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CONCESSION AGREEMENT | L) Ll
FOR PETROLEUM EXPLORATION t-\ . _
AND PRODUCTION ety ‘-J_)_J‘-:” Ui Sl
Betiwean N «J}'
and r ) '
The Egyptian Gansral Pstrolemm Corporation l Ja -l Ll a{‘ all 3“
and l P
Shell Wianing N.V. ‘ - . .- 2
( Ca Ui ) c}"_"__ﬁ h_}*“' 'b;-‘
In Sidi Barrani Area, Western Desert a. J,;Jiﬁjwi] 53 (6hw diha 3
This Agreement, made aud entered into on this 4 s ey
y of . by and between the ARAB REPUBLIC | T P s o)
" EGYPT (hereinafter referred to wvariously as “ARE” or as | - & Y -7 ” L}' L“; 1“;-"* L.-;'ll';_: 3‘:" ;"‘-1'5 e & Yo iy li},u:
» “GOVERNMENT”), the EGYPTIAN GENERAL PETRO-| =1ifui 5 1.;,,;: o3 da A Al ekl iogly e u KL |
UM CORPORATION, a legal entity created by law No. 167 oum L
EPh
1958 a5 amended (hereinfter referred to as “EGPG™) and SHELL » Bt oo e g ¥ aqon & yay 25 05l o ge

NNING N.V, a company organized and existing under the
#s of the petherlands (hereinafter variouslk refered 1w as

IELL"™ or as “CONTRACTOR") ;
WITNESSETH

VHEREAS, Law No. ub of 1933, as amended, established that
minerals existing in mines and quarries in A.R.E. including

territortal  waters, arc the property of the State ; and

HEREAS, EGPC hus appliéd far an exclusive concession for

E:-:plnrati;&:h {!i“.'E'Ii'iI‘.IH"!E‘Ill’ wine? prnducﬁml of pctrn]ﬂuu e ard
ighout the Area relerred to in Artcle TI and described in
swes AT and R whiely are attached heretn aznd made

rt hereod: ami

HEREAS, SHELL aureer o undertike s obligutions provid
ercinafter as a contrictor with respect to the explorating,

opraent and productinn of petraleum in said Area: and

{EREAS, the GOVLERNMENT desres herebyv 10 grant such |
510N and

IEREAS. the Muster of Petroleum, pursuant to the provi-
of Law No. Bo of 1956, nuwv eoter into a concession agren-
with EGPC, and wulbh SHELL as a contractor, for the |
sum operations in the Area hereinafter referred to,
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i) Whose share capital conferring a majonity of votes | .| 0.0yl w)' 4 _,21 WAL u"‘ 5 f’f“‘ O J,ﬁ' ‘_,:.'“ —
at stockholders’ meetings of such company and the | _ . _ . . _ _
| Ao Vgl JU el gl 5 87001 W el
share capital conferring a majority of votes at stock- il oS 'S}J 0e I"“'T A C“"] 3
holders’ meetings of 2 party hereto are owned direc- 1?1&.‘3’1;4;_35]’1 o t._.i_;l’ r-f'u'i A CE:_-‘ 3 Q‘J..;‘)'I

tly or indirectly by the same company.

(2) Notwithstanding the foregoing sub-paragraph an “Affi-
hated Company” means in relation to SHELL

N.V. Ronmkiijjke Nederlandsche Petroleum Maatschap-
pij and The “Shell” Transport and Trading Company,
Limited and any company which is for the time being
directly or mdirectly controlled by N.V. Koninklijke Ne-
derlandsche Petroleum  Maatschappij and The “Shell”
Transport and Trading Companv, Limited or either of
them.

For the purposes of foregoing definition

1) a . company is directly controlled by another com-
pany or companies holding shares carrying in the

aggregate the majority of votes exercisable at general
meetings.

i) a particular company is indirectly contolled by a
company or companies (hereinafter called “the par-
ent bnmpany or companies’) if a series of compa-
nies can be specified, beginning with the parent com-
pany or companies and ending with the particular
company, =0 related that each companv of the series,
except the parent company or companies, is directly

controlled v one or more of thc companes earlier
in the seres.

(n} “SHFELL” or “CONTRACTOR”

Notwithstanding the above. SHELL or CONTRACTOR shall

also mean the assignee of SHELL in the event of assignment.

ARTICLE II

ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and affected

by this Agreement, hereinafter referred to as the “Area”.

Annex “B” 1s o map on the scale 1:2,000,000 indicatng the
Area covered and affected by this Agreement and described in
Annex “A”,
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“Cag® js patural gas poth associated and non-associated, and

g of its constituent elements produced from any well in

¢ehe Arex and all non-hydrocarbon sibstances therein. Said
term shall include residue gas

A “barrel” shall consist of forty-two (42) United States gal-
lons, liquid measure, corrected to a temperature of sixty de-
grees (60°) Falwrenheit.

“Clommercial Well” means the first well on any geological
feature which after testing in accordance with sound and
accepted industry production practices, and venlied by EGPC,
is found to be capable of producing at the average rate of
not less than sthree thousand (3000) barrels of oil per day

(BOPD).

The date of discovery of a “Commercial Well” is the date
on which such well is completed and tested accarding to
the abowe.

“A RE” means ARAB REPUBLIC OF EGYPT.

“Rffective Date” means the date on which the text of this
Agreement, legally approved, is signed by the GOVERN-
MENT, EGPC and SHELL.

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

“Tinancial Year” means the GOVERNMENT's financial year
starting on January Ist and ending on December 3ist, both
dates being inclusive.

“Tax Year” means the period of twelve {12) months accord-
ing to the Gragorian Calendar for which tax returns or reports

are required according to any applicable income, profits or

other tax law or regulation of the ARE,

| (1) An “Affiliated Company”™ means a company.

iy The share capital, conferring majority of votes at
stockholders’ meetings of such company, of whh

is owned directly or indirectly by a party hereto ;

i) Which is the owner directly or indirectiy of share
capital conferring 2 majority of votes ar stockholders’

meetings of a party hereto ; or
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iii) Whose share capital conferring 2 majority of votes ;;,.I,..a'ﬁﬂ i._..lp':ﬂ PR UL U"IJ rf'wT D,t(: (_;‘ - Y

at s , ' f such ny and th . '

t stockholders’ meetings of such company and  the LY W ety 70 0k el o

share capital confermng a majonity of votes at stock- |
holders’ meetings of a party hereto are owned direc- 1_3137.3"n:lh,_j| JLT el W, _)-L' rf‘\-"T ‘:’.L"' (G-\;:-l 43 <l J.#S’i
tly or indirectly by the same company. NP A - L I - g P

'Z) Notwithstanding the foregoing sub-paragraph an “Affi- =5 o2 da L) 2yl ! G e o) P s [’Y) |
hated Company” means m relation to SHELL - . . ‘ vy e
pa : £ d_-'} 3 -I --_ L::! (3“- A *.!H!

N.V. Koninklijke Nederlandsche Petroleum Maatschap- | 3, A2 = 'E;; y f—J I TN % ‘:‘L..E:*‘.':' f :\S:.-.:
pij and The “Shell” Transport and Trading Company, R N .

Limited and any company which 1s for the time being ";‘“'t:" 8 ) tnil ‘-LJ_,JI B 3 L’"{ . "Sf;f: shy ,;__LE.‘J]' X Jlgt:‘J
directly or indirectly controlled by N.V. Koninklijke Ne- T - e K S .. e
derlandsche Petroleum Maatschappij and The “Shell” JS 4 &I N e 5 ol il

Transport and Trading Companv, Limited or either of - M L;,}i .__uj\: s el LaLLJ
them.
For the purposes of foregping definition - . - u-—é;"ﬂ o2 t)'_;

1) a company is dimcﬂy corntrolled by nnmt%ﬁr COIIL- -‘5_.?"T~:J ;:-_;T ;5;; ;_lz__,]-ﬂ;;: y :‘a:;i-""a;: :5-;5- —
pany ov companies holding shares carrying in the AP IR E IS | .
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i) a particular company is indirectly controlled by & | ezl | . .y . AR ot
n)  paticular company is indirectly contolled by “s}“d’“‘x‘fl?‘-—f.p”}‘flf;'*!F'*"'Z""‘S:""""T

company or compames (hereinafter called “the par- ORI - ]
ent company or companies”) if a serics of compa- < b!(‘"’zfml“"ﬁﬂf'l I} ‘6-:’““’ lf ).L-L'_‘,’i'f‘JIJL"?_U .j"':.}l
nies can be specified, beginning with the parent com- ;JE:.-:J] JT:S:HZH‘_',A TJ-; '-.b..h-—ti:-i_};\‘r &E}ﬂl Crt e - g
pany or companies and ending with the particular 4 T : .
tompany, so related that each companvy of the series, JS‘ T = o ' s Lald
except the parent company or companies, is directly ]'{".J‘-"l(f. anlall KA bbb ol t e e &
:‘:ﬂhtm]ltd‘b.}- one or more of the companies earlier . Qbrg"du LE-L..J‘ ;JE":;_HHUA _;5’" }t-;s';: %l_ﬁ
m the series.

) *SHELL” or “CONTRACTOR” TR T g (9)

Notwithstanding the above, SHELL or CONTRACTOR shall | Lo i 1,11 ] J2 e o e pAe e

LS

also mean the assimee of SHELL, it the event of assignment. Jibd YL = f-" 3
- J - - . - g p C;.-

ARTICLE Il (At ;:.Ll\)

ANNEXES TO THE AGREEMENT 4l Y -

by this Agreement, hereipafter referred to as the “Area”. Ukl e e L;J..,:”

Annex “B” is a2 map on the scale 1:2,000,000 indicating the P P : e i o o il
Area covered and affected by this Agreement and described in = _ "/ 1 F'J’U"_ -*"""’" ) -FT (""")l’"u
Annex “A”. (ool & G 1, LY Lin K Ly 22kl 3 g
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Annex “G” is the form of the Letter of Guaranty tn be issued
by t_he BANK MISR, Caio, and to be submitted by SHELL
at the time of signature, by the Minister of Petroleum, of this

Agreement for the sum of thirteen and one half (13.5) million
U.S. Dollars, guaranteecing the execution of SHELL’S minimum

exploration obligations hereunder for the first four {4) year ex-

ploration period. Such guaranty shall remain effective for sx (6)

months after the end of the said four (4} year period except 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

to ber formed as provided for in Article VI hereof,

Annex “E” 1s the Accounting Précedure.

The Annexes “A”, “B”, “C”, “ID" and “J" to tluz Agreement
are hercby made parts hereof, and they shall be counsidered as

having equal force and effect with the provisions of  this

Agreement.
ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and SHELL as a
contractor, subject 10 the terms, covenants and conditions set out
in this Agreement, which insofar as they may contradict with any
;pmvisic}ns of Law No. 66 of 1953, as amended, shall have the

. force of Law, an exclusive concession in and to the Area deseribed

" 1n Annexes “A” and “B"

(@} ‘The GOVERNMENT shall own and be entitled as herein-

after provided, to a rovaltv m cash or in kind of seven and
one half {714} percent of the wotal quantity of petroleum pro-
duced and saved from: the Area during the development

period including renewal  Said rovalty shall be borne and
paid by EGPC and shall int be the oblization of the CON-
TRACTOR. The payment of rovalties by EGPC shall not

be deemed to result in income ztiributable to the
CONTRACTOR.

(3] An mtial exploration period of four {4) years shall stant from
the Effective Date. Two (2) successive extensions to the
mitial exploration period of two (2 vears each <hall be gran-
ted to GONTRACTOR at its option upon ninety (90) days
wiitten notice prior 1 the expirv «f the then current period

o EGPC and subject only to its having fulfilled its obligations
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_.I:e cexminated i weither O al Well nor Commerdial | L3857} )} & j1g % 5185 S B )

- the end of the eighth (8th) year . .

* PDiscovery is established by & e of coellsd o inll i Hal 15 ol
of the exploration period or “Pﬂn the completion of drilling dgl ? et g ) e *-'-L'- “L"‘ S
and testing of any well actually drilling or testing at the | on 1:lr- Lie oyl _;r be om L;)S‘iﬁ &) Sl s
end of the eight (8) year exploration period, but shall not _;_S“'I! il o j,l.‘éu CJT 343 CQJ 1:;1?‘ . Ji *-—':-"J‘"'
exceed this period by more than six (6) months. The election | Ll :

a 2 r - - sl "t .

by EGPC to undertake a sole risk venture under paragraph dlen e """""—’UJL"'I‘J""'-"'J“ Y5 . 1*‘*"‘ *
(c) immediately hereafter shall not extend the exploration _f‘L, -.l'-'- L’ 23! "“ ( : Jun o v} 3‘_}“1 4..]

period nor affect the termination of this Agreement as to
CONTRACTOR. ! PPV ¥ 15 L B I PR AV JRRCSPRN 3 SV

(¢) “Commercial Discovery”. After discovery of a Commercial | LIty agl, o o3 ¢ (J il A*;::_ﬁ AT (o)
Well, CONTRACTOR will undertake as part of fts eXplor | 1526°| 502 b % e o LSt ¢ ol
tion program the appraisal of the discovery by the drilling 5613l l*;J.a.J L.'.rLaY\ l'ﬂ‘un ('t L;rlu‘- duj‘,
3 Ay - Lole # de SIS s e
Lyl By Lo Joad | Jatd oyl Loyl
line and terminal facilities required, estimated crude oil pri- }| <~ s yAdll Jln--Ybi L led &yl Q‘j@#ﬂjﬂk“ji
ces, and all other relevant technical and economic factors. | £32 2l adltl g _?.‘Jhiaw‘h'\ 9 "_'d.:.EJU:I ey C"‘t‘

- L - ";
of one or more additional wells to determine whether such

discovery is worthy of being developed commercially, taking

into consideration the recoverable reserves, production, pipe-

A Commercial Discovery may consist of ome producing re- | ()» ¥ % JTC._":-‘J-"L!OLL';‘ Lﬁ,;lt':“ ATV _)(:' Ad 4
servoir or a group of producing reservoirs which after apprai- . , . . . ..
(s ¢ L:.__,Lg:ut g“,‘.....m__ Ao il -\ar...l,“‘\,,_‘,aE:ll

05 Ol aw 148 )bl LYY Ll s, gl
Wb o gl e g SISV OV, 3 2570 all

sal is worthy of being developed commercially. CONTRAC-
TOR shall give notice of a Commercial Discovery to EGPC | -

timmediately after the discovery is considered by CONTRAC-
TOR. to be worthy of commercial development but in no N':--"-:]jl o dg&-“ é_}t e Jb ._9'1: _;Uﬁﬁ-y‘ i _f-L__

event later than the completion of the third (3rd) exploration | _sl4i5 | £ b el (1) e am ol 20U L

appraisal well, or ten (IQ) months, following the date of . &-—--T e LI JT i~ _;L-j‘ ;Jl
discavery of the Commercial Well whichever is earlier ; ex- S

]
cept that CONTRGTOR shall also have the right to give | 2==31 b oo Jaw O Gla] shl Jyla¥ S

such notice of Commercial Elscovery with respect to anv L:,Su_‘_g“J :L:_...le ru-\ RS :—:.}'l__,L‘_Ifﬂ‘jL udu._i
reservolr or reservoirs even 1f the well or wells thereon are - };Hr_l'%f-f”;l'm }T _;.:Ji @F)J n.;"' U‘K‘ 'LTJT

not “‘Commercial” within the  definition of “Commercial . o . - ' . ol . e . -

Well” if, in 1ts opuion, 2 group oi reservoirs considered col-
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lectively, could be worthy of commercial development.

Following receipt of such notice EGPC and CONTRAC- ;ju,_:,;,..j P JLL;;;.‘;M laa r)L:..I.x.{J A&l g e 5] (‘.‘“ 3
TOR. shall meet and review all appropriate data with a view 3oy &‘ b g SV P a PR U-AT G L_:.}I Lk
to mutually agreeing upon the existence of a Comrnercial - 4 .
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Discovery. The date of Commercial Discovery shall be the 1 on Ll ! '
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date EGPC and CONTRACTOR mutually agree that a| e bend sl e Sl £

Conupercal Discovery exists ! .;5_;\:“-
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If Crude Oil is discovered but is not deermed by CON-

JL“" lsL:;IS'\ J} n_,rl.-n ‘,-_, rl:- g_.;_;;_,jl.ﬂf‘r".:l

TRACTOR to be 2 Commercial Discovery under the above | Av ¢ (o) 3l oA (10 gaais el oty 2 Gy

provisions of this paragraph (c), EGPGC shail, one (1) year
after the expiration of the period specified above within which
CONTRACTOR can give notice of Commercial Discovery,
or eightesnn (18) months after the completion of a well not
considered a “Commercial Well”, have the nght, following
sixty (60) days notice in writing to CONTRACTOR, at

1
its sole cost, risk and expense, to develop, produce and dis-

pose of all Crude Oil from the geological feature on which
the well has been drilled. Said notice shall state the speaific

area covering said geological feature to be developed, the

wells to be drilled, the production facilities to be installed

and EGPC’s estimated cost thereof. Within thirty (30) days
after rcc&ipt of said notice CONTRACTOR. may, in writing,
elect to develop such area as provided for in the case of
Commmercial Discovery hercunder. In such event all terms
of this Agreement shall continue to apply to the specified
ares. /

If CONTRACTOR elects not to develop such area, the
specific area covering said geological featurer shall be set
aside for sole risk operations by EGPC. In the event Opera-

ting Company (defined in Article VI below) has come into
existence EGPC shall be entitled to have Operating Company

perform such operations for 1t at EGPC’s sole cost, risk and |

expense. Whea EGPC has recovered from the Crude Ol

produced from such specific area a quantity of Crude Qil
equal in value to three hundred 207) percent of the costs

it has incurred, CONTRATTOR I have the option, only

in the event there has Laen 2 :enciiie Commercial Discovery,

to share in further developmert and production of that speci-

fic area upon paying EGPC one hundred (100) percent of
such costs incurred hy EGI'T. 5.2 one bhundred 100 =

cent payment shall be recovecd

Cost Recovery Crude Oil o the

recovery of expenses. Immediately Hllowing such pavment

v CONTRACTOR {fram

the normal manner for

the specific area shall either {i} revert to the starus of an
ordinary development lease under this Agreement and there-

after shall be operated in accordance with the terms hereof ;
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r (1) alternatively, in th# event thiilt at such tune EGPC or .

ts alffiliated company s conducting all development opera-
tions in the area at its sole expense and EGPC ell:cts 0 con-

tinue ‘operating, the grea shall remain set aside and CON-

TRACTOR shall only be entitled to its production sharing
percentage of the Crude Oil as specified in Article VII (b)
below, provided always that CONTRAGTOR is allowed
to recover the one hundred (100) percent payment mentioned

above from Cost Recovery Crude Oil in the normal manner
set forth in Article VIL

The sole risk Crude Oil shall be valued in the manner
provided in paragraph (c) of Article VIL. In the event of

any termination of this Agreement upder the provisions of -

paragraph (b) above, this Agreement shall, however, continue
w apply to EGPC's operation of any sole 1isk venture here-
under, although such Agrecment shall have been terminated
with respect to CONTRACTOR pursuant to the provisions
of said paragraph (b) above

The development period of any development lease shall be
twenty (20) years from the date of Commercial Discovery
which relates to such development lease. This period may

be renewed for an additional period of ten (10) vears at the
option of CONTRACT OR upon six {6) months prior written

notice to EGPC. Following Commercial Disocovery the ex-
tent of the whole area capabie of production to be covered hy

development lease or leases shall he mutually agreed upon by
EGPC and CONTRACTOR and be subject to the approval

of the Minister. Such area shall then be converted automalti-

cally into a development lezie or leases without the issuance
of anv additional legal instrument or permissinn.

Development operations thereafter ghall be started prom.
ptly by Operating Compary (delined in Article VI helow)
and, unless EGPC and CONTRACTOR agree otherwise, at
least one (1) drilling rig shall be used continuously until, in

accordance with good oil field practices and accepted

petroleum engineering princples, the field is considered 1w
be fully developed. In the event no commercial production
of Petroleum is established in any one of the blocks in which

o Commercial Discovery it made within two and one half

(212) years from the date of Commercial Discovery, such
block shall be surrendered.

{
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e roqiyer " SATYINg out all the operations wnder dhis | A8 Anol 2aike Wloda 3z, 5700 & Ll G Ll
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from  time 0 tume of tie ARE and the political

subdivisions thereof which imp-:::-.t: taxes on or easured
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otherwise provided .in the Agreement, shall comply with - ' <
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EGPC’s share of the Crude Oil determined under "i s BT _ f o P e f“’"‘" J‘“‘*"}
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b) The value, as determined in paragraph (¢} of
Article VII of the excess Cost Recovery Crude

Oil taken and separately disposed of by CONT-
RACTOR pursuant to Article V11, sub-paragraph

(@) {2);

PLUS

ii) An amount equal to CONTRACTOR's AR.E. Inco-
me Taxes.

(3) EGPC shall assume, pay and discharge, on behalf of |

CONTRACTOR, CONTRACTOR’s A R_E. Income Taxes
out of the sums received by EGPC {from the

sale or other disposition of its share of the Crude Oil.

(4) EGPC shall furnish to CONTRACTOR
official receipts evidencing the payment of CONTRAC-
TOR's A.RE. Income Taxes, within one hundred fiity
(150} days following the
ensuing Tax Year. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount

and other particulars customary for such receipts.

the proper

commencement of the next

(¢) In calculating its ARE. Income Taxes, EGPC shall be
antitled to deduct royalties paid by EGPC to the GOVERN-
MENT and the ARE. Income Taxes of CONTRACTOR

paid by EGPC on CONTRACTOR's behalf.

ARTICLE IV

WORK PROGRAM AND ENPENDITURES DURING
| EXPLORATION FPERIOD

operations

(2} CONTRACTOR  shall commence exploration
hereunder not later than six {6} months after the Effective
Date. Not later than the end of the twenty fourth (24th)
month after the Effective Date, CONTRACTOR shall start
exploration drilling in the Area. EGPC shall make available
for CONTRACTOR’s use all seismic and other exploration

data in EGPC’s possession with respect to said Area,

(b, The initial exploration period =il be a2 peariod of four (%)
vears. CONTRACTOR ray extend tus exploragon pericd
for two (2) additional periods of two (2) years each upon
a minety (30} days prior writien notice 1o EGPC subject (o
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its expenditure of jits minimum explaration obligations for

each such period.

CONTRACTOR shall spend 2 minimum of thirteen and !

one half (13.5) million U.S. Dollars on exploration opera-

tions and activities related thereto, which shall include the
drilling of five (5) wells during the initial four (4) year exp-
loration period. In the first additional two (2) year explora-
tion period that CONTRACTOR elects to extend beyond
the iniual exploration period, CONTRACTOR shali spend

a minimum of seven (7.0) million US. Dallars, and in the

second additional two (2) year exploration period that CONT-
RACTOR elects to extend beyond the initial
period CONTRACTOR shall spend a mimmum of five (5.0)
million U.S, Dollars. If CONTRACTOR  should spend

amount required to be expended

exploration

more than the minimum
during the initial four (4) year exploration period or during
any period thereafter, the excess may be subtracted from the
innimum  amount of money required to be expended by
CONTRACTOR during any succeeding exploration period
ur periods as the case may be.

In case CONTRACTOR surrenders its exploration oblige-
tlons in this Agreement as set forth above before or at the
end of the fourth (4th) Jyear of the initial exploration period,
having expended less than the total sum of thirteen and one
half (13.3) million U.S. Dollars on exploration, or in the
tvent at the end of the fourth (4th) year CONTRACTOR
has expended less than said swn in the Area, an amount
equal to the difference between the said thirtcen and one
half (13.3) million U.S. Dollars and the amount actually
spent on exploration activities shall be paid by CONTRAC.
TOR to EGPC at the time of surrendering or within three
(3) months from the end of the fourtl, (4th) year of the
initial exploration period, ns the case nay e,

diture deficiency by CONTRACTOR with respect to the

fecond (2nd) or third {3rd] expluration period as the case |

uray be for the reasons just noted shall, simiarty, result in
a payment by CONTRACIOR to EGPC of sucly deficiency.

Provided this Agreement is still in force as to CONTRAC- j

TOR, CONTRAGTOR slall he entitled
such payments as expioration
provided for under Article VIT in the event of development
nf commercial production.

T rECOver A1

erpendilur: i the naane

In case no Commercial Discovery 1 eatablished hv the
cnd of the eighth (8th) vear, or in case CONTRACTOER
surrenders its exploration cbligations under this Agreement

prior to this time, EGPC will not bear any of aforesald
expenses spent by CONTRACTOR.

(¢) At least three (3) months prior tw the beginnmg of each

year or at such other times as othenwice mutually agreed

to by EGPC aud CONTRACTOR, CONTRACTOR shall
prepare an Exploration Work Promram and Budueet for the
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RACTOR proposes 'to carry out during the ensing year.
During any Erxploration Period such Work Programs and
Budgets shall be in the aggregate of least sufficient to satisfy
" CONTRACTOR’s minimum expenditure obligation for such
-peripd,’ tal:mg into account any credits for excess expenditu-
res by CONTRACTOR in prior exploration periods.

The Explrator Work Program and Budget shall be
reviewed by a joint committes to be established by EGPG

and CONTRACTOR. after the Effective Date of this Agree-
ment. This committee, hereinafter referred © as the

“Exploration Advisory Committec”, shall consist of six (6}
members, three (3) of whom shall be appointed by EGPG
and three (3) by CONTRACTOR. The Chairmian of the
Exploration Advisory Comumittee shall be designated by EGPG

from among the members appointed by it. The Exploration
Advisory Committee shall review and give such advice as
it deems appropriate with respect to the proposed Work
Program and Budget. Followidg review by the Exploration
Advisory Committee, CONTRACTOR  shall make such
revisions as CONTRACTOR. deems appropriate and submit
the Exploration Work Program and Budget to EGPC for
its approval. Following such approval, it is further agreed
that -

i) CONTRACTOR shall not substantially revise or modify
said Work Program and Budget nor reduce the appro-
ved budgeted  expenditure without the approval of
EGPC; |

1) In the event of emergenties involving danger of loss
of lives or property, GONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such espenditure shall be con-
sidered in all respects as exploration expenditures and
shall be recovered pursuant to the provisions of Article
V11

hereot.

(d) CONTRACTOR shall advance all necessary funds for all

materials, equipment, supplies, personnel, administration and

aperations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid oosts.

(¢} CONTRACTOR shall be responsible for the preparation and

petformance of Exploration Work Program which shall be
mmplemented in a workmanlike manper and consistent with
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Except as is appropriate for specialized studies sucl: as
the processing of data and laboratory studies, to be made
in specialized centers outside the AR.E., all geological and

.g'eﬂphysical studies and anv other studies related to the pei-

formance of this Agreement, shail be made in the ARE. |

CGONTRACTOR shall entrust the management of explora-
tion operations in the A.R.E. tn its technically competent
General Manager and Assistant Manager. The names of
such Manager and Assistant Manager shali, updn appoint-
ment, be forthwith notified to the GOVERNMENT  and
EGPC. The Alavager and, 1 his absence, the kn-.lat;uu
Manager, shall be entrusted by CONTRACTOR ~with sulli-
ctent powers o carry our mmediately and comply with all
to them by the GOVERN-
MENT or its represcuitative under the terins of (lius Agree-

tir

lawful written directions given

went or any iwlod resulations beuedd o herealter ot b
issued which are u;:p!ir:ﬂ;h: lercunder.
CONTRACTOR shule seppity EGPC wotivun tharts £30 davs

from the ¢id of cach Culendar Quarter with a4 Statement
of Exploration Activity showing coses fncurred by CONTRA-
CTOR during sach Quarter. CONTRACTOR's  records
and necessaty supporting documents shall be available for
mspectivn by EGPC at any time during regular working
hours for three (3) nints from the date of receiving each
Statement. Within tie three (37 months from the datwe of
recetving such Statement, EGPC shall advise CONTRACT-
OR in writtig f ir constiders

i} that the recorcd »f costs is not correet,

11 that the cis of poods ar services supphied acve ot 1 line
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vertible currency from ahroad CONTRACTOR shall have

the right to buy Egyptian currency whenever required and

les(pre ) ab el A5l 5 b o | o) 2
the  conversion shall be made at Egyptian banks in the Jﬁ (C ] C)d - > ‘J"}l’ uc- J ]l‘“""’l

ARE. according ta the official A R.E. rate of exchange. (ﬁf' C)L; A&l U'CJJ“ “"if“n st relal
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ARTICLE V1

OPERATION AFTER COMMERCIAL DISCOVERY

¢ On Conuuercial Discovery, EGPC and CONTRACTORK shall
form in the AR.E. an operating” company which shall be called
THE SIDI BARRANI OIL COMANY, hereinafter referred
Operating Company shall be sub- |
ject to- the laws and regulations in force in the AR.E. to the

to as Operating Company,

extent that such laws and regulations are not inconsistent with
the provisions of this Agreement or the Charter of Operating
Company ; however Operating Company shafl, for the purposes
of this Agreement, be exempted from the following laws and

regulations as now or hereafter amended or substituted ;

Law Nu. 80 of 1.7 on Exchange Control and 1ts executive

regulations, as wnended ; ]

—  Law No. 20 of 1934 on CGomypranes;, as amicnded

—  Presidential Decree Nu. 1203 'L;[ 1961 on Contracts of

Wurks of the Gouvermment, Public [astitations and Semi- |

Govermmental Comparnes, as amended ;

——

Law No. 4] of 1983 un Represenution of Fuplovees

and Workers on the Boards of Companies

— i —

Law No. 60 of 1971 on Public lnsututions

2 aml

- Law Ng. 61 -of 1971 on the Stafl Regulation: of Public {
(.ompamnies.
The Charter of Operating Gomparm s hereto attached as Ao- L

nex D70 Wathin thirty (30) davs after the dave of Connn-

ercial Discovery, the Charter shall take effect und Operaung ‘
Compzny shall awtdmatcally come ot existence, without
any further procedures.

Ninety () davs after the date Operating Company comes into
existence m accordance witl paragmph IJ:I} ahuvﬂ: i shall pre-
pare & development Work Program and Budget for the remain-

der of the year in which the Commercial Discovery is made : ;
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{or such other date as may be agreed upon) and the fiftenth
(15th) of October of each year thereafter Operating Compary
shall prepare an annual Production Schedule, Work Program

and Budget for the succeeding year. The Production Schedule,

Work Program and Budget shall be submitted to the Board ot
Directors for approval.

Not later than the twentieth (20th) day of each month, Opera-
ting Company shall furmsh to CONTRACTOR a written esti-
mate of its total cash requirements for expenditure for the first
half apd the second half of the suceeding month expressed in
U.S. Dollars, having regard to the approved Budget. Such
estimite shall take into consideration any cash expected to be

on haud at month end.

Payment for the appropriate period of each month shall be
made to the correspondent bank designated in paragraph (i)
below on the fust {1st) day and fifteenth (13th) day respecti-
vely ; or fhe next following business dav, if such day .is not
a business davy.

Operating Cu-mpanﬂr is authorized to keep at its own disposal
abroad in an account opened with a comespondent bank of
the BANK MISR, CAIRQ, the foreign funds advanced by

CONTRACTOR. Withdrawals from said account shail be
used for payment of goods and services acquired abroad and
for transferring to a local bank in the AR.E. the required

amounts to meet expenditures in Egyprian Pounds, for Opera-
ting Company in connection with its activities under thi: Agrec-

mend.

Within thirey (30) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchauge
control auhtorities in the ARE a staternent, duly certified by
a recognized firm of auditors, showing the funds credited
that account, the dishursemnents made sut of that account and

the balance outstanding at the end of the vear

ARTICLE V]I
KECOVERY OF COSTS AND ENPENSES
AND) PRODUCTION SHARING

Wi thy Cast Recovery Crude O

subyject w the auditing provisions under this Agreemint,
CONTRACTOR shall recover all costs and expenses n

respect of all the exploration, development and related
operaticns under this Agreement 1o the extent and out of

l
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forty (40) percent per annum of all Crude Qil produced

and saved from all developinent leases hereunder and not

used in petroleum operations. Such Crude OQil is herein-

after referred to as “Cost Recovery Crude Qil”,

Such Costs and Expcnsm' shall be recovered from Cost

Recovery Crude Oit in the following manner

1) All Intangible Drilling Costs inchuding those accumu.
lated prior to the commencermant of Initial Commer-
cial Production and all Operating Expenses incurred
after Initizl Commercial Produciion, which for the
purposes of tlus Agreement shali mean the date on
which die first (Ist} regular shipment is made, shall

he recoverable in the later of the Tax Year in which

such expenses are incurred or the Tax Year in which
Initial Commercial Production occurs.

1) Exploration Expenditures, mcluding those accumulated
prior W the commencement of Initial commercial

production, which for the purposes of this Agreement

shall mean the date on which the first ¢ {1st) regular
shipment is made, shall be recoverable at the rate of

twenty (20) percent per annum hased on amortization
at that rate starting in the later of the Tax Year in

which such expenditures are incurred or the Tax

Year in which Ioitial Commercial production com-
INENCes.

ut) Development Expenditures, mcluding those accumu-
ited prior to the commencement of Initial Commer-
ool Production, shall be recover ible at the rote of ten
N percent per annum based on amoartization at
that rate starting in the later of the Tax Year in which
such cipenditures are incurred nr the Tax Year in

which Inioal Commerelal Production COINN 1P NCEes.

wi Feo the extant that, in a Tax Year, costs. expenses

v expenditiires vecoverahle PEr paragraph« (%, (i) and

iy preceding exceed the value of all Cost Recovery

Crude O3 for such Tax Year, the excag shall be cag-

ried forward for recovery in the next succeeding Tax

Year or Years untii fully recovered : bue I O case

after the termination of the Agreement,
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v} For the purpose of determining the classification of
ull costs, expeuses and expenditures for their recovery,
the following terms shall apply :

1. “Exploration Expenditures” shall mean all cost:
and expenses for exploration operations ather than
“[ntangible Drilling Costs™,

r-—-

“Lyevelopment Expenditures™ shall mean all costs
and expenses for development operations with the
exception of “Operating Expenses” and “Intan-
gible Drilhing Gosts™.

3. TOmperating Expenses” shall mean all costs, expe-
nses and expenditures made after Initial Comme-
rcial Production, which costs, expenses and expen-

ditures are not normally depreciable.

4. “Intangible Driling Costs™
ditures

shall mean all expen.
incurred dunng “Exploration” and
“Development” for well dnlling and completing
operations related to items which themselves do
not have a Salvage Value, as, for example, labour.
geological design, engineering and other technical
assistance, supervision, amounts paid to drilling
and other contractors, material and equipment
consumed or lox, perforating, formation testing,
cementing, well logming and transportation.

CONTRACTOR  shall each year take and separately

dispose of all Cost Recovery Crude Oil produced, {except
(a} (3) below, of thi:
Article VII) plus its share of the Balanca of the Crude
1] as stipulated in paragraph (h) below of this Article
VI
Crude (Nl (as determined in paragraph {c) below) exceed:

215 provided 1n sﬁh-paragraph

To the extent that the value of the Cost Recovery

the acmal recoverable costs and expenditures, including
anyv carry forward from paragraph (a) (1) {iv) above, 1o
he recovered 1n that year, the value of such excess Cnns;
Recovery Grude Oil actually taken and separately disposed
of by CONTRACTOR shall be paid bv CONTRACTOR
to EGPC in the manner set forth in Article IV of the
Accounung  Procedure contained in Annex “E”, and
CONTRACTOR shall be deemed to have purchased such
excess (lost Recovery Crude Oil.

EGPC shall each vear have the option of taking delivery
of a quantity up 1o fifty seven and half (57.5) percent
of the excess Cost Recovery Crude Oil, FOB. the
export terminal {or other deliverv point mutually agreed
upon} for the purpose of supplying any of FGPC's share

of operating requirements for refineries located within
the A.RE,
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With respect to each Calendar Month the renmining sixty

. P =Wl =F p _ . ~ . - i
(60} percent of the Crude Oil in such Month shall be taken A Gl J (1 ") u:‘"” UL’-;_{_J" J LE:'J ‘L“"'Jl'
and disposed of separately by EGPC and CONTRACTOR in o RS PRIt el s G N P

the lollowing ions el
& ollowing  proportion s 4:-‘!';_....1."-\ JIJR:! J;F ‘J_,Lil.‘_, L‘*"“_;H

{h} Production Sharing

EGPC s CONTRACTOR ¢ _I . .

share share P o J’ It S Jr- U'-’LJ‘ CL‘}" ‘h"'.ﬂ:" OJS::‘:. bze
When the monihly Seveniv seven Twenty two v S v,
average of the and one half and one half F' LU s ) ".
daily production (71.5) percent (22.3} percent l - v d( Y¥,9 ) —2 S U s Anner *""'"-?H T
is less than | AU A vr ) iy g ey 0l U
200,000 harrels. .

| - uon oa g : - g v )

When the monthy Eaghty (Ao} Twents (20)) E v s S ‘-L; L;J:“ CL‘?‘I L"'J" SN bdae
average of the PErcent percent ! . _;5‘ [ JT d._.. ¥y
daily  production i
i.‘i Em_m}ﬂ hf'l I"I'I.'"'I:- . - rul Li (‘ﬂ. t) Jj L:‘ 1._..*.-#‘;1‘ J—
O pore,

Y J (T') Jy e dylad]
'Ir. s undﬂi'stnﬂd and agreed upan that when the averaus Et':?‘ .- LLM}I-: ledie 'ﬂi ""_‘l“ L"‘“ - ll-’ rﬁ"“ s Ll"
daily production rate thanges to a lower bracket, the hugher o o :ﬁl-d i 2 XN { {
_ . SO » <
sharing  percentage for  ECIPC cighty (RO} percent shall Jx “"JJ J‘ "l e OL’J ithe u"J':;

remaut in effect. , - -"iJL"]!u’ ‘_LE-T I A

- e e———

{(«7 {1} For purposes of deterniining the value oi the quantity
of Cost Recovery Crude Oil to which CONTRACTOK

i< entitled hereunder during each Calendur Semester. tlie
weighted  average price realized in freeh  convertihle
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LY aas o g Jlalt dimes ol 4GS a1y SN

P Gl ST N PE W O R gty

P R PPy A KA T W VBl 3adl
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e - e - CONTRACTOR ¢ - hond, N ¢ ' slU= T - e .
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Akl exclinng L.orude e A0t sales nOt constitenl  wig w*?yj| 41)_,:” E‘u'" h-.-:_;" .,_:_;1.-:.:* ,}‘_ \TC
2l Jlale o 43,0 daalll ol = 4 LWL

excluding sales involving larter). whichever 1. higher Lﬁ'_"i"‘ { t‘"}-";l-"‘"‘ujn“ 5 { "..J' “’_ | -

shall be uesd. It is understood that in the case of CLI r_ﬂ"l LJ"'J'-( At Li' s E‘:;J‘; :"L":*"" o

sales, appropriate deductions shall he miade for transport J,U.. L__}')UI .-.:J‘-é-:ii-ﬂl L5 ":s_.i:- C:.” | ENE PN
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currency from F.O.B. point of export sales to non-Affilired
Companies during such Semester under all Crude (!
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prevailing market prices for similir Crude Oil and al..
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It during any Calendar Semester there e no such sales
by EGPC or CONTRACTOR wndec Crude Oil Sales 4
Contracts cursently in Efiect, ECPG and CONTRAGTOR Gy Tk R sl ] 32 W
shiadl meet and mutug v aeres npon the price of Cruds | m‘_ﬂ; \a--'-"_ ._J‘ J}wu L.-r_;“ __&F -.__...q-:__i . lf_JL.Jli-U-I
Ol ey be wsed i detertetting  the value menuoned iné @l 'E'L’E"; ‘a&__,i u“;_: JAH ru_] ‘_-'-_:J‘ Ly J"
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ment the brce used shuall be the List price  deterimine
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{(d) Operating Company shall prepare (not less than ninety (90)

(c}

{h)

days prior to the beginning of each Calendar Semester follow-
ing regular production) and furnish in writing to CONT-
RACTOR and EGPC a forecast setting out the total
quantity of Petroleum that Operating Gompany estimates can
be produced, saved and transported hereunder during such

Calendar Semester in accordance with good oil industry
practices. QOperating Companv shall endeavour to produce
each Calendar Semester the forecast quantity. The Crude
Qil shall be run to storage tanks constructed, rmaintaimed and
operated according to GOVERNMENT regulativas, by (pera-
ting Company in whtel: sail Crude il shall be metered o
and the other

rovalty, [T POSEs

otherwise measured for

required bv thiy Agreement

CONTRACTOR shall luve the ozl and the olligatuon o
separately take and export currently all of the Crude Il
to which it is entitled as is determined .in accordance with
paragraphs (a) and (b} of this Article. Subject to payment
of sums due EGPC under Articles VII {a) (2} and IX, CONT-
RACTOR shall have the right to retain abroad all funds
acquired by it abroad including the proceeds from the sale
of its share of Crude Oil exported.

ARTICLE VIl
TITLE TO ASSETS

EGPC siwail beconwe thie owner of all assets acquired and
owned by CONTRACTOR 1 connectiom with the operations
carried out bv CONTRACTOR or Operaring Company in
aceordance with the [aflowing -

({v Land <1l _h-:'ﬁ"n:m'- el DPOTIer Ty ol FOrPCG a s e o
15 purchased.

DV Tl v feed und s aabie assens hall be vnsferred
aumrdalicev Trope CONTRACTOR ta EGPO as soon
ag thes are purchazed noov Janded ot ALRLE.

The Beack Vame oo he Assere created dunng each Calendar

Year <hal” e ceanoupiers e CONTRACGTOR - 2P

nr by (}pm'nri::: Commpatee v EGPCL amll CONTRACTONR

"'IJ. .lxs.i., -:.' !“_.n

Wity thitr oy el b e (e

Aareemient and the renewal preriod

During the e o thne
CONTRACTTM G (rerating Company are enitied ¢
Agreement and Area
inovahie assete, CON.

and EGPC shall not dispose of the same

in rhe Area, any  other

VOGP

the full wuse

approved by nt all hved znd

TRACTOR
except with agreement G{ the other.
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ARTICLE IX

SIGNATURE AND PRODUCTION BONUSES
() CONTRACTOR shall pay to EGPC as a Signature Bonus
the surn of two and one half {2.5) million U.S. Dollars on the

Effective Date.

q

Iy

(b) CONTRACTOR shall pay to EGPC the sum of ouc (1)
million U.S. Dollars as a Production Bonus when for the

first time total average dailv production is sustaived at (e

rate of fifty thousand (501,004} barreis per dav tor a period

of thirty (30) concecutive producing davs, ;

i

128

(c) CONTRACTOR <wall alwo iy te

of two {2) miliion U780 (il o

LGPC the addivbonal sum

a Productooer Boogs ol

for the first tinie total a2 crise dinly production s sistained
at the rate of one hundred touwsand (1000007 bagrels per
day for a period of thirty (30) consecutive producing days.

CONTRACTOR shall also pav to EGPC the additional sum
of five (3} million U.S. Dollarc as a Production Bonus when
for the first time total average Jaily production is sutained
at the rate of two hundred thousand (200,000) barrels per
day for a period of thirtv (30) consecutive producing days.

()

i€} Both aforesaid Signature and Production Bonuses shall neither |
be recovered nar amortized bv CONTRACTOR.

ARTICLE X

QFFICE ANDY SERVTOF OF NOTICF |
CONTRACTOR shall peigoai

1onces shall be validls served,

1 OMtiee in NR.TL s which

The General Manauwsr and Aststant Manpager Jiall e citrasted
w CONTRASTON - e iy TR O T 1 AR | MR TSR T PTRrS P

elv and cornply with 7 focal oo otes Frectione civer o igm Lo *
he GOYERNMENT r fs repy Coupies the ot JRREEV
GECRNENL O a1 rni coo e, o qed g Lv---.'.ui"-;a' ST T |
SIIEQ{ v :‘.i[‘-_‘l d1 IITJ;]' NARRE T T e SERTERNESY SEREN e Tl 1"_7”! I
US Awmeemant. .'
All wavers and nenees s e A I T T
hach v doft at the e o1 e Cienterad Mogiaser or wijies t
e osent o v ?Jj, v ey st e D YT R ey S |

AKFE :
Notwes under Artiet XNE sLowid e sade b an iy hesre i

itice

All maziers and notics: shall he decned to he validiv served
nch are left at the office of e Clirman of < PU o which
> sent ty him bv registered mail at BGPC': main office jn
iro.
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ARTICLE XI | (apte waiklanl)
SAVING OF PETROLEUM AND PREVENTION OF [LOSS 5yl o33y ol e abil<!

(@) Operating Company shall take all proper measures, accord- L;)lll :..:..-\;Lp-?‘ FH ] ;:JT ;JL:l‘.,JL ic 13 :6;2“ J“ ([)
myg o generally accepted wethods i use in the ail industry | "LEC!“:'”J] “"@L”d ",I‘-] I alc M“}Jm J-TL'_;” Uj_',
t t los ste- of Petroleum ahove or under the | TP | IR T -
(» Pr:u::n mw.{ O \1‘;&*‘::\‘? nd _IE Ty umla 'lj]'ﬁf mtl ;_ el 1 1::1 :.Lli < Jﬁ u"fﬂ o }T g dr.'-l_.'.a_" J_,_;\.n
ground n anv lorm durmg drilling, producing, gathering ar . . | _
Gy, e el gl sl gaanedly - 51, bl lie
distrihuting or storage operations, “T'he GOVERNMENT las Lt 7 E { G:"‘i’J“’L.:T " ’fC # ""fi-]‘:"'
the night w pn;*n;ut any operation on anyv well that it nught | g ILF B ety "‘;'--"'! S L}p "—TLF LS‘ Cc g L}’LI'
reasonably expect would result in bss or damage to the 2l ik }T 2 _;.L...:T- Jl E35 (4 i.L,Jl oA {_}I npy
well ne the oil field, ! i &)1 L.Li"'.- _,1
!

(7} Upon completion of the drilling of a producuve well, Opera-
ting Company shall mform the GOVERNMENT or its
representative of the ome when the well will be tested and the
procduction rate ascerfained..

Sl Wl g ooi e i JECU A (<)
o Simdly Ll ae e e e T KLY ks,

lg=12] Sk

(¢} Except in instances where iultiple producing formatwons i o L.}JJL” Ct"-‘:l_ lf_-‘l-ﬂ—:il ]-f:i L_.{f_ Y L.;Jl ) |es u-Lu...-b (;..)
Al g 3 gale Jeazel Y I S1S G aodca Gz 2 L K
AT W a..:..lu-j? U (_‘)J-\-J" Ct:l_;}{‘)' J;LS L_E.-\)“u.‘

Ay Sy 3 aethl e dedy 3 ke dleh o 3L
the same tune, except with the prior approval of the (IOVE- " ‘H{ - "’l o ) 2 y e S i
RNMENT or its representative. ; - llh"' :.'-'T **}ﬂl A R ‘»ii‘ljs Llf‘- J_,«d..J-J A \jll

the same well can only be produced ecomomiically through o
single tubing string, Petroleum shall not he produced from

multiple oil-cartying zones through one string of tubing at

(d} Operating Company shall record data regarding the quan- | q._'_.l:i 1¢l:1-']-;_,l;'n,_.:" onand Bl ildaall ac & ';f:r:Ji e ( 3

uties of Petrolenu: and vater produced monthly frﬂom each | Ve J-‘_; g. 1:5.: Ads L.E‘L.J"' l:_”_: Ef;'-;“ oL, J _;.:“

'\ ot Jease. Such data shall be sent to the GOVERN- ] . 4, . .o . WY E :
dt‘\f‘l{}pmfnt L LuclL *a 14 £ Ren 1€ ’ u-"\.nl-‘ J..nu-l 'u:JJL\"'Yk L}F‘ . JT ILAJS:;M Jl ..;_.LL,“ :
MENT or 1z repressntative on the special forms provided - Teabl: [ , '. . |
for tliat Gurpese wathin tharty (30) days after it 15 ohtained. | > ‘?é_*’] ‘_-’" e 3 (1"* ) Cf’:* e ""U':“-’ e J‘"l lad
Dail o weekly statistic: regarding the production from the 4 g Y JT *:"JJI SAMWEERY Ll "-:-'m;':“ oA é“
Area shali be available at all reasonable times for exaininatimn GP d lf-:u-:-.! LAJ'IAFL 4.._..:-::! aslall J*‘EL:Y" iald)

; -I. A 5 '1:' ' ™! ' - AR -t - - ® .
Ovoauthorized  representatives of the GOVERNMENT. . @-:,,.:.:-li J.AJQ-I J_f-l.!',..;:‘-.d_,gqll TR

- Daile drilling  record: and che graphie lpgs of wells must eee e bl e Lo o _. . e )
thow the quantiey and ivpe of cement and the amount of ] m.....:-*_}-g]_g AP s ded) "'"LLJ‘ J*’(' 3 S ('ﬁ

. | - . y r -y 2 ' - - F - . N
wih o other watecialy wed in the well for the purpose.  nf “:T*_:r J‘_} oyl ty;' 4:5-:}5 W3 _,m_-“ ,;_Lgn.J A;Lrn
protectiey Pewaleurs, casbearing or fresh : P til fe - - LI =l
r[}I'-'.J' ECclingd ¥euralewrn, ©a garing o fresic water srata. i JJL,-I!&J'-‘ __:'I J.:.II: fJ'll .,:_;IR:.EJ] Ju[-ﬂI 4:-”4_’. AP -'._;f':li ;Jl.ﬁ

ANy ubstaltial chauge of mechanical  conditions of iy

- et - [ - »
L, -K-L‘ J .“ " . y L" I
well after itr completion should be subject to the approval St e JJL d'-‘-:f.:’:‘{“:”ulj . "H-LAI :l'l }lg_,i Jll”

it r1he representative of the GOVERNMENT. *L}S:-J‘ u‘*': mbl leals djg_ LJ‘ - J}Eﬂl - P!
ARTICLE Xt (s a2l
}
._ - I .
CLSTOMS EXEMITIONS f 4':"(:??:1' g,:_:‘lRFYl

W RGP {-1}-“"-!.H-"‘{:-!-Uﬂf “[-‘1-‘1'#115'!'.:' (:HHI}J‘.H]‘. ancd their o). :

]l q iy ic 71 B . 2 4
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plies, mnsumah!g itents and movable property, when ceriified s _‘j)ﬁ.l\ QM\J if‘)lf:.ﬂ‘ﬂ CLJ‘; ,__"_.l,:ul.,\,.'j‘_,
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by a responsible representative of EGPC, w0 be used silely 5-3_;;7—-“:-1::"“ oAb UL‘L*-‘}U d_jf;_,. Luu"J\J‘il f._u;

in carrying on operations under this Agreement, gasde 'J:,'_,I,L.H ol el _L:g,:ug\f“}‘; L—‘LL‘-"B_J_}"QL

Gy oda

(b) Each cxpatriate einployee of C()NTRACTUR, and Operat- e\all «S}-J‘ Jolali dLJ-‘ wu}] L_-I.L_}A ;KJC_;-JU (u)

ing  Ci ~ and the said contractors and sulkcontractors

Ing Lompany an ntra - r..)|= 'v-f*“ 1l LU\ o ‘_nI}LO-U_, (_delﬂl]_’ ..___.| L
shall be permitted to import and shall he exempt from all

. \j.ﬂ-llj-lﬂutfjﬂ‘tr}n)1 'UE'J;- hin#it.}-‘.‘}:‘d

.
househiold  goods, itens and  personal effects  including  one I UL:‘" ‘-’U-ﬁdt‘—“‘ i:ﬂ::J‘ Ax.e )"_, .}\}“) 'L:J_;L!u'l ._:_;L..‘_U
autormahale : provided, however, that such propecues are npeo- JL,-,.w}“ .-_1.:..'331*:.:5..& .'-'«I_ﬁl-"‘._l_;;; QT s o .Jg_;u:JJEEJ\.p-‘}
rted tor the sole use of the emplovee and hiv fanly andd J_,.Ua.:‘,_,LLL 5 Lﬂgt uf".-f_ EI‘IJM‘: ‘i‘-J‘L"L.:'- 2ol

ovided, further, that 0o such property  imported by the ] - ) . L ;
vl (e e por W 0 G ol

customs duties with respect to the reasouihle imlmrtmiun e:f

employee shall be resolkl by him o the AARE.  eveept in LSy A _
accordance with GOVERNMENT regulitions, e :--Et‘_:.ﬂ: l"C

‘ey  The exeraption provided in (a) of thi.ﬂ Article shall not apply YU AP e ;r | ) n_)j.:."l 8 -LL':- -ﬂjﬂiku nL*'ﬁ‘}!'l __5.‘4,...-"-\} (:.-. lJ
te any baported ez, when BEGPC considers itens of the '1_1;_, : ..,..’1 3 'E"hl 33 §is -.L..-fl Ju| Lﬂ- |

same, or substantialh the same kind and quality are manui-

LL— C.h "-_n- a.}y'j Lﬂ-.-.-ﬂ_rf—lp- ”- L;-L....,:}"li-la.m
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actured locally and are available for purchase and timelv

delivery in the A.R.E. at a price not higher than ten (10)

percent muore than the cost of the unported items hefore | (4 U J{ \ )L_;--* o -L_:-:_ g (C Ty f:}
custorns duties, bur after transportation and imsurance costs ey _.L_'J‘:\__J} d.:ﬁ';r.l i'-'*"""s“ -uLa! J-3 _3‘,_,___‘,11. "LS‘"“’K‘"
have heen added. | ; _ C.NH]J J—w K5 ulsl

(d) Any of the wems mmported into the A.R.E. either exermpe s ug’] ,J,_,, (F’ o C) d_ﬁ g 4 o} ,.,f\,.,m J,T (_1)
or non-exermpt from customs duries; taxes or umpests under ) ___H T,___:‘L all T ('ZL\’J"_}‘ PR T {-1 a_...-.n.F-i
: . - .

this Article mav he exported by the importing partv at any Jﬁ\ Y s \h{ Al gk 5;Ll'l LB o2AL iy ﬂ“

" time withouwt the pavment of anv export duty, or smpost. _rv!h\l-' .y 41 ad QT ‘_]_!,__ 4.__...I: \-';T ;_; l.h_})}.al L;JH
LI

. :"':.,h ‘,""";'." q.._,.?;?j J"; .}i
(¢} Used but serviceable material, equipruent and goods resulting ,,_*,,l.,LuJ!i= i l'i.:-lu;;i‘._, PRI Y ,.?L#:Jb "-:-'L"'ﬁ‘l") J‘J‘H ( "")
from operations hereunder mav hg sold within the ARE pro- lén-—# 245 Jeo-Wai o J* <L -ﬂ ;j'.,_,,‘jk,l,a f’__-’""-ﬁ“
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Fy o Nlateril, wpment and gonds s damared or used A - o ¢ v -
fi Maseril equipment and wrds o danaged o wed acw be g e F i 1 abadl, Sleedly shydt ()

non-~erviceabbe el whaclh are classified by CONTRACTOR o "S"';J] M "'E'l .....-:! \ JLA..'...J'“I -1 J u '1
Pt A 3 A Y

Ul‘rtnui!tj-‘_t Cormpany as serap or Jauk fany such GONTRACTE. i
| - “ 3 |. ]
:..*‘J s ‘“‘“»5‘)“““:“ b UL

OR’s appriusat being subject to EGPC approval and any
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et (el WA o 2N 1) QL gl
ipi sl A5 oy g3 0 Wl AREPC Yo

Ly pa uﬂ*‘,u*

st ()‘FH"I Hl““ (ﬂ]ﬁ!]‘&l’l‘. ..:LDFIT“"-«.J.I I‘I-I',"in{ Ll_[h”_ ot FGPC
and CONTRACTOR approval) may be sold as erap or junk.

od without pavient of customs duties. taxes or ERYI0sts,
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(¢) In the event of such sale under paragraph (e} and (f) above, | (yf Ji!j"J sl 5! 1 d _,L“ o SALE -] Y 3 (3

the proceeds from such sales shall be divided in the following

manner

t_,::.lh.u oy Iy W14 £35 alle ( s ) 5 (,)
;U dll L

CONI'RACTOR shall be entitled to reimbursement of s | 5, ,___‘Jg u‘#-'u‘-“‘ a L _v,\_-,ﬂ\ J}L_A_L\ Lo

unrecovered cost, if any, in such material or equipment and

the excess, if any, shall be paid to EGPC.

" (R)*“Customs dutles”, as used herein, shall include all duties, axe

or imposts (except those charges paid to the GOV ERNMENT

for actual services rendered), which are pavable as a resul

nf the impnrtatinn of the item or items under consideration.

There shall be nn licence required, and CONTRACTOR an¢

EGPC shall he exempted from any duty, fee or any
other fimncial upost in respect of the export o Perrolevu

()

tax,

hereunder.

At a reasonable time prior to the commencement of Commer
cial Production EGPC and CGONTRACTOR shall meet and
agree upon a procedure for scheduling tarker liftings frou.

the agreed upon point of export.

G

ARTICLE XIII

BOOKS OF ACCOUNTS - ACCOUNTING AND PAYMENT:

(a) EGPC, CONTRACTOR and Operating Company shall eac’
aintain at their business offices in the ARE. books of
accounts, in accordance with the Accounting Procedure 1
Annex “E” and a::cepted accounting practices generally used
in the petioleum industry, and such other hooks and recorc
as may be necessary to show the work performed under this
Agreement.. meluding the amount and value of zll Petrmlew

produced and saved hereunder. CONTRACTOR and Oper:

dng Conpany shall keep their hooks of accounts and account.

o records o Srates Dollars,

Jall furnish o the GOVERNMENT

T nned {'1pera tiug Cmmpmu

T r{-pre.s:entulix

Oledld e diyle atds oy ob ¢ Slaght 5t sl
Ll ] ¢ as,

s Ul impat GAGH o) a3
G all et d Tl T AT e ST AN
P glic{ﬂ ald o leos Skl R A L obsial)

TR IR TCA VT DS N P USPR PY | BY

#lh L; 4ﬁ.;“ J\‘:‘l‘ J}_;-_J‘! j_.i.-..:T J’- :.....a..d_;l.‘l 1 J_,La}-:* ijq‘ I:: _L r
P ¥72} el sl ays DYl
RPEWE RTUIEERANPIL I LR R e

sl =gy wl e

J...!:zﬁb ,,J ..___D‘ﬁU‘ J.J‘: (l:l_l "L"" ;_';Lu..: [ djm.l\,

( ﬁfu.ﬂ- 4..“..“ u.lL" )
Y S R
Kem(

:_:1. “—J.I.LU_, :l:.-ﬂ\. .J-l\ —_—

ATIRIES U (T4 DAt PR PATE P By R

el Uiy Lsy(e e )3 e O PER WP

G 1oy gy a ) el 3 ol g
Jedi el el ¢ R R P TIGER S W O E Y 1.-..: Jyeally
i S e di b el UM .Mi!} s ~ I
A.Ja..:si\} Ja;.ll«,.._tn.sﬂx_.\!:;g : LGVl oda
,_;_,I;L...'l:ul.ll S ily Jplald Ly, A.J'L:A’\.,.'L:- 2
A ‘JJ,JU__,L.J-\ \PH.L.:.. ) AR Luuy,e,,m
s WY

L
nﬂ-*--h

___ILL.A"U 4.1.;:1 AS’-*—J .l-..l,.:.:: 4.(:1 ,..-l

- -

- . . L.
menthly returns showing the amount of Petroleum produce: La m:«-m -.H 4.,.-; 3 A L- lé'!.-f o | da (_EL | g
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dofivered o the GOVERNAMENT or its representative with
thirty (30 davs after the end of the inouth covered 1t

rETUIT).

The aforesaid books of accounts and other books and recr’
referred to ahove shall be available at all reasonable times for
inspection bv duly authorzed representatives of the GOVERXN
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(¢} CONTRACTOR shall submit to EGPC a Profit and Loss

Statement for the Calendar Year ot later than March 15

of the following year to show its net profit or loss from the

Petroleum operations under this Agreement for such year. I

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

ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

CONTRACTCR andjor Operating Company shall prepare
and, at all tines while this Agreement i¢ in force, mamtain
accurate and current records of its operations in the Area
hereunder, CONTRACTOR andfor Operating  Company
shall furnish the GOVERNMENT or us representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasumbly. require, inforima-

tion and data concerning its operations under this Agreement

CONTRACTOR andjor Operating Company shall save and
keep for a reasonable period of time a representative portion

of each sample of cores and cuttings taken from drilling

wells to be disposed of or forwarded to the GOVERNMENT

or its representative 13 the manner directed by the GOVERXN-
MENT. All saituples acquired by CONTRACTOR and/or

Operating Company for its own purpose shall be considered

available for inspection at any reasonable time by the GOVE- -

RNMENT or its representative. Any  such samples wluch

CONTRACTOR or Operating Company has kept for »
period of twelve 12 months without receipt of nstructioms
to forward them tw the GOVERNMENT or its representatinve
or elsewhers may be diposed of by CONTRAUTOR or

Operating Company at its discretion.

Unless otherwise aurced to by EGPC, in case of exportig
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shall be repatriated to A.RE, on the understanding that they
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(c) [Junng thc period COWRACTDR is conducting the explora-
tionr operations CONTRACTOR shall permit EGPC through
EGPC’s duly authorized representative or employee to have |
full and complete access to the Area at all reasonable times
with the right o observe the operations being conducted and
to mspect all assets, records and data k:pt by CONTRACTOR.
EGPC’s mprcseumtwc in exercising its nghts under the pre- l
ceding sentence of this paragraph {e) shall not interfere with
CONTRACTOR's operations. CONTRACTOR shall provide |

!

EGPC with copies of any and all data (including, but not !
lnnited 1o, geological and geophysical reports, logs and well
surveys), information and nterpretation of such data and
mformation in CONTRACTORs possession. ARl such data
and informpation shall be kept strictly confidential and shalf
not he divulged by BEGPU except to affuated compames, or
hv the GOVERNMENT, without the consent of CONTRA-
CTOR while this Agreewent remmains i lorce. However,

for the purpases of obtaining new offers the GOVERNMENT

may show any other party geophysical and geological data
(the age of which 15 not less than one year} with respect to
the Area adjacent to the Area of such uew offer.

1

e

v Wy Bl g e g Apaew

ARTICLE X\

RESPONSIBILITY FOR DAMAGES
CONTRACTOR. shall entirely and solely he responsible tn accor-

dance with the faw towards third parties for am dainage caused by
CONTRACTOR’s exploration operations aud shall indemwly the
GOVERNMENT and/or EGPC against all damages for which

it mav be held hable on account of any such operations.

ARTHCLE XV

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Puly authorized representatives of the GOVERNMEXNT shall
have access to the Area covered by this Agreemnent and w the |
operations conducted thereon. Such representatives mmay examing
the books, registers and records of EGPC, CONTRACTOR and
Operating Company and make a reasunable uumber of surveys, ‘
drawings and tests for the purpose of enforcing this Agreement, !
They shall, for such purposes. be entitled to make reasonable |

wse of the machmery and wstrumenty of CONTRACTOR m-t

Operating Company on the condition that no danger or impedi- |
ment to the operations hereunder shall arise directlv or indirectly |
from such use. The GOVERNMENT indemnifies and shall

veimburse CONTRACTOR or Operating Company for any loss i
or damage which may m fact result from any such use of said

machinery and tnstruments. Such representatives shall be given |

reasonable assistance by the agents aud employees of CONTR A
CTOR or Operating Company so that none of their activities

[
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CONTRACTOR or Operating Company chall offer suen represen- l

tatives all privileges and facilities accorded to its own employees
in the field and shall ;;mvide: them, free of charge, the use of
reasonable office space and of adequately furnished housing whsle
they are in the field for the purpost of facilitating the objectives
of this Article.

Any and all information obtained by the GOVERNMENT
or its representatives hereunder shall be kept confidential with

respect to the Area and chall not be disclosed dufing the term
of this Agreement without the prior written consent of EGPG
and CONTRACTOR.

ARTICLE XVI1

EMPLOYMENT RIGHT AND TRAINING OF
ARAB REPUBLIC OF EGYPL PERSONNEL

(@) It is the :dtsire. of EGPC and CONTRACTOR that opera-
tions hereunder be conducted n 2 business-like and efficient
MAanner.

(1) The expatrate +dministrative, professional and techical
personnel employed by CONTRACTOR or Operating

Company and the personnel of its countractors for the
conduct of the operations hereunder, shall be granted

the residence as provided for m Law Nu. 89 of 1960 as
ow amended and the work permit for aliens as provided
for in the Ministerial Order No. 9 of 1963 as now amend-

L]

ed without prejudice to the' ARE. laws and regulations
relating to public policy or public security.

2} A minimum of twenty five (25) percent of the coinbined
salaries and wages of the expatnate administrative, profes-
stonal, and technical personnet employed by CONTRAC-
TOR or Operating Gompany chall be paid in Egyptian
Currency. On [inal repuartnation such personnel shall have
the right to remit abroad i 15.S. Dullars ot other curren-
cies the unused portion of Egvptian Currency i exeess of

twenty five (25) percent of such personnels salary.

() CONTRACTOR and Operating Company shall each select its
employees, and determine the number thereof, tw be used for

vperations hereunder.

() CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized tramming programs for all its A.RE.
employees engaged 1n operations hereunder with respect 1o
applicable aspects of the petroleum mdustry.

CONTRACTOR and Operating Cowpany will undertake to
replape. gradually their non-executive expatriate staff by qua-
%ified nationals as they a¢c available.
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(d) During the period when CONTRACTOR is conducting Ex-

(¢) CONTRACTOR shall during the exploration periods and

ploradon, CONTRACTOR shall give mutually apreed num-
bers of EGPC employees an opportunity to attend and partici-
pate in CONTRACTOR and CONTRACTOR's affiliate train- |
Ing programs relating to exploration and development opera- |

tions, :

1

consultaiton with EGPC arrange for specialist training outside
the AR.E. of a reasonable number of the staff of EGPC.

ARTICLE XVII{

LAWS AND REGULATIONS

a) CONTRACTOR and Operating Company shall be bound Hy f

')

]

:d) The comractors and sub-conuactors of CONTRACTOR =4

w2} Lu case of national eimergency due o war or

Law No. 66 of 1953 excluding Article 37 thereof as amended
by Law No. 86 of 1956 and the reguiations issued for the in:-
plementation thereof, and including the regulations for the

thle

safe and efficient performance of operations carrted ou:
the execution of this Agreement and fur the conservation of
the Petroleum resources of the A.R.E. provided that no regu-
lation, modification or interpretation thereof shall be contrary
to or mnconsistent with the provisions of this Agreement.

EGPC and CONTRACTOR shall be exempted from all taxes,
except as provided in Article III paragraph () for income taxes,
with respect to the extracting, producing, exporting or trans-
porting of Petroleum hereunder. CONTRACTOR. shall alo
be exempted from any tax on capital.

The rights and obligations of EGPC and CONTRACTCGR |

under, and for the effective term of this Agreement shalf “»

governed by and in accordance with the provisions of this Agrer-
ment and can only be altered or amended by the rmutual
agreement of the said contracting parties.

L

Operating Company shall be subject o the provision: = )’

Agreement which affect them : thev shall also be baund hw 'I
all regulations which are duly issued bv the GOVERNMENT

from time ¢ time.

ARTICLE XIX

RIGHT OF REQUISITION
HXItNINent expec.

tation of war or internal Causes. the GOVERNMENT Ly

requisition all or a part of the production from the \jea |

ohtaiied hereunder and require Uperating Camnpany 1o increa-
s such production to the utmust possible maximmum.  Tle

GUVERNMENT way also requisition the oi] field itseli apd,

if necessarv, related facilities.

—K

’i"*‘bmc Jﬂil-l()_gh::_ ¢ Loyl o Uam J,lald el L] (

232\3 L il G 5 b . “ l,_._bda:...ﬂ.u-,'ic-.. 3

By gl - R P - pev t‘ 73 8L P
e Aadly Co ) Sl gl 1§ wlil

1
1

R ) I

T O N oy & T

g, Jal e Lo\ e L2y o 35 I3 (a
Gt e 3 (fopz) g Tamis g
(Ef:& Fee) EJul)
él_,lil, CJ:;‘JE.JI
9 {‘i_) Oyt SUedl 30 ';)'}:ﬂ_, Jalal]
A T;'} Ol Jad: (AN cikiel yqap L)
gl ey g Lo oaiid 3,500l L,{UJIJ V4o1 4
Ab LD T 2 Sl dst sl Wkt Lold'
2 (E '(T_)_:.i Jrad sabas to Aaiblly Liliyi
hJLLL‘J:.iJIJT \..:.l){:_-tl:ﬁ__’i éi_,m niﬂ&*dt dﬁf 'YT

n
RS TUREL F

- Y oda oy w1230
3 Al b kel ¢ Ol B Lty sl i (L)
< Bl o o kil 4 e (2)a,m k) 5
ot daml By Akt s 5] i ezl
AWl do 1o il Loy b sl i y . aSlsY)
LN ads §asyly1 Ly sl Sl G, (>)
WY A o8 Lot 3 S L L bl

Cor SA% SEY Y s T b SNV U b,

| el i by

Lﬁ'jjl.{, i.;.rl:la.. ‘u_ 2R E;:-:l_: ,_I,_;LH _}T}‘.i; ‘:ﬂf- i.ﬂr)
RARTVSTER IS D LPRTY PRy WA oB S Lt

Y e S s ” i‘l RUFH

(5 ae Aamlid 5oL )
ALY o
B 85 o sl L e b e ()
(‘::’ f_ﬂ’y. b ol e *-“'.:] Sball e (1}
Dot 5t Qlnilnls LY ) T T
e Spadl ST AN pem o K e Sy
IR RV EIR) I E DN
P N P I PN KPR NV
- - - - - N

R CRRAr S-S bt IV CPRE R o N i te Ly o L..m_'i

. 4 aalal ahy W



. ’ : - I '—_ mak—— e e e e
) In all the cases, such requisition shall not be effected except b 1LY T 4pn Ame N LAY BYY f::' Y J _,.a-“}ﬂ 4K g (,_'_‘}
"l-. it L " - hei restn- i ‘ | . - s "
after invitng EGPC and CONTRACTOR or their rep . -_'P-f"_‘*"-'u. ~ d)""’-aJl A" S __,Ua.d l”"f_‘l":. s d}m‘.ﬁ

rative by registered letter, vith acknowledgement of receipt, ]
Ao express theie vidws with respect (0 such requisition. * ;:’.:UY‘ s dt"'"‘ F* Jh' "':-'l&’f.}

) T, requiion of pructi sl be effectet b Mt | SZAI LT ¢ gl oomst 253 Jo ¥l 3 (o
Order.  Any requisition of the oil field itself. or any related | ool (—-‘-_‘ bl Y & i _;': s J“dirdg .
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to EGPC and CONTRACTOR. )

facilities shall be effected by a Preadential Decree dulv notified

i
dr In the event of anvy reginsition as provided wbove, the GOVERN- \._',.L' gﬁ}.} o b gj;] b LA 1&.:.1# (..!_ ‘ JLL--': et e g ( Y

MENT shalt indemnifv i full FGPC and CONTRACTOR N e nK e o J mblﬂ#ﬂ.l o ;:JL
. "‘--"‘# -l Al o ." —rt - -’. .

for- the perod during which the  requisition s maintaned, o
. b
includimg - | gl
| :‘ -
(11 All damages which result f an such requisition !' . I-:)L;-'.i\ RY UC-CJ-\: LQI _JLa-E:Y‘ HﬂET \ )

2) Full payment eacl: month for all Petrolewn exwacted by | £ oisl b K o ‘J,.KJ ey @l W (7)
the GOVERNMENT less the rovalty share of such Pet- | e e ;}1-"}" dlf:-.a.ﬁ- Aoa \4_,.-.::# Jam O w Sl

rolsum, £ . d.!J-‘Jl

However, any damage resulting from enemy attack is ot with- : J.'..:pl..m‘ﬂf b dod Sl <l O i -
Ul JL:let_.u P25y (3) el pgpin Gl
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in the meaning of this paragraph (d). Payment bereunder

shall be made to CONTRACTOR in U.S. Dollaes remiteable |

ahroad. The price paid to CONTRAGTOR for Petrolesn
taken shall be calculated in accordance with Article \'T1 para-

araph (c).
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\SSIGNAEN T A
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fivin or corpuration not variv bereto, i whade or in nurt, any
of 1t pigits, privileses, uaties or obligations under this Agree-
ment without the wiritten consent of the GOVERMAIENT. .
- . = ™ 1 - - . - i | = - . - ol - |
Hlowever, either EGPS o CONTRACTOR shall bw iree ¢ dy - J}“l& j‘ "'-*-'}u ot L*E:b 7\ Ay . *'J{’"Qf‘
. - ]
wEsign s orights, privilecos. duaes and ohlisavons ander this e 4 4 il s .JJ'L:,_-‘:” J;'I_jl;:..l_} d.i_,jp— % —J_;.,h:!i ¥

Agreement 0 an affiliaied company : and provided. further, : T - -
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that the assignee shall be s guabideod oy e assignos witic yos |
pect to its technical and Tmwncial competence, and exeepting d}‘..'-" pldat e *:ju‘} "::"H ;J.Lilll. —— Jyedd
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GOVERNMENT approo! w0 the assgnraent shall bee first |
oiytained.

1 whole or m part. auv of i rights, privileges, duties nr abli- e af E_,_,illxuﬁl _;i 4}14-!_, }'l. 4:1_31..:; _,i Ji_,.i.a- u‘"-"
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~ the GOVERNMENT if required under this Article shall not be
arbitrarily withheld. To enable consideration to be given to
any request for such consent, the following conditions must be

—— —
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fulfilled -

(1)” The obligations of the assignor deriving from this Agree- '
ment must have beer duly fulfilled as of the date such
request i1s made.

{2) -The proposed assigric: or assignees must produce reason-
able evidence to the GOVERNMENT of its or their
financial and technical competence.

3) The instrument of assignment must include Provisions
stating precisely tha: the assignee is hound by all coven- |
ants contained in this Agreement and any modifications
or adfiitions in writing that up to such ume may have
heen made. A draft of such instrument or assignment shall

he submitted to the GOVERNMENT for review and ap-

proval before heing fornally executed.

¥

¢t Every executed and delivered instrument of assignment assign-

ing any of the rights, privileges, duties or obligations hereunder
of EGPC or CONTRACTOR, shall be submitted to the
GOVERNMENT within thirty (30) days after the GOVERN.-
MENT approves the assignment, for registration in its registers.

d)

ARTICLE XX1
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BREACH OF AGREEMENT ANED POWER 1O CANCEl

Ehe GOVERNMENT shall hage e right w cancel this Agree. |
ment by Order or Presidentia]

'I‘R.A(I'I‘t':fii"\‘.1 in the following

gy

instances -

If it inowingly has sulinitted any false statement to the
GOVERNMENT which were a materal consideration for
the execution of thix Agreement "

2y If it assigns anv interest hereunder contrary ) the provi-

swons of Article XX herenf

3) I it s adjudicated bankiupt b a4 court of corapetent

Jurisdiction :

A H it does it comply wuli any final decision reached as

the result of court proceedings  conducted under Article

XTI Paragraph (a) hereunder.
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(5) 1If-it intentionally extracts any mineral other than Petro-
leum not: authorized by this Agreement or without the
autharity of the GOVERNMENT except such extractions
as may be unavoidable as the result of operations conduc-
ted hereunder in accordance with acoepted petroleum in-
dustry practice and which shall be notified to the GOVERN-
MENT or its representative as soon as possible ; and

(6) If it commits any material breach of this Agreement ar
of the provisions of Law No. 66 of 1933, as amended by
Law No. 86 of 1936, which do not expressly contradict
with the provisions of this Agreement. Such cancellation

shall take place without prejudice to any nghts which

may have accrued io the GOVERNMENT against CON-

TRACTOR in accordance with the provisions of this

Agreement ; and, in the event of such cancellation, CON-

TRACTOR. shall have the aght to remove from the Area

all its personal property.

{b) If the GOVERNMENT deems that one of the aforesaid causes

(other than a force majeure cause referred to in Article XXI1
hercof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (30} days written notice
personally served on CONTRACTOR’s General Manager in
the legally official manner and receipt of which is acknowled-
ged by him or by hus legal agents, to remedy and reniove such
cause, but f for any reason such service is impossible due to
unnotified change of address, publication in the Official Jour-
nal of the GOVERNMENT of Isuch notice shall be censidered
as validly served upun‘ CONTRACTOR. f at the end of
the said ninety (90) days notice period such cause has not
been remedied and removed, this Agreement may be cancelled
forthwith by Order or Presidential Decree as aforesaid, provi-
ded, however, that if such cause, or the failure to remedv or

remove such cause, results from any act or omission of one

party, cancellation of this Agreement shall be effective only as

against that party and not as against the other party hereto.

¢ CONTRACTOR shall be allowed to rernove its belongings

from the Area of any lease cancelled herennder after settling
all clains due to the GOVERNMENT.
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(2} The non-performance or delay in performance by EGPC and

(b)

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

| consequesce of such

b L i ey e ﬁ-—-—d
L 4

‘ nu\s)_,_,k.aaq-.:.x.jl_@_.@.._,_lli-h__,::dl

e .

ARTICLE XXII

FORCE MAJEURE

CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if and to the extent that such |
non-performance or delay is caused by force majeure. The

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

: | B
(;J_L‘:.-u_’ i.:ll:.” ;JL_U )

b eligl e ¢ Ll JTuase a g, J_,w\u;.,_-_(

vbflg UL Ly Gl g NP

A3y il g e Ll e ,T L) e Ok 3
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such period as may be necessary for the restoration of anv
damage done during such delay, shali be added to the tipwe
given in this Agreement for the performance of sucl obligation
and for the pecformance of any obligatie:n dependent theveon
and to the term of this Agreetnent, hut onlv with Fespect b |
the block ar biocks affected.

“I'orce Majeure”, within the meaning of this Article }{XII,

MENT of the ARAB REPUBLIC OF EGYPT (or the NE-
THERLANDS or the UNITED KINGDOM GOVERNMENT
with respect to CONTRACTOR) whether promulgated in the -
forma of a law or otherwise, or anv act of Gad, INsurection,
riot, war, strike, and other labour ‘disturlmnces} fires, floods
or any nther cause not due 1o the fault of neghgence of ECGP.

and CGONTRACTOR, or either of

lar to the foregoing, provided thac any such ecause

themn, whether or not sini-
|
is bevond |

the reasonable control of EGPC and CONTRACTOR, or

either of them

V‘-?itllﬂllt IJI"E‘.jLH“L'f*. Iy [Ilf‘ e e gl PRI as han b oetbipe

wise provided for berehin U GOVERNMENT sl ss e o0 o
responsibiliy whatsoever v, EGIC 4.4 CONTRACT NG o

eather of them for any datnages, vestrictions or Jass Arisi iy

fase ob farce mateure, CNCERE R farer

FenuUaions or direetion

GOVERNMENT of the ARABR REPUELIC ¢

LTt
W 1GYR

majeure caused by the order,

It the force majeare eveni ceuyps dliing the nitia!

{11;]Er"=r..lti":: 1|
period or auy extension thereol and continues in eftect for = ;

period of two (2) vears CONTRACTOR shall have the op- !

|
!
tton upon ninety (30) days prior swritten notice to EGPC to i
terminate its obligations hereunder without further liabitity of

: o gy . |
any kind and, if still iy force, the Guaraunty contained in Annex

"7 heretn shall e ;Lt.mm;.atir:alif; cveled and EGPU Lol t

¥ hotily the Bank to release rhe Cruaranty, |
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ARTICLE XXIII (O aalty 2l aU
DISPUTES AND ARBITRATION | ¢ s“ﬂ‘} CJL"‘_}LU
(@) Any dispute arising between the GOVERNMENT and parties § 2315 Y) oan puddsy oz o hlly 4 KA o L.» tl 5 sl 1
}Eereto‘ with respect to the interpretation, app’limtimn: {:1.:' e‘xcf:u- ii an -u sr Cle Yl dlﬁ t.:-.i._.:..a _,“ | }1
tion of this Agreement, shall be referred to the jurisdictivn | '
of the appropriate AR.E. Courts. R | . & (}-.M-U L;LEJ Laz#

() 1) Any dispute ansing between CONTRACTOR and RGPC ' 1_...-31\ 3 J _,LEU ¥ a9 é«" JT R ( '*-J'>
in connection with-the present Agreement shall be hnally - - rs . )
with-the prescnt Agree g 1, Kl 5 Gl A oy Gl
settied by arbitration. The arbitration shall be held at ,..‘_7"]. 8‘-’* L?'a,_, *ﬁ'-"b{ d":lh’y‘ s «-\‘3’
) . - - . of §-
Stockholm, Sweden, and conducted in acconlzuce withy the . -l.:! 4 il a _;lgu'-“ 43 J;U f\xﬂ 3 3 _,‘:“ Aol ,(] \.n.:]a K J:’- s
Rules of Conciliation and Arbitration of the International ] -
Chamber of Commerce. In the event of no provisions
. : ; . « - - . - Y
being made 1n these Rules in certamn cases, the Arbitrators . ;-.<:'¢:“ s_‘;;\;\fi [.;J...“ -15-\_,3 C:ﬂ}f J e 8 ,_'pg’:ﬂ]!
shalfl establish their own procedures. - . |

i1} The arbitration shali be icitiated Ly eitler party giving ._.#_,—‘1\ Lﬂ"b <,.l \_‘j\‘_.,, Jl .Jt’—ﬂ“,_; -.S\I} -

tice to the oth - that it clect: fer the dispuie
nﬂu:.t:: n- e o Efpﬂrt}[alltLEE‘:tflrEEl e dispuie -._.!r_;-i" i—ud{_) r“ —*'EJ!.C;J‘-“-&J }JJJ"{'-’_E{;
o arbitration and that such party (heremafter referred to

- ," i
as the First Party) has appointed an Arbitrator who shall e ‘j"l-'- 5‘ q—gi’ \ L'J"E‘ “'quu & L.'.’ ‘:;1 Lﬁ-" )
be identified in sald notice. The other party (hereinafter '—‘UU“' J’-lf_“:ll JL’:‘_ -5)-?'\-“ ‘-"JL‘H LLP-’ Ju”'}" SV Y

referred _to as the S:r.:ur:nd Pa'r'fy), nj..rithi:} f}fu:en (15) .!;{R.F:“-: Ly ipdos IS 3 :‘ig Ja¥ s )14“ _,lﬂ-f: r.'_!‘ ( d\:'“ .
shall notify First Party in writing, identifying the Arhitra-

tor that it has selected. - | e Pt F;L
isi) If the Second Party does not appoint its Arbitratnr as —zlta _,!5 L}F S u*—-":" ,_313-‘“ ‘JH‘ L ‘l ] — ¢

aforesald, the First Party sliall have the ruehit v anpdy fn_ﬂ .Lﬂ:”. L?l' Lﬂs er; L}L ;_J_,'y\,,__blzu ..& A.LQ G }'J

to the Court of Architration of the International Chamber u‘_}-ﬂ 5:& L};-’ i S 2 u._] J 4.._,\:-1“ H _;JL

of Commerce t appomnt a second Arbitretor.  Lhe wwo .
Arbttrators shall, withip tharty (30) davs. select a thied | N

“Arbitrator, faihng which the third Arburater shail be ap- “"ﬂ' lr- "L‘ . '-’A' "JJJ“ ‘J)L‘J* “J-JL f *S::#
pointed by the Court of Arbitration of the Internaiional o (s'H ﬂ..;.. ¢ oy ),A\ O 5
Chamber of Comuuerco at the reguest of either narty,

iv) The third Arbitrator must be a Citizgn ol a cruniry 1 jun (o 0.7 V0@ RYS) m; JJMU“CKJJ‘ ,Jli 1:‘..___ ¢

- Fa ‘-‘-1 H-.qr.“-
than the AR.E. or the Netherfands or the Tniea Ning- "5}}'\ Al .J;{: 5 ,{. e zaacl _,}_,LE\}T L\."ﬂ FLYY
dom and a countrv which has diplomatic relations with | (ML_‘_. S ive

bﬂh N AR d th a J ¢ I a-l:n.u mi} il.:'u‘y ﬁ}l ]H

th the AR.E. and the Netherfamds aud tiie United -
*-L.: Lt el G YT

Kingdom and shall have 1o economic iuterest in the o l’ "" d‘c‘ dhjm J S" Jy ? ‘L" {

business of the AR.E ar the Netherlands or the Uliited "U --"" L l~5 IR 'h'u <_lﬂi-\ﬂﬁ_;‘(ct C)

Kingdom or the signatories hereto. um‘Jl o\n d-‘-

-

v} The parties shall extend to the Board of Arbitrators aif | .,_,}1..4-.-3‘ 1Y {-\#‘-J] ‘-A-LL Lﬁ-*d"- o )]n}'l J"’ LJ""'” — o
faciiies (including access to the Petrolewm o:erations) h J_y»‘lﬂ{ .Jj_._ L_L..F' ,_)'S; 11 J),._‘“ B 8 lS

f 1ni * nk 1 ‘ Lo pipgg y
or obtaining any information reguested for tio proper 3]) o 1 h_}“ e _; ‘-.'u L'JL-- l"’J‘L""E

e N

:"""LJ (gﬁ_“__jllljl’{ ..-l._,..’)l"; -llﬁ:}‘ub:&ﬁju
41»./-“‘” 35! 4ot w3 ~..,_.,..!5 et Jeei
el

determination of the dispute. The absence vr defanlt of

any party to the arbitratiess shalt not be permniied 0 pre-

-r.—l-'l'l —""

vent or hinder the arbitraion procedure i anv or all of

| its stages.

r— el r s | w iy, . g -ER Y ey



38

il

vi) Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be dis-
continued. In the event the decision or award recognizes

that the complaint was justified, provision may be made
therein for such reparation as may appropriatly be made
irr favour of the complainant,

vii) fudgcment in the award rendered may be entered in any
Court having jurisdiction or application may be made to

such Court for a judicial acceptance of the award and

an order of enforcement, as the case may be.

viti) The parties desire that, wherever appropriate, decisions and

awards shall specify a timne for compliance therewtth.

{¢) The pravisions of this Agreement relating to arbitration shali

continue m force notwithstanding the termination of this
Agreement.

([d) PRINCIPLES OF GOODWILL — The signatories base their

fa:

relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different

nationalities, this Agreement shall for the purpose of arbitra-

uen be given effect and be interpreted and applied in confor-
mity with principles of law common to the AR.E. and the

Netherlands and in the absence of such commoen principles then

m conformity with the prin{:iples of law normally recognized
by civilized nations in general, including those which have been

applied by International Tribunals,

AT E MR
XTATUS OF PARTIES

The rights, dutic:. obligatians xud Labilities in respect of EGPC
and CONTRAUTOR hereunder shall be several and not joint

ar collective, t being understnod that this Agreement shull not

he canstried oo copstGhur g an assOCE oL o Ltf'=I'P'.=t&tlin::.

(hy CONTRACTOR shall be subject to the laws of the Nether-

lands, regarding its legal status or creatinn, nrganization, char-

ter and by-laws, sharehniding, ownership. CONTRACTOR's

shares of capital which are entirely held ohroad shall not be
negotiable in the ARE. and shall not be offered for public
subscription.  CONTRACTOR shall be exempted from the
application of Law No, 9 of 1964 as amended.
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ARTICLE XXV
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

(a) Give prionity to local contractors as long as their prices and
performance are comparable with international prices and
performance.  CONTRACTOR and Operating Company shall,
however, subject to the preceding sentence, be exempted from
the provisions of Presidential Decree No. 1203 of 1951 as
amended. |

(6) Give preference to locally manufactured materials, equipinent
machinery and consumables so loug as their quality and thne
of delivery are comparable to internationally available materi-
als, equipment, machinery and consumables. [However, such

materials, equipment, machinerv and consumables mav he
imported for operations conducted tereunder if the local price
of such 1tems at contractor’s or Operating Company's apera-
ting base in A.R.E. is more than ten (10) percent higher than
the price of such imported items before customs duties, but

after transportation and insurance costs have been added.

ARTICLE XXV

ARABIC TEXT
The Arabic version of this Agreement shall, before the Courts

of ARE. be referred to in construing or interpreting this Agree.
ment; provided, however, that in any arbitration pursuant to
Article XXIII hereabove between EGPC and CONTRACTOR
the English and Arabic versions shall both be used to construe or
interpret the Acreement

ARTICEE NNV
e

[E Gas 1s produced a1 capahle of heing produced fram the Ares

EGPU and CONTRACTOR will wtudv all passible economnie alter. !

natives for its ure and decide o the best alternative T B PC

and CONTRACTOR jointlv. The cost and expenses i the fickd

of producing non-associated ras shall be recovered m .accordance

with the Cost Recovery prinaple. of Article VI Preduction

Sharing principles uf Article VIT shall apply to the value of asw- |

ciated and non-associated gax i xld for export and not wed in

operations, flared or reinjected.  tHowever, any Gas not exported

odtside A.R.E. in a liquid cr solid sate, or not used it operations
(including reinjection) shall remain the property of the State and

shall be at the free disposal f EGPC at no cost.
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ARTICLE XXVIII (O 5 ally Tald 31

: i L..A
GENERAL Ol

- ] ] i I B .- b3 " - - - ....
I'he headmgs or titles to each of the Articles to this Agreement | )l:r-\ L.llb‘ﬂ P .ﬂ_,.t o 22l \_K "“"‘J""J‘H %Jul

are solely for the convenience of parties hereto and shall not be : e . - . 3N s : :
! | : - 3 Janted Vg kG )
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Articles,
e L. S .. 'y ¥ AT |
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CONCESSION AGREEMENT |
BETWEEN 1:[} j::‘, h:h;‘

‘The Egyptian General Petroleum Corporauon
and ’ R PP WY -8

Sheil Winning N.V, | {._:T:lj Sk ik 3l s ,

Boundary Description of Sidi Barran1 Area '
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ANNEX “C”

L_ETI‘ER OF GUARANTY
Clairo 197

LETTER OF GUARANTY NO.

EGYPTIAN GENERAL PETROLEUM CORPORATION
Gchtl:men,

The Undersigned, BANK MISR, Cairo, as Guarantor, hereby
quarantees to the EGYPTIAN GENERAL PETROLEUM COR-
PORATION (hereinafter referred to as EGPC) to the ot of
thirteen and one half (13.5) million Dollars in U.S. currency the
performance by SHELL WINNING N.V. (hereinafter referred to

as CONTRACTOR) of its obligations required for exploration
operations to spend 2 minimum of thirteen and one half {13.5)

million U.S. Dollars during thﬂ initial four (4) years of the explora-
tion period under Article IV 'of that certain Concession Agreement’

(hereinafter referred to as the “Agreement”) covering that Area
described in Annexes “A” and “B* of said Agreement, by and
between the ARAB REPUBLIC OF EGYPT (hereinafter referred
1o as AR.E.), EGPC and CONTRACTOR, dated.

It is understood that this Guaranty and the liability of the
Guarantor hereunder shali be reduced quarterly, during the
period of expenditure or said thirteen and one half (13.5) miilion
U.S. Dollars by the amount of money expended by CONTRACTOR
for such exploration operations .luring each such quarter. Each

such reduction shall be established by the jeint writien statﬁ" "

ment of EGPC and CONTRACTOR.

In the event of a claim by EGPC of non-performance or surren-
on the part of CONTRACTOR prior 10
the fulfilment of said minimum expenditure
Article IV of this Agreement there shall be no hability on the

der of the Agreement

obligation under

undersigned Guarantor for payment to EGPC unless and untl
such Liabilitiy hag been established by written statement of EGPC
setting forth the amount due under the Agreement.

It is a further condition of this Letter of Guaranty that :

1) This Letter of Guaranty will become available only provided

that the Guarantor will have been informed in writing by

CONTRACTOR, and EGPC that the agreement between
CONTRACTOR, A.R.E. and EGPC has become effective on

the Effective Date of said Agreement.
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2) This Letter of Guaranty shall in any event automatically
expire :

a) four (4) years and six (6} months after the date it becomes
effective, or

b) at such time as the total of the amounts shown on
quarterlv joint, statements of EGPC and CONTRACTOR
equals or exceeds the amount of said minumum expen-
diture obliga.tiﬁn, Or.

c) in the event CONLTRACTOR should exercise its option
under Article XXII (d) of the Agreement, upon termi-
nation of CONTRACTOR’s obligations under the Agree-
ment.

whichever is earler.

3) Consequently, any claim in respect thereof should be
made to the Guarantor prior to either of said expiration
date at the latest accompanied by EGPC’s written state-

ment, setting forth the amount of under-expenditure by
CONTRACTOR to the effect that :

g) CONTRACTOR has failed te perform its expenditure
obligatious referred to ir this Guaranty, and

) has failed to pay the expenditure deficiency to EGPC.

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

" dated 197.

Pleass return 1o us this Letter of Guaranty in the event it

does not become effective, or upon the expiry date.

Yours faithiully,
For the BANK MISR, Cairo

* Accountant Manage:
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AI‘JNEX n‘Du

CHARTER OF

THE SIDI BARRAN]L QIL COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAD

REPUBLIC QOF EGYPT shzll be formed with the authorization
of the GOVERNMENT in accordance with the provisions of the

Agreement referred o below and of this Charrer,

The CGomany shall e subvect o all Jaws and reculations

furce 1 the ARDE, to the evient that sucli laws and regulafions

are DOt G et with - the orovisians of s Charter 3! e

Agreement referred to helow.

ARTICLE 11

The name of the Company is “THE SIDT BARRANI OIL
COMPANY abbreviated az “SDBOLY
as Opecrating Company.

arel hereizafter referred o

ARTICLE [H{

- The Head Office of Operating Companu
the ARE.

shali be in Cairo in

ARTICLE TV
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ARTICLE V

The authorized capital of Operating  Company 15 twenty

housand Pounds Egyptiaﬁ (L.E. 20,000) divided into five thous-
nd (5000} shares of common stock with a value of four Pounds
cgyptian (L.E. 4) per share having equal voting rights, fully paid
1p and non-assessable, |

E(;}PG and CONTRACTOR shall each pay for, hold and
»wn, throughout the life of Operating Company referred tc above,
.ne half {14) of the capital stock of Operating Company provided
hat only in the event that either party should tznsfer er ASSIELI
Jl its rights, title or interest in the entirety of that Agreement,
nay such trapsferring or assigning party transfer or assign anv
{ the capital stock of Operating Company and. 1n that eveat,
ach transferring o assigning party (and its successovs and assigns
must transfer and assign a stock inﬁerest in Operating Company

-r;:qual to- the transferred or assigned percentage of ownership

mterut in the entirety of the Agreement referred to.

ARTICLE VI

. '

Operating Company shall not own any right, title, interest or
:'._ﬂ;estatc in or under the Agreement or i any dﬂi-'ﬁiopmtﬂt lease
__':_crcatad thereunder or in any of thr: Petroleum produced from
any exploration block or development lease area -ther-:und:r or
in any of the assets, equipment or other property obtained or

used in connection therewith, and shall not be obhgated as a

principal for the financing or performance of any of the dutics |

sr obligations of either FGPC or CONTRAGTOR uiider

1
!.Jlrl

Agreemient.  Operating Company shall not make any profit from

any source whatever. !

ARTICLE VII

Operating Company shall be no more than an agent fos EGPC
and CONTRACTOR. Whenever it is indicated herein that

Operating Company shall decide, take action or make a proposal
and the like, it is understood that such decision or judgement

is the result of the decision or judpement of CONTRACUTOR, or
EGPC and CONTRACTOR, as may be required by the Agree.

ment
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ARTICLE VIII

Operating Company shall have a Board of Directors consisting

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

EGPC and the other four(4) by CONTRACTOR. The Chair-
man shall be designated by EGPC and shall also be a Managing
Director. CONTRACTOR shall designate the General Manager
who shall also be A Emagmg Director.

ARTICLE IX

Meetings of the Doard of Directors shall be valid if a majority
of the Directors are present and any decision taken at such

mectings must have the affirmative vote of six (6) or more of
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the Directors ; provided, however, that any Ihrector may be -”ap‘-;‘dl -’c-"-’ *Lﬂg.ﬁ!"'—“‘_&*"Tu"JSﬂT 1*-—-"&"‘ )*—'Uo'*

represented and vote by proxy held by another Director.

ARTICLE X

General meetings of the shareholders shall be valid if a majority
of the capital stock of Operating Company is represented thereat.
Any decisions taken at such meetings must have the affirmative

vote of sharcholders owning or representing 2 majority of the
capital stock.

ARTICLE XI

- The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of

Operating Company emploved directly by Operating Company,
and not assigned thereto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of
Operating Company and such By-Laws shall be effective upon
being approved by a General Meeting of the Shareholders, in
accordance with the provisions of Article X hereof.

ARTICILE XTI

Operating Company shall come into existence within thirty

(3C)days after the date of Commercial Discovery as nrovided for
in the Agreement.

The duration of Operating Company shall be for a period
equal to the duration of the said Agreement.

i shall be wound up and liquidated if the Acreemcnt referred

to above is terminated for any reason as provided for therein,

EGYPTIAN GENERAIL PETROLEUM CORPORATION

BY -

SHELL WINNING N.V.
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ANNEX “E”

ACCOUNTING PROCEDURE

ARTICLE 1

GENERAL PROVISIONS

1. Definttions :

The definitions contained in Article [ of the Concession
Agreement shall apply to this Accounting Procedure and have

the same meaning. Certain accounting terms herein used
are defined as follows :

{2) “Agreement” means the Concession Agreement of which
this Annex i1s a part.

(b) “Non-Operator” means the parties to the Agreement
other than CONTRACTOR when it is performing work.

2. Statemcnis of Activity :

d) CONTRACTOR or Operating Company as the case may
be, shall pursuant to Article IV of the Agreement,

render t5 Non-Operator within thirty (30) days of the
end of each Calendar Quarter a Statement of Explora-

tion Activity reflecting all charges and credits related to
the Exploration operations for that (Juarter summarized

by appropriate classifications indicative of the nature

thereof.

B) Operating Company shall render to EGPC »nd CONTRA.
CTOR within twenty-five (25} days of the end of each

Calendar Month a Statement of Development Activity
reflecting 2l charges and credits related ta the Develop-

- ment operations for that Manth summarized by approp-
riate classifications indicative of the nature thereof except

that tterus of controllable material and vnusual charges
and credits shall be deta'led.

3. Adpstments end Audits :

4} Each Statement of Exploration Activity  shall conclusi-

vely be presumned to be true and correct after three (3)

month following the receipt of eacl statement v FOPC

unless  within the said three (3) manths EGPC takes

written exception thereto pursuant to Article 1V (f} of
the Agreement. During said three (3) months period

supporting documents will be available for inspection by
EGPG during all working hours. CONTRACTOR wil]

have the same audit rights on Operating Company state-
ments as F.GPC under this subparagraph,
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any accounts, records and supporting documents for such

Year in the same manner as provided in Article TV (f) of

. AN
the Apreement. Sl Sl
4. Currency Exchange : adeall h = ¢
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Revision of Accounting Procedure -

By mutual agrecnient betwee;

EGPC and CONTR A( TTOR, s
this Accounting Procedure may’
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3. Employess Benefits :

hospitalization, pension, retirement stock purchase, thrift, and other

benefits of a like nature which are applicable to labour cnst of

loyees, all as chargeable under sub-paragraph 2.A, and paragraphs
9, JL.A and 11.C of this Article 1L

charged at a fixed rate applied to payrolls which will equal an |

amount c¢quivalent to the maximum liability for severance pay-

ments as required under the AR.E. Labour Law.

ARTICLE II |

' COSTS, EXPENSES AND EXPENDITURES
' Subject to the provisions of the Agreement, CDNTRACTOR
shall alone bear and, directly or through Operating Company,
pay the following costs and expenses, which costs and EXpenses

shall be classified and treatect in acoordance with Article VI

of the Agreement :

1. Surface Rights -

All direct cost attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in

force for the Area. ﬁ
2. Labowr :

A) Salaries and wages of CONTRACTOR's or Operating |
Company’s  employees, as the case may be, directly
engaged in the- various activities under _the Agreement
including salaries and wages paid to geologists and |
other employees who are temporarily assigned to and
employed in such activities,

B) Cost of lving and housing allowance, and other custo-
mary allowances applicable to salaries and wages of

expatriate employees chargeable under subparagraph 2.A,
and paragraphs 9, 11.A and 11.C of this Article I
Paid bonuses, overtime and other customary allowances
applicable to salaries and wages of national employees

chargeable under the same subparagraph 2.A, paragraph
9 and sub-paragraphs 11.A and 1L.C of this Article II. |

C) Costs of expenditures or contributions made pursuant to
law or assessments imposed by Governmental authority
which are applicable to Iabour cost of salaries and wages

as provided under sub-paragraphs 2.A, 2.B, and paragra.
phs 9, 11.A and 11.C of this Article II.

Cost of established plans for employees group life insurance,

salaries and wages of expariate emplovees, and for national emp-

Severance pay will he
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- 4. Material :

Material, equipment and supplies purchased or furnished W _,.“ L\.‘- ns 3

as such by GONTRAGTOR. or Operating Company

A) Purchases :

Materml, equipment and supplies purchased shall be at
price paid by CONTRACTOR or Operating Company. after
deduction of all discounts actually received.

B) Material Furnished by CONTRACTOR

Material required for operations shall be purshased directly
whenever practicable, except that CONTRACTOR may fur-

nish such material from CONTRACTOR's affiliates stocks
outside the' AR.E, under the following conditions :

(1) New Material (Condition “A™)

New material transferred from CONTRACTOR’s af.
filiates warehouse or other proporties shall be priced at
cost, provided that the cost of material supplied is no
higher than international prices for materia] of simnilar
quality supplied on similar terms prevailing at the time
such material was supplied.

(2) Used Mﬂfﬂ'id[l (Gﬂnditinns “B" and “GH) :

(2} Material which is in sound and serviceable condition

and is suitable for re.use without reconditioning shall
be classed as Condition ‘““B” and priced at seventy-

five percent (759%) of the price of new material.

(b) Material which cannot be classified as Condition “B”
but which is serviceable for original function but sub-

stantially not suitable for reconditidning, shall be clas.

sed as Condition “C” and priced at fifty percent

(309%) of the price of new aterial

(¢) Material which cannot be classified as
“B” or Condition “Q” shall be
commensurate with its use.

Condition
priced at a value

(d) Tanks, builldings and other equipment InvLiving erec-

tion costs shall be charged at applicable
knocked-down new price.

petientage or
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C) W::frnn:y of Materials Furnished by CONTRACTOR

L

CONTRACTOR does not warrant the material furnished

beyond or back of the dealer’s or manufacturer’s guaranty ; and |

in case of defective material, credit shall not be recorded unti]
adjustment has been received by CONTRACTOR from manu-

facturers or their agents. ’

5. Transportation :

Transportation of employees, equipment, materials and sup-

plies necessary for the conduct of activities. Employees trans-
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CONTRACTOR or Operating Company, will include travel
expenses for employees and their families to and from the
employees point of origin at the time of employment, at time
. of separation and for vacatinns, and travelling expenses for
employees and their families incurred as a result of transfer
from one location to another, Tfanspnrtatiﬂn costs for em-
ployees and their families from A.R.E. to ancther location than

point of origin shall not be charged to AR.E. operations.

Services :

4} Outside services

The cost of consultants, contract services and utilities pro-

cured from third parties.

B) Cost of services performed by EGPC or by CONTRACTOR
or their Alfiliated Companies in facilities inside or outsice
the ARE. Regular, recurring, routine services, such as
interpreting magnetic tapes and/or other analyses, shall
be performed and charged by EGPC and/or CONTRAL
TOR or their Affiliated Companics at an agreed price.
Major projects involving engineering and design senices
shall be performed by EGPC and/or CONTRACTOR
or their Affiliated Companies at a negotiated contract

amount. Use of EGPC's, CONTRACTORs, or their Af-
filiated Companies’ wholiy owned equipment shall be char

ged at 2 rental rate commensurate with the cost of owner-
ship and operation, but not in excess of competitive rates

currently prevailing in the A.R.E. For Exploration, CON-
TRACTOR™ and its Affiliated Companies’ rates shall not
include administrative overhead costs.

|
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and any other expenses, including legal services
8 Iudirect Expense - .
i
Camp overhead and facilities such s shore Lasce warehouses,

10.

Darnages and Losses :

All costs or expenses necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any
other cause nat controllable by CONTRACTC R or Operating
Company thmufgh the exercise of reasonable c(ligence. CON-
TRACTOR or Operating Company shall fursish Non-Opera-
tors written notice of damages or losses incurred in excess of
ten thousand (10,000) U.S. Dollars per occurrence, as soon as

practicable after report of the same has be.n
CONTRACTOR eor Operating Company.

received hy

Insurance and Claims -

The cost of any public liability, property dan age 2nd other |
CONTRACTOR. Qperating |
Campany and/or the partics or any of them to t eir employees
and/or outsiders as miay be required by the L:wy, rules and
regulations of the GOVERNMENT or as the parties may
agree upon.
collected shall be credited against operations. 1°

insurance against labilities of

The proceeds of any such insur nce or claim

no 1Nsuran-
ce 1s carried for a particular risk, all related actus expenditures
incurreae and paid by CONTRACTOR. or Operat ng Company

in settlemnent of any and all Josses, claims, damage:. . judgements

waler systeins, road systems, salaries and exponie o feld super-

'
.
.

visory personnel, field clerks, assisiants, and ather ressral eny
-

ployees indirectly serving the Area. ;

Fegal Extenges

All coszy and expenses of hiigat’on, or lemal ser ices ather.

vise pegessary or oexpe lient for i e T ST

-.:"I:‘Il. :

auding attortiey's fees and BXPE..25 ai harenuit.

{;l'l...il"u'in.ll:d.

trether with all judgements obtained aganst the parties or

3f3'_'h' Df Ih"fln AN ACCOoOUn: Uf T.hf.'! ﬂpf,'f.‘ttiﬁ:‘l."‘ llﬂdr'fr b “x*:r-.‘"::mr‘:t_,

vid actia Bxpenses incuresd by CLERRESE 1 o 4 AT KRN SR S-S
seounnd evidomnce for e purpose ol Jdefendhoe g ans :
avaon or eldm presecuned e oy wrd s qan e U Lt s
or the :-'uhjt‘:::t matter O the :*\.gn:c::.-{:m_ Tir the e Hactions

or claimy affecting the interests heyrunder RV

t: legal! stadf of one ar ;ore of 1o PR Berche n chapes

, 1ﬂd!l?d I_‘n.

Coulrmensurate swith s W f 1 LY, e A aredy |

serices may be made w operations.

—_—
;LA Ayl

JPPAN C‘)L.a[ﬂ WY LW b el f il '
I I PR | I Sladh i g 4 g yor JUL.;
SN T g A T U S SR RONRIE
A LT L ey Wydes Lhsy A Pl
AN e e e s Ll ol Jz ol i
_,‘Y_,; f oo ..) Y TnJ--J-'-JDL.q.J.h_, L:Jll Cas? a7 G“Jl-uil_,
&,...T,_; sy sl 5 Jch,,.yn il Y by, .
A LA el 23 ST G o

e Bald '

Lu

S gl
i: ‘..J u...-l'l A= U.-LH \_&JK‘

'-.:.-1'!"- 1LJ| d""'_,f"""‘“..’ JJL-L] 4.])....—..- -!L__...p uﬁi.‘i ,.J
ke 31

1.}\;.\ oy a_,;ldl UJIJ AN, Lﬁ*'}'"*-”ﬂa L.._
SULLAS ;_,L NE ;Jm_-, L,T e gy | L"‘.‘[I-ll..!pu_cu
Saidll e W o Sl e ;_.u“l s de ol L,CJ
H.V.L el gl J,hlllénu, st dll,-um;lluujl
Lig s o8N LY, SUL, A e,

A Sl Sl Syl

Al > .

ailely -l e 5 Sl S LU, P
s sl

i..-:l"______ 't:;}“ - L J"':"'*j ,,___,,L-.r el 2N l !1” ,_-,L'I-._*..uj #Lu K_‘;}
d“*‘.sﬂ‘ E7ah (FOTSIP N GRS L],..,_u,s‘_‘,'_;g,.l "

: :L:l‘}l-:.“.__:_."l‘, __a.l\ — '\n

;.ul!u, . L-‘..'L'! }F $pml! J a-l--r \5""'—" q)-a.u}»._b.‘\.“ ml’.‘f
i ?bi Ay d Lﬁ Ail-: ! m(}.‘ L

) rﬂ 2 sy
fE’:" Y'w Jﬁ J.l L.i ..:;.._.; ol u: L,P_'Ljfa_._’

‘7-19 Oﬂm“uuur"dm m—--dl -' J‘}y o T 3“
SV S G A byl I, st e
G PRI ke Joatl g, Gy e il L] -~_.i,b
uih‘ﬁl{ﬂrﬂ RAV W P ] ax dl—a.-t_;.l .18 $4e 5!
e 4 33, 1‘"[“"‘“; 2Ll Jl LRI P H
w22 Gl i j_gi,lu:ﬂur,}u“g,d:)n L' EER LY
f'“‘)"b! LI uJK_.. ARV B uJ

;H ~ tzitdf':l'\
. ;_‘;,L-ti—i n.:lh



.. CVAYE G e 3NV S )

e ) e .}.L:J'I_.La...u;Hﬂ-'\.:JSJI qﬁ

e S e e e e e e e g Wi - ——

. Administrative Querhead and General Expense
A) While CONTRACTOR is conducting Exploration activities,
cost of staffing and maintuining CONTRACTOR's head
office in the A.R.E. and ur other offices establishe:l in
the ARE., other than fie. | offices which will be charyged
as provided i Article II, paragraph 9 above, and excepting
salaries of employees of CONTRACTOR who are tenipio-
rarily assigned to and dive:tly serving on the Area, wiich
will be charged as proviced in Artcle 11, patagraph 2

abowve.

B) CONTRACTOR's adminstrative overhead outside '
AR.E. applicable 1o the AT B Explorativn opecation v o
will be charged each yuon h at the rate of five poro-a
(%%} of total Exploration « xpenditures while CONTRAC-
TOR is conducting Exploration activities and at the rute
of two and cone half percent (2'4%,) of total Exploratr
expenditures while Operatirg Company is conducting .-
ploration activiites. No otiter direct charges as such 1w
CONTRACTOR®s adminisirative overhead outside ti:e
AR.E. will be applied against the Exploration obligatico,

- Examples of the type of ccsts CONTRACTOR s incin-
ring and charging hereunder due to activities under i,

Agreement and covered by caid percentages are :
(1) Executive — Time of executive officers.
(2} treasury - Financial and exchange problerms,

{3} Purchasing — Drocuring materials, Cyuipnenl a..

supplies.

"' -
' J..".l.l.

{(4) Exploration and Production — Directing,  adyi

and controlling the entire project.

(3) Other departinents such as legal, comptrollers
engineeriny  which contribute e, knowledoe

experience to the operation,

The foregoing tues not preclude charzng for diress <o

vice under sub-paiagrapn 6.B of this Article II
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C) While Operating Company is conducting activities, Opera-
ting Company’s personnel engaged in general clerical and

office work, supervisors and officers whose time is generally |

- spent in the main office and not in the field, and all

employees generally considered as general and administra-
tive and not charged to other types of expense, will be
charged to operations. Such expenses shall be allocated

each month between Exploration and Development opera-

tions according to sound and practicable accounting mie-

thods,

2. Taxes

All taxes, duties or levies paid in the A.R.E. by CONTRAC-

TOR or Operating Company with respect to this Agreement

other than those covered by paragrﬁph (f) (L) of Article III
of the Agreement

13. Gontinuing CONTRACTOR Costs :

Costs of CONTRACTOR

Agreement and incurred exclusively in the AR.E. alter Opera-

ting Company is formed, No sales expense incurred outside

the AR.E. may be recovered as a cost.

4. Other Expenditures :

Any costs, expenses or expenditures, other than those whicl
are covered and dealt with by the foregoing provisions of this
Article 11, incurred by CONTRACTOR or Operating Com-
pany under approved Work Programs and Budgets .

ARTICLE III
INVENTORIES

L. Periodic Inventorics, Notice and Representation -

At reasonable intervals as agreed upon by EGPC and CON-

TRACTOR inventories shall be taken by Operating Company !

of the operations material, which shall include all such material,

physical assets and construction projects,

TRACTOR may bLe represented when any inventory is taken.
Fallure of EGPC and/or CONTRACTOR to be represented at

an 1nventory shall bind them to accept the inventory taken

by Opcratmﬂ Company, who shail in that evenr fuinishy Ui
party not represented with a copy thereof.

activities required under the

Written natice of
intention to take inventory shall be given by Operating Com-
pany to EGPC and CONTRACTOR at least thirty (30) davs

before any inventory is to begin o that EGPC and CON.
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2. Reconciliation and Adjustmemt of Inventories :

Reconciliation of inventory shall be made by CONTRAC-
TOR and EGPC, and a list of overages and shortages shall be
- Jointly determined by Operating Company and CONTRAG-
TOR and EGPC, and the inventory adjusted by Operating
Company

ARTICLE 1V

COST RECOVERY

1. Statements of Recovery of Custs and of Cost Recovery Crude
oil :

CONTRACTOR shall, pursuant to Article VII of the Agree-

ment, render to EGPC as promptly as practicable but not
later than thirty (30} days after receipt from Operating Com-

pany of the Statements for Development and Exploration
Activity for the last month of a Calendar Quarter a statement

for that Quarter showing :

1} Razcoverable costs carried from the previous quarter, if
any.

- ii) Recoverable costs incurred during the quarter

iii) Total recoverable costs for the quarter, (1} + (u}

ivj Value of Cost Recovery Crude Oil taken and separately
disposed of by CONTRACTOR for the quarter.

v) ,Amount of costs recovered for the quarter.

vi) Amount of recoverable costs carried into the succeeding

quarter, if any.

vii) Excf:ss, if any, of the value of Cost Recovery Crude Oil
taken and separately disposed of by CONTRACTOR over

costs recovered for the quarter.

2. Payments .

If such statement shows an amount due EGPC, payment of
that amount shall be made in U.S. Dollars by CONTRACTOR l

to EGPC with the rendition of such statement.

3. Audit Right I

EGPQC shall have a period of twele (12) months from receipt

of any statement under this Article [V in which to audit and
EGPC and CONTRAC-

TOR shall agree on any required adjustment. Supporting
documents and accounts will be available to EGPC during said

twelve (12) months period.

raise objection to any such statement.
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ARTICLE V

CONTROL AND MAJOR ACCUUNTS

L. EBxploration Obligation Control Accounts :

CONTRACTOR will establish an Exploration
Contrn! Account and an offsetting Contra-account to cantrol

(bligation

therein the total armount of Exploration expenditures reported
cn Statements of Activity prepared per Asticle 1.2.A hercof,
less any reductions agreed o by EGPC and CONTRACTOR
following written exceptions taken by a Non-Operator pursuant
o Artick: 1.3.A hercof, in urder to determine shicn i

Exploration Obligations have been met.

2. Cost Recovery Control Acount :

+
o

Ptk

CONTRACTOR will estalilish a Cost Recovery Control Ac-
count and an offsetting Contra-account to conteel therem the
amount of cost remaining to be recovered, if any, the amount

of cost recovered, and the value of Excess Cost Recovery Crude

Oil, if any.

Magor Accouni

',f!fS!:i{Il"-'

o

For the purpuse of clasalying costs, experses and expe:
ditures fur cost recovery as well as for the purpose of establist
ing when the Exploranon Obligation hay been e, cov.
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