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CONGEQSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN

'JI‘HE ARAB REPJBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

IEOC Co. Inc.
Aminoil E gypt, Inc.
MARM%{ON PETROLEUM EGYPT, LTD.

i IN
'OFFSHORE ASHRAFI AREA
: (BLOCK 28)

GULF OF SUEZ BASIN

This agreement made and entered on this 30 # day of April,
1984 by and between the ARAB REPUBLIC OF EGYPT
 hercinafter referred to variously as the “GOVERNMENT?), the
EGYPTIAN GENERALPETROLEUM CORPORATION, a legal
entity created by Law No. 167 of 1958 as amended (hereinafter
referred to as “EGPC”) and IEOC Co, Inc., a company organized
and existing under the laws of Panama (hereinafter referred to

“IEOG”) Aminoil Ezypt, Inc., a company organized and
ex1stmg under the laws of Delaware, USA (hereinafter referred
to as “AMINQIL”), MARATHON PETROLEUM EGYPT,
LTD., 2 company organized and existing under the laws of
Delaware, USA| (hereinafter referred to as “MARATHON”) ;
(all three hereinafter referred to as “CONTRACTOR”).

WITNESSETH

WHEREAS, all mmerals wcluding petroleum, existing in
mines and quarries in A.R.E., including the territorial waters, and

i1 the seabed subject to its JIII‘ISdlCtIOIl and extending beyond the
territorial waters, are the property of the State, and
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WHEREAS, EGPC has applied for an exclusive concession

for the exploration and exploitation of petroleum in and through-
out-the area referred to in Article II, and described in Annex “A”

and shown approximately in Annex “B’> which are attached hereto
and made part hereof ; and

WHEREAS, CONTRACTOR agrees to undertake its obli-

gations provided hereinafter as contractor with respect to the ex-

ploration, development and production of petroleum in said Area ;
and *

WHEREAS, the GOVERNMENT desires hereby to grant

such concession ; and

WHEREAS, the Minister of Petroleum pursuant to the provi-

sions of Law No. 86 of 1956, may enter into concession agreements
with EGPC, and with IEOC, AMINOIL and MARATHON as

a contractor In the Area.

NOW, Therefore, the parties hercto agree as follows :

ARTICLE 1
DEFINITIONS

(a) “Exploration” shall include such geological, geophysical,
aerial and other surveys as mayv be contained in the approved
Work Programs and Budgets, aad the driling of such shot
holes, core holes, stratigraphic tests, holes for the discovervy
of Petroleum or the appraisal of Petroleum discoveries and
other related holes and wells, and the purchase or acquisi-
tion of such supplies, materials and equipment therefore, all
as may be contained in the approved Work Programs and
Budgets, | The verb “explore’” means the act of conducting
exploration. |
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(0) “Developmer t” shall include, but not be limited to, all the
operations and activities pursuant to approved Work Prog-
rams and |Budgets under this Agreement with respect to :

(¢)

()

(¢) the dirilling, plugging, deepening, side tracking, redril-
ling, completing, equipping of development wells, the
changing of the status of a well from oil well to water
well and vice versa, and

() Design, engineering, construction, installation, SeTvICing
and maintenance of equipment, lines, systems, facilities,
plants and related operations to produce and operate
sald wells, taking, saving, treating, handling, storing,
flaring, transporting and delivering petrcleum, repres-

suring| recycling and other secondary recovery projects,
and

(#1) transportation. storage and any other work or activities
necessary or ancilary to the activities specified in (i)
and (i1).

“Petroleum’ means liquid crude oil of vairous densities,
asphalt, gas, casinghead gas and all other hydrocarbon sub-
stances that may be found in, and produced, or otherwise

obtained and saved from the Area under this Agreement,

and all substances that may be extracted therefrom.

“Liquid Crude Oil” or “Crude Oil” or “Oil” means any
hydrocatbon preduced from the Arca which is in a liquid

state at the wellhead or lease separators or which is extracted

from the gas or casinghead gas 1n a plant. Such term

includes digtillate and condensat -.
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(¢) “Gas” is natural gas both associated and non-associated,

and all of

in the Area
term shall

(f) A “Barrel”

its constituent elements produced from any well
Any

and all nonhydrocarbon substances therein. Said
include residual gas.

shall consist of forty-two (42) United States gal-

lons, liquid measure, corrected to a temperature of sixty degrees
(60) Fahrenheit.

(g) “Commercial well” means the first well in any geological
feature which after testing for a period of not more than thirty
(30) cousecutive days where practical, but in any event in

accordance

with sound and accepted industry production

practices, and verified by EGPC, is found to be capable of
producing at the average rate of not less than 2500 barrels
of Qil per [FY (BOPD). The date of discovery of a “Com-
mercial well” is the date on which such well is completed

and tested

according to the above.

() “A.R.E” means ARAB REPUBLIC OF EGYPT.

(¢ } “Effective Date” means the date on which the text of this

Agreement

is signed by the' GOVERNMENT, EGPC and

CONTRACTOR, after the relevant Law 1s issued.

(7) “Year” or ‘JCa]endar Year’”” means a period of twelve (12)

months according to the Gregorian Calendar.

(k) “Financial Year” mcans the GOVERNMENT’s financal

year accord:

(/) “Tax Year”

ng to the Laws and regulations of the A.R.L.

means the period of twelve (12) months accord-

ing to,the Laws and rcgulations of the A.R.E
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(m) An “Affiliated Company”’ means a company :

(7) The S};are capital, conferring a majority of votes at
stockholders’ meetings of such company, of which is
owned directly or indirectly by a party hereto;

(21) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’s meeting

of a party hereto ; or

(11) Whose share capital conferring a majority of votes at
stockholders” meetings of such company and the share
capital conferring a majority of votes of stockholders’
meetings of a party hereto are owned directly or indirectly

by the [same company.

n) “Exploration Block” shall mean an area, the corner points
of which have to be coincident with 3' %3’ latitude and
longitude divisions : according to the International Grid
System wher%:\ possible or with the existing boundaries of the

Area covered by this Concession Agreement as set out in
Annex “A”.

(0) “Deveclopment Block” shall mean an area, the corner polnts
of which have to be coincident with 1° X 1’ latitude and
longitude divisions according to the International Grid Sys-
tem where p{)fsible or with the existing boundaries of the Area

covered by this Concession Agrecment as set out in Annex
“A”.
|

(#) “Development Lease(s)” shall mean all or part of Develop-
ment Block or Blocks covering the geological structure capable
of production] the comer roints of which have to be coinci-
dent with 1’ x 1’ latitude and longitude divisions according
to the International Grid System where possible or with the
eXisting boundaries of the Area covered by this Concession
Agreement as set out in Annex “A”,
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ARTICLE II

ANNEXES TO THE AGREEMENT

Annex “A”|1s a description of the arca covered and affected
by this Agreement, hercinafter referred to as the “Arca”.

Annex “B”|is a provisional illustrative map on the scale of
1':250,000 indicating the Area covered and affected by this
Agreement and| described in Annex “A”.

- Annex “C”|is the form of Letter of Guaranty to be issued by
the National Bangk of Egypt and to be submitted by CONTRAC-
L'OR one day hefore the time of signature by the Minister of
Petroleum of this Agrcement, for the sum of Ten Million
(10,000,000} U.B. Dollars guaranteeing expenditure by CON-
TRACTOR of ten (10) Milliou out of fifteen (15) Million U.S.
Dollars which represents the minimum exploration obligations
hereunder for the initial twe (2) years exploration period In
case CONTRACTOR extends the initial exploration pe iod f r
two (2) additional periods of onc (1) year each in accordauce with
Article IIT (b) of this Agreement, a similar Letter of Guarantv
for each extension period shall be issued by the National Bank of
Egypt aud be submitted by CONTRACTOR for ecach of the
following two Gptional extension exploration periods, one day be-
tore the CONTRACTOR. exercises its option, 1if CONTRACTOR
elects to enter into said extension period, it being understood that
the amount of the guaranty for the relevant extension period shall
be reduced by any carry forward from the previous period, ac-
cording to the provisions of Article TV of the Concession Agree-
ment,

atter the end of the exploration peitod for which it has been 1ssued
except that 1t mayv be released prior to that time in accordance
with the terms| thereof

Each such gtar;mtj. shall remain effective for six (6) months

B Annex “D”’|is the form of a Charter of the operating Company
to be formed as provided for in Article VI herecf.

Annex “E” lis the Accounting procedure.
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Annexes “A”, “B” «C”’, “D’’ and “E” to this Agreement

are hereby made part hereof, and they shall be considered

as having equal force and effect with the provisions of this
Agreement.

ARTICLE III

GRANT OF RIGHTS AND TERM

Ih: GOVERNMENT hereby grants EGPC and CONT-

RACTOR subject to the terms, covenants and conditions set out
1n this Agreement, which insofar as they are contrary to or inconsis-
tent with any provisions of Law No. 66 of 1953, as amended, shall

have the force of Law, an exclusive concession in and to the Area
described in Annexes ““A” and B,

(a)

(&)

The GOV

ERNMENT shall own and be entitled, as here-

inafter provided to a royalty in cash cr in kird of ten (10)

percent of
saved from

renewal.

the total quantity of Petroleum produced and
the Area during the Development period including
Saixd royalty shall be borne and pzid by EGPC

and shall not be the oblication of the CONTRACTOR.

The paym

ent of royalties by EGPC shall rot he deemed io

result 1n income attributable to the CONTRACTOR.

Ao mnitial

Exploration period of two (2) years shall start from

the Effective Date. Two (2) successive extensions to the

initial Exj
shall be gr
days prior

loration period of one (1) year and one (1) year
anted to CONTRACGCTOR at its option upon thirty

writien notice to EGPC ard subject only to its

having fulfilled 1its obligations hereurdcr for the preceding

period. T

he Agreement shall be terminated if no Commer-

cial Discoyery is established by the end of the 4th year of the

Exploration period.

However, such pericd may be extended

at GONTRACTOR’s option for up to six months to enable
the completion of drilling ard testing of any well actually

drilling or

testing at the end of the 4th year of th- Exploration
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period, but shall not cxceed this period by more than " six
months. The election by EGPC to undertake a sole risk
venture under paragraph (c) immediately hereafter shall

not extend the Exploration period nor affect the termina-
tion of the Agreement as to CONTRACTOR.

««Commercial Discovery” : After discovery of a Commercial
Well, CONTRACTOR shall, unless otherwise agreed upon,
undertake, as part of its Exploration program, the appraisal
of the diimrery by drilling one or more additional wells, to
determine whether such discovery is worthy of being deve-
loped commercially, taking Into consideration the recover-
able reserves, production, pipeline and terminal facilities
required, |estimated crude oil prices, and all other relevant
technical |and economic factors.

A Commercial Discovery may consist of one producing
reservoir or a group of producing reservoirs which after ap-
praisal, if any, is worthy of being developed commercially.

CONTRQ‘GTOR shall give notice of a Commercial Disco-

very to EGPC immediately after the discovery is considered
by CGONTRACTOR to be worthy of commercial develop-
ment but in any event not later than the completion of the
second “Exploration” appraisal wel!, or twelve (12) months
following| the date of the discovery of the Commercial Well
whichever is earlier ; except that the CONTRACTOR shall
also have the right to give such notice of Commercial Disco-
very with respect to any reservoir or reservoirs even if the well
or wells thereon are not “Commercial’’ within the decfinition
of “Commercial Well” if, in its opinion, a reservoir or group
of reservoirs considered collectively, could be worthy of de-
vel(}pmcrﬁ.

Following receipt of such notice EGPC and CONTRACGC-
TOR shall meet and review all appropriate data with a view
fo mutually agreeing upon the cxistence of a Commercial
Discovery. The date of Commercial Discovery shall be the
date FGPPC and CONTRACTOR mutually agrec that a
Commergial Discovery exists.

2}
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If Crude Oil is discovered but is not deemed by CON-
RACTOR 1o be a Commercial Discovery under the above
provisions of this paragraph (c), EGPC shall one (1) month
after the expiration of the period specified above within
which CONTRACTOR can give notice of Commercial
Discovery, or thirteen{13)months after the completion of a well
not considered by CONTRACTOR a “Commercial Well”,
have the right, following sixty (60) days notice 1n writing to
CONTRACTOR, at its sole cost, risk and expense, to de-
ve'on, produce and dispose of all Crude Oil from the geologi-
~al teature on which the well has been drilled. Said notice
shall state tae specific area covering said geological feature to
be developed, the wells to be drilled, the nroduction facilities
to be installed and EGPC’s estimated cost thereof. Within
thirty (30) days after receipt of said notice GCONTRACTOR
may, in writing, elect to develop such area as provided for
in the case of commercial Discovery hereunder n such

event all terms of this Agreement shall continue to apply to

the specified area.

If CONTRACTOR elects not to develop such area, the
specific areaq covering said geological feature shall be set
aside for SOEI risk operations by EGPC. EGPC shall be

entitled to perform, or in the event Operating Company
referred to in Article VI has come ianto existence, to have
Operating Company perform, such operations for 1t at
EGPC’s solc|cost, risk and expense.

When EGPC has recovered from the Crude Oil produced
from such specific area a quantity of Crude Oil equal in

value to three hundred (300) percent of the cost it has in-
curred in carrying out the sole risk operations, GONTRAC-

TOR shall have the option, only in the event there has been
a separate Commercial Discovery, to share in further develop-
meat and praduction of that specific area upon paying EGPC
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one hundred (100) percent of such costs incurred by EGPC.
Such one hundred (100) percent payment shall be recovered
by CONﬁtKACTOR from Cost Recovery Crude Oil 1n the

anaer for the recovery of cxpenscs uncer Article
VII (a).| TImmediately following such payment the sp-ecific
area shall either (1) revert to the status of an ordinary De-
velopment Leasc under this Agreement and thereafter shall

normal 1

be operated in accodance with the terms hereof ; or (1)

alternatively, in the event that at such time EGPCG or its

Affilisted Company is conducting all devclopment opcrations

in the area at its sole expense and EGPC elects to contique

gperating, the area shall remain sct aside and CONTRAC-
TOR shall only be entitled to its production sharing percen-
tage of the Crude O1l as specified :n Article VI (b) below.
The sole risk Grude Oil shall be valued 111 the manner provi-
aragraph (c) of Article VII. In the event oi any
on of this Agrecement under the provisions of pa-
ragraph (b) above this Agreement shall, however, continue
to apply to EGPC’s operation of any sole risk veanture here-
under, although such Agreement shall have been terminated
with respect to GONTRACTOR pursuant to the provisions

of said paragraph (b} above.

ded 1n p

terminati

The Development period shall be twenty (20) years from the

date of the first Commercial Discovery. This period n.ay be
rencwed for an additional period of five (5) years at the option
of CONTRACTOR upon six (6) months prior written npotice
ta RGPC. TFollowing Gommercial Discovery the cxtent of
the whole area capable of production to be covered by Deve-
lopment Lease or Leases shall be mutually agreed upon by

EGPC and CONTRACTOR and be subject to the approval
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of the Minister of Petroleam. Such area shall then be conver-
ted automatically into a Development Lease or Leases without
the 1ssuance of any additional legal instrument or permis. icn.

Development opcrations thereafter shall be started pro-
mptly by Operating Company and be conducted in accordance
with good o1l field practices and accepted petrolerm engineer-
ing principles, until the field is considered to Le fully develo-

ped. In the event no commercial production of Petroleum
in regular shipments is established in any Development Lease
within four years from the date of the approval of the
Minsster of Petroleum referred to hereinabove such a Deve-
lopment Lease shall immediately be surrendered unless other-

wise agreed upon by EGPC.

GONTRACQIOR shall bear and pay all the costs and expenses
required . carrying out all the operations under this
Agrecment but such costs and expenses shall not include any
nterest on nvestment, and CONTRACTOR shall Iook oplv
to the Petroleum to which 1t 1s entitled under this Agreement
to recover juch costs and expenses. Such costs and cxpenses
shall be recoverable as provided in Article VII. During the
term of this Agreement and its renewal, the total production
achieved in the conduct of such operations shall be divided
between EGPC and CONTRACTOR in acco-dance with
the provisions of Article VII.

. CONTRACTOR shall be subject to the laws in force
in the A.R.E. and the political subdivisions thereof, which
IMpos¢ taxes on or are measured by income or profits,

mdudfg those Laws imgosiig the ccmmermal ard

1adustral proﬁts tax, municipal tax, defense tax and
national security tax on income and dlwdends paid with
respect to shareholders (hereinafter referred to as “A.R.E.




\o‘\/\iw u-*’_jL‘\H\ Lé(-'?) ‘;J.Cﬂ \r.}.l‘.g“._.i:w_’“n-hﬂl Tv&
e e ——

y{p 4..5!.1:.}“ B AD d SAS GMa ‘L.lf-' Ly Ls ‘Ll’j

;.Iﬂ.-«-ﬂ? f.::::-_:‘...._f L;jm[ U:FEILM ulb L..‘;:Ja Ju..:: (..5:”-'5 a::if-j ;.:.::.-4 (.5&
o it A e 50 ARl eiyg s JolaN

f&” AR mf Syl z.mL.Ji a3kl s 23 Aol! r‘:»;” Ca
g L,g ( *iiqﬁii) (}, leﬁi L.. .:u ::*...l ‘}:-JLH ;,F'_Pa 1@?-}}[

r-\:a:m? LJT u.!m. L.g“ *lj;j " [\\; (_g) an-L“ a..:i.f: (3 b}va-T C;(--A
.‘.“:-La, ;_j’ju.“ - Lo]_)ﬂ' ‘-Lg:r]__gl- nl:::.]! '*:"5_.‘” B .‘__;L.._;_(” n:;x.ﬁs ﬁ‘wm:«a.b-
e 055 Baldbode e (1) (o) 8400 Gl 31 2N — v
— LP..L.A iﬁ_ﬂ 4o L:;i ._3-\,..4 ;3 ..,afaﬁ ;;.:::L:».-.H J_g'l.a..i ‘}:».‘:-
. _q}'.‘;ﬂ _,::..” ‘515

J:'-I 2 ,,_..1 _91 Cm:.‘ ".. ﬂL«“ Lﬂll G....b (j.“ ”...-.‘ C“,Mfﬂ s ‘
N sl ﬁlﬁ‘»ﬁ) L:j JleJ d.Jc L..a.zu- LQJ.J‘ p[;:” uﬂ)‘ ‘JS' d,
A ML.J‘ a::L_.ll U ({__J) o (‘)

D lash
G lasb it 9 G s Gkl LEST L1 Sl el Gl ()
s ¢ dnlldl 55U e (1) 5 a1 (o g &2
Bt ot QAT 4Lt SsULE e (2] 5 A1 Ssaadt Lt (L)
led G ars Yol Lede Joas 00 SEUCHE o5 20y gl
o Abllt SUA o (v) () 5,80 W6, on 20

’§




TV WAL 4 obory 8 (5) L0 YW sadl _ i ) 34
_ ) g

Income Taxes’’),and cxceptas otherwise provided in the
Agreement, shall comply with the requirements of such

laws
of ta
of hc

£

with respect to the filing of returns, the assessment

% and the keeping for review by authorized Persons
)oks and records.

ny A.R.E. Income Taxes as described above

which may be levied against CONTRACTORS’ share

hold e

rs asaresult of CONTRACTOR *s activities under this

Agreement shall be the resp onsibility of EGPC.

It is expressly agreed and acknowledged that EGPC’s
share

Articl
CON’
above
from

of the volume of Crude Osl as determmed under

e VII includes a volume of Crude Oil to meet the
I'RACTOR’s A.R.E. Income Taxes as described

in this paragraph (t) (1). EGPC agrees that proceeds

such Crude Oil volumes will be used to meet

CONTRACTOR’s Income ‘Tax liability in A.R.E. as

and w

b
w

hen due.

For purposes of applying paragraph (f) (1) of this Article,

the total taxable income of CONTRACTOR In respect

of any ’

(2)

d(

V/

['ax Year shall be an amnu nt calculated as follows -

I'he total of the sums received by CONTRACTOR

from the sale or other disposition of 21l Cirude Oil

quired by CONTRACTOR pursuant to  Article

11, paragraphs (a) and (h) ;
LLESS
)} The costs and cxpensces of CONTRACTOR

which are allowed 1o Lo recovered 1o the Tax

Year undern paragraph (2 o Article VII
and

| Lhe value, as determitnes i Paragraph (c) of
Article VII of the excess Cost Recovery Crude

- Onl taken and separately disposed of by CONT-
RACTOR pursuant te Article VII, paragraph

(a) (2) ;
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. PLUS |
(#£) An| amount equal to CONIRACTICOR’s A.R.E.
Income Taxes.

3. EGPC ;hall assume, pay and discharge, cn Le half of
CONTRACTOR, CONTRACTOR’s AR.E. Income
Taxes out of the stms received by EGIG frem the sale

or other disposition of its share of the Cride Oil

4. EGTC shall furnish tc CCNTRACTOR the proper offz-
cial recepits evidercing the payment ol CONTRACTOR’s

A R.E. Income Taxes, within sixty (€0) days follcwing
the receipt by the EGPG of CONTRACTOR tax declar-
ation for the preceding Tax Year.. Such receipts shall
be issu¢d by the proper Tax Authoriteis ar.d shall state
the amount ard other particuizis Custcmaly for such

receipts.

(g) In calculatingits A.R.F. Irccmre Taxes, EGFCrhalite entitled
to deduct 1dyaltics raid by EGIC to the COVERNMENT and
the A.R.E Inccrre Tanes, cf CONTIRACTOR raid by EGFG
on CONTRACTOR’s kehalf.

ARTICLE IV

WORK PROGRAM AND FXPENDI1 URFS DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall cenmierce Exploiation oferatons
Lereunder rot later than six(€;m onths after the Eflective Date.
Not later than the end of fifteen(15) months after the Effective
Date, CONTRACTOR shall start Exploiation drilling in
the Are2, with a con mitment of drilling three(3) wells during
the initial Exploraton period. EGIC shall male avallable
for CONTRACTOR’s use 2ll seitrric, wells ard other expo-
ration data ‘n IGTC s fossesson with respect to the Area.
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() Theinitia] Exploraion period sholl be two (2) years.  CONTR-
ACTOR may extend this Exploration period for two (2) ad-
ditional periods of one (1) vear each in accordance with Article
IIT b, each upon a thirty {30} days prior written potice to
EGPQG subject to its expenditure of 1ts minimum Exploration
obligations for the then current period.

CONTRACTOR shall spend a minimum of fifteen (15)
million U|S. Dollars on Exploration operations and activities
related thereto during the immitial two (2) years Exploration
period ; provided that CONTRACTOR sha'l drill three (3)

wells.

For the jrst one (1) year period that CONTRACTOR elects
to extend beyond the initial Exploration period CONTRA-
CTOR shall spend a minimum of ten (10) million U.S.
Dollars and for the second one (1) year extension period,
CONTRACTOR shall spend a muntmum of ten (10) million
U.S. Dollars ; during each ol such extensions CONTRA-
CTOR shall drill two {2) wells.

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial two (2)
vears Exploration period or during any period thereafter,
the excess may be subtracted from the minimum amount of
money required to be expended by CONTRACTOR during
anv succeeding Lxploration period or periods, as the case may

e withOEt affecting the work commitment obligations. Ho-

wever, any excess of work commitment obligations during

any Exploration period may also be credited to the work
commitment obligations of the following period (s).
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In| case CONTRACGTOR surrenders its Exploration
obligations in this Agreement as set forth above before or at
the end of the Second Year of the initial period, having expe-
nded less than the total sum of fifteen (15) million U.S. Dol-
lars on| Exploration or in the event at the end of the second
Vear QONTRACTOR has expended less than said sum in
the Area, an amount equal to the difference between the said
fifteen (15) million U.S. Dollars and the amount actually
spent an Exploration activities shall be paid by CONTRA-
CTOR| to EGPC at the time of surrendering or within three
(3) months from the end of year of the initial Exploration
period, as the case may be. Any cxpenditure deficiency by
CONTRACTOR at the end of any additional period for the
reasons above-noted shall similarly, result in a payment by
CONTRACTOR to EGPC of such deficiency. Provided
this Agreement is still in force as to CONTRACTOR, CON-
TRACTOR shall be entitled to recover any such payment as’
Exploration expenditure in the manner provided for under
Articlel VII in the event of commercial production.

Without prejudice to Article ITI (b), in case no Commercial
Discovery is established by the end of the fourth year, or
in case CON'TRACTOR surrenders its Exploration obligations
under this Agreement prior to such time, EGPC shall not
bear any of aforesaid expenses spent by CONTRACTOR. -

At least four(4)months prior to the beginning of each Financial
Year or at such other times as may mutually be agreed to by
EGPC| and CONTRACTOR, CONTRACTOR shall pre-
pare an Exploration Work ngram and Budget for the Area
setting| forth the Exploration operations which CONTRAC-
TOR proposes to carry out during the ensuing Year. During
the Exploration period, such Work Program and Budget
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shall be at least sufficient to satisfy CONTRACTOR’s mini-
mum Exploration obligations for the period it covers, taking
into account any credit for excess expenditures by CONTR-

ACTOR in prior exploration periods.

The [Exploration Work Program and Budget shall
be reviewed by a joint committee to be established by EGPC
and CONTRACTOR after the Effective Date of this Agre-
ement. This CGommittee, hereinafter referred to as the “Ex-
ploration |Advisory Committee” shall consist of six (6)
members, tEree (3) of whom shall be appointed by EGPC and
three (3) by CONTRACTOR. The Chairman of the
Exploration Advisory Committee shall be designated by EGPC
from among the members appointed by it. The Exploration
Advisory Gommittee shall review and give such advice as it
deems appropriate with respect to the proposed Work Pro-

gram and Budget.

Following review by the Exploration Advisory Coms-
mittee, CONTRACTOR shall make such revisions as CON-
TRACTOR deems appropriate and submit the Exploration

Work Program and Budget to EGPC for its approval. Follo-
wing such approval, which approval shall not be unreasonabiy

withheld, 1t 1s further agreed that :

(1) CONTRACTOR shall not substantially revise or medify
said Work Program and Budget ncr reduce the approved
budgeted expenditure without the approval of EGPC ;

(11) In the |event of emergencies involving danger of loss of
lwes or| property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required ©
alleviate such danger. Such expenditure shall be consi-
dered in all respects as Exploration expenditure and
shall be recovered pursuant to the provisions of  Articie

VII hereot.
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(d) CONTRACTOR shall advance all necessary funds for all

materialls, equipment, supplies, personiel administration and
operations pursuant to the Exploration Work Program
and Budget and EGPG shall not be responsible to bear or

repay any of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall
be implemented in a workmanlike manner and in consistence

with good industry practices.

Except as is appropriate for the processing of data, labora-
tory specialized enginecring and development studies thereon,
to be made in specialised centers outside A.R.E., all aeolo-
gical and geophysical studies as well as any other studies related
to the performance of this Agreement, shall be made 111 the

A.R.E.

CONTRACTOR shall entrust the management of Explo-
ration operations in the A.R.E. to its technically competent
General Manager and Deputy General Manager. "The names
of such Manager and Deputy General Mauager shail, upon
appowtment, be forthwith notified to the GOVERNMENT
and to EGPC. The General Manager and, in his absence
the Deputy General Manager shall be entrasted by CONI1-
RACTOR with sufficient powers to carry out immediately,
all lawful written directions given to them by the GOV ER-
NMENT or its represeatative under the terms of this Agre-
ement.| All lawful regulations issued or hereafter to be issued
which are applicable hereunder and vot in conflict with this
Agreement shall apply to CONTRACGTOR.

(/) CONTRACTOR shall supply EGPC, within thirty (30)

days from the end of cach calendar quarter, with a Statement
of Exploration Activity showing costs incurred by CONTR-
ACTOR during such quarter. CONTRACTOR’s records
and necessary supporting documents shall be available for
inspection by EGPC at any time during regular working
hours for three (3) months from .the date of receiving each
Statement.
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Within the three (3) months from the date of recenviug
such Statement, EGPC shall advise CGONTRACTOR 1n

writing 1f

(1) that t

1t considers :

he record of costs 1s nnot correct ;

(ii) that the costs of goods or services supplied are not in

line with the international market prices for goods or
services of sim’lar quality supplied on similar terms pre-
vailing at the timesuch goods or services were supphed,
provici‘d however, that purchases made and services
performed within A.R.E. shall be subject to Article

XXV

-*

?

(i77) that thecondition of the materials fyrnished by CONTR-
ACTOR does not tally with their prices ; or

(z7v) that

the costs incurred ars notreasonably required lor

or: erations.

CONTRACTOR shall confer with EGPC in connection
with the problems thys presented, and thepartiesshall attempt
to reach a settlement which is mutually satisfactory. If within
the time limit of the threc {3) months period provided for in
this paragraph, EGPC has not advised CONTRACTOR of
its objection to any statement, such statement shall be

considered

as approved.

If within the time limit of three (3) months EGPC has
advised CONTRACTOR of its objections to any statement
then CONTRACTOR shall confer with EGPC in connection

with the

oblem thus presented and the parties shall attempt

to reach a final settlement thereto.

CONTRACTOR shall surply all fundsnecessary for 1ts opera-

tions in A
currency fr

R.E. under this Agreement in freely converuble

om abroad. CONTRACTOR shall have the right

ptian currency whenever required and the conver-

to the Official A.R.E. Rate of Exchange for the Petroleum

Sector_

to buy E :
sion shallgie made at the local banks in the A.R.E. according
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(/) EGPC is authorized to advance to CONTRACTOR the

Egyptian cutrency required for the operatronsuuder this Agr-
eement against receiving from CONTRACTOR an equivalent

amouut of

S. Dollars at the Official A R.E. Rate of

Exchange, such dollars to be deposited in an EGPC account
abroad with|a correspondent bank of the National Bank of

Egypt, Cairo.
for financing
requirements

Withdrawals from sald account shall be used
EGP(’s and its Affiliates foreign currency
in accordance with their approved budgets

and subject |to the approval of the Minister of Petroleum.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of

CONTRACTOR :

the second Year after the Effective Date herecf,
skall relinquish to the GOVERNMENT a total

of twenty-five (25) percent in Exploration Blocks of the origina¥

Area.

Without prejudice to Articles IIT and XXI, at the end of the

total Exploration

the remainder of t

period, CONTRACTOR shall relinquisk
he original Area notthen coaverted to a Develo-

pment Lease or Leases.

YOLUNTARY
CONTRACT

OR may, voluntarily, during any period re-

hnqulsh all or ani part of the Area in Blocks provided that at the

time of such vol

tary relinquishmeaqt its financial oblbigatioas for

Exploration expenditure under Article IV paragrph (b) have been

satisfied for such

Any relinqui

period.

shments hereuander shall be credited toward the

mandatory pl ovis ons of the abgve Faragi 3Fh'
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Following Commercial Discovery, EGPC and CONTRACTOR

shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for above at the end of

the total Exploration period.

ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGYG and CONTRACTOR shall
form in the A.R E. an operating company which shall be called
ASHRAFI ISLAND PETROLEUM COMPANY herela-
after referred to as ASHPETCO or as Operating CGompaay.
ASHPETCO shall be subject to the Laws and regulaticns in
force in the A.R.E. to the exteat that such Laws and regula-
tions are not inconsistent with the provisions of this Agree-

ment or the charter of ASHPETCO.

However, ASHPETCO shall, for the purpose of this
Agreement, be exempted from the following Lawsaand regula-
tions as gow or hereafter amended or substituted :

—  Law No. 159 of 1981 promulgating Law on jomt stock
companies, partnership limited by share companies and

limited liability companies.

__ TLaw No. 141 of 1963, on the formation of board of direc-
tors at private companies, societies and corporations, and
on the manper of workers representation thereon.

— Law No 97 of 1983 on Public Sector Organizations and
Companles.

— Law No. 97 of 1976 organising dealings in foreign cur-

rencles.

—  Law No. 48 of 1978 on the staff Regulations of Public
Companies.
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Within thirty (30) days after the date of Commercial Disco-

Fo; Thc*CharteLOf' ASHPETCO is hereto attached as Annex D,

L)

very, the Charter shall take effect and Operating Company
shall auto natically come into existence, without aay further
proced ures.

Ninety (90) diys after the date Operating Compauy comes
info existeace in acco-dance with paragraph (b) above, it
shall prepare a Development Work Program and Budget for
the remniinder of the Year in which the Commercial Disco-
very is madz; aad ao! later than three moaths before the ead
ef the current Financial Year (or such other datc as may
be agreed upon) and tiree moaths preceding the commen-
eement of each succeeding Financial Year thereafter (or such
sther date as may be agreed upon) Operating Company shall
prepare an annual Production Schedule, Work Program and
Budget for |the succeeding Finaacial Year. The Production
Schedule, Work Prozram and Budget shall be submitted to
the Bozxrd of Directorsfor approval and to be finally approved

by EGPG

Not later than the tweatieth (20#h)day of each moath, Operat-
ing Company shall furaish to CONTRACTOR a written
estimate of lits total cash requirements for expenditure for the
first halfand the second half ofthe succeeding month expressed
m U.S. Dollars ha:ving rega.rd to the approved Budget.
Such estimate shall take into coasideration any cash cxpec-
ted to be on hand at mont . end.

Payment for the appropriate period of such month
shall be made to the correspondent bank designated bl
Paragraph | (e) below on the date (S) agreed upon between
Operating | Company and CONTRACTIOR.
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() Operating Gompanvis authorized to Keep at its own disposal
abroad in an account opened with a correspondent bank of
the National Bank of Egypt, Cairo, the foreign funds advan-
ced by CONTRAGTOR. Withdrawals from said account
shall be used for paymeat for goods and services acquired
abroad and for transferring to a local bank in the A.R.E.

the required amount to meet expenditures in Egyptiac

Pounds, for| Operating Companv in connection with its
activities under this Agreement.

Within sixty (60) days after the end—of each Financial
Year, Operating Companv shall submit to the appropriate
exchange control authorities in the A.R.E. a statement, duly
certified by a recognised firm of audrtors, showing the funds
credited to that accouat, the disbursements made out of that
account and the balance oustanding at the ead of that Year.

(f} If and for as long during the period of production operations
there exists an excess capacity in facilities which can not during
the period of such excess be used by the Operating Companv,
the CONTRACTOR will coasult. with EGPC to find a
mutually agreed formula wherebvy EGPC may use the excess
capacity if it|so desires without any financial, or operational

disadvantage [to the CONTRACTOR.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
ERODUCTION SHARING

(4) 1. Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall receovr all costs and exXpenses
In respect of all the Exploration, Develompent and
related gperations upder this A greement to the extent
and out of forty (40) percent quarterlv of all Crude
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Oil Produced and saved from all Develgpment Leases
within the Area hereundrr and not used in Petroleum
operatigns. Such Crude Oil 1is hereinafter referred
to as “Cost Recovery Crude Oil”.

For| all Exploration, Development and Production

hereunder, such costs and expenses shall be recovered

from Cost Recovery Crude Oil 1n the following manner :

(2)

(221

L

All |Operating Expenses, incurred and paid after
inittal Gommercial Production, which for the pur-
poses of this Agreement shall mean the date cow
which the first regular shipment is made, shall be
recqgverable either 1n the Tax Year in which such
costs and expenses are incurred and paid or the Tax
Year in which initial Commercial Production occurs,

whichever 1s the later date.

Exploration Expenditures including those accumula-
ted prior to the commencement of initial Commercial
Production, which for the purposes of this Agreement
shall mean the date on which the first regular ship-
ment 1s made, shall be recoverable at the rate of
twenty (20) percent per annum starting etther in the
Tax | Year in which such expenditures are incurred
and pald or the Tax Year In which initial Com-
mercial Production commences, whichever is the
later| date.

Development Ixpenditures, mncluding those accu-
mulated prior to the commencement of initial Com-
mercial Production shall be recoverable at the rate
or twenty (20) perce::t per annum starting in the
Tax Year in which such expenditures are incurred
and paid or the l'ax Year in which initial Commercial
Proluction commences, whichever is the later date.
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(w) Tot

he extent that, in a Tax Year, costs, expenses and

exp enditures recoverable as per paragraphs (1), (11)

(111)

preceding exceed the value of all Gost Recovery

Crude Oil for such Tax Year, the excess shall be
carried forward for recovery in the next succeeding

Tax

C45€

Vear or Years until fully recovered, but in no
after the termination of the Agreement, as to

CONTRACTOR.

For

all ¢

the

I

the purposc¢ of determining the classification of

osts, expenses and expenditures for thelr recovery,

followlng terms shall apply

«Exploration Expenditures” shall mean all
costs and expenses for Exploration.

“Development Expenditures” shall mean all
costs and expenses for Development with
the exception of Operating kxpenses.

“QOperating Expenses” shall mean all costs
expenses and expenditures made after initial
Commercial Production, which costs, expenses
and expenditures are not normally depreciable.
However, Operating Expenses shall include
workover, repair and maintenance of assets
but shall not include any of the following :
side tracking, redrilling and changing of
the status of a well from oil well to water well

and vice versa, replacement of assets or a part

of an asser, major overhauling that extends
the life of the asset, additions, 1mprovements

and renewals.
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(z) It|1s understood and agreed upon that the recovery
orosts and expenses as based upon the rates referred

to/above shall be allocated to each quarter propor-
tionately (one fourth to each quarter). However,
any recoverable costs and expenses not recovered

in| one quarter, as thus allocated, shall be carried

ward for recovery in the next quarter.

RACTOR shall each quarter take and separately
dispose of all Cost Recoverv Grude Oil produced, except
as pravided I sub-paragraph (a) (3) below of this Article
VI1I, plus its share of the balance of the Grude Ol as
stipulated in paragraph (b) below of this Article VII.
To the extent that the value of the Cost Recoverv Crude
Qil (as determined in sub-paragraph (c) below) exceeds
the actual recoverable costs and expenditures, including
any carry forward frem paragraph (a) {1) (iv) above,
to be recovered in that quarter the value of such excess
Cost| Recovery Crude Oil actually taken and separately

e Accounting Procedure contained in Annex “E”
and CONTRACGTOR shall be deemed to have purchased
such excess Cost Recovery Crude Oil.

Nin i:}' (90} davs prior to the GCommencenent of each
Year EGPC shall be entitled to elect by notice in writing
to CONTRACTOR to take delivery in kind, F.O.B.
export termumal or other agreed delivery point, of up
to 100 percent of any excess Cost Recovery Crude Oil
for that Year, and thereby reduce the amount to be
purchased by CONTRACTOR 1n the same percentage
amount as elected by EGPC.
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(6) Production Sharing :

I'he remaining sixty (60) percent of the Gru.de O1l shall
be taken and disposed of separately by EGPC and CONTRA-
GTOR according to the following incremental scale :

Crude O}l produced and saved EGPC | CONTRAC.
under this Agreement and not
: . Share TOR Share
used in Petroleum operations. o/ o
Barrels per day 0 | 0
|
With respect to |[the production
segment up to |30,000 BOPD |
(quarterly average) 81 19
With respect to |the production
segment 1n excess| of 30,000,up to |
50,000 BOPD (quarterly average) 83 | 17
With respect to the production |
segment 1n excess of 50,000 up to
100,000 BOPD (quarterly average) 85 | 15
With respect to |the production
segment over 100,000 BOPD 1
(quarterlv average) 88 | 12
R M
ey 1. It 1s theinteat of the parties that the value of the Cost

Recovery Crude Oil shall reflect the prevailing market

price for

Crude Oil. For the purpose of evaluating the

prevaﬂing market value of the quantity of Cost Recovery

Crude

11 to which CONTRACTOR. is entitled here-

under during each calendar semester, the welghted
average irice realized for comparable quantities on com-

parable

redit terms in freely convertible currency from
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F.0.B. point of expo-t sales to noa-Affiliated Companies
duing such semester at armslength by either EGPG or
CO-.\T%'RAGTOR under all CGrude Oil sales contracts
curreatly in effect, but excluding Crude Oil spot sales
not consistent with prevailing market prices for similar
Crude Oil and also excluding Grude Oil sales contracts
involjin g barter, whichever is higher, shall be used. It
s understood that in the case of C.LF. sales, appropriate
ded 1dtions shall he made for transport and Insurance
charges to calculate the F.0.B. point of export price ;
and always taking into account ths annropriate adjust-
ment | for quality of Grude Oil, freigat advantage or
disadvantage of port of loading and other anpropriate
adjustments. Nevertheless, if CONTRACTOR coanstders
the value of the Cost Recovery Grude O1l so determ-
1 od ot to reflect the market conditioas prevailing during
the calendar semester, CONTRAGCTOR and EGPC shall

meet and mutually agree upon the price.

Z. If during any .calendar semester there are no such
sales by EGPG or GONTRAGTOR uader Crude Oil
sales doniracts currently in effect, EGP(G and CONTRA-
CTOR shall meet and mutually agree upon the price of
Crude Oil to be used in determining the value mentioned
in subparagraph (c) (1) above. Pending such mutual
agreement the price used shall be the last price det-

ermined pursuant to sub-paragraph (c) (1) or under
this sub-paragraph (c) (2) whichever is later,” and appro-
priate adjustment will be made thereto after determin-
ation| of a mutually'agreed price by EGPC and CONTR-

ACTOR.

‘(B O evating Com»any ¢chall prepare (not less than
ninetﬂ (90) days prior to the beginning of each calendar
semester following regular production) and furnish in
writing to CONTRACTOR and EGPC a forecast setting

out the total quaatity of Petroleum that Operating Gom-

pany| estimates caa be produced, saved and transported
hereuader during such calendar semesier in accordance
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with good oil industry practices. Operating Company
shall eadeavour to produce each calendar semester

the forecast quantity. The Grude O1il shall be run to
storage tanks constructed, maintained and operated
according to Government Regulations, by Operating
Compaony, in which said CGrude Oil shall be metered
or otherwise measured for royalty, and the other purposes
required by this Agreement.

CGONTRACTOR shall have the right and the obligation
to separately take and dispose of - currently all of the
Crude (Oil to which 1t 15 entitled as 1s determined ia
accordance with sub-paragraphs (a) and (b) of this Article.
Subject| to payment of sums due EGPC under Articles VII
(2) (2) and IX, GONTRACTOR shall have the right
to retai% abroad all tunds acquired by it abread including

the proceeds from the sale of 1its share of Grude Oil
exported.

At a reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOQOR
shall meet and agree upon a procedure for scheduling
tanker Iiktings from the agreed upon pomt of export.

ARTICLE VI1II

TITLE TO JASSETS

(a) EGPCG shall become theé owner of all assets acquired and gwned
by CONTRACTOR 1n connection with the operations carried
out by CONITRACTOR or Operating Company in accordance

with the following :

1.

Land shall become the property of EGPC as ;soon as if
1S purcnased.

Title to fixed and movable assets shall be transferred
automatical'y from CONTRACTOR to EGPC as soon
as they have been recovered by CONTRACTOR in

accordance with the provisions of Article VII ; or at the
time of termination of the Agreement, whichever first

OCCUrs.
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The Book Value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPG
or by Operating Company to EGPC and CONTRACTOR

within thirty (30) days of the end o' each quarter.

(0} During the

term of this Agreement and the renewal pericd

EGPC, CONTRACTOR and Operating Company are
entitled to the full use of all fixed and movable assets In

connection with operations hereundr in (1) the Area and (2)
any other area approved by EGPC and CONTRACTOR and
proper accounting adjustment shall be made. CONTRA-

CTOR and
with agreement of the other.

EGPC shall not dispose of the same except

(¢) GONTRAQTOR may freely import into A.R.E., use therein

and freely e
pment whic

tp ort at thie end of such use machlnery and equi-

it either rents or leases in accordance with good

industry practices.

ARTICLE 1X
BONUSES

(a) CONTRAGTOR shall pay to EGPC as a Signature Bonus

the sum of

Dollars on

() CONTRAC
11

of five mill

when the {

six million one hundred thousand (6,100,000) U.S,
the Effective Date.

STOR ehall zlso pav to EGFO the additional sum
on: (5,000,000) U.S. Dollars w.s & Froduction Bonus
otal average daily production first reaches therate

of twenty-five thousand (25,000) Barrels per day for a period
of thirty {30) consecutive producing days. Faynient will

be made

ithin fifteen (i15) days thereafter.
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(c) GONTRACTOR shall also pay to EGPC the additional sum
of eight million (8,000,000) U.S. Dollars as a Production
Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) Barrels per day for a period
of thirty (30) consecutive producing days. Payment will
be made |within fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum
of ten million (10,000,000) U.S. Dollars as a Production
Bonus, when the total average daily production first reaches
the rate of one hundred thousand (100,000) Barrels per day.
for a period of thirty (30) consecutive producing days. FPay-
ment will be made within fifteen (15) days thereafter.

(¢) All the above mentioned Bonuses shall in no event be re-
covered nor amortized by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article III (c) herein-
above, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRACTOR
exercises its option to share in such production and only from
the initial date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

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

The General Manager and Deputy General Manager shall
be entrusted by CONTRACTOR with sufficient power to carry
out immediately all local written directions ‘given to him by the
GOVERNMENT or its representatives under the terms of this
Agreement. All lawful regulations issued or hereafter to be 1ssued.
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which are applicable hereunder and not in conflict with this Agree-
ment shall apply 1o the duties and activities of the General Mana-
ger and Deputy (eneral Manager.

All matters and notices shall be deemed to be validly served

which are left at |the oize of the General Manager or which are
sent to him by registered mail to CONTRACTOR’s office 1n. A.R.E.

All matters and notices shall be deemed to be validly served
which are left at the ofice of the Chairman of EGPG or which
are sent to him by registered mail at EGPC’s main office 1n cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, accord-
ing to generally accepted methods in use in the oil industry
to prevent loss or waste of Petroleum above or under the
ground in any form duriag drilling, producing, gathering
and distributing or storage operations. The GOVERN-
MENT has the right to prevent any operation on any well
that it might reasonably expect would result in loss or damage
to the well |or the o1l field.

() Upon completion of the drilling of productive well, Operat-
ing Company shall inform the GOVERNMENT or its re-
presentative of the time when the well will be tested and the

production rate ascertained.

(¢) Except in instances where multiple producing formations
in the same well can oaly be produced economically througfln
a single tubing string, Petroleum shall not be produced from
multiple oil carrying zones through one string of tubing at
the same time, except with the prior approval of the GOVERN-
MENT or its representative. '
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(d) Operating Company shall record data regarding the quanti-
ties of Petroleum and water produced monthly from each
Development Lease. Such data shall be sent to the GO-
VERNMENT or its representative on the special forms provi-
ded for thatpurpose within thirty (30) days after it 1s obtained:
Daily or weekly statistics regarding the production from the
Area shall be available at all reasonable times for examina-

tion by |authorized representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphic logs of wells must show
the quantity and tvpe of cement and the amount of any other
materials used in the well for the purpose of protecting Petro-
leum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well

after its completion should be subject to the approval oi the re-
presentative of the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC, CGONTRACTOR, Operating Company and their
contractors and sub-contractors engaged in Carrying on gpera-

tions under this Agreement shall be permitted to import and

shall be exempted from customs duties, with respect to
the importation of machinery, equipment, vehicles, materials,

spare parts, supplies, consumable items, foodstufts and mov-

able property when certified by responsible representative
of EGPC, to be used solely on carrying 1:» operations under

this Agreement.
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(6)

(¢)

(4)

Fach expatriate employee of CONTRACTOR and Operatg
ing Company and the said contractors and sub-contractors
shall be permitted to import and shall be exempt from a.ll
customs duties with respect to the reasonable lmportatlon
of household goods, consumable items, foodstuffs (within
the limits approved by Ministry of Petroleum) and personal
effects including one automobile provided however, that Such
properties|are imported for the sole use of the employee and
his family| and provided further, that no such property im-
ported by|the employee shall be resold by him in the A.R.E.
except in| accordance with GOVERNMENT regulations.

i'he exemption provided in (a) of this Article shall not app1;
to any imported items when EGPC considers and shows that
items of the same or substantially the same kind and quality
are manufactured locally and are available for purchase and
timely delivery in the A.R.E. at a price not higher than ten
(10)percent more than the cost of the imported items before
customs duties, but after transportation and insurance costs
have been added.

Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or not-exempt from customs
duties, taxes or imposts under this Article may be exported
by the importing party at any tin:ec without the payment of
anv export duty, or impost.

Used but serviceable material, equipnient and goods resulting

from operations hereunder may be sold within the A.R.E.

provided | that the purchasers pay the applicable customs
duties, taxes or imposts, if any, except if sold to EGPC or
an Affiliated Compa.ny of EGPC.

—— —— i, pp—
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(f) Material,| equipment and goods so damaged or used as to
be non-serviceable and which are classified by CONTRAG-
TOR or | Operating Company as scrap or junk (any such
CONTRACTOR?s appraisal being [subject to EGPC ap-
proval and any such Operating Company’s appraisal being
subject to EGPC and CONTRACTOR approval) may be
sold as scrap or junk without payment of customs duties, taxes

or imposts.

(¢) In the eVent of such sale under sub-paragraphs (e) and (f)
above, the proceeds from such sales shall be divided 1n the

following manner :

CONTRACTOR shall be entitled to reimbursement of
its unrecovered cost, if any, of such material or equipment,
and the lexcess, if any, shall be paid to EGPC.

(h) <Customs Duties”, as used herein, shall include all duiles,
taxes or imposts (except those charges paid to the GOVERN-

MENT for actual services rendered), which are payable as

a result of the importation of the item or items under conside-

ration.

(i) There shall be no licence required, and CONTRACGTOR,
EGPC and their respective buyers shall be exempted from
any duty, tax, fee or any other financial impost in respect of

the export of Petroleum hereunder.

(Y EGPC, CONTRACTOR, Operating Gompany and their
contractors and sub-contractors engaged on this Agreement,
for the purposes of this Article XII and without prejudice
to the limits and restrictions laid down in paragraphs (a)
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(a)

(¢)

Sl T

and (b) above, shall be exempted from Law No. 133 of 1981

promulgating the I.aw on Consumption l'ax as now or here-

after amended or substituted by any subsequent Laws.

ARTICLE XI1I

BOOKS OF ACCOUNT :
ACCOUNTING AND PAYMENTS

EGPG, CONTRACTOR and Operai‘ing Company shall

each maintain at their business offices in the A.R.E. books
of account, in accordance with the Accounting Procedure
in Annex |“E” and accepted accounting practices generally
used in the petrolewn industry, and sach other books ana
records as may be necessary to show the work performed under
this Agreement, including the amount and vzlue of all Petro-
leum procﬁced and saved hereunder.

CONTRACTOR and Operating Company shall keep their
books of account and accounting records In United States
Dollars. Operating Company shall furnish to the GOVERN-

MENT or its represeptative monthly returns showing the
amount af Petroleum produced and saved hereunder.

Such returns shall be prepared in the form required by the
GOVERNMENT, or its representative and shall be signed
by the General Manager or by the Deruty General Manager
or a duly designated deputy, and detivered to the GOVERN-
MENT or its representative within thirty (30) days after the
end of the month covered in the return.

The aforesaid books of account and other hooks and records
referred to above shall be available at all reasonable times
fo; Inspe¢tion by duly authorized re]‘.;;z‘crfzfntatives o' the

GOVERINMEN'!.

CONTRACTOR shall submit to EGPC a Profit and Loss
Statement for the Financial Year not later than 4 months
after the | commencement of the following Financial Year
to show its net profit or loss from the Petroleum operations
under this Agreement for such year. CONTRACTOR shall
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at the same time submit a year-end Balance Sheet for the
same Financial Year to EGPC. The Company balance
sheet and |financial statements at the end of the Calendar
Year shall be certified by an Egyptian certified accounting
firm accepted by EGPC.

ARTICLE X1V

RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR andfor Operating Company shall prepare
1nd, at all| times while this Agreement is in force, maintain
accurate and current records of its operations in the Area
hereunder, CONTRACTOR and/or Operating Company
shall furpish the GOVERNMENT or its representative, In
conformity with applicable regulations or as the GOVERN-
MENT or |its represenptative may reasonably require informa-
tion and data concerning its operations under this Agreement
Operating| Company will perform the functions indicated
in this Article XIV in accordance with their respeciive role
as specified 1n Article VI.

(6) CONTRACTOR and/or Operating Company shall save and
keep for a|reasonable period of time a representative ﬁgrﬁon
of each sample of cores and cuttings taken from drilling wells,
to be disposed of, forwarded to the GOVERNMENT or 1ts
representative in the manner directed by the GOVERN-
MENT. Al samples acquired by CONTRACTOR and/or

Operating|{ ompanv for its own putpo:cs shall be considered

available for inspection at any reascnzlle toe 1o i GO-
. e

VERNMENT or its r presentatives.

¢} Unless otherwise agreed to by EGPC, in case of exporting
any rock samples outside A.R.E., samples equivalent m size
and quality shall, before such exportation, be delivered tc
EGPC as representative of the GOVERNMENT .
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(d) Originals of records can onlv be exported with the permis-
sion of EGPC ; nvovid:d, however, that magnetic tapes and

any other data which must be processed or analyzed ouyt-
side the A.R.E. mav he exnorted if a monitor or a comparable
record, 1t availible, is maintained in A.R.E a;d provided
that such exports shall be repatriated to A.R.E. immediately

upon EGPC reguest on the understanding that they belong
to EGPL.

(¢) During the period CONTRAGTOR is conducting the Explo-
ration operations, CONTRACTOR shalii permit EGP(
through | EGPC’s duly authorized represcrratives or emyio-
yees to have tull and complete access to the Area at all reaso-
nable times with the right to observe the operations being
conducted and to inspect all assets, records and data kept by
GONTRACTOR. EGPC’s representative, in exercising its
rights under the preceding sentence of this paragraph (c),
shall not interfere with CONTRACTOR’s operations. CON-
TRAGTOR shall provide EGPC with copies of any and a!l
data (including, but not limited to, geclogical and geophyei-
cal reports, logs and well surveys) information and interpre-
tation of|such data, and other information in CONTRAC-
TOR’s possession. All such data and information shall
be strictly confidential and shall not be divulged by
EGPC except to Affiliated Companies or by the GOVEFR.N-
MENT without the consent of CONTRACTOR while this

Agrecement remains in force

For th: purpoase of obtaining new ofters, the GOVERN-
MENT 4nd o EGPU may show any other party geophysical
and geo'agical data (ths age of which 1s not less than one year)

with respect to the Area adjacent to the area of such new offer.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in
law toward third parties for any damage cauysed by CONTRAC-
1TOR’s Exploration operations and shall indemnify the GOVERN-
MENT and/or EGPC against all damages for which they may be
“held liable on account of any such operations.

GOVERNMENT shall give notice to CONTRACTOR of
any claim or occurrence in respect of which GOVERNMENT
proposes to invoke the provisions of this indemnity and shall give
CONTRACTOR the opportunity to investigate, repudiate or
otherwise deal with any matters that may arise from such a
claim.

ARTIGLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GO\ ERNMEN'T shall
have access to the Area covered by this Agreemecni and to the opera-
tions conducted thereon. Such represeriailves nav  exaimine
the books, registers and records of EGPCG, CONTRACTOR and
Operating Company and make a reasonable number of Surveys,
drawings and| tests for the vurpose of enforcing this Agreement.
Lhey shall, for this purpose, bz entitled to make reasopable
use of the machinery and instruments of CONTRACTOR or
Operating Company on the condition that no danger or impediment
to the operations hereuander shall arise direcily or indirectly from
‘uch use. Tji,c: GOVERNIIENT shall indenmnity and ‘rein:-
burse CONTRACTOR or Operating Company for anv loss
or damage which may in fact result from any such usc ol said mach-
inery and instruments. Such representatives shall Le given reaso-
nable assistance by the agents and employees of CONTRACTOR
or Operating Company so that none of the activities shall epdanger
or hinder the safety or efficiency of the npfrations
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CONTRACTOR or Operating Company shall offer such
representatives all privileges and facilities accorded to its own em-
ployees in the/field and shall provide them, free of charge, the use
of reasonable office space and of adequately furnished housing
while they are in the field for the purpose of facilitating the objec-
tives of this| Article. Any and all information obtained by
the GOV ERF’MENT or its representatives under this Article

XVI shall be kept confidential with respect to the Area.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL

(a) Itis the desire of EGPC and CONTRACTOR that operations
hereundern be conducted in a business ke and eff:cient wrapner.
1. The jxpatriate administrative, professional and technical

personnel employed by CONTRACTOR or Operating
Company - and the personnel ofits contractors for the
conduct of the operations hereunder, shall be granted a
residencc as provided for in Law No. 98 of 1960 asamended
and Ministerial Order No. 9 of 19063 as amended, and |
CONTRACTOR agrees that all immigration, passport,
visa and employment regulations of the A.R.E. shall
be applicable to all alien emplovees of CONTRACTOR

working m the A.R.E.

2. A minimum of twenty five (25) percert of the con:bmed
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by CON-
TRACGTOR oy Gperating Company shell be paid monthly
in Egyptian Currency. On final repatnation such per-
sonne! shall have the right to remit abroad in U.S. Dullars
or other currencies the unused portion of Egyptian Gur-
rency in excess of twenty five (25) percent of such person-

nel’s salary.
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CONTRAGTOR and Operating Company shall each select
its employees and determine the number hereof, to be used
for operations hereunder.

CONTRACTOR shall, after consultation with EGPG, pre-
pare and carry out spec:lahzed training programs for all 1ts
A.R.E. employees engaged in operations hereunder with
respect to applicable aspects of the petroleum industry.
CONTRACTOR and Operating Company undertake to
replace graduallv their non-executive expatriate stafis by
qualified nationals as they are available.

(d) During the period when CONTRACTOR 1s conducting

Exploration, CONTRACTOR shall pay - 50,000 Dollars to
EGPC yearly for training its employees, or give mutually
agreed numbers of EGPC employees an opportunity to attend
and participate In  CONTRACTOR’s and CONTRAC-
late training programs relating to Exploratton and
Development operations.

ARTICGLE XVIII

LAWS AND REGULATIONS

(@) CONTRACTOR and Operating Company shall be subject

(%)

to Law f’jﬁ 66 of 1953 (excluding Article 37 thereof) as amen-
ded by Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the sate
and efficient performance of operations carried out for the
execution| of this Agreement and for the conservation of the
Petroleun{iresources of the A.R.E. provided that no regulations,

modification or interpretation thereof sh.li be contrary to or
1nconsistent with the provisions of this Agreement.

EGPC and CONTRACTOR shall be excmpted from all
taxes, except as provided in Article I1I paragiaph (f) for income
taxes, with respect to the extracting, producing, exporting o,.
transporting of Petroleum hereunder. GONTRACTOR sha’
also be exempted from any tax on capital.
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(¢) The rights
under, and
governed

and obligations of EGFYC apd CONTRACTOR
for the effective term of this Agreement, shall be
and in accordance with the provisions of this

Agreement and can only be altered or amended by the mytual

agrecment
- el

(d) The coptra

this Agreem

and Operati{

bg
f the said contracting parties.

ctors and sub-contractors of CONTRACTOR
¢ Company shall be subject to the provisions of
nt which affect them. Insofar as all regulations

which are duly issued by the GOVERNMENT apply from

time to time
this Agreem
TRACTOR

A T

and are not in accord with the provisions of
t, such regulations shall rot apply to the CON-

e
End sy b-contractors

(/) EGPC, CONTRACTOR, Operating Company and their

subcontractor

exempted fro

s shall for the purposes of this Agreemcent be
m all professional stamp duties imporc¢ Ly syp-

dical laws with respect to their docum ents erc 2ctvives Lae-

under.

In case of nat

ARTICLE XIX

RIGHT OF REQUISITION

ional emergency due to wir or Imminent expec-

tation of war or internal causes, the GOVERNMENT may

req y1sition @

Il or part of the production from the Area

obtained hereunder and require Operating Company to incre-
ase such production to the utmost possible maximum. The

GOVERNMI

tN'T may also requisition the Oil field 1tself and,

il necessary related facilities.

\
J

(b

after inviiirg
tative by regl
to exuoress the

(¢) The requisitio
Order.

In any such ¢

Anv 1y

1s¢, such requisition rhall not be eficcted except
[ GPCO ar.d CONTEACTOR or thewr renresen-
stered letier, with ecknowlecgen ent of receipt,
e views with respect to such requiciiion.

;_,,,
n of production shzall be effected by Ministerial
equisition of Gil field itself, or any related faci-

lities shall be e¢ffected by a Presidential Decree duly notified

to EGPC and

CONTRACTOR.
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(d) In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and CONT-
RACTOR for the period during which the requisition 1s
maintained, including :

%1. All damages which result from such requisition.

2. Full payment each month for all Petroleum extracted
by the GOVERNMENT less the royalty share of such
production, and

3. Other obligations of CONTRACTOR and EGPC here-
under.

However, any damage resulting from enemy attack is not
within the meaning of this sub-paragraph (d). Payment
hereunder shall be made to CONTRACTOR in U.S. Dollars
remittable abroad. The price paid to CONTRACTOR

for Petroleum taken shall be calculated in accordance with
Article VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to 2 person,
firm or corporation not party hereto, in whole or in part,
any of its rights, privileges, duties or obligations under this
Agreement without the written consent of the GOVERN-

MEN'.

(6) To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled -

. The obligations of the assignor deriving from this Agre-
ement must have been duly fulfilled as of the date such
request is made.
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the instrument of assighment must include provisions
stating precisely that the assignee is bound by all coven-
nants|contained in this Agreement and any modifications
or additions in writing that up to such time may have been
made, A draft of such instrument of assignment shall
be sullmitted to the EGPG for review and approval betore

being| formally executed.

(¢) Any assiglment made pursuant to the provisions of this Arucle

shall be fr

e of anv transter o related taxes, charges or fees.

(d) The assignor tbgether with the assignee shall be jointly and
severally liable for all the daties and obligations of GONT-.
RACTOR| under this Agreement, except in case of 100 %

assignment.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOYERNMENT shall have the ‘right to cancel this
Agceement by Order or Presidential Decree, with respect to
CONTRACTOR, in the following instances :

l.

-9

If it knowingly has submitted any false statement to the
GOVERNMENT which were of a material considera-
tion for the execution of this Agreement ;

[fit assigas any iuterest hereunder contrary to the provi-
sions of Article XX hereof ;

If it is adjudicated bankrupt by a coart ol competent

jurisdiction ;

If it d6=s not comply with any final decision reached as

the result of coart proceedings conducted under Article

XXIIl paragraph (a) hereunder ;
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5. Ifitintentionally extracts any mineral other than Petroleum
Lot authorized by this Agreementor without the authority

of the GOVERNMENT, except such extractions as may
be unavoidable as the result of operations conducted

hereunder in accordance with accepted petroleum indus-
try 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 Agreemeént oT
of the provisions of Law No. 66 of 1953, as amended by
Law No. 86 of 1956, which are not expressly contradicted

by tih_c provisions of this Agreement. Such cancellation

shall take place without prejudice to any rights which
may have accrued to the GOVERNMENT against GON-

TRACTOR. in accordance with the provisions of this

Agreement, and, in the event of such cancellation,

CONTRACTOR shall have theright to remove from the

Area all its personal property.

(6) Ifthe GOVERN MENT deems that one of the aforesaid causes |
(other than 2 force majeure cause referred to in Article XX11
hereof) exists to cancel this Agreement, the GOVERNMEN'T

shall give CONTRACTOR ninety (90) days written notice
personally served on CONTRACTOR’s Geperal Manager 1n
the 1ega.lf;r oficial manner and receipt of which is acknow-
edged by him or by his legal agents, to remedy and remove
sush cause ; buat if for any reason such service 1 impossible
due to |unnotified change of address, publication 1n the
Official Journal of thaiGOVERNMENT of such notice shall
be considered as validly served upon CONTRAGTOR.

Ifat the end of the said ninety (90) days notice period such
~ause has not been remedied and removed, this Agrecinent
may bz tancelled forthwith by Order or Presidential Decree
as aforesaid ; provided however, that if such cause, or the
failure to remedy or remove such. cause, results from any acj
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or omissign of one party, cancellation of this Agreement shall
be effective only against that party ar.d not against the other
parties hereto.

ARTICLE XXII

FORCE MAJEURE

(a) The non-performance or delay in performrence by EGFC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excuscd if, and to the extent that, such
non-performance or delay is caused by force majeure. Lhe
period of| any such non-performance ot delay, together with
such period as may be mecessuy for the restoration ol any
damage done during such dclay, shall be addcd to the time
given in this Agreement for the performance of suck obligation
and for the performance of any obligation dependent thereon

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

(b) “Force Majeurc”, with'n the mean'rg of this Article XXII,
shall be any-oider, regulatien or direction of the GOVERN-
MENT ofthe ARAB REPURLIC OF EGYPT, or Government
of Italy ofr the United States with respect to CON1 RACTOR
whether |promulgated in the form of a law or otherwise
or any act of God, insurrection, riot, war, strike, and other
labor disﬁurbance, fires. loods or any cause not due to the
fault or negligence of LGFC or CONTRACGI OR or either
of them, whether or rot similar to the foregoirg, provided that
any such cause is beverd the reasopable conwol of EGFG
and CONTRACTOR. or cither ol them.

(¢) Without prejudice to the 2bove ardexccptasmay ke ctherwise
provided herein, the GOVERNMENT shall ipcur no res-
pons bi ity whatsoever to EGPC and CONTRACTOR, or
either of them for any damages, restrictions or loss arisicg in
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consequence of such case of Force Majeure except a Force

Majeure .

aunsed by the order, regulations or direction of the

GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) If theForce Majeure event occurs during the initial Exploration

(4)

period 0O
a period

r|any extension thereof and continues in effect for
of six (6) months CONTRACTOR shall have the

option uppn ninety (90) days prior written notice to EGPU to

fe rminate

its obligations hereunder without further Iability

of any kind.

ARTICLE XXIII

DISPUTES AND ARBITRATICN

Any dispute arising between the GOVERNMENT aid the
parties hereto with respect to the interpretation, application
or execution of this Agreemcnt, shall be referred to the juris-
diction of the approjriate  AR.E.  Cowts and shall be
finally settled by such Courts.

Any dispute arigirg between € ONTFACITCR ard EGVFCIn

connection with the present Agrecr ¢ <hall Lc firaliv scttlcc

by a it

HOIN,
Rules ©
Chambe
made In
es'al t'sh

The o Fit

to “ho o

¢ 5
o L 2
LY
+

atior. 1he o:1litiation challi be held i STCCK-
SWEDEIN, and conducted in accordance with the
" Corcivation ard Arbitiation of the Internatioral

of Cozun.crce. In the event of no previsicns be'ng
hse rules in ceitain cases, the arbitrators shall
their cwr Ticcedurces.

ciion shetl Veipittatcd by eithor yariy givirgrotice
her a v vhai it elects to 1cfar the diepute fo arbitiz-
‘hat such rerty (haeirefter refarad to as the “Liret
hes arfericd or arbiteter who shall ke et fied

in suid notice. The other rarty {hercirafter referrcd to ¢s the

selected.

Party”), with'n fifteen (15) days shall notify Iirst

n writing, identifying the arbitrator that 1t has
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(d) If the Sec

nd Party does not appoint its arbitrator as foresaid,

the First Party shall have the right to apply to the Court of

Arbitratio
appoint a

thirty {30

third arb:

¢y The third
the A.R.E
which has
United St

busiress ¢

{f)‘:The raitie

of the International Chamber of Commerce 10
econd arbitrator. The two arbitrators shall within
davs, select a third arbitrator, faibng which the
rator shall be appointed by the Court of Arbitra-
International Chamber of Comimerce at the request

arbitrator must be a citizen of @ country other than
.and Ttaly and the Upited States and of 2 country
diplomatic relations with A.R.E. and Itzly and the

-
"

" the signatories hercto.

Ftes and shall have no econiomic intercst 7 the oil
{

s shoil extend to the Arbitration Board 2l fecilities

(includirg zccess to the Petroleum operations) for obtaining

any informaticn required for proper determirztion of the

dispute.

The absence or default of any party to the arbit-

ration shall not be permitted to prevent or hinder the arbitra-

tion procc

(g) Pending L
which hav
tinued. 1

dure in any or all of its stages.

he decision or award, the operzations or actlvites
¢ given rise to the arbitration need not to be discon-
h the event the decision or award recegnizes that

the comp]fint wazs justified, provisions may te made thercin

for such r

aparation as may appropriately Le made m favour

of the complairant.

Y, ' P g
,r,;} 1 uilu ciilltn

J T

t in the cward rendered wov 1o crieicd Inoany

Coourt having jurisdiction and applccticn iy be made In

such Co

art for a judicial ccceptonce -+ ke tward or on

order of enforcement zs the cuse may L.

(1) Th: parties dssire that, wherever approgrizte, decisions and

awards shall specify a time for compliance therewith.
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(7) IThe prosisioas of this Agee:mant relating to arbitration shall
coatinue in force mnot Wlth:tandlng the termination of this
Agreement.

(k) PRINCGIPLES of GJIDWNILL. Th: sigaatories base their
relations At‘ th raspectto this Azceement on the principles of
gordwill ahd 2y0d frith, rﬂilﬂﬂ' into account their different
natioaalities, thrs Azxcezment shall for th= purpose of arbitra-
tion bz fntﬂfl zTzct 1ad shall b: interpreted and applied in
conﬂ)rmity with principles of law common to the A.R.L.
and [taly and th2 United States and in th: absence of such
principles, thzn in coaformity with the principles of law nor-
mally re:o31iz2d by civilizad nations in general, including
those vraigh have bz:n apdplied by Intecnational Tribunals.

ARTICLE XXIV

STATUS OF PARTIES

‘a) Th2rixhts, daties, odligation aad liabilities in respect of EGPC
and GINI'RACTOX h:reunder shall be several and not
joint or cpilesilve, it being ‘understood that this Agreement
shall not be coastrusd as coastituting an association or cor-
poration or partnership.

(b)) GONTRAGTOR shall bz subjectto thelaws of th= place whare
it 15 iasqrpoarated regarding their legal status or creation,
organization, charter and by-laws, shareholding, and owner-
ship, GONTRAGTOR’s sharas of capital which are entirely
held a%:ohd shall not b2 ar3yiiable in th: A.R.E. and shall
not be oldzced lor public subscription nor shall they be subject
to the stamy fax oa capital shaves nor any tax ‘or duty in the
A.R.E. GDONTRATTOR shall bz exempted from the applica-
tion of Law Nbo. 152 of 1981 as amended, and from Law
No. 9 of 1964.
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(¢) All parties comprising CONTRACTOR shall be j::)intlg.r and
severally liable for the performance of the obligations under
this Concession Agreement.

ARTICLE XXV

LOCAL. CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

(a) Give priority to local contractors as long as their prices and
performance are comparable with international prices and
periormance.

{b) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available mat-
ertals, equipment, machinery and consumables. However,
such. material, equipment, machinery and consumables
mav be imported for operations conducted hereunder 1f the
local price of such items at CONTRACTOR’s or Operating

ompany’s operating base in  A.R.E. is more than ten (10)
percent higher than the price of such imported items before

customs datles, but after transportation and insurance costs
have been added.

ARTICLE XXVI1
ARARIC TEXT

The Arabic version of this Agreement shall, before the courts
of A.R.E. be referred to in construing or interpreting this
Agreement ; provided however, that In any arbitration pursuant
to Article XXIII hereabove between EGPC and CONTRACTOR
the English and Arabic versions shall both be referred to as having
.equal force in construing or interpreting the Agreement.
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ARTICLE XXVII
GAS

If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall in good farth study
all possible economic alternatives for its use and decide on the

best alternative for EGPC and CONTRACTOR jointly.

The costs|and expenses of producing non-associated gas shall
be recovered in accordance with the Cost Recovery Principles of

Article VII.

Production Sharing Principles of Article VII shall apply to the
value of assoctated and non-associated gas if sold for export and
not used in operations, flared or re-injected. However, any Gas
not exported Oj.ltSidC A.R.E. in a liquid or solid state, or not used
in operations (including re-injection), shall remain in the property
of the State and may be utilized by EGPC and EGPC shall not be

hable for payment to CONTRACTOR of any costs or expenses
respecting ny past operations of CONTRAGCTOR related to such
Gas. Undzr no circamstances will CONTRACTOR. be respon-

sible for or bear any cost or exnenses incurred for utilization of
Gas used interpally in the A.R.E.

ARTICLE XXVIII

GENERAL

The h=ading; or titles to each of theArticles m this Agreement
are solely for thz convenience of the parties herecto and shall pot
be used ~'th “2ipect to th2 interpretation or construction of said

Articles.

ARTICLE XXIX
APPR dVAL OF THE ARE. GOVERNMENT

This Agcezment shall not be binding upon any of the parties
hereto aaizss and until a law 1s issued by the competent authori-
ties of the A.R\E. auhorizing the Minister of Petroleum to sign
said Agreement|and giving this Agreement full force and effect of
law notwithstanding any countervailing governmental enactment,

and the Agreement is signed by the GOVERNMENT, EGPC,
and CONTRACGCTOR.
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ANNEX <A”

PETR(PLEUM CONCESSION AGREEMENT
BETWEEN

AR.E. AND EGPC

AND IEOGC, AMINOIL, MARATHON

IN OFFSHORE ASHRAFI AREA (BLOCK 28) IN THE
GULYF OF SUEZ

Description of the Area

Annex “B” is an illustrative map on the scale of 1:250,000

including th: Area covered and affected by this Agreement.

The Area isbounded by a group of straight lines, and 1t mcasures

approximately 124 Kms?2

It is composed of all- or part of 8 Explcration Blocks each

complete block [of which is three (3) minutes latitude by three (3)

minutes longitude.

Coordinates of the corner points of the Area are given In the

following table, which forms an integral part of this Annex “A™:

Point  Lat. N Long. E
(A) 27° 52 18.336" 33° 40" 26.040°
(B) R7° 47" 11.67" 33° 45" OO
(C) 27° 45" 007 33° 45’ 007

(D) 27° 45" 00" 33° 42 00"
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Point Lat. N Long. E
(E) 27° 41' 00" 33° 42" 00"
(F}  27° 41’ 00’ 33° 41 00"
(G) 27° 42' 00" 33° 41’ 00"
(H) 27° 42" 00’ 33° 40’ 00"
(I) 27° 44’ 00" 33° 40" 00"
() 27° 44’ 00" 33° 38’ 00"
(K) 27° 44’ 30" 33° 38" 30"
(L) 27° 45 00" 33° 37" 57.54"
(M) 27° 45" 00" 33° 39’ 00"

(N) 27{3 51: O_orf 330 39: Oor.r
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ANNEX «C”

LETTER OF GUARANTEE

LETTER OF GUARANTEE No. CAIRO

EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen, -

The Undersigned, NATIONAL BANK OF EGYPT, -as Guar-
antor, hereby guarantees to the Egyptian General Petroleum Cor-
poration (hereinafter referred to as EGPC) to the limit of ten million
(10,000,000) Dollars in U.S. Currency the performance by
IEOC Co. Inc. and Aminoil Egypt, Inc. and Marathon Petroleum
Egypt, Ltd. (hereinafter referred to collectively as CONTRACTOR)
of their obligations required for exploration operations to
spend a minimum of fifteen millicn (15,000,000) U.S. Dollars
during the initial two (2) years ol the exploration period under
Article IV of that certain Concession Agreement (hereinafter refer-
red to as the “Agreement”) covering that Area described in Annex-
as “A” and “B” of said Agreement, by and between the Arab
Repablic of Egypt (hereinafter referred to as “A.R.E.”), EGPC
and CONTRACTOR, dated 30/4/1934.

It is understood that this Guarantee and the liability of the
Guarantor shall be reduced quarterly, during the period of expend-
iture of said fifteen million (15,6CC,(CO) U.S. Dollars by the 2/3
of amount of money expended by CONTRACTOR for such explo-
ration operations during each such quarter. Fach such reduction
shall be established by the jo'nt written statement of EGPC and

CONTRACTOR.

In the event of claim by EGPGC of non-performance or surrender
of the Agreement on the part of CONTRACTOR prior to fulfil-
ment of said minimum expenditure obligation under Article IV
of this Agreement there shall be no liability on the undersigned
Guarantor for payment to EGPC unless and until such lability
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has been established by written statement of EGFC setting forth
the amount due lunder the Agreement.

It 1s further condition of this Letter of Guarantee that :

1. This Letter of Guarantee will become available only provided
that the Guarantor will have been informed in writing by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, AR.E. and EGPC has become effective
according to|its terms, and said Guarantee shall become
cffective on the Effective Date of said Agreement.

2. This Letter pf Guarantee shall in any event automatically
expire :

(@) Two (2) years and six (6) months after the date it become
effective, or

(8) At such time as the total of the amount shown on quar-
terly joint statements of EGPC and CONTRACTOR
equals or exceeds the amount of said minimum expendi-
ture obligations, whichever is earlier.

3. Consequently, any claim in respect thereof should te made
to the Guarantor prior to either of said expiraticn date at
latest accompanied by EGPC’s written statement, setting
forth the amount of under-expenditure by CONTRACTOR
to the effect that :

(¢) CONTRACTOR has failed to perform its "expenditure
obligations referred to in this Guarantee, and

(b)) CONTRACTOR has failed to pay expenditure deficie-
ncy to EGPC.

Please ret:fn to us this Letter of Guarantee in the event il
does not become effective, or upon the expiry date.

Yours faithfuily,
For

Accountant Manager
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ANNEX «D”

CHARTER OF
ASHRAFI ISLAND PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of thc ARAB
REPUBLIC OF EGYPT :hall be formed with the authorization
of the GOVERNMENT in accordance with the provisions ol the
Agreement referred to below and of this Charter.

The company shall be subject to el laws ard rcgu’s tions In
force in the A.R.E. to the extent thet such lews and reguletions are
not inconsistert | with the provicions of this Cherter and Agreement
referred to below :

ARTICLE 11

The name of the cemany is “ASHRAFT ISLAND PETRGOL-
FUM COMPANY”, abbreviated as “ASHPETCO™.

2

ARTICLE il

The Head |Office of ASHPETCO shall be in the A.R.E. in
Cailro.

ARTICLE 1V

The object|of ASHPETCO 15 to act as the agency through
which EGPC and IEOC, AMINOIL ard MARATHON as
CONTRACTOR, carry out zr.d conduct the Development opera-
tions required in accorderce with the provisions ol the Agrecment
signed on the 301h day ol Arril, 1984 by and between the ARAB
REPURLIC OF EGYPI, THE EGYPTIAN GENEKRAL
PETROLEIM| COT POEATION and CONTRAGTOR  cover-

ing Petioleum operations i the AS5HRATI Arca described (herein.

ASHPETCO shall 2lso be the egency to carry out and connduct
Exploration operations zficr the date of Commercial Discovery
puisuant to CONTRACTOR’s Work Program and DBudget
approved in accordance with the Agreement.
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ASHPETCO [shall keep account of all costs, ¢vpenice exd
expendityres for stgh operations under the terrs of the 2Agiecn (nt

and Annex ““E” thereto.

ASHPETCO|shall not “engage in any business or undeifake
any activity beyand the perfoimrance of raid operetons, vnless
otherwise agreed upon by EGPC and CONTRACTGR.

ARTICLE V

The aunthorzed capital of ASHTFETCO 15 twenty thousand
pounds Egyptian divided into five thousand sheres (5,C(C) of com-
mon stock with 4] value of four Pourds Egyrtran (L.E. 4} pershare
having equal voting rights, fully ra‘d ard ron ssccscal le.

EGPC and (ONTRACTOR shall cachyrayfor, hold and ownp,
throughout the life of ASHPETCO referred to altove, onc-half (1)
of the capital stock ot ASHPETCO provided that only in the event
that either party shou'd transfer or assign the whole or =rv ja-
centage of its ownership interest in the cnthay of the Agiecn ent,
may such transferiing or assign'ng rarty tiansder or assigp any of
the capital stockjol ASHPETCO and in that event, such trapsfer-
1Ing or asaigning party (and its successors and assigre) nust trans-
fer and assign a(sock Interest in ASHPETCO equal to the tians-
terred or assignod whole or percentage of it ownask’y irterest in
the cnuarety of the said Agreement.

ARTICLE VI

ASHPETCO shall not own any right, title, interest or estate
in or uadzr thy Az-esmeont or any Development Lease created
thereunder or in apy of the Petroleum produced ficrr any Exnlor-
ation Block or Development Leasc aica thaaurde o inany of the
assets, equipmexnt or other proyjerty oktained or used ip connection
therewith, and shall pot be obli gatcd as a princital for the financing
or performrance of 2ny of the duties or elligeticrs of "1y TCTI(C
or CONTRACTOR under the Agreement. ASHPETCO shell

not make any Froﬁt from any source whatever.
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ARTICLE VI1I

ASHPETCO shall be no more thin an agent for EGPC and
CONTRACTOR. Whenever 1t i1s indicated heremn that ASH-
PET(CO 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 judgement of GONTRACTOR, or EGPC and CONT-
RACTOR, as may be requtred by the Agreement.

ARTICLE VIII

ASHPETCD shall have a Board of Directors consistizg of

elght (8) membe

rs, four {4) ot whom shall be desigpated by EGPC

and the other four (4) by CONTRACTOR. The Chairman shall
be dzsignated by EGPC and shall also be a Managing Director.
CONTRACTOR shall designate the General Manager who shall

also be a Managing Director.

Meetings o

.
L

ARTICLE IX

the Board of Directors shall be vahid 1if a majority

ofthe Directors are present and any decision t2ken at such meetings

must have the a

irmative vote of five (5) or more of the Directors ;

provided, however, that any Director may be represented and vote

by proxy held

by another Director.

ARTICLE X

Genzral mectines ol the shareholders shall be vahid if a niujo-

rity of the capital stock of ASHPETCO 1s represented thereat.

Any decision taken at such meetings must have the affirmative vote

ol sharehnlders

stock.

ownlng or representing a majority of the capital
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ARTICLE XI

The Board of Directors shall approve the regulations covermg
‘he terms and conditions of employment of the personnel of AS-
YPETCO employed directly by ASHPETCO and not assigned
hereto by CONTRACTOR and EGPC.

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

ASHPETCO land such By-Laws shall ke effective upon being {ap-
sroved by a General Meeting of the Shareholders, in accordance

with, the provisions of Article X hercol.

ARTICLE XII

ASHPETCO shall come into existernce within thirtv (20) cdays
Jfer the date of Commercial Discovery as provided for in the Agre-

srrient.

The duration of ASHPETCO shall be for a period equal to
‘he duration of the said Agreement, including any renew 1] thereot

It shall be wound up and liquidated it the Agreement referred
-y 3bove is terminated for any reason as provided for therein.

tGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

IEOG q:(). In(_‘,_
BY

Armunou Egypt, Inc.
BY ¢

VMARATHON PETROLEUM EGYPT, LTD.
BY
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ANNEX “E”

ACCOUNTING PROCEDURE

ARTICLE 1

' GENERAL PROVISIONS

1. Definitions

The d>fiaitions contained in Article I of the Concession
Agreement shall apply to this Accounting Procedure and have
the same meanine. Geriain accounting {erms herein used

are defined as follows

a) ‘“‘Agrecment’ means the Concession Agreement of which
this Apnex 1s a part.

b) “Non-Cliperator” means the parties 1o the Agreement
other than CONTRACTOR when it is performing work.

. Statements of Activity

4

¢) CONTRACTOR shall pursuant fo article IV of the
Agreement, render fo Nen-Operator within thirty (30}
days of the end of each calendar quarter a Statement of
Exploration Activity reflecting all charges and credits
related | to the Exploration operations for that quarter
summarized by appropriate classifications indicative of

the nature thereof.

5y Operaupg Gompany shall render 1o EGPC and CON'T-
RACTOR within fifteen (15) days of the end of each
calendar quarter a Statement of Development and Ex-
ploratign Activity reflecting =1l charges and credits relat-
ed to the Development and Exploration operations for
that quarter suiumarized by appropriate classifications
indicative of the nature thereof except that items of
controllable material and unusual charges and credifs

shall be detailed.
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3.

4.

Adjustments and Audits

a) kach

Statement of Exploration Activity shall conclusively

be presumed to be true and correct after three (3) months
following the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written
exception thercto pursuant to Article IV (f) of the Agree-

ment.

During said three (3) months period supporting

documents will be available for mspection by EGPC
during all working hours, GONTRACTOR will have the

SN

audit rights on Operating Company statements as

EGPC under this sub-paragraph.

) All'S

COITr

tatements ol Activity for Development for any calend-

ar qllarter shall conclustvely be presumed to be trye and

ct three (3) months following the receipt of such state-

ments unless within the said three (3) months period EGPC
or CONTRACTOR takes written exception thereto.
Pending expiration of sald three (3) months EGPC or
CONTRACTOR or both of them shall have the right to
audit Operating’Company accounts, records and{suprort-
ing documents for such quarter in: the same manner as

provided in Article IV (1) of the Agreement.

Currency Exchange

CONTRACTOR’s books for Exploration and Operating

Clompany

’s books for Development and Exploration, if any,

shall be kept in the AR.L. in US Dollars. All US Dollars

expendity

Kgyptian
Dollars a
Central

res shall be charged in the 2mount expended. Al
Pounds expenditures shall be translated to US
the official huying rate of exchange issued by the
ank of Egypt on the first day of the month 1n which

expendituyres are recorded, and all other non- U S Dollar exp-

enditures

shall be translated to U S Dollars at the buylpg rate of
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exchange for such currency as quoted by National Westminster
Bank Limited, London, at 10.30 a.m. G.M.T., on the first
day of the month in which expenditures are recorded.

A record shall be kept of the exchange rates used in translating
Egyptian Pounds or other non- U S Dollars expenditures to

U S Dollars.

=

Precedence of Documents

A

In the event af any inconsistency or conflict between
the provisiops of this Accounting Procedure and the provisions
ofthe Agreénment treating the sime subject difterently, then the
provisiops ¢f the Agreement shall prevail.

§. Revision of Accounting Procedure

By mutual agreement -between EGPG apnd CONTRACT-
ORI, this accounting Procedure may be revised from time to
time In the| light of future arrangements.

7. No Charge for Interest on Investment

Interest on investment or any bank fees or charges relat-
ed to letters of guaranty and letters of credits shall not, at any
timz be charged as recoverable cost under the Agreement.

ARTICLE 1L
COSTS, EXPENSES AND EXPENDIT JRES

Subject to the provisions of the Agreement, CONTRACTOR
shall 2lons b2ar aad, directly or through Operating Company,
pay th: Hlowinr costs and expenses, which costs and expenses
shall ba classifizd and be allozated to th= Exploration and Develop-
mant Astivities according to sound and generally accepted accouuﬁngu
principles and treated in accordance with Article VII ol the Agrees
ment .
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1. Surface Rights :

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

force for | the Area.

7 Labour and Related Costs :

a) Salaries and wages of CONTRACTOR’s or Operating
Company’s empioyees, as the case may be directly engaged
in the varipas activities under the Agreement including
salaries and wages paid to ceologists and other employees
who! are temporarily assigned to and employed 1n such
activities.

Such salaries and wages to be certified by a certified public
accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to takeinto account changesin CONTRACTORs

policies and amepdments of Laws applicable to salanes.

For| the purpose of this paragraph 2, and paragraph 3,
salaries and wages shall mean the assessable amounts for

A.R.E. Income Taxes, including the salaries during the
vacatoins and sick leaves, but excluding all the amounts
of the other items covered by the percentage fixed
under paragraph 3 below.

b) For expatriate employees permanently assigned to
Egypt :
1. | All allowances applicable to salaries and wages ;

2. | Costs of established plans; and

3. | All travel and relocation costs of such expatriate emp-
lovees and their families to and from the employee’s
country or point of origin at the time of empioyment
at the time of separation, as a result of transter irom
one location to another and for vacation (trans-
portation costs for employces and their families
transferring from A.R.E. to another location other
than their country of origin shall not be charged to
A.R.E. Operation).
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Costs under this sub-paragraph 2.B shall be equal
toseventy (70) percent except for employees whose
families have not been transferred to AR.E., 1

W{x?ch case the percentage will be fifty (50) percent
of/ basic salaries and wages paid for such expatriate
personnel including those paid during vacations and
sick leaves as established in CONTRAGTOR’s

international policies, chargeable undersub-parag-

raph 24, paragraph 9.A and sub-paragraphs 11.A
and G of this Article 1.

However, salaries and wages during vacations,
sick leaves and disability arc covercd by the foregoing
percentage. The percentage outlined above re-
flects CONTRACGTOR’s actval costsas of the Effect-

ive Date with regard) to the following benefits,
allowances and costs :

1. ticipated termination of lease contract in A.R.E.
ol abroad.
2. Household implements transportation in A.R.E. or

abroad (round trip).

3.% Clothing equipment allowances.

4. Expenses connected with departure and arrival of
employees and their families.

J. Accruals of seniority indemnity.

0. Charges for social security and insurance such as :

—— Retirement plan
+— National Health Insurance
— Unemployment Insurance

— Accident and Disability” Insurance
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Extraordinary Insurance

7. Confractual travel expenses of employees and their

fam

lies.

8. Lxcess luggage.

9. Recreational Allowances.

10. Medical assistance to employees and their famlics

I1. Hou

n 0[ outside A.R.E.

ing and utilities allowances.

12. Education allowance (children of expatriate employ-

ees)

and educational assistance.

13. Settlement allowance in or ogutside A.R.E.

14. Contribution for resettlement expenses at repatriat-

101n.

J—

15. Vacations, sick leaves and disability salaries or ex-

penses.

16. Any other costs, allowances and benefits of a hke na-

mre

as established in CONTRACTOR s international

policies.

The

at Interv

percentages outlined above shall be reviewed
als of three (3) Years from the Effective Date

and at such time CONTRACTOR and EGPC will agree

On ncw

Rewvi
atlon var

percentages to be used under this paragraph.

sions of the percentages will take into consider-
lancesin costs and changes in CONTRACTOR’s

mternatipnal policies which change or exclude any of the

above allowances and benefits.

~ The
sible CO

allowanc

revised percentages will reflect as nearly as pos-

f TR A JTOR’s actual costs of all its established
s and benefits and of personnel transters.
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3.

¢) For expatriate employees terporarily assigned to Fgypt
all allowances, costs of established plans ard all travel and

with
shali
what

d) Costs
law

ONTRACTOR’s international policies, such costs

ot include any administrative overhead other than
1s mentioned In Article 1T 11 b.

reloc?on costs for such expatriate as pa'd 'n accosdsnce

of expendlture or contributions made pursvant tc

gr assessment Imposed by governmental authority

which are applicable to labour cost of salaries and wages
as provided under sub-paragraphs 2.A and 2.B, para-

grap
Articl

Benefits,
ployees :

O and sub-paragraphs 11.A and 11.C of this
11.

allowances and related cosis of raticral (m-

Bonuses, overtime, custerrary allowarces ard lLencfits on
a basis similar to that prevailing for Gil Cexrpanic < cperat’ng

in A.R.E.,

all as chargeable under suk-paragrarh z.A rara-

graph 9 and sub-paragraphs 11.A ard 11.C of this Article 1.
Severance pay will be charged at a fixed rate applied to pay-
rolls whict will equal an amount equivalent to the maximum

liability o

severance payment as required urder the A.R.E.

Labour Law.

Material

Material, equipment and supplies purchased or furnish ed%‘
as such by CONTRACTOR or Operating Companv.

a)  Purchases

nf\/faterial, equipment and supplies purchased shall be
at price paid by CONTRACTOR or Operating Company

plus any related costs and after deduction of all discounts
acmd[lly received,
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b)) Material furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRACT-
OR may furnish such material from CONTRACTOR’s
afliliates stocks outside the A.R.E. under the following

conditions :

1. qew Material (Condition “A”)

New material transferred from CONTRAC-
TOR’s affiliates warehouse or other properiies shall
be priced at cost, provided that the cost of material
supplied 1s no higher than international prices for
Ip-aterial of similar quality supplied on simiar terms,
prevailing at the time such material was supplied

2. Used Material (Conditions “B” and “C” )

¢) Material which 1s in sound and serviceable con-
dition and is suitable for re-use without recon-
ditioning shall be classed as Condition “B” and
priced at seventy five percent (75%) of the price
of new matenal.

Bl |

by  Material which cannot be classified as Condition
““B”* but which is serviceable for original func-
tion but substantially not suitable for recondi-
tioning, shall be classed as Cendition “‘C” and
priced at fifty percent (509%,) of the price of new
material.

¢} Material which cannot be classified as Cordition
“B” or Condition ““C° shall be priced at a value

commensurate with 1ts use.

d) Tanks, building and other equipment involving
erection costs shall be charge at applicable
percentage or knocked-down new pnce
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¢) Warranty of Materials furnished by CONTRACTOR

CONTRAGCTOR does not warrant the material

turnished beyond or back of the dealer’s or manufactu-

rer’s

shali

guaranty; and in case of defective material, credit
not be recorded untill adjustment ' has been received

by GONTRACTOR from manufacturers or their agents.

5.

A) Transportation of cguipmsnt, materials
necessary for the conduct of CONTRACTO

B) Busiy

I'ranspirtation and Employee Relocation Costs :

and supplies
R’s activities.

ent

o
or wj:h regard to Expatriates
ald by, or for,
TRACTORs

and

C)

Ge Ser"ices

iess Iravel and Transportation expenses to™the ext-

vered by established policies of ‘CONTRACTOR

and Nationals, as incurred

cmployees in the conduct of CON-
business.

Emlﬁoyees transportation and relocation costs for National
emp

yees to the extent covered by established policies

¢) Qutside services :

T'he ¢osts of contracts for consyl
Procured from third parties,

&) Cost
TOR

CGONTRACTOR. thei
negotiated contrgct aimount.

tants, services and utilities

of services performed by, EGPC or by CONTRAC-
or their Affiliated Companies

oatsitte
such as 1

S1nterpreting maonetic ta

in facilities inside or
the A.R.E. regular, recurring, routine services,

.

¢ periormed by EGPQ and/or
r Affiliated Companies at a
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0)# Use of EGPC’s GONTRACTOR’s or their Affilated

* Companies wholly owned equipment shall be charged at
o rental|rate commensurate with the cost of ownership
and operation, but notin excess of competitive rates cur-
rently prevailing in the A.R.E,

d) CGONTRACTOR’s and its Affiliated Companies’ rates

shall not include any administrative or overhead costs
other than what is mentioned in Article 11. 11 (b).

Damages and Losses

All costs or expenses, necessary to replace or repair dam-
ages or losses incurred by fire, flood, storm, theft, accident or
any other cause not controllable by CONTRAGTOR or
Operating Company through the cxercise of reasonable diligen-
ce. CONTRACTOR or Operating Company shall furnish
EGPC and (CONTRACTOR written notice of damages or
losses incurred in excess of ten thousand (10,000) US Dollars
per occurrence, as soon as practicable after report of the same.

has been received by CONTRACTOR or Operating Com-
pany.

Insurance and Claims

The cost of any public liability, property, damage and
other insurance against liabilities of CONTRACGTOR, Operat-
ing Company and/or the parties or any of them to their em-
ployées and/or outsiders as may be required by the laws, rules

and regulatons of the GOVERNMENT or as the parties
may agree upon. The proceeds of any such insurance or

claim colledted shall be creditcd against operations.

If no insurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRAGTOR
or Operating Companyin settlementof any and all losses,
claims, damages, judgements and any other expenses, including
legal servi:l

e
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0. Indirect Expenses

Camp |overhead and facilities such as shore base, ware-
houses, water system, road systems, salartes ard CXEcnies of

field supervisory personnel, field clerks, assistants, erd other
general employees indirectly serving the Area.

All costs and expenses of litigation, or legal se1vices other-
wise necessary or expedient for the protection of the Arcea, l'n:
cluding attorney’s fees and expenses as hereinafter provided,
together wih all judgements obtained against the parties or
any of them on accognt of the operations under the Agree-
ment, and actual expenses incurred by any party or parties
hereto In securing evidence for the purpose of defending against
any action or claim prosecuted or urged against the ope -
tions or the subject matter of the Agreement. In the ev
actions or claims affecting interests hereunder shall be ha .-
led by the legal staff of one or more of the rarties hereto,
a charge commensurate with cost of providing and fur-
nishing such services may be made to operations.

11. Administrative Overhead and General Exnenses

a) While CONTRACTOR is conducting Exploration activi-
ties, cost of staffing and maintaining CONTRACTOR s
head office in the A.R.E., and or other offices established
In the A.R.E. as appropriate other than field offices which
will be charged as provided in Article 1T, paragraph 9
above, and excepting salaries of employees of CONT-
RACTOR who are temporarily assigned to and directly
serving on the Area, which will be charged as provided in
Article 1T, paragraph 2 above.
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b) CONTRACTOR’s administrative overhead outside the

A.R.E applicable to the A.R.E. Exploration operations
which will be charged each month at the rate of five per-
cent (3%) of total Exploration expen ditures while CONT-
RACTOR is conducting Exploration activities, administr-

ative overhead outside A.R.E. will not be charged while
Operating Company is conducting Exploration activities.
No other direct charges as such for CONTRACTOR’s
administrative overhead outside the A.R.F. wﬂl be
applied against the Exp]oratlon ob hgat on.

mm#’

Examples of the type of costs CONTRACTOR 1S Ip- |
Currin; and charging hereunder due to activities under
the Agreement and covered by said percentage are :

" -'fr

- 'f'

1.  Executive-Time of executive officers.
2. lreasury-Financial and exchange problems

3. PurchaSIng-Procurmg materials, cquipment and supp-

l1es.

4. Exploration and Production-Dirf:(?tingj advising and
controlling the entire project.

5. Other departments such as legal, comptrollers apd
engineering which contribute time, knowledge 2nd
experience to the operations.

T'he foregoing does not p1 1de charging for direct
service under sub-paragraph 6.b ¢ 7 this Article 11,

¢} While Operating Company is conducting activities, Oper-
ating Gompany’s personnel engaged in general clerical and
office work, supervisors and officers whose lim.e is geper-
ally spent in the main office and not the field, and all
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employees generally considered as general and administr-
ative {qi not charged to other types of expenses will be

charged to operations.

12. Taxes _

All taxes, duties ov levies paid in thz A.R.E. by CONT-
RACTOR or Opezrating Company with respect to this Agree-
ment other than those covered by paragraph (f) (1) of Article
[iT of the|Azrzznent.

13. Coatinuing CONTRACTOR Costs

Closts of CONTRACTOR activities required under the
Agresment and incurred exclusively in A.R.E. after Operating
Company is formed. No siles expenses incurred outside ov
inside the A.R.E. may be recovered as a cost.

14. Other Expenditures

Any | costs, expenses or expenditures, other than those
which are covered and dealt with by the foregoing provisions
of this Article II, incurred by CONTRACTOR or Operating

Company under approved Work programs and Budgets.

ARTICLE 11l
INVENTORIES

1. Periodic Inventories, Notice and Represent~’ '

At resopable intervals as agreed upon by EGFU 2and
CONTRACTOR inventories shall be taken by Operating
Company of the operations materials, which shall include all
such material, physical assets and construction projects. WWritt-
en notice of iptention to take inventory shall be given by
Operation Company te EGPG and CONTRACTOR at least
thirty (30) days before any inventory is to begin so that EGPC

and CONTRACTOR may bc represented when any inventory
is taken.  Failure of EGPC andfor CONTRACTOR to be

represented at an inventory shall bind them to accept the

inventory taken by Operating Company, who shall in that
event furnish the party not represented with a copy thereof.
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2. Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CON'T-

RACTOR and EGPC, and a list of overages and shortages shall
be jointly determined by Operating Gompany andCONTRAC-
TOR and |[EGPZ, and the inventory adjusted by Operating

Company.

ARTICLLE IV

COST RECOVERY

1. Statements of Recivery of Costs and of Corst Racavery |
Crude Oil
CONTRACTOR shall, pursuant to ARTICLE VII]
of the Agreement, render to EGPC as promptly as practicable
but not later than fifteen (15) days alter receipt from Operat-

ing Company of the Statements for Development and Explor-
ation Activity for ths calendar quarter a statement for that)

quarter showing :

{) Recoverable kosts carried from Jthe previous quarterfaf

~any,

11) Recoverable costs incurred and paid 'during the quarter.

i) Totaleggoverable costs for the quarter (1) - (1),

sv) Value of Cost Recovery Crude Qil as determined In
Article |VII paragravh (c) of the Ageeement forfthe

quarter.
. v) Amodantof costs recovered for the ‘quarter.
o) Amoaut|of rer:,g:rcra.blf::c:);ts carried into the succeeding

quarter, |1t any.

vii) Excess, if any, of the valye as determined in paragraph
iv above|over the amoynt of casts recovered as determin-

ed in paragraph v above.
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2. Payment

Ifsuchstatem:ntshowsan amdant duz EGPG, payment of
that amount shall be made in US Dollars by CONTRACTOR
with the rendition of suych statement.

IfGONTRAGTOR fails to make any such paymanpt to EGPC
on th2 date wh>n such paym:ntis due, then CONTRACTOR
shall pay an interest of 2.5% higher than the London Inter-
bank Borrowing OJered Rate (LIBOR) for three (3) months
U> Dollars dzposits prevatling oa th2 date such interest is
calcylated. | Sach intervest paymznt shall mo: be recoverable.

3. Settlement of Excess Cost Recovery Crude Oil

EGPG having the right to taike its entitlemant of excess
Gost Recovery Grude O. under Article VII syb-paragraph
(a) ofth= Agcezm:nt, in kind during the said quarter, a settle-
ment shall bz reguired with th: readition of such statemznts in
case GUONIIRAGIORX has taken more than its own entitle-
m3nt of such excess.

4. Audit Right

EGPG shall have a period of twelve (12) months from re-
ceipt of any statemznt under this Article IV in which to audit
and raise ohjectios to anysuch statement. EGPOand CONT-
RACGTOR shall agcee oa any required adjustmepts. Support-
Ing d)“.:un':r}ts aad accouants will bz available to EGPC during

(

said twelve (12) months period.
ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Control Accounts

CONTRACTOR wil establish an  Exploration Obhligat-
1on Goafrol Azcoant and an oMsettiny  tra azcogat to cont-
rol thirein th: total amoant of =~ _yratioa Expenditures
repocted oa |Statements ol Activ..y prepared as per Article
1.2.A hereof, less any redastions agreed to by EGPQG apd
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CONTRACTOR following written exceptions tiken by a
Non-Operator pursuant to Article [.3.A hsreof, in order to

M

determine when mipimum Exnloration Obligations have been
met.

2. Cost Recovery Control Account

Contactor will establish a Coast Recovery Control Acc-

ount and an offsetting coatra account to coatrol therein the

amount of ¢ost remaining to be rvecovered, if any, the amount
of cost retovered, and the value of Excess Cost Recovery

Crude QOil, |1t any.

{2

Major Accounts

For the purpose of classifying costs, expenses and expend-

1tures S costresovery as wall as fo-ithe pa~pose of establishing

when the Exoloration Obligation has been met, costs, expenses
and expendijtures shall be recorded in major accounts includ-
ing the following :

Exploration Expenditures.

Davelopment Ecwyzaditizes oths: thay  Operatigg
Expenses.

Operating Expenses.

Nesessary suh-accogats shall be wased.

Revenue accounts shall be maintained by CONTRACTOR
to the extent nezessary for the control of recovery of costs and
the treatment of Cost Recovery Grude Oil.
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