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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION
BETWELEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
PETROFINA S.A.

IN SOUTH DARAG OFFSHORE AREA
SUEZ GULF BASIN

This agreement made and cntered on this twenty third das

of Sep., 1981, by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variously as “A. R. E. or as the

"GOVERNMENT™". the EGYPTTAN GENERAI PETROLEUM
CORPORATION, a legal entity crcated by Law No. 167 of 1958

as amended (hereinafter referred to as “EGPC”) and PETROFINA
S.A. a company organized and cexisting under the laws of BELGI-

UM (hereinafter referred to variouslv as PETROFINA or as “CON-
TRACTOR™).

WITNESSETH

WHEREAS, all mnerals including petroleum, existing in mines
snd quarries in A.R.E., including the territorial waters, and in the
wca bed subject to 1ts jurisdiction and extending hevond the territorial
waters, a-e the property of the State, and

WHEREAS, F(PU has applied for an exclusjve concession for
he exploration and exploitation of netroleum in and throughon:t
the area referred to i Article 11, and described in Annex “A” and

chown approximatelv on “B” which are attached hereto and made
nart hereot; and
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WHEREAS, PETROFINA agrees to undertake its obligations
provided hereinafter as a contractor with respect to the exploration,

development and production of petroleum in said Area; and

WHEREAS, the COVERNMENT desires hereby to grant such
CONCESSTON : and

WHEREAS. the Minister of Petroleum pursuant to the pro-
visions of Law No. 86 of 1956, may enter into conccssion agreement
with BGPC aned with FPETROFINA. as a contractor, v thic Area

nereimnafter referred to.

NOW, therefore, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(a) “Exploration” shall include such geological, geophysical, aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum
or the appraical of Petroleum discoveries and other related
holes and wells, and the purchase or acquisition of such supplies,
materials and cqguipment therefore; all as may be contained in
the approved Work Proerains and Budgets. The verh “explore”

means the act of conducting exploration.

(b) “Development” shall include, but not be limited to, all the
opcrations and activities pursuant to approved Work Programs

and Budgets under this Agrecment with respect to s

(i) the drilling, plugeing, decpening, side tracking, redril-
ng, compictng, equipping of development wells, the chan-
oing of the status of a well from @l well to water well and

vice versa and
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(1) Design, engineering, constructiion, installation, servicing
and maintenance of equipment, lines, systems, facilitics,
plants and related operations to produce and operate said
development  wells, taking, saving, treating, handing,
stormng, flanng. transporting and delivering  petroleum

repressuring, recycling and other secondary recovery pro-
jects, and

‘1) transporttation, storage and any other work or activities
necessary or ancillary to the activities specified in (1} and

(ii) .

(c) «Petroleums means liquid crude oil of various densities, asphalt,
gas, casinghead gas and all other hydrocarbon substances that
“may be found in, and produced, or otherwise obtained and

saved from the area under this Agreement, and all substances
that may he extracted therefrom.

hydrocarbon produced from the Area which is in a liquid state
at the wellhead or lease separators or which is extracted from

the gas or casinghead gas as in a plant. Such term inlendes
distillate and condensate.

() «Gasy is natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Avea

and all nonhydrocarbon substances therein, said term shall in-
chude residual gas.

(f) A <barrely shall consist of forty-two (42) United States gal-

lons, liquid measure, corrected to a temperature of sixty degre-
es (60) Fahrenheit.
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() «Commercial Well» means the first well in any geological
feature which after testing for a period of not more than thirty
(30) consecutive days wherc practical, but m any event m ac-
cordance with sound and accepted industry production practices,

and verified by EGPC, is found to be capable of producing at

the average rate of not less than two thousand (2000) barrels

of oil per day (BOPD). The date of discovery of a «(Lommer-
cial Welly is the date on which such well is completed and tested

according to the above.

(h) «A.R.E.» means ARAB REPUBLIC OF EGYPT.

() «Effective Datc means the date on which the text of this agre-

ement is signed by the GOVERNMENT, EGPC and CONT-
RACTOR, after the rclevant law 1s 1ssued.

(1} “Year” or “Calendar Year” means a period of twelve (12)

J)

montlis according to the Gregeran Calendar,

(k) “Financial Year” means the financial year according to the
Laws and regulations of the A-R.E,

() “Tax Year” means the period of twelve months according
to the Laws and regulations of A.R.E.

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

(i) The share capital, conferring a majority of votes at stock-
holders’ meetings of such companyv, of which 15 owned

directly or indirectly by a party hereto;

(ii) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ meetings of

a party hereto; or
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(ii) Whose share capital conferring a majority of votes at stock-
holders mectings of such company and the sharc capital
conferring a majority of voics of stockhulders’ mcetings of
4 party hercto are owned dircctly or indirectly by the
same company.

(n) Exrinrotien Block shail mean an arca. the  corncr points of
which have to be coincident with 6" X 6’ latitude and Jongitude

divisions ; according to the International Grid Sysiem where
e i v awith the ox'sting boundaries of The Arca covered by

this Concession Agreement as set out In Annex “A”.

(0) Development Block shall mean an area, the corner points of
which have to be coincident with 1’ X 1° latitude and longitude
divisions according to the International Grid System  whers
possible. or with the exstirn honnedaries of The Area covered by
this Concession Agreement as set out In Annex CAy.

ip) Development Lease (s) all or part of Development Block or
Blocks covering the geological structure capable of production,
the comer points of which have to be coincident with 1’ X 1
latitude and longitude divisions according to the International .
Grid System where possible or with the cxisting boundaries oi
the Area covered by this Concession Agreement as set out in

Annex“A”

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and affected
by this Agreement, hereinafter referred to as “The Area”.

Annex “B” is a provisional illustrative map on the scale of
1 : 250 000 indicating the Area covered and affected by this Agree-
ment and described in Annex “A”,
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Annex “C” 1s the form of a Letter of Guaranty to be issued
by the National Bank of Egypt, Cairo, Egypt, and to be submitted
bv CONTRACTOR one day before the time of signature by the
Mumnister of Petroleum of this Agreement, for the sum of eight (8)
million U.S. dollars guaranteeing the execution of GONTRACT-
OR’S minimum exploration obligations hercunder for the first
thice (3) year exploration period- Such guaranty shail remamn
effective for six (6) months after the end of the said three (3) year
period except as 1t may be rcleased prior to that time 1n accordance
with the terms thereof.

Annex “D” is the form of a Charter of the operating company
to he formed as provided for in Article VI hereot.

Annex “E” 1s the Accounting Procedure.

Annex “A”, “B”, “C”, “D” and “E” to this Agreement ure
hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.

ARTICLL 11

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRAG-
TOR subject to the terms, covenants and conditions set out in this
Agreement, which insofar as they are contrary to or inconsistent
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 des-

cribed in Annexes “A” and “B”.

2 The GOVERNMENT shall own and be  entitled, as here-
inafter provided to a royalty in cash or in kind of Ten (10)
percent of the total quantity of petroleum produced and saved
from the Area during the development period including rene-
wal. Said royalty shall be borne and paid by EGPC and shall
not be the obligation of the CONTRACTOR. The payment
of royalties by EGPC shall not be deemed to result in income
attributable to the CONTRACTOR. o
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M An initial explovation period of three (3) years shall start from

the Effective Date. Two (2) successive extensions to the initial
exploration pecriod of Two (2) years and one (1) year respec-
tively shall be granted to CONTRACTOR at its option upon
thirty days prior written notice to EGPCG and subject only to
its having fulfilled its obligations hereunder for the preceding
period The Agreement shall be terminated il no Commercial
Discovery is established by the end of the sixth (6) year of the
exploration period. However, such period may be extended
at CONTRACTOR’s option for up to six months to enable the
completion of drilling and testing of any well actually drilling
or testing at the end of the three (3) year cxploration period,
but shall not exceed this pericd by more than six month. "Lhe
Election by EGPC to undertake a sole risk venture uinder
paragraph (c) immediately hereafter shall not extend the
exploration period nor affect the termination of the Agreement

as to CONTRACTOR.

“Commercial D-isgqvcry” . After discovery of a commercial
Well, CONTRACTOR shall undertake, as part of its Explo-
ration program the appraisal of the discovery by drilling one or
are additional wells, to determine whether such discovery is
worthy of being developed commercially, taking into conside-
ration the recoverable reserves, production, pipeline and termi-
nal 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 anp-
raisal is worthy of being developed commercially, CONTRAC-
TOR shall give notice of a Commercial Discovery to EGPC
immediately after the discovery is considered by CONTRAC-
TOR to be worthy of commercial development but in any event
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not later than the completion of the second  “exploration”
appraisal well, 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 Discovery with respect to any reservolr
or reservoirs even if the well or wells thereon are not “Comr
mercial” within the definition of “Commercial Well” iy 1n 1ts
opinjon, a reservoir or a group of reservoirs considred collec-

tively, could be worthy of development.

Following receipt of such notice EGPC and CONTRAC-
TOR shall meet and review all approprnate data with a view
to mutually agreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the
date EGPC and CONTRACTOR mutually agree that a Cotni-
mercial Discovery exists.

ON-__

If Crude Oil 1s discovered but is not deemed by CODN

TRACTOR to be a Commercial Discovery under the abaove
provisions of this pragraph (¢), EGPC sha'l one (1) .year after
the expiration of the period specified above within which CON-
TRACTOR can give notice of Commprcial Discovery, ot
eighteen (18) months after the completion of a well not con-
sidered a “Commercial Well” have the right, following sixty (601
days notice mn writing to CONTRACTOR, at its sole cost,
risk and expense, to develop, produce and dispose of all Giude
O1l from the géological -fﬁe‘::;rture on which the well has been
drilled. Said notice shall state the specific éfea covening said gee-

logical featurc to be developed. the wells to be drilled, the
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production facilities to be installed and EGPC’s estimated

cost thereof. Within thirty  (30) davs after receipt of caud
notice  GONTRACTOR may, in writing, elect to develop
such area as provided for in the case of Commercial Discovery
'hereunder- In such event all terms of this Agrecment shall

continue to apply to the specified area.

If GONTRACTOR elects not to develop such area, the
spectfic area covermg said geological featurc shail be set aside
for sole risk operations by FGPC, EGPC shaii be entitled to
perform; or in the event Operating Company refcrreq to in
Article VI has come into existence, to have O perating Company
perform such operations for it at EGPC’s sole cost, risk and
expense.  When EGPC has recovered {from the Crude Ojl Dro-
duced from such specific area a quantity of Crude Oil equal
m value to three hundred (300) percent of the cost it has in-

- curred 1n carrying out the sole risk o perations, CONTRACTOR -
shall have the option, only in the event there has been a sepa-
rate Commercial Discovery, to share in further development
and production of that specific area upon paymg EGPC one
hundred (100) percent of such costs incurred by EGPC. Such
one hundred (100) percent payment shall be recovered by CON-
TRACTOR from Cost Recovery Crude Oil in the normal
manner for the recovery - of expenses under Article VII (a).
Immediately following such payment the specific area shall
either (i) revert to the status of an ordmary development léase

under this Agreement and thereafter shall be operated in ac-.
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cordance with the terms hereof; or (u) alternatively, m the
event that at such time EGPC or its affiliated company is con-

ducting all development operations in the area at its sole expensc
and EGPC elects to continue operating, thc area shall remain
set aside and CONTRACTOR shall only be entitled to its pro-
duction sharing percentage of the Crude Oi1l as specified in
Article VII (b) below. The sole risk Crude Oil shall be valued

in the manner provided in Paragraph (c) of Artcle V1I. In
the event of any termination of this Agreement under the pro-
visions of paragraph (b) above this Agreement shall, however,
continue to apply to EGPC’s operation of any sole risk venture
hereunder, although such Agreement shall have been terminated

with respect to CONTRACTOR pursuant to the provisions of

said paragraph (b) above.

The development period shall be twenty (20} vears from the
date of the first Commercial Discovery. This period may be re-
newed for an additional period of Ten (10) years at the option
of CONTRACTOR upon six (6) months prior written notice
to EGPC. Following Commercial Discovery the extent of the
whole area capable of production to be covered by develop-
ment lease or leases shall be mutually agreed upon by EGPC and
CONTRACTOR and be subject to the approval of the Minis-
ter of Petroleum. Such area shall then be converted automa-
tically into a development lease or leases without the issuance
of any additional legal instrument or permission.

Development operations thereafter shall be started pro-
mptly by Operating Company and be conducted in accordance
with good o1l field practices and accepted petroleum engineer-
ing principles, until the field is considered to be fully developed.
In the event no commercial production of Petroleum in regular
shipments is established in any Development Lease within four
years frcm the date of the approval of the Minister of Petro-
leum referred to heremabove such a Development Block shall

immediately be surrendered unless otherwise agreed upon by
ROPC_ '
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CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agree-
ment but such costs and expenses shall not include any interest
oa vestment, and CONTRACTOR shall look, only to the Pet-
rolecum to which 1t 1s entitled under this Agreement to rccover
such costs and cxpenses. Such costs and expenses shall be re-
coverable as provided in Article VII. During the term of this
Agrecment and its renewal. the total production achieved in the
conduct of such operations shall be divided between EGPC and
CONTRACTOR in accordance with the provision of Article

VI1I.

CONTRACTOR shall be subject to the laws 1n force m
the ARE. and the political subdivisions thereof, which
impose taxes on or are measurcd by mcome or profits, 1a-
cluding those laws imposing the commercial and mdustrial

profits tax, municipal tax, defense tax and national

security tax on income and dividends paid with
respect to shareholders (hereinafter referred to as “A.R.E.
Income Taxes”), and except as otherwise provided in the
Agreement, shall comply with the requirements of such
laws with respect to the filing of retumns, the assessmf;nt of
tax, and the keeping for review by authorised persons of

hooks and records.

Any AR.E. Incomc Taxes as described-above which
may be levied against CONTRACTOR’s shareholders as

a result of CONTRACTOR’s activites under this Agree-
ment shall be the responsibility of EGPC.
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It is expressly agreed and acknowledged that EGPC's
share of the volume of crude oil as determined under Arti-
cle VII includes a volume of crude oil to meet the COIN-
TRACTOR’s A.RE. Income Taxecs as described above in
this paragraph (f) (1). EGPG agrees that proceeds trom
such crude oil volumes will be used to meet CONTRACG-
TOR’s Income Tax liability in A.R.E. as and when due.

(2) For purposes of applying paragraph (f) (1) of this Article,
the total taxable income of CONTRACTGOR m respect
of any Tax Year shall be an amount calculated as follows:

(i) The total of the sums received by CONTRACGTOR

from the sale or other disposition of all Grude Ol

acquired by CONTRACTOR pursuant to Article V11,
paragraphs (a) and (b);

LESS

(@) The costs and expenses of CONTRACTOR which
are allowed to be recovered n the Tax Year under
paragraph (a) of Article VII; and

() The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and separately disposed of by GON-
TRACTOR pursuant to Article 'VII, paragraph
(a) 2);

PLUS

(i) An amount equal to CONTRACTOR’s AR.IL. In
come Taxes.

(3) EGPC shall assume, pay and discharge, on behalf of CON-
TRACTOR, CONTRACTOR’s A.R.E- Income Taxes out
of the sums received by EGPC from the sale or other dis-
position of its share of the Crude Oil.
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4+, uGPC shall furnish to CONLRACTOR the proper official
receipt evidencing the payment of CONTRACTOR's

AR.E. Income Taxes, within sixty (60) days following the

receipt by EGPC of CONTRACTOR tax declaration {or

the preceding Tax Year. Such receipts shall be issued by

the proper Tax Authorities and shall state the amount and
other particulars customary for such receipts.

() In calculiting its A.R.E. Income Taxes, EGPC shall be entitled
to deduct royalties paid by EGPC to the GOVERNMENT
and the A.R.E. Income Taxcs of CONTRACTOR paid by
EGPC on CONTRACTOR’s behalf.,

ARTICLE TV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence exploration operations here-
under not later than six (6) months after the Effective Date.
Not later than the end of the twenty fourth month after the
Effective Date, CONTRACTOR shall start exploration dniling
in the Area, with a commitment of drilling one (I) well during
the mitial exploration period. EGPC shall make available for
contractor’s use all seismic, wells and other exploration data

in EGPC’s possession with respect to the Area.

h)  The mitial exploration period shall be three (3) years. CONT-
RACTOR may extend this QXp]tjratinn period for Two (2)
additional periods of two (2) years and one (1) year respectively
i accordance with Article IT1 b, each upon a thirty (30) days
prior written notice to EGPC subject to its expenditure of its
minmmum exp'oration obligations for the then current period.
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CONTRACTOR shall spend a mimimum of eight (8}
million US Dollars on exploration operations and activitics
related thereto during the initial three (3) year exploration
period, ncluding drilling of one (1) well. For the first two (2)
year period that CONTRACTOR elects to extend beyond the
mitial exploration period CONTRACTOR shall spend a mini-
mum of seven million US Dollars and for the second one 1)
year extension period, CONTRACTOR shall spend a mini-

mum of six million U.S. Dollars ; each of such extensions shall

also include the drilling of one well.

Should CONTRATOR spend more than the mmimum
amount requircd to be expended during the mmtial three (3;
year exploration period or during any period therafter, the
excess may be subtracted from the mintmum amount of monev
required to be expended by CONTRACTOR during amy

succeeding expioration period or periods, as the case may be.

In case CONTRACTOR surcenders s exploration obfi-
gations in this Agreement as set forth above before or at the
end of the third (3rd) year of the mitial period, having expen-
ded less than the total sum of eight (8) million US Dollars on
cxploration or in the event at the end of the third (3rd) yeax
CONTRACTOR has expended less than said sum in the Arca,
an amount equal to the ditference between the said eight million
US Dollars and the amount actually spent on exploration acti-
vities shall be paid by CONTRACTOR to EGPC, at the time
of surrendering or within three (3) months from the end of year
of the mitial exploration persod, as the case may be. Awny ex
penditure deficiency by CONTRACTOR at the end of any
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«lditional period for the reasons above-noted shall similarly,
c«csuit in a payment by CONTRACTOR o EGPC of such
doficiency.  Provided  this Agrt‘:ﬂmt‘nt is still n forve as to
C ONTRACTOR, CONTRACTOR :hali be entitled to recover
v such payments as exploration cxpenditure m the manney
nrovided for under Article VI m the event of commercial

1)['(1{.'!111'Tti0I1.

Without prejudice to Article 111 (b), mn case no (Commer -
cial Discovery is established by the end of the sixth {6th) year,
or in case CONTRACTOR surrenders its exploration obliga-
tions under this Agreement prior to such time, EGPG shall not
bear any of aforesaid expenses spent by CONTRACTOR.

(¢) At least four (4) months prior to the beginning of each financial
vear or at such other times as may mutually be agrecd to by
= GPC and CONTRACTOR, CONTRACTOR shale prepare
n xploration Work Program and Budget for the Area setting
forvth the exploration operations with CONTRACTOR proposes
to carry out during the ensung year. During the exploration

~ period, such Work Program and Budget shall be at least suffi-

cient to satisfy CONTRACTOR’s mimmum expenditure obli-
gations for the period 1t covers, taking into account any credits
for cxcess expenditures by CONTRACTOR in prior explora-

tion period.

The Exploration Work Program and Budget zhall be re-
viewed by a joint committce to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement.
Thic Committee, hercinafter referred to as the “Exploration
Advisory Committec”, shall consist of six (6) members, three
(3) of whom shall be appointed by EGPC and three (3) bv
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be desienated by EGPG from among the mem-

hers appointed by it. The Exploration Advisory Commuittee

r—— o r——— -
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shall review and give such advice as it deems appropriate with
respect to the proposed Work Program and Budget. Followmng

review by the Exploration Advisory Committee, CONTRAC-
TOR shall make such revisions as CONTRACTOR deems

appropriate and submit the Exploration Work Program and-
Budget to EGFC for its approval. Following such approval, it
is further agreed that :

i) CONTRACTOR shall not substantially revise or modiiy
said Work Program and Budget nor reduce the approved
budgeted expenditure without the aproval of EGPG;

(ii) In the event of emergencies involving danger of loss of
lives or propertyy, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. . Such expenditure shall be conside-
red in all respects as exploration expenditure and shail be
recovered pursuant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel admunistration and
operations pursuant to the Exploration Work Program ana

-~ Budget and EGPC 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 Le

implemented in a workmanlike manner and in consistence with

good industry practices.

Except as is appropriate for the processing of data, labora-
tory specialized engineering and dévﬁlopmen_'g studies thereon,
to be made in specialisé& centers outside A.R.E., all geological
and geophysical studies as well as any other studies related t&

the performance of this Agreement, shall be made in the A.R.E.
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CONTRACTOR shall entrust the management of expho
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 Manager shall, upon
appomntment, be forthwith notified to the GOVERNMENT
and to EGPC. The General Manager and, in his shsence, the
Deputy General Manager shall be entrusted by CONTRAC-
TOR with sufficient powers to carry out immediately all lawful
‘written directions given to them by the GOVERNMENT or it
representative under the terms of this Agreement. All lawful
regulations issucd or hercalter to be issnedd which are applicahie
hereunder and not in conflict with this Agreement shall apply

to CONTRACTOR.

1) CONTRACTOR shall supply EGPC, within thirty (30) days-
from the end of each calendar quarter, with a Statement of
Exploration Activity showing costs mcurred by CONT-
RACTOR during such quarter. CONTRACTOR s records
and necessary supporting documents shall be available for je-
spection by EGPC at any time during regular working hounrs
for three (3) months from the date of receiving each Statement.

Within the three (3) months from the date of receiving
- such Statement, EGPC shall advise CONTRACTOR in writing
if it considers :

(1) that the record of costs is not correct; -

(#7) that the costs of goods or services supplied are not in line
with the intemational market prices for goods or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied, provided

however, that purchases made and services pertormed with-
in AR.E. shall be subject to Article XXV "

(ifi) that ¢the condition of the materials furnished by CON-
TRACTOR docs not tally with their prices;: or
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(iv) that the costs incurred are not reasonably required for
operations..

CONTRACTOR shall confer with EGPC in connection
with the problems thus presented, and parties shall attempt to
reach a setticment which is mutually satisfactory if within the
time limit of the three (3) months period provided for wn this
paragraph. EGPC has not advised CONTRACTOR of its
chiection to any statement, such statement shall be considerect
as approved. If within the time limit of three (3) months
F.GPC has advised contractor of its objectiom to any staterment
then contractor shall confer with EGPC in connection with
the problem thus presented and the partics shall attempt to

rcach a final settlement thereto.

(g¢) CONTRACTOR shall supply all funds necessary for its ope-
raions in A.R.E. under this Agreement in freely convertible
currency from abroad. CONTRACTOR shall have the right
to buy Egyptian currency whenever required and the ~onveision
shall be made at the local banks in the A.R.E. according to
the Official A.R.E. Rate of Exchange.

(hY EGPQC is authorized toadvance to Contractor the Egyptian cur-
rency required for the operations under this Agreement against
receiving from Contractor an equivalent amount of US Dollars
at such rate of exchange, such dollars to be deposited in an
EGPC account abroad with ‘a correspondent bank of the
National Bank of Egypt, Cairo. Withdrawals from said accoui:t
shall be used for financing EGPC’s and its affiliates forcign
currency requirements in accordance with their approved bud-
gets and subject to the approval of the Minister of petroleum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the third (3rd) year after the Effective Date hereot,
CONTRACTOR shzil relinquish to thie GOVERNMENT a total
of wwenty five (25) percent in Explovation Blecks, of the ongme!

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

At the end of the fifth (5th) ycar after the Effective Date
hereof, CONTRACTOR shall reinquish an additional twenty five
(20) percent, m kxploration Blocks, of the onginal Area, not then
converted to a twenty five development lease or leases.

Without prejudice to  Article 111 and XXI, at the end of
the six year (6) exploration period, CONTRACTOR shall relin-

quish the remainder of the original Area not then converted to a
development lease or leases.

OLUNTARY

CONTRACTOR may, voluntarily, during any period relu-
quish all or any part of thec Area in Blocks provided that at the

time of such voluntary relinquishment its financial obligations for

exploration expenditure under Article TV paragraph (b) have been
satisfied for such period.

Any relinquishments hercunder shall be credited toward the
mandatory provisions of the above paragraph.

Followmg Commercial Discovery, EGPC and CONTRAC-
TOR shall mutually agree upon any area to be relinquished there-

atter, except for the relinquishment provided for ahove at the end
of the total exploration period.
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ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

fa) On Commercial Discovery, EGPC and CONTRACTOR shali
form in the AR.E. an operating company which shall be called
South Darag Petroleum Company hereinafter referred to as
Sodapetco or as Operating Company. Operating Company
shall be subject to the laws and regulations in force in the
ARE. to the extent that such laws and regulations are not
inconsistent with the provisions of this Agreement or the charter
of Sodapetco. However, Sodapetco shall, for the purpose of
this Agreement, be exempted from the following laws and
regulations as now or hereafter amended or substituted :

— Law No. 26 of 1954 cénceming certain provisions on jomt
stock companies, partnership and limited liability com-
panies as amended;

— Law No. 141 of 1963 on the formation of board of
directors at private companies, societies and corporations.
and on the manner of workers rcpresentation thereon.

— Taw No. 60 of 1971 on Public Institutions and Public
Sector Units ?

— Law No. 97 of 1976 organising dealings in foreign
currencies ;

— Law No. 48 of 1978 on the st}%ff Regulations of Public
Companies ;

—  Presidential Decree No. 1868 of 1974 restricting  some
contracts of Works of the Government to Public mstitition
and Corporation and Public Sector Units.
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b The Charter of Sodapetce is hercto attached as Annex «D».
Within thirty (30) days after the date of Comnyercial Discovery,
the Charter shall take effect and Operating Company shall

automatically come into existence, without any further pro-
cedurcs.

(¢) Ninety (90) days arter the date Operating Company comes 1nto

existence In aceordance with paragraph (b) above, it shall pre-
pare a development Work Program and Budget for the remain-
der of the year m which the Commercial Discovery is made |
and not later than four months before the endof the cuirent
financial year {or such other date as may be agreed upon) and
four months preceding the commencement of each succeeding
fmancial year thereafter (or such other date as may be agreed
upon) Operating Cempany shall prepare an annual Productisa
Schedule, Work Program and Budeet for the succeeding fi-
nancial year. The Production Schedule, Work Program and
Budget shall be submitted to the Board of Directors for appro-
val and to be finally approved by EGPC.,

{d) Not later than the twentieth (20th) day of each month, Opera-

ting Company shall fumish to CONTRACTOR a written

estimate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month expressed

in US Dollars having regard to the approved budget. Such

estimate shall take into consideration anv cash expected to be
on hand at month end.

Payment for the appropriate pericd of such month shal] he
made to the correspondent bank designated” in paragraph (e}

belew on the first day and fiftcenth dav rmpectwely or the pext

following business day, 1f such day is not a business day.
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(¢) Operating Company is authorzed 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 advanced by
CONTRACTOR. Withdrawals from said account shall be

uscd for payment for goods and services acquired abroad and for
transferring to a local bank in the A.R.E. the required amount
to meet expenditures m Egyptian Pounds, for Operatmmg Com-
pany in connection with is activities under this AgZreement.

Witin sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate cxchange
control authorities in the A.R.L. a statement, duly cer tified by
a recognised firm of auditors, showing the funds credited te
that account, the disbursements made out of that account and
the balance outstanding at the end of the year. |

(/) If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot durmng
the period of such excess be used by the Operating Company,
the Contractor will consult with EGPC to find a2 mutually agre-
cd formula whereby ¥GPC may wuse the excess capacity if it so
desires without any unreasonzble financial, or operational. di-
sadvantage to the Contractor.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES -
AND PRODUCTION SHARING

(a} (1) Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration development and refated
operations under this Agreement to the extent and out of
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forty (40%) percent per annum of all Grude Oil produ-
ced and saved from all development lcases withm the Area
hereunder aind not used in petroleum operations.  duch
Crude il is heremafter referred to as «Cost Recovery

Crude Oil».

For all Exploration, Development and Production here-

under, such costs and expenses shall be recovered from
Cost Recovery Grade Ou o the following manner:

(i) All Opcrating Expenses, incurred after iitial ¢om-
mercial Production, which for the purposes of this
Agreement shali mean the date on which the first
regular shipment is made, shall be recoverable either
in the Tax Year in which such costs and cxpenscs are
incurred and paid or the Tax Year in which mitial
Commercial Production occurs, whichever is later date.

(z) Exploration Ixpenditures including those accumu-

- lated . prior to the commencement of initial Commer-

cial Production, which for the purposes of this Aagree-

ment shall mean the date on which the first regular

shipment is made, shall be recoverable at the rate of

Twenty (20%) percent per annum starfing either n

the Tax Year in which such expenditurés are incurred

and paid or the Tax Year in which initial Commercial
Production commences, whichever is the later date.

(127) Development Expenditures, including those accumu-
lated prior to the commencement of initial Commer-
cial Production shall be recoverable at the rate of lTen
(10%) percent per annum starting in the Tax Year in
which such expenditures are incurred and paid or the
Tax Year in which initial Commercial Production com-
mences, whichever is the later date.
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(tv) To the extent that, in a Tax Year, costs, expenses

or expenditures recoverable per paragraphs (i), (it) and
(1) preceding exceed the value of all Cost Recovery
Crude Onl for such Tax Year, the excess shall be carried
forward for recovery in the next succeeding Tax Year

or Years until fully recovered, but in no case after the
termination of the Agrcement, as to CONTRACTOR.

For the purposeof determining the classificaticn of all
costs, expenses and expenditures for their recovery, the
following terms shall apply :

1. “Exploration Expenditures” shall mean all costs
and expenses for Exploration.

2. Development Expenditures” shall mean all costs

and expenses for development with the exception

of operating expenses.

3. "Operating Expeanses” shall mean all costs, ex-

penses and expenditures made after initial Com-
mercial Production, which costs, expenses and ex-
penditures are not normally depreciable.

However, operating expenses shall include work
over repatr and maintenance of assets but shail not
include any of the following : side tracking, re-
drilling and changing of the status of a well from
oll well to water well and vice versa, replacement
of assets or a part of an asset, major overhauling
that extends the life of the asset, additions, im-
provement and renewals.
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(vi) It is understood and agrecd upon that the recovery of
costs 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 recoverd in one

quarter, as thus allocated, shall be carried forward
for recoverv in the next quarter.

(2) CONTRACTOR shall each vear take and separately dis-
pose of all Cost Recovery Crude Oil produced, except as
provided mn sub-paragraph (@) (3) below of this Article V11,
plus its share of the halance of the Crude Ol as stipulaged
in paragraph (b) below of this Article VII To the extent
that the value of the Clost Recovery Crude Oil (as determ-
ned in sub-paragraph (c) below) exceeds the actual reco-
verable costs and expenditures, including any carry for-
ward from paragraph (a) (1) (Iv) above, to be recovered
1n that vear, the value of such excess Cost Recovery Crude
Oil actually taken and separately disposed of by CON-
TRACTOR shall be paid by CONTRACTOR to EGP

- In the manner set forth in Article IV of the Accounting
Procedure contained in Annex “F* and CONTRACTOR

shall be deemed to have purchased such excess Clost Ro.
covery Crude Oil.

3) Ninety (90) days prior to the commencement of each vear
EGPC shall be entitled to clect by notice in writing to
CONTRACTOR to take delivery in kind, F.O.B. export
terminal or other agreed delivery point, of up to 75 percent
of anv excess Cegt Recovery Crude Oil for that year, and

thereby reduce the amount to be purchased by CON-
TRACTOR In the same percentage amount.
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(.) Production Sharing : _
The remaining Sixty (60%) percent of the Ciude Ol shall
be taken and disposed of separately by EGPC and CONTRAC:

TOR according to the following incremental scale :

Crude Oil produced and savedi under EGPC | CONTRAC-
this Agreemen.t and not used in Pet) ¢ | 7B Share
roleum operations | Y 7
barrels per day

up to 30,000 30 20
from 30,000 to 60,000 82 18
from 60,000 to. 120, (00O 83 | 17
Excess of 120, 000 85 15

{c) (1) Itisthe mtent of the Parties that the value of the Cost Re-
covery Crude Ol shall reflect the prevailing market-price -
tor Crude O1l. For the purpose of evalwating the prevail-
ing market value of the quantity of Cost Recovery Crude Ol
to which CONTRACTOR is entitled hereunder during each
calendar semester, the weighted average price realized for
comparable (uantities on comparable‘ credit terms
in freely convertible currency from F.O.B. pmnt
of export sales to nonaffiliated companies during
such semester at armslength by  either EGPC or
CONTRACTOR under all Crude Oil sales contracts
currently in effect, but excluding crude oil 'spof
sales not consistent with prevailing market prices for similar
Crude Oil and also exchuding Crude Oil sales contracts in-
volving barter, whrchever is higher, shall be used. Tt is
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However, operating expenses shall include work
over repair and maintenance of assets but shall
not include any of the following : side tracking,
redrilling and changing of the status of a wel
from o1l well 0o water well and vice versa.

replacement of assets or a part of an asset, major
overhauling that extends the lif¢ of the asset,
or anv additions, improvemcents and renewals.

(vi) It 1s understood and agreed upon that the recoverv
of costs and expenses as based upon the rates refer-
red above shall be allocated to each quarter propor-
tionately (one fourth to each quarter). Howewver,
any recoverable coste and expenscs noi recovered in

onc quarter. as thus allocated. shall he carried for-

ward for recovery in the next quarter.

2. CONTRACTOR shall each vear take and separatciv
disposc of all Cost Recovery Crude Oil produced.

Plus 1ts share of thc balance of the Crude Oil as
stipulated i paragraph (b} below of this Article VII.

To the extent that the value of the Cost recovery Crude
Od (as determined in sub-paracraph (¢} below) exceeds

the actual recoverable costs and expenditures, includi'ng
any carry forward from paragraph (a) (1) (iv) above, then
EGPC and CONTRACTOR shall share all the Excess
Cost Recovery Crude Oil in the same percentages as set

forth below in this Article VIT (b) hereunder.



ey WAL AN o e 52l SUL G (re) 5
. ‘JILJ‘ ....}LJ” E‘)JJ lrj 3 Jh__rﬂ‘s lep J_gL_,EUj EL_@H Cyo L}f Lg:é

-

{
‘ f 4.»511 J\#ﬁ\#‘u..,-&_ﬁa ":J JEJLAA\_}?:*L\{‘:L

I' }
| 2 f e,

——

e ‘-—_—W PR PR — —— e ———— e ey R

¥

L},‘A;‘( R .) e ..h_; ) :\.J

|
.f;_‘;'. t '/_.'/\" meoTmomn e e e (g’;} C_) .-H.p“JM)

I

o ———

PP

-l._.,,}j,.” t.....JL |..-a.£” u l POV ‘lJ

\.-.n"'_)l . -*-( O o v » } i’bt}t‘ dﬂ_}"""] du.-mudl}

\Aﬁjuj 3.....\“.:

- - ¥
_ "'If - - * -
i : “. _J‘ﬂc l ‘e s T TR e+ - a8 \ 'H-;jd#l‘ {:-:} h*‘j*" L’. A2
L L H a
STy L..f':"""h’d "‘“’*j* S R O b eag (‘\) ( Kl )

Y sde oy Bl Gims 1, 5o db 5L LY
ol 'C?“-JM b gl Jeniiaes do o Al ciad IS 6L
el sl B dn L)l W by s &l Dl
W b edod ol alt 51 gl Sl o0 35l 8 Olid)
nL__—:,-Jl f._..a’,H s 5 gic 43l 5 Else o paadl bl 3 (_;_,3)

Lg:u Jhall b lias 3 b O 8 1 Jyadll &,

L’FJ‘ 4. 5] iﬁl__.iv.—ﬂ C..:__j“ .._.:L-LMA 3\:.:.1__.#,1 - 05\/_‘_3 ulcj LupT

Slow 2l ca ) Gl 3L Al & 1 Sl e 2T Y



Ty VaA) 4w e J 9l (82 (-‘“)Jﬁ:ﬂ té

‘b) Production Sharng :

The remaining sixty (60)

-

b s IS A

o

o

percent of

the Crude €)jl

shall be taken and disposed of separately Ly EGPC and GO N-
TRACTOR according to the following ircremental scale

T —

Crude Oi! produced and saved under
this agreement and 1ot used in Petroleum
Operations

barrels per day.

With respect to the production segment
50,000 BOPD (Quarterly average)

With respect to the Production segment
aver 50,000 BOPD (Quarterly average)

S - e

}

r Eighty (80)

pereent

Eighty five
(85)prcent

_— L

 CONTRACT-
. OR SHARE?

—_———

|
T'wenty (20)
percent

| Fifteen (15)
percent

e

-h-\-ﬁ.-—--_‘

‘cj (1) It is the intent of the Parties that the valuc of the Cost

Recovery Crude Oil shall reflect the prevailing market

price tor Crude Oil. For the purpose of evaluating the

prevaling market value of the quantity of Cost Recovery
Crude Ol to which CONTRACTOR is entitled hereandey

during each calendar scinester, the weighted average price
realized for comparable quantities on comparable credit

terms in freely convertible currency from F.O.B. point of
export sales t@ non-atfiliated companies during such semes-
ter at armslength by cither EGPC or CONTRACTOR

under all Crude Oil sales contracts currently in effect,

whichever 1s earlier, shall be used but excluding crude oil

spot sales not consistent with prevailing market prices for

ssmilar Crude O1l and also excluding Crude Q1] sales Con.-

tracts mvolving barter. Tt

is understood that in

the case of C.LF, sales, appfopriate deductions shall be
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(b)

(b)

During the term of this Agreement and the renewal period
EGPC, CONTRACTOR and Operating Company are entitled
to the full use of all fixed and movable assets in connecticn

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

EGPC shall not dispose of the same except with agreemeant of
the other.

CONTRACTOR may freely import into A.R.E., use thereis
and freely export at the end of such use machinery and equip-
ment which it either rents or leases in accordance with good

industry practices.

ARTICLE IX

BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
sum of one million and five hundred thousand (1 500,000) U S

Pollars on the Effective Date—

CONTRACTOR shall pay to EGPC :

the sum of two million (2,000,000) 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 pﬁ‘dOd of
thirty (30) consecutive producing days. Payment will be made

within fifteen (15) days thereafter.

CONTRACTOR shall also pay to EGPC the additional sum
of four million (4,000,000) U.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (100,000) bxirels per day for a perioc
of thirty (30) consecutive producing days: Payment will be
made within fifteen (15) days thereafter.
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(A} CONTRACTOR 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 producfion first reaches the rate
of one hundred and fifty thousand (150,000} barrels per day
for a period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15) days thereafter.

(e} Both aforesaid Signature and Production Bonuses shall i no
event be recovered nor amortized hy CONTRACTOR.

(1) In the event that EGPC eclects to develop any part of the
Area pursuant to the sole risk provisions of Article II1 (¢) here-
inabove, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRACTCGR
exercises 1ts option to share in such prodoction, and only from
the initial date of sharing,

.. ARTICLE-X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall mamtain 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 sufticient power to carry out
immediately all local written directions given to him by the GO-
VERNMENT or its representatives under the terms of this Agree-
ment. All lawful regulations issued or hereafter to be 1ssued which
arc applicable hereunder and not in conflict with this Agreenient
shall apply to the duties and activities of the General Manager and
Deputy General Manager.
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All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are
sent to him by registered mail to CONTRACTORs office m AR.L.

All matters and notices shall be deemed to be validly served

which are left at the office of the Chairman of EGPC or which are
sent to him by registered mail at EGPC’s main office in Cairo,

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LONS

(a)

(b)

(

kY
C;

Operating Company shall take all proper measures, accordiag
to generally accepted methods in usec in the oil industry to
prevent loss or waste of petroleum above or under the greund
in any form during drilling, procucing, gathering and distri-
buting or storage operations. The GOVERNMENT has the
richt to prevent any opcration on any well that it might reaso-
nably expect would result m loss or damege to the well or the
cil field.

f———rrE . ——— -

Upon completion of the drilling of productive well, Opecrating
Company shall inform the GOVERNMENT or its representa-
tive of the time when well be tested and the production rate
ascertained.

Except in instances where muitiple producing formations in
the same well can only be produced economically through 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) Operaung Compﬁny shall record data regarding the quanfities
of petroleum and water produced montity from cach develop-
ment lcase. Such data shall be sent to the GOVERNMENT
or its representative on the special forms provided for that pui-
pose within thirty (30) days after it is obtained. Daily or weckly
statistics regarding the production {from the Area shall be aval-
lable at all reasonable times for examination by authorized

representatives of the GOVERNMENT.

() Daily drilling records and the graphic logs of wells must show

the quantity and type of cement and the amount of any other
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 of the repre-
sentative of the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

2) EGPC. CONTRACTOR, Operating Company and their
P : pany

foreign Contractors and sub-contractors engaged in carrying un

operations under this Agreement shall be permitted to import
and shall be exempted from custems duties with respect to the
importation of machmery, equipment, vehicles, materials, sup-
plies, consumable items, foodstuffs and movable property when
certified by responsible representative of IGPG, to be used

solely in carrying on operations under this Agreement.
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(b) Each expatnate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall
be permitted to import and shall be exempt from all customs
dutics with respect to the reasonable impotation of houscheld
goods, consumable items, foodstutfs (within the limits approved
by Ministery of Petroleum) and personal effects including one
automobile provided however, that such properties are impor-
ted for the sole use of the employee and his family and pro-
vided further, that no such property imported by the employee
shall be resold by him in the A.R.E. except in accordance with
GOVERNMENT regulations.

(¢) The exemption provided in (a) of this Article shall not apply
to any mmported 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 AR.E. at a pricc not higher than ten
(10) percent more than the cost of the imported item before

customs duties, but after transportation and insurance costs have

been added.

- —
T e —— —— e —
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(d) Without prejudice to Article VIII, any of the items imported
into the AR.E. either exempt or not-exempt from customs
duties, taxes or imposts under this Article may be exported by
the importing partv at any time without the pavment of any
export duty, or impost,

() Used but serviceable material, ehquipment and good resulting
from operations hereunder may be sold within the AR.E. nro-
vided that the purchasers pay the applicable customs duties,
taxes or imposts, if any, except if sold to EGPC or an affiliated

company of EGPC.:
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Material, equipment and goods so dalﬁ;ged or used as to be
non-serviceable and which are classified by CONTRACTOR

or Operating Company as scrap or junk (any such CONTRAC-
TOR’s appraisal being subject to EGPC  approval and any

such Operating Company’s appraisal being subject to EGPG
and CONTRACTOR approval) may be sold as scrap or junk
without payment of customs duties, taxes or 1mposts.

In the event of such sale under sub-paragraphs (e) and (f)
above, the proceeds from such sales shall be divided in the

following manner :

CONTRACTOR shall be entitled to reimbursement of its
unrecovered costs, if any, in such material or equipment and
the excess, 1f any, shall be paid to EGPC.

“Customs Duties”, as used herein, shall include all duties, taxes
or imposts (except those charges paid to the GOVERNMENT

for actual services rendered), which are payable as a result of
the mmportation of the item or items under consideration.

There shall be no licence required, and CONTRACTOR.
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.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS
(a) EGPC, CONTRACTOR and Operating Company shall each

maintain at their business offices in the A.R.E. books of account,
i accordance with the Accounting Procedure in Annex “E™
and accepted accounting practices generally used in the pet-
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roleum industry, and such other books and records as may be
necessary to show the work performed under this Agree-
ment, ncluding the amount and value of all petroleum pro-
duced and saved hereunder. CONTRACTOR and Operating
Company shall keep their books of account and accounting
records 1n United States Dollars. Operatng Company shall
furnish to the GOVERNMENT or its representative monthly
returns showing the amount of petroleum produced and saved
hereunder.  Such returns shall be prepared in the form required
by the GOVERNMENT, or its representative and shall Le
signed by the Gencral Manager or by the Deputy General
Manager or a duly designated deputy, and delivered to the
GOVERNMENT or its representative within thirty (30) days
after the end of the month covered in the return.

{b) The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times for

mspection by duly authorized representatives of the GOVERN-
MENT.

[E—— L

{(¢) CONTRACTOR shall submit to EGPC 2 Profit and Loss Sta-
tement for the financial Year not later than 3 months after
the commencement of the following financial vear to show its

net profit or loss from the petroleum operations under this -
Agreement for such year.

CONTRACTOR shall at the same time submit a year-
end Balance Sheet for the same financial Year to EGPC. The
Balance Sheet and Financial statements shall he certified by an
Egyptian certified accounting firm accepted by EGPC.
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ARTICLE X1V

RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement is 1 force, maintain

accurate and current records of its operations in the Area hcre-
under. CONTRACTOR and/or Operating Company shafl
furnish the GCOVERNMENT or its representative, mn contor-
mity with applicable regulations or as the GOVERNMENT or
its representative may reasonably require information and data
concerning its operations under this Agreement. Operating.
Company will perform the functions indicated in this Article
XIV in accordance with their respective role as specified m

Article VI,

(b) CONTRACTOR and/or Operating Company <hall save and’
keep for a reasonable period of time a representative portinm

to be disposed of or forwarded to the GOVERNMENT or
its representative in the manner directed by the GOVERN-

MENT. All samples acquired by CONTRACTOR and/ox
Operating Company for its own purposes shall be considered!

nf cach sample of cores and cuttings taken from drilling wells,

available for inspection at any reasonable time by the GOVE.-
RNMENT or its representatives.

(c) Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.R.E. samples equivalent in size and
quality shall, before such exportation, be delivered EGPC as re-
presentantive of the GOVERNMENT.
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(d) Originals of records can only be exported with the permission
of EGPC; provided, however, tl:at magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be cxported if a monitor or a comparat:lc recoerd,
if available, 1s mamtamed m AR, and provided that suich
exports shall he repatriated to A.R .. immediately upon EGPC
recuest o the understanding that they Beleng to BOPG

() During the period CONTRACTOR 1s conducting the explo-
ration operations, CONIRACTOR  shall  permnt  EGPC
through EGPC’s duly authorized rcpresentatives or employees
to have full and complete access to the Arca at all reasonaie
times with the right to observe the operations being conducted
and to inspect all assets, records and data kept by CONTRAC-
TOR. EGPC’s representative, in  exercising its rights uncer
the preceding sentence of this paracroph {0, shall 1ot mterfes

with CONTRAUTOR's opmdtlr.ns CONTRACTOR :hall
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not hmited to, geological and geeplwsical reports, lega cnd v
curvev:s: mformation aod nterpretatioa of sach data, and odhor

mfmmatmn 1n CONTR. L(;TORF Do '§‘5L“>1(Jﬂ

For the purpose of obtaining new OffEIS the GOVERN-
MENT and or EGPCU may show anv other party geophvsical

and geological data (the age of which is not less than one vear)
with respect to the Area,

ARTICLE XV
RESPONSIBIiI.ITY FOR DAMAGES

CONTRACTOR shall entirely and solelv be responsible in law
toward third parties for any damage caused hy CONTRACTOR <
exploration operations and shall indemnify the GOVERNMENT
and/cr EGPC agamst all damaoes for which they may bz held
liable on account of anv such operations.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall

have access to the Area covered by this Agreement and to the ope-
rations conducted thereon. Such representatives may examine the

books, registers and records of EGPC, CONTRACTOR and
Operating Company and make a reasonable number of surveys,
drawings and tests for the purpose of enforcing this Agreement.
They shall, for this purpose, be entitled to make reasonable use of
the machinery and instruments of CONTRACTOR or Operating
Company on the condition that no danger or impediment to the

operations hereunder shall arise directly or indirectly from such
use. The GOVERNMENT shall indemnify and reimburse

CONTRACTOR or Operating Company for any loss or damage

which may in fact result from any such use of said machinery and
Instruments.  Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Ope-
rating Company so that none of the activities shall endanger or
hinder the safety or efficiency of the operations. CONTRACTOR
or Opcrating Company shall offer such representatives all privileges
and facilities accorded to its own employees in the field and shall

provide them, free of charge, the use of reasonable office space and
of adequately furnished housing while they are in the field for the
purpose of facilitating the objectives of this Article. Any and all
information obtained by the GOVERNMENT or its representatives

under this Article XVI shall be kept confidential with respect to
the Area.
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ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) Itis the desire of EGPC and CONTRACTOR that operations

hereunder be conducted in a business-like and efficient manner.

I. This expatriate admimstrative, professional and technical
personnel cmployed by CONTRACTOR or Operating
Company and the personnel of its contractors for the

conduct of thc operations hereunder, shall be granted a
residence as provided for in Law No. 89 of 1960 as amen-

ded and mmisterzal Order No. 9 of 1963 as amcended, and
GONTRACTOR agrees that all immigration, passport,

visa and employment regulations of the A.R.E. shall be
applicable to all alien employees of CONTRACTOQR wor-
king m the AR.E.

2. A minimum of ta#éntg?iﬂe (25)* percent of the combined
salaries and wages of each of the cxpatriate administrative,
professional and technical personnel employed by CON-
TRACTOR or Operating Company or their foreign con-
tractors shall be paid monthly in Egyptian Cutrency. On
final repatriation such personnel shall have the right to

remit abroad in U.S. Dollars or other currencies the unused
portion of Egyptian Currency in excess of twentv-five (25)

percent of such personnel’s salary.

(b) CONTRACTOR and Operating Company shall each select

Its employees and determine the number thereof, to be used for
Operations hereunder.
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(c) CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for all its AR.E.
employees engaged in operations hereunder with respect to
applicable aspects of the petroleum industry. CONTRAC-
TOR and Operating Company undertakes to replace gradually
their non-cxecutive expatriate statfs by qualified nationals as
they are available.

(d}  During the period when CONTRATOR is conducting Explor
ration, CONTRACTOR shall give mutually agreed numbers
of EGPCO employees an opportunity to attend and participate in
CONTRAGTOR’s and CONTRACTOR’s affiiate training

programs relating to exploration and development operations.

ARTICLE XVIII
LAWS AN REGULATIONS

(@  CONTRACTOR and Operating Company shall be subject to
Law No. 66 of 1933 (excluding Article 37 thereof) as-amended
by Law No. 86 of 1956 and the regulations issued for the imp-
lementation thereof, including the regulations for the safz and
efficient performance of operations carried out for the execution
of this Agreement and for the conservation of the petroleum
resources of the A-R.E, provided that no regulations, modifi:-
ation or interpretation thereof shall be contrary to or icons-
istent with the provisions of this Agreement.

(b, EGPC and CONTRACTOR shall be cxempted from all *ax-
es, except as provided in Article TIT paragraph (f) for income
taxes, with respect to the extracting, producing, exporting or
transportimg of petroleum hereunder. CONTRACTOR shall
also be exempted from any tax on capital.
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(d)

(c)

The rights and obhgations of EGPC and CONTRACTOR
under, and for the effective term of this Agreement, shalt be
coverned by and in accordance with the provisions of this f—‘a@;reu
cment and can only be altered or amended by the mutual agre
ment of the sawd contracting parties.

The contractors and sub-contractors of CONTRACTOR an
Opecrating Company shall be subject to the provisions of tius
Agreement which affect them. Insofar as all regulations which
are duly issued by the GOVERNMENT apply trom time to
time and are not in accord with the pirovisions of this Agree
ment, such regulations shall not apply to the CONTRACTOR
and sub-contractors.

EGPC, CONTRACTOR, operating Company and their snb-
contractors shail for the purposes of this Agreement be exempted
from all professional stamp duties imposed by syndical law:
with respect to their documents and activities hereunder.

ARTICLE XIX
RIGKT OF REQUISITION

(a) In case of national emergency due to war imminent expectation

(b)

of war or internal causes, the GOVERNMENT mpy requisit:on
all or part of the preduction from the Area obtained hercunder
and require Cperating Comnany to . increase such produii il
to the utmost possible maximem.  The GCVERNMENT mas

also requisition the ol ficld 1tre'f and, if necessarv relatod fac-
lities.
In any such case, such requisition shall not be effected excent

after mviting EGPC ard CONTRACTOR or their represeni-
tive by registered letter, with acknowledgement of receipt, to
express their views with respect to such requisitien.

The requisition of preduction shall be effected by Mmusterid
Order. Any requisition of o1l field itself. or any related facthti-
es shall be effected by a Presidential Dceree duly notiited toe
EGPC and CONTRA CTOR.
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() In the event of any requisition as provided above, the GOV-
ERNMENT shall indemnify in full EGPC and CONTRACGTOR
for the period during which the requisition is maintained,

including
(1) All damages which result from such requisition.

(2) Full payment cach month for all Petroleum cxtracted by
he GOVERNMENT less the royalty share of such pro-

duction, and

(3) Other obligations of Contractor and EGPC hereunder,
However, any damage resulting from enemy attack 1s not
within the meaning of this sub-paragraph (d). FPayment
hereunder shall be made to CONTRACTOR in U-S. Dl
lars remittable abroad. The price paid to CONTRAC-
TOR for Petrolcum taken shall be ealculated i accor-

dance with Artcle VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(&) Neither EGPC nor CONTRACTOR may assign to a person,
firm or corporation not party hereto, m whole or part, any
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT.

(b)) To emable comsideration to be given to any request for such

consent, the following conditions must be fulfilled :

(1) The obligations of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such

request is made.

(2) The proposed assignee or assignees must produce reasona-
ble evidence to the GOVERNMENT of its or their finan-

cial and technical competence.
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(3) The instrument of assignment must include  provisions
stating precisely that the assignee is bound by all covenants
conta:ned 1n this Agreement and any modificatons or addy
tions in writing that up to such time may have been made.

A draft of such instrument of assignment shall be submut-
ted to the GOVERNMENT for review and approval be-

ore beng formally esecuted.

{c) Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes charges or fees.

(d) The assignor together with the assignee shall be jomntly andr
severally liable for all the duties and obligations of Contractor

under this Agreement.

R

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decree, with respect to
CONTRACTOR, m the following instances : o

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

for the execution of this Agreement;

(2) If it assigns any interest hereunder contrary to the provi-
sions of Article XX hereof;

(3) If it 15 adjudicated bankrupt by a court of competent
jurisdiction ;

(4) if it does not comply with any final decision reached as
the result of court proceedings conducted under Article
X NII paragraph (a) hereunder;

(5) If it mtentionally extracts any mineral other than Petro-
leun not authorized by this Agreement or without the
authority of the GOVERNMENT, except such extractions
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as may be unavoidable as the result of operations conducted

hereunder in accordance with accepted petrolcum industry
practice and which shall be notified to the GOVIEIRI-
MENT or its representative as soon as possible; and

(6) If it commits any material breach of this Agreement or
of the provisions of law No. 66 of 1935, as amended by
Law No. 86 of 1956, which are not expressly contradicted
by the provisions of this Agreement. Such cancellation

shall take place without prejudice to any rights which
may have accruded to the GOVERNMENT against

CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation, GOIN-
TRACTOR shall have the right to remove from the Area

all its personal property.

(b) TIf the GOVERNMENT deems that one of the aforesaid causes
(other than a force majeure cause referred to in Article XXI1

hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90} days written notice
personally served on CONTRACTOR’s General Manager in the
legally official manner and receipt of which is acknowledged
by him or by his legal agents, to remedy and remove such cause;
but if for any reason such service is impossible duc to unnoti:
fied change of address, publication in the Official Journal of

the GOVERNMENT of such notice shall he considered as
validly served upon CONTRACTOR. 1f at the end of the
said ninety (90) days notice peried such cause hos not been re-
medicd znd remeved, this Acreement may be cancelled forthwith
by Order or Presidential Necree as aforesaid; =rovided how-
ever, that if such cause, or the failure to remedy or remove such
cause, results from any act or omission of one party, cancella-
tion of this Agreement shall be effective only agamst that party
and nct as against the other party hereto.
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(a)

(b)

ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EGPU and
CONTRACTOR, or ather of them of any obligation under
this Agreement shall be excused if, and to the extent that, such
non-performance or delay 1s caused by force majeure. The
period of any such non-performance or delay, together with
such period as may be necessary for the restoration ot any
damage done during such delay, shall be added to the time
given 1n this Agreement for the performance of such obligation
and 1or the performance of any chligation dependent thereon
and consequently, to the term of this Agreement, but onlv with

respect to the block or blocks atfected.

“Force Majeure™, within the meaning of this Article XXII,

shall be anv order, regulation or direction of the GOVERIN-

MENT of the ARAB REPUBLIC OF EGYPT, (or the
Government of Beigiim) with respect to CONTRACTOR
whether promulgated m the form of a law or otherwise or any
act of God, insurrection. riot, war, strike, and other labor dis-
turbance, fires, floods or any cause not due to the fault or neg-
hgence of EGPU or CONTRACTOR or cither of them, whether
or not similar to the foregning, provided that any such cause

1s beyond the reasonable control of EGPC and CONTRAG-
TOR, or either of them.

Without prejudice to the above and except as may bhe other-
wise provided herein, the GOVERNMENT shall incur no
responsibility whatsoever to EGPC and CONTRACTOR, or
cither of them for anv damages, resirictions or loss arising in
consequences of such case of force majeure except a force ma-
jeure caused by the order, regulations or direction of the

GOVERNMENT of the ARAB REPUBLIC OF EGYPT.
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(d) If the force majeure event occurs during the imtial explora-
tion period or any extension thereof and continues m effect for

a period of two (2) years, CONTRACTOR shall have the op-

tion upon ninety (90) days prior written notice to EGPC o
terminate 1ts obhgatmns hereunder without further liability of
any kind and, if still in force, the Guaranty contamed m Annex

“(G” hereto, shall Je automatlcall} cancelled and EGPC shall
so notify the Bank to release the Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRATION

() Any dispute arising between the GOVERNMENT and the
partics hereto with respect to the interpretation, apphcatmn or
execution of this Agreement, shall be referred to the jurischctinn
of the appropriate A.R.E. Courts and shall be finally settied

by such courts.

(6)  Any dispute arising between CONTRACTOR and EGPG 1
connection with the present Agreement shall be finally settled
v arhitration. The Arbitration shall be held m STOCK-
HOLM, SWEDEN and conducted in accordance with the Rules
of Conciliation and Arbitration of the International Chamber

of Commerce. In the event of no provisions being made in
these rules in certain cases, the Arbitrators shall establish their

own procedures.
The arbitration shall be initiated by either party giving notice
to the other partv that it elects to refer the dispute to arbitra-

A
ﬁ.

tion and that such party (hereinafter referred to as the “First
Partv’® has appointed an Arbitrator who shall be identified
n said notice.  The other partv (herecinafter reterred to as the
“Second Party”, within fifteen {15) davs shall notify First Party
in writing, identifying the Arbitrator that it has selected.

(d) 1f the Second Party does not appoint its Arbitrator as aftore-

said, the First Party shall have the right to apply to the Court
of Arbitration of the International Chamber of Commerce to
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appoint a sccond arbitrator.
thirty (30) days, sclect a third Arbitrator, failing which the

The two arbitrators shall within

third Arbitrator shall be appointed by the Court of Arbitra-
ton of the Intermational Chamber of Commerce at the request

of either party.

The third Arbitrator must be a citizen of a country other than

the ARE. and BELGIUM and of a country which has dip-
lomatic relations with both AR.E. and BELGIUM and shall

have no economic interest in the oil business of the signatories

hereto.

The parties shall extend to the Arbitration board all facthues
(including access to the petroleum operations) for obtaining any
information required for proper determmation of the dispute.
The absence or default of any party to the arbitration shail not
be permitted to prevent or hinder the arbitration procedure

in any or all of 1its stages.

Pending the decision or award, the operations or activities which
have given rise to the arbitration need not be discontinued. In
the event the decision or award recognizes that the
complaint was justified, provision may be made thercin for
such reparation as may appropriately be made in favor of the

complamant.

Judgement in the award rendered may be entered in any Court
having jurisdiction and application may be made in such Court

for a judicial acceptance of the award or an order of enfor-

cement, as the case may be.

The parties desire that, wherever appropriate, decisions and

awards shall specify a time for compliance therewith.

The provisions of this Agreement relatng to arbitration shall
continue in force notwithstanding the termination of this

Acreement.
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(k) PRINCIPLES of GOODWILL — The signatorics base thewr

relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purposc of arbitra-
tion be given effect and shall be interpreted and applicd 1 con-
formity with principles of Jaw common to the A. R, E. and
BELGIUM and in the absence of such principles, then m con-

formity with the principles of law normally rccognized by
civilized nations in general, including those which have been

applied by International T'ribunals.

ARTICLE XXI1V

STATUS OF PARTIES

‘a) The rights, duties, obligations and liabilities m respect of EGPG

£e

and CONTRACTOR hereunder shall be several and not joint
or collective, it being understood that this Agrcement shall not
be construed as constituting an association or corporation ¢r

partnership.

CONTRACTOR shall be subject to the laws of the place
where it 15 mcorporated regarding their legal status or creation,
organjzation, charter and by-laws, sharcholding, and ownership,
CONTRACTOR’s shares of capital which are entirely held
abroad shall not be negotiable in the A.R.E. and shall not be
offered for public subscription nor shall they be subject o the
stamp tax on capital shares nor any tax or duty in the A R.E.
CONTRACTOR c<hall be exempted from the applicauon of
Law No. 26 of 1954 as amended, and from Law No.9 of 1464

All parties comprising CONTRACTOR shall be jointly and
severally liable for the performance of the obligations under
this Concession Agreement.
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LOCAL CONTRACTORS AND LOCALLY
MANUFACTURLED MATERIAL

CONTRACTOR or Operating Company, as the case may be,
}

and their contractors shal] :

()

Give priority to local contractors as long as their prices and
performance are comparable with intemational prices and per-
formance, CONTRACTOR and Operating Company shall,
however, subject to the preceding sentence, be exempted [rom
the provisions of Presidential Decree No. 1868 of 1974, as

amaended.

Give preierence to locally manufactured material, equipment,
maciunery and consumables so long as their guality and time
of delivery are comparable to internationally available mater-
ials, equipment, machincry and consumables. However, such
material, equipment, machinery and consumables may be im-
ported for operations conducted hereunder if the local price of
such items at CONTRACTOR’s or Operating Company’s ope-
rating base in A.R.E. is more than ten (10) percent higher than
the price of such Imported items before customs duties, Lut

after transportation and msurance costs have becn added. -

Any of the above mentioned payments in (a) & (b) shail be

made i local currency.
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ARTICLE XXV]I
ARABIC TEXT

I'he Arabic version of this Agreement shall, before the courts

of A-R.E. be referred to in constriing or interpreting this Adree:

ment; provided however, that in any arbitration pursuant to Article
SXTHD hereabove hetweenn EGPC and CONTRACTOR  the
English and Arabic versions shall both be referred to as having

cqual force in construing or interpreting the Agreement,
ARTICLE XXVIT
GAS

It Gas is preduced or is capable of being produced froin the
area, EGPC and CONTRACTOR shall in good faith studv  ali
possible economic alternatives for its use and decide on the best
atternative for EGPC and CONTRACTOR jointly. The cost and

expenses 1n the field of producing non-associated gas shall be reco-
vered m accordance with the Cost Recovery Principles of Articie
VTT.

Production Sharmg Principles of Article VI shall apply to the
value of associated and non-associated gas if sold for export and
not used 1 operations, flared or re-injected. However. any’ (as
not experted outside AR E. in a Jiguid cr solid state, or not used
n operations (including re-injection), shall remain in the property
ol the State and mav be utilized bv EGPC and EGPC shall not be
hable for payment to CONTRACTOR of any costs or experises
respecting any past operations of CONTRACTOR related to such
Gas. Under no circumstances will CONTRACTOR . he responsible
for or bear any cost or expenses incurred for utilization of Gas used
internaliv in the A.R.E.
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ARTICLE XXVII]

GENERAL

The headings or titles to cach of the Articles to this Agreenient
are solely tor the convenience of the partics hereto and shall not be
used with respect to the interpretation or construction of said

" Articles.
ALTICLE XXIX

APPROVAL OF THE ARE. GOVERNMENT

This Agrecment shall not be binding upon any of the parties
bereto unless and untld a law is 1ssued by the competent authorities
nt the AR.E- authorizing the Minster of Puiroleum to sign saad
Agrecement and giving this Agreement full force and effect of law
notwithstanding any countervailing governmental enactment, and

the Agreement is signed by thf: GOVERN_MENT EGPO and
- CONTRACTOR. R

ARAB REPUBLIC OF EGYPT

BY :

EGYPTIAN GEN [WRAL PETROLFUM CORPORATION

BY :

PETROFINA §. A.

BY :
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ANNEX “A”
CONCESSION AGREEMENT
BETWELEN
ARE., EGPC & PETROFINA S.A.

IN SOUTH DARAG OFFSHORE AREA

SUEZ GULF BASIN
DESCRIPTION OF THE AREA

Anmnex “B” is a provisional illustrative map on the scale of

1':250.000 including the Area covered and affected by the Agvee-
Iinent.

The Arca is bounded by a group of straight lines unless other-
wise indicated when following shore lines and it measures APPCOXI-
mately 416 km®. It is composed of all or part of 21 blocks each
complete block of which is threc (3) minutes latitude by three (3)

minutes longitude approximatelv twenty five (25) km® of surface

arca-

[t 15 to be noted that the delineation lines of individual explo-
ration blocks in Annex “B” are intended to be only 1illustrative and
provisional and do not show accurately their true position in relation

to existing monuments and geographical features.
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Coordinates of the corner points of the Area are given m the
following table, which forms an integral part of this Annex A"

Point

]

10

11

12
13
14
15

[.at. N. Long E. Due Remarks

Intersection of Long. 32° 39° (0 with the lirc joiming F4 & F5
at area F of Deminex, shell & BP concession, thonce due scuth cast
to point 2

29¢ 307 227 32° 39 33" South east to point 3

Intersection of long.  32° 427 00’ With the hine joining F4 & I¥5
at arca I of Deminex, shell & BP concession, thence south to point 4.

29 24 17 32° 41 59_" West to Point §

Intersection of lat! 29° 24° 217" With the high tide shore line
of the West Bank of the Gulf of Suez,thence north west aiong the high
tide shore line of the west Bank of the Gulf of suez to point 6 at :

[ntersection of lat. 29° 41° 00’ With the high tide shore linc of
the west Bank of the Gulf of Suez thence east to Foint7

29° 417 007 32¢ 23> 00° South to Foint §
29¢ 38 00’ 32° 23" 00" East to Point 9
29¢ 38 007 32° 257 47 South west to point 10

Intersection of latitude 29° 26’ 00’ with the line joining point G3 &
point G4 at Area “G’’ of Deminex, shell and BP concession thence
cast to point 11

29* 36" 007 32° 277 00 South to Point 12

29 33° 007 32 27 00> East to Poiut I3

29° 337 00 32° 33" 00 South to Point 14

29¢ 30° 007 327 337 00" FEast to Point 15

29 30° 0p” 32° 397 00’ North to Pcint ! which is the

point of begcinning
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ANNEX “A”

A.R.E, E G P C, G P C.
&

TOTAL PROCHE ORIENT (S.A

CONCESSION AGREEMENT

‘N SOUTH RAMADAN AREA, OFFSHORE GULY QF SUEZ
DESCRIPTION OF THE AREA

Annex "B 1s an iliustrative map on the scale of 1 : 100 000

nciudmg the Area covered and affected by this Agreement,

This area is bounded by a group of straiohr ey oo
and paralieis and it measures 26.2 Km2. It is L.,omposcd of Tt

Ixploration block.
Ceordimates of the corner peints of the Area are given i the

Coad . . ~ A M
obtowlng tabe, which [oron v inizoval pave oF this Annex A7,
i .-'- . '-Il:;— ——y s e e Y . M el = i e e = = . i i = P e n = g
| o |
RGN Lat, N - Lone F Dug | Romarks
i - i |
|
——e, - _— - e e — e — e e ——— —ma . o e
; j
-G Y 0 0 3 ¥? . .
| 250 157 53 1 33° 23" 36 [South to point2 |
. ] !
{ - | |
!I,... -
O R 2O 28 38T AVast to vora

B |

i | 33° 237 21" |West to point4 iSamcasR2 ol L33
| Deminex Conces-
: L10N.

i

l

ot
-
oG
o
e
=+

-4

—

|
i' " |
) 28° 13" 147 33 207 347 IMorthto point3 !Sameas R3of LL-X3

- J _
i: Deminex Conces-
| i : SiOR,
={ ! i X
3 26¢ 13t 21 ; 339207 347 {West to noint 6 ‘a’*’**ﬂf* as R4 of 1.1-87
: ; Deminex  Conces-
i ! -
’ | 1[ ; SION.,
i
-~ 4 _ t "y ‘ '
H 28% 137 Z17 | 33° 20" 2177 {North to peiat 7 (Same as 23 of LL-§7
l lDemme). Conges-
! [ S1OR,
‘ | |
70 287157537 | 33° 207 217 jEast to point !
| | | whitch 15 the point .
~ | of beginning. |
i [ T
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ANNEX “C7

LETTER OF GUARANTY

LETTER OF GUARANTY NO CAIRO.
EGYPTIAN GENERAI PETROLEUM CORPORATION
Gentlemen:

T'he Undersigned, National Bank of Egypt ,aS

Guarantor, herchy guarantees to the Jigyptian General Petroleum
Corporation (hereinafter referred to as EGPCG) to the limit of eight
Million (8,000,000) Dollars in US Currency the performance by
Petrofina S.A. (hercinafter referred to as CONTRACTOR of its
obligations required for exploration operations to spend a minimum
of eight million (8,000,000) US Dollars during the initial three (3)
years of the exploration period under Article IV of that certain Con-
cesston Agreement (hereinafter referred to as the “Agreement™) cov-
ering that Arca described in Annexes “A™ and “BY of said Agrec-
meéni, by and between the Arab Republic of Egvpt (hercinafter ref-

cred o as “ARE”) EGPC and CONTRACTOR. dated
3.0/1981

. Tt understood that this Guaranty and the ltability of the Gu-
arantor hercunder shall be reduced quarterly, during the period
of expenditure of said eight million (8,000,000) U.S. Dollars bv the
amount of money expended by CONTRACTOR for such explor-
ation operations during each such quarter. Fach such reduction

shall be cstablished by the joint written statement of EGPC and
CONTRACTOR.

® o

~, In the event of a Claim by EGPC of non-performance or sur-
reader of the Agreement on the part of CONTRACTOR prior to
fu_Ifﬂmmt of said minimum expenditure obligation under Article TV
o this Agrcement there shall be no Liability on the undersigned
Guarantor for payment to EGPC unless and until such liability has

becn established by written statement of EGQPC setting forth the
amount due under the Agreement.
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It is further condition of this Letter of Guaranty that @

(1) This Letter of Guaranty will become available only provided
that the Guarantor will have been informed in writing by CO-
NTRACTOR and EGPC that the Agreement between CON-
TRACTOR, A.R.E. and EGPC has become effective according
to its terms, and said Guaranty shall become effective on the
Effective Date of said Agreement.

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

(a) Three years and six months after the date 1t becomes
effective, or

(b) at such time as the total of the amounts shown on quart-
erly joint statements of EGPC and CONTRACTOR equ-

als or exceeds the amount of said minimum expenditure
obligations whichever is earlier.

(3) Conscquently, any claim in respect thercof should be made to

the Guarantor prior to either of said expiration date at the
latest accompanicd by EGPC’s  written  statement, setting

forth the amount of under expenditure by CONTRACTOR to
the effect that :

(a) CONTRACTOR has failed to perform its expenditure
obligations referred in this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure def-
iciency to EGPC.

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

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

Yours faithtfully,
For

Accountant Manager
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ANNEX “D”

GCHARTER OF
SOUTH DARAG PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions ¢f the Ag-

reement referred to below and of this Charter.

T'he Company shall be subject to all laws and regulations in
torce in the AR.E. to the extent that such laws and regulations are
not mconsistent with the provisions of this Charter and Agreement
referred to below:

ARTICLE 11T

The name of the Company is “South Darag Petroleam Compa-
ny",- abbreviated as “Sodapetco”.

ARTICLE IIT

The Head Office of Sodapetco shail be 1n the AR.E. in Cairo.

ARTICLE 1V

The object of Sodapetco is to act as the agency through which
EGPC and

CONTRACTOR carry out and conduct the Development ope-
rations required in accordance with the provisions of the Agreement

signed on the 23/9/1981 by and between the ARAB REPURLIC
OF EGYPT, THE EGYPTIAN GENERAL PETROLEUM CO-

n South Darag Offshore Area described therein. Sodapetco shall
also be the agency to carry out and conduct exploration operations
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Sodapetco shall keep account of all costs, expenses and expendi-
tures for such operation undér the terms of the Agreement and An-

nex “E’’ thereto.

Sodapetco shall not engage in any business or undertake any
activity beyond the performance of said operations, unless otherwise
agreed upon bv EGPC and Contractor.

ARTICLE V
The authorized capital of Sodapetco s twenty thousand pounds
Egyptian (L.E.20,000) divided into five thousand (5000) shares of

common stock with value of four pounds Egypt{an (L.E.4) per share
having equal voting rights, fully paid and noun-assessable.

EGPC and CONTRACTOR shall cach pay for, hold and own.
throughout the life of Sodapetco refeired to above, one-haf (12) of
the camtal stock ot Sodapeteo provided that only in the event that
either party should transter or assign the whole or anv percentage

of 1ts ownership mterest m the entirety of the Agreement, may such

transterriing o assignng pm*tfy transfer or assign any of the capitai
stock of Sodapetco and, m that event, such transterring or assigning
party {and its successors and assigns) most vansfer and  assign a
stock interest in Sodapztco equal to the transferred or assigned whole

or percentage of its ownership interest in  the entrety of the said

Agreement.

ARTICLE VI

Sodapetco shall not ovn any right, utic, interest or estate In
or under the Agreement or anv development lease created there-
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under or in any of the Petroleum produced from any exploration
block or development lease arca thereunder or in any of the assets,
cquipment or other property obligated as a prmcipal for the fianc-
ing or performance of any of the duties or obligations of either
EGPC, CONTRACTOR under the Agreement. Sodapetco shail

not make any profit from any source whatever.

ARTICLE VII

Sodapetco shall be no more than an agent for EGPG and
CONTRACTOR. Whenever it is indicated herein that Sodapetco
<hall decide, take action or make a proposal and the Iike, it is under-
«aod that such decision or judgement is the result of the decision

or judgement of CONTRACTOR, or EGPC and CONTRACTOR,

as may Le required by the Agreement.

ARTICLE VIII

Sodapeteo shall have a Board of Directors consisting of cizht
(8) membucrs, four (4) of whom shall be designated by EGPG and
the other four (4) by CONTRACTOR. The Chairman shall be
designated by EGPC and shall also be a Managing Director,
CONTRACTOR shall designate the General Manager who shall

also be a Managing Director.

ARTICLE IX

Meetings of the Board of Dircctors shall he valid if a majority
of the Directors are present and any decision taken at such meetings
must have the affirmative vote of five (5) or more of the Directors;
provided, however, that any Director may be represented and vote

bv proxv held by another Director,
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ARTICLE X

Genera! incetings of the shareholders shall be valid if a majo-
vify of th= capital stock of Sodapeico is rcpresented thereat. Any
decisions taken at such meetings must have the affirmative vote ot

shareholders owning or representing a majority of thc capital stock.

ARTi O LE X1

The Board of Directors shall approve the regulations covering
the terms aud conditions of employment of the personnel of Scda-
petco employed divectly by Operating Company and not assigiied
thereto by CONTRACTOR and EGPC,

The Board shall, in due course, draw up the By-Laws of Soda-
peteo and such by-Laws shall be cifective upon being approved by

a4 Ceneral Meeting of the Shev~holders, in accordance with the
wrovisicns of Avticle X hereof.

ARTICGLE X1l

Shdapotco :wll come into existence within thirty (30) davs
after the date of’ Commercial Discovery as provided {or in the
Kgremwnt-

The duration of Sodapetco shall be for a period equal to the
duration of the said Agreement, including any rencwal thereof.

It shall be wound up and higuidated if the Agrecment referred
¢o. ahove is terminated for any reason as provided for therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY
PETROFINA §. 4

BY :
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ANNEX “E” -
ACCOUNTING PROCEDURE

ARTICLE 1

GENERAI. PROVISION

Definitions

~The hdc:fjuﬂtio-nsb contained m Article I of the Concessinn
Agreement shall apply to this Accounting Procedure and have

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

a. ."Agrecment” means the Concession Agrecment of which
this Annex is a part.

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

2. Statements of Activity

a-  GCONTRACTOR

shall pursuant to Article IV of the Agreement. render to
Non-Operator within thiry (30) days of the end of eacl
Calendar Quarter a Statemment of Exploration Activity
reflecting all- charges and credits related to the Lixplora
tion operations for that Quarter summarized by appro
priate classifications indicative of the nature thereof.



-’ a

\i‘;\\ 4.

BY st Sl wammCJJ{_}me@:w‘.y
PR R o e B{RUPIFCRT YWl
okl 240 OF & Lige 5 Al Je U ﬁ}b@fw&w.b
SO L 4k St LSS s aadi 5ty b ae e S

. 'iaql_,lb_ Q}{;-\.—.’ﬂl .

aﬁ__ul; N .4:! 15 Ya 4 w R o g (r) I A 4-:3\4’
2ol O iy LTS Lo s a8l T (v) U O 4

- -

I ( ) }L‘ > "'; :’L“J’" \,jj' * uqu GA (j)'- 54‘5 :.-.:1-;”
i 3T 3 gand w xS dE Olacldl O 55 8 Sl

,..,jm.u e uﬂ___'a.:_.;,a:i'ls;m sdn o gor + Jend! Sl fe
TPCAT-{ R\ S [ R | PSP PR WG LU | RN | R
v SOlhoalls

A e T 2 Gl o edl Gl blad {;1}; 45 (o)
AL ALY b 22 (1) O ae Ulg s dmoy d80ls
) A M S Ll el ST s et 1Y “l}m
_,:;#.f:.‘ 2 S all b ( ) AT 3 2 el adsl uc-Ij \ .:J;J.U e

3 A Ol deal 0 G Gl gl T Jalall ST Al e (Y
SO B WPV Y ;blmi; Mo s Slbead b 4511

o {3 ) Al LI d e spadi @ WL, SH
L3y




A SR CVARR PR AR X BT Ol of - JEE | PR WURYL X PN

e ———— -y P, e

b.

Operatng Company shall render to EGPC and CON T-
RAGTOR within fifteen (15) days of the end of ecach
Calendar quarter a Statement of Development and
Exploration Activity reflecting all charges and credits rela-
ted to the Development and Exploration operations for
that quarter stmmarized by appropriate classifications in
dicativ. of the nature thereof excent that items of control-
lable material and unusual charges and credits shaii be
detailed.

Adjustments and Audits

A,

bach Statement of Exploration Activity shall conciusively
be presumed’to be true and correct after three (3) morniths
tollowing the receipt of each statement by EGPC uniess
within the said three (3) months EGPC takes writtes
exception thercto pursuant to Article TV (£ of the Agree-
ment.  During said three (3) months period supporting
documents wiil be available for inspection hy EGPC during
all working hours, CONTRACTOR will have the same
audit rights on Operating Company statements as EGIC
under this sub-paragraph, .

Al Statements of Activity for Development for any
Galendar quarter shal] conclusively be presumed to L=
presumed to be true and correct three (3) months following

the receipt of such statement unless within the said three
(3) month period EGPC or CONTRACTOR takes written
exception thereto.  Pending exprration of said three (3)

months EGPC or CONTRACTOR or both of them shall
have the right to audit Operating Company accounts.

records and supporting documents for such quarter in the
-ame manner as provided in Article IV (f) of the Agree-
ment, '



u....alﬁ:“ FLLL‘.” I-L__Jb u.’ﬂj.‘.a.l L.-j L.E}L::—I a‘ u_/,_)[,,_,

-

VAAY Al Ul d x(C)) 3,5 Mo suall el i sl VP

el L i el 2l il

—— L

el Aol Al @5l Slisg ceedb asbet Dl sy el

n-&:»-..“ ;_JL:Y_’.“ ul_}y‘g-\: A 5_.}-1;:2-_3 (_)‘ A +C+r+C (_3 ;,«9:..“_‘9 4:4....“.: ‘L.._-::”::a-_}
QRPN S WP | PRV R P Y e w2l Sl aadl (5 L SO el

kel Lle Ol_aadl asi § .-j a2y ® ‘LJ..Q..., C).__._..,J.| 1__;‘-»\.: L_...;L_w_: ]
WJ” ;\f"‘” J:_.‘..I Lr-L...L:J ‘L.(:JJA}” b-b:..l‘ {_JL‘YJ.” L_:ul_)'},_j.} U'” Cgf‘i“ ‘L..-.::HJ
s OAs gl gl e S5 cadl @ el o5 el e sl
R ST SLY IS Y s o G AN DD By o ol

;:..Jul:. ilﬁJ u_B._i“ J.'_‘.‘J LQA.L? “L_C! .-u';\‘“ ﬂ-’t.‘:-;..“ .._.:«l.a}f ]l .;,l_}“ja.} ‘ ﬂ"}-fd

Ao yve acl !l (3 ¢ Z B RV I Jb_,.-.ulsdda)-h.w sV dloal
ﬁuwluuu‘_‘;-‘.ﬂ ﬁ«lerﬁindumJb-;_ﬁ.&y \:~L...p

U]JY_,.} Jl ‘L&ﬁ'};l a-&a:J.‘ uh‘y_, ;_,L,‘Yp _,:_m (_gj::-')” L_JLQ.L.” _ﬂ du _c::_H

D ddsy

A —— ———

%L‘J.Adju‘,”w;___a

e wge

(_g\ .":J,:-‘g ‘\“:nd
et s g 4.114; &JJ}O mlxaju"{.::J J| $> 8 u

e

P dens s e LY
‘,..._.._...:l;- l -*-U=1J| L}.\-ldu

e

f

4._}"}; k...aﬁ_p Ba ua.....ul:-_ll PLL...” | A ‘_L:-Jun.. 6 ‘_J ln.l‘_j ‘L..‘.g_” dlo.vl:

¥

!

» 4'-Ll,:.ﬂ_.....‘.--....I.I "'—"l':,",‘;_Jj‘ 5-“—_5..___,.‘..-‘3 L}JL

. _,l;.w\’! Lﬁl" uz.m ;___;l.;ll....«...:n-_.:‘r‘ J__,._,_:‘_-_: ! U v

¥

i —

S duj .’T _)'L*-:.-A-"’Y’I UJL G-JLS‘.QJ q___:ls L_&” “ 2
. La‘.m\,,'i J-" ‘3 xl;, ‘\fl a__;fl?- 421y ‘L.C..J elef




VYV aay e e Jof CE TSR o JES S P WU | AWV [

13

7.

ppp— e

Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any,
shall be kept in the A.R.E. in U.S. Dollarss All U.S. Dcliar
expenditures shall be charged in the amount expended. All
Egyptian Pounds expenditures shall be translated to U.S.
Dollars at the official buying rate of exchange issued by the
Central Bank of Egypt on the first day of the month in which
expenditures are recorded, and all other non-U.S. Dollar ex-
penditures shall be translated to U.S. Dollars at the buying
rate of exchange. for such currency as quoted by National
Westminister Bank Limited, London, at 10.30 am- 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

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of
the Agreement treating the same subject differently, then the

provisions of the Agreement shall prevail.

Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRAC-
TOR, this Accounting procedure may be revise from time to
time m the light of future arrangements.

No Charge for immterest on Investment

Interest on mvestment or any bank fees or charges shall
not, at any timc be charged as rccoverable cost under the

Agreement.



iy -y g mE e My e - b ol pei i gl ey, sl oy, ik e e gl e et A e

\AAY 4 MUj‘d t(C)J R Ta .M.Jl den L5 el VY

A ot iy b,

(Lfd\ SYERY )

L_;L.a_a....\l ¢ ubjf:z“ LJ..J[L....

Pl ——— i s e w e P m——— = e e g’

;I_,..-.; b ‘;u.EJuj c:;-k}j leﬁ“ L}A}"d o izﬁwvi U.-:_}.ﬁ.; d ;IL:T L...i Lﬂ.:_‘a
A g Oy ety CJUT ¢ Olhedb AW Sl B b o sl 6 sk
Z:ﬂ;:éi.ﬂ\ﬂ A (&uLJ‘ s>t flt(::'ﬂ L:B_g J.al.su_g L_:Jj'—‘; L:JL;_}_,,—Q.L‘JJ u:JL(;Jl a:kﬁ_a

:L i ﬁj.q;. L}c:, Jz; 9l ...b_b;j' }'\ Gl Y 4.9::\.! gj_..L.a x..;i:!\.ﬁ‘ ;_9\
N N . .t | - . i ‘ (2 -

L@ uw u.JLC.Jl_g AJLJI

o+ Oolkasdly T A5t 1 Jglall sl _)ﬁb Sbipe (1)
DI B o g alBA] AN G 8 dle Oaden cp ¢ CE g
B el s G o eS| 4 Al oyl ;__;LJJL S PR 3Ly
o Aaiai s Lgd O glow 9 4 BN sl U5 §o O gdmmb ot dﬁyl
Sl (6 BdaZas dale Aebue DI Sl M e
3 Sl et @ Us i - see ols L el e aldd
s 5 wbg e e BBl Wldl SOMaers Jalall Aokl
bl L s O 06 (¢) 5l (x) 5 A
SN sy Sls A Sl s Lo +&*(*7~L§ JJURESRY| R WY
D LI 2 LI | WIS B ol W PR WP S A R,
NN ('r'} Cod Ao ytlly Ll san Lehw

raa G S dia Lo Gl s il L (<)
¢ ey Ol Ll sl *1*'5’-*:“ oz —

9 4 E)J,__EU r,.l:...” r._a_.h”.(.r R ¢



VR NRAY e et BT S () e Yo ) s J 5

i

M - p—— el el ————

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES
Subject to the provisions of the Agreement, CONTRAGLIUK
shall alone bear and, directly or through Operating Company, pay

the following costs and expenses, which costs and expenses shali be
classified and treated in accordance with Article VII of the Agree-

Imert ;

1. Surface Rights :

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

force for the Area.

=

Labour and Related Costs :

A. Salaries and Wages of CONTRACTOR’s Operating
Company’s employees, as the case may be, directly enga-
sed in the various activities under the Agreement includ-
ing salaries and wages paid to geologists and other em-
ployees who are temporarily- assigned to and employed
such activities. Such salaries and wages to be certified by
a certified public accounting firm.

Reasonable revisions of such salaries and wages shail
be effected to take into account changes in CONTRAC-
TOR’s policics and amendments of Laws applicable ta
salaries. For the purpose of this paragraph 2, and parag-
raph 3, salaries and wages shall mean the assessible
amounts for A-R.E. Income Taxes, including the salaries
during the vacations and sick leaves, but excluding all the
amounts of the other items covered by the percentage

fixed under 3 below

B. For expatriate employees permanently assigned to Kgypt :

{. Al allowances applicable to salaries and wages ;

9. Cost of established plans ; and
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5. All travel and relocation costs of such expatriate em-
ployees and their families to and from the emplovee’s
country or point of origin at the time of employment,
at the ume of separation, as a result of transfer from
onc locati'n to another and for vacation {transporta-
tion costs for employees and their families transferr
ing from AR.E. to another location other than theu
counuy of ornigin shall not be charged to A.R.E.

Opcrations).

Costs under this sub-paragraph 2.B shall be equul o

seventy (70) percent except for employees.

whose families have not peen transferred to AR.E.,

in which case the percentage will be fifty (50) percent of
basic salaries and wages paid for ;uch expatriate personnel
including those paid durmg vacations and sick leaves as
established in CONTRACTOR’s i1nternational policies,
chargeable under Sub-Paragraph 2A, Paragraph 9 and
sub-paragraph 11.A and C of this Article II. -

However, salaries and wages during vacations sick
leaves and disability are covered by the foregoing oercen
tage. The percentage outlined above reflects CONT-
RACTOR's actual costs as of the Effective Date with
regard to the following benefits, allowances and costs :

1. Anticipated termination of lease contract in AR.E.
or abroad.

2. Houschold implements transportation in A.R.F. o-
abroad (round trip).

Clothing equipment allowances.

a

4.  Expenses connected with departure and arrnval of
emyployees and their fammlies.

5. Accruals of seniority indemnity-
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6. Charges for social security and insurance such as :

— Retirement plan

—  National Health Insurance

—  Unemployment msurance
—  Accident and disability Insurance
—  Extraordinary lnsurance

7 Contractual travel expenses of employees and thew
families.

8. Excess luggage
9 Recreational Allowances.

10. Medical assistance to employees and their families In
or outside A.R.E.

11. Housing and utilities allowances.

12.  Education allowance (children of expatriate emplo;
vees) and educational assistance:

12 Settlement allowance in or outside A.R.E.

14. Contribution for resettlement expenses at repa-
triation,

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

16. Any other costs, allowances and benefits of a like
nature as established m CONTRACTOR’s imterna

tional policies.

The percentages outlined above shall be reviewed at
intervals or three (3) years from the Effective Date and
at such time CONTRACTOR and EGPC will agree on

new percentages to be used under this paragraph.
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Revisions of the percentages will take mto considera-
tion variances in costs and changes in CONTRACGTOR'S
international policies which change or cxclude any of the
above allowances and benctits.

The revised percentages will reflect as nearly as
possible CONTRACTOR’s actual costs of all its <stabli-
shed allowances and benefits and of personnel transfers.

C. For expatriate employees temporarily assigned to Egypt
all allowances, costs of established plans and all travel
relocation costs for such expatriate as paid mn accordance

with CONTRACTOR’s international policies such costs

shall not include any administrative overhead other than
what is mentioned in Article 1T 11h.

D. Costs of expenditure or contributions made pursuant to
law or 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, Paragraph
9 and Sub-Paragraphs 11, A and 11.C of this Article I1.

3. Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits ot
a basis similar.to that prevailing for Oil Companies operating
in A.R.E., all as chargeable under Sub-Paragraph 2.A Parag-
raph 9 and Sub-Paragraphs 11.A and 11.C of this Article Il
Severance pay will be charged at a fixed rate applied to pay-
rolls which will equal an amount equivalent to the maxirmui

liability of severance payment as required under the A K.I.
labour Law-

4. Matenal

Material, equipment and supplies purchased or furnished
as such by CONTRACTOR or Operating Company.
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a. Purchases

Material, equipment and supplies purchased shall be

at price paid by CONTRACTOR or Operating Company
plus any related cost and after deduction of all discounts

actually received.

b, Material Furnished by CONTRACTOR

Material required for operations shall be purchased

directly whenever practicable, except that CONTR-
ACTOR may fumish such material from CONTR-
ACTOR’s affiliates stocks outside the AR.E. under the

following conditions:

1.

2.

New Material (Condition “A™)

New materlal transferred from CONTRAC-
TOR’s affiliates warehouse or other properties shall be
priced at cost, provided that the cost of material
supplied is no higher than nternational prices for

material of similar quality supplied on similar terms,
prevailing at the time such material was supplied.

Used Material (Gonditions “B*” and “C7)

2 Material which is in sound and serviceable condi-

tion and is suitable for re-use without recondition-

ing shall be classed as Condition “B? and priced -

at seventy-five percent (75%) of the price of
new material.

b. Material which cannot be classified as Condition
“B>> but which is serviceable for original function
but substantially not suitable for reconditioning,
shall be classed as Condition “C” and priced at
fifty percent (50%) of the price of new material

c. Material which cannot be classified as Condition
“B” or Condition “C” shall be priced at a value

commensurate with 1ts use.
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d. Tanks, buildings and other equipment mvolving
erection costs shall be charged at applicable

percentage or knocked-down new price.

c. Warranty of Matcrials furnished by CONTRACGTOR

CONTRACTOR does not warrant the material fur-
nished beyond or back of the dealer’s or manutacturer’s

guaranty; and in case of defective material, credit shall
not be recorded until adjustment has been received by
CONTRACTOR from manutacturers or their agents.

5. Transportation and Employee Relocation Costs:

A) ‘Transportation of cquipment, materials and supplies ne-
cessary the conduct of CONTRACTOR’s activities.

B) Business Travel and Transportation expenses to the extent

covered bv established policies of CONTRACTOR or
with regard to Expatriates and Nationals, as incurred and

paid by, or for, emplovees in the conduct of CONTRAC-
TOR’s business.

C) Employees transportation and relocation costs for National

employees to the extent covered by established policies.

6. Services

a. Outside services. The costs of contracts for consultants.

services and utilities procured from third parties.
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b, Cost of services performed by EGPC or by CONTRAC-

TOR or their Atfiliated Companies in facilities inside or
outside the A.R.E. regular, recurring, routine  ser-
vices, such as interpreting magnetic tapes and/or other
analyses, shall be performed and charged by EGPC
and/or CONTRACTOR or their Affiljated Companies
at an agreed contracted price. Major projects ‘nvolving
engmeering and design services shall be performed by
EGPC und/or CONTRACTOR or their Affiliated Com-
panies at a negotiated contract amount. Use of EGP(s
CONTRACTOK s or their Affiliated Companies’ wholly
owned equipment shall be charged at a rental rate com-
mensurate with the cost of ov.nership and operation, but
not m excess of competitive rates currently prevailing in

the A.R.E. for Exploration, CONTRACTOR’s and its

Affiliated Companies’ rates shall not include anv acmini-
strative or overhead costs other than what IS mentioned in

Article IT 11 (b).

Damages and Losses

All costs or expenses, necessary to replace or repair dama-
ges or losses incurred by fire, flood, storm, theft, accident or
anv other cause not controllable by CONTRACTOR or Ope-
rating Company through the exercise of reasonable 'diligence.
CONTRACTOR or Operating Company shall furnish EGPC
written with notice of damages or losses incurred in excess of
ten thousand (10,000) U.S.Dollars per occurrence, as soon as

Practicable after report of the same has been recejved bv
CONTRACTOR or Operating Companv.

Insurance and Claims

The cost of any public hability, property, damage and othe;

Insurance against liablities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or outsiders as mav be required bv the laws. rules and re.
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gulations of the GOVERNMENT or as the parties may agree
upon. The proceeds of any such insurance or claim collected

shall be credited against operations.
If no insurance is carried for a particular risk, all related

actual expenditures incurred and paid by CONTRACGTOR or
Operating Company in settlement of any and all losses, claims,
damages, judgements and any other expenses, including legal

Services.

9. Indirect Expenses

Camp overhead and facilities such as shore base, ware-

houses, water systems, road systems, salaries and expense of
field supervisory personnel, field clerks, assistants, and other

general employees indirectly serving the Area.

10. Legal Expenses

All costs and expenses of litigation, or legal services other-

wise necessary or cxpedient for the protection of the Area
including attorney’s fees and expenses as hereinafter provided,

together with all judgements obtained against the parties or any
of them on account of the operations under the Agreement,

and actual expenses incurred by any party or parties hereto m
securing evidence for the purpose of defending against any

action or claim prosecuted or urged agamst the operations or.
the subject matter of the Agreement. In the event actions or

claims affecting the interests hereunder shall be handled by
the legal staff of one or more of the partics hereto, a charge

commensurate with cost of providing and furnishing such ser-
vices may be made to operation.

11.  Administrative Overhead and General Expenses
a. While CONTRACTOR is conducting Exploration acti-
vities, cost of staffing and maintaining CONTRACTORs

head office in the A.R.E., and or other offices established
in the A.R.E. as appropriate other than field offices which
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will be charged as provided in Article I, paragraph 9

above, and excepting salaries of employees of CONTR-
ACTOR who are temporarily assigned to and directly
serving on the Area, which will be charged as provided
in Article II, paragraph 2 above. -

§
CONTRACTOR’s administrative overhcad outside the
A.R.E. applicable to the AR.E Exploration operation

which will be charged each month at the rate of five perc-
ent (%) of total Exploration expenditures while CONTR-
ACTOR is conducting Exploration activities, Administ-
rative overhead outside A.R.E. will not he charged while
Operating Company 1s conducting Ixploration activities.
No other direct charges as such for CONTRACTOR’s
administrative overhead outside the AR.E. will be applied
agamst the Exploration obligation. Examnples of the type
of costs CONTRACTOR 1 incurring and charging
herecunder  due to  activitics under the Agreement and

covered by said percentage are :

1. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems

Purchasing - Procuring matcrials, equipment and. sup-
plies. |

4. Exploration and Production Directing, advising and

controlling the entire project.

5. Other department such as legal, comptrollers and

engineering which contribute time, knowledge and
experience to the operations.

The foregoing does not preclude charging for direct

service under sub paragraph 6.h of this Article 11.
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. While Operating Company is conducting activitics, Opcra-
ting Company’s personnel engaged in general clerical and
otfice work, supervisors and officers whosc time is generally
spent 1n the main office and not the field, and all emplo-
yees generally considered as general and administrative and
not charged to other types of cxpense will be charged to
operations.  Such expenses shall be allocated cach month
between Exploration and Development operations accord-

mng to sound and practicable accounting methods.

12. Taxes

All taxes, duties or levies paid in the A.-R.E. by CONTRAC:-
1TOR or Operating Company with respect to this Agreement
other than those covered by paragraph (f) (1) of Article 1! of
the Agreement. '

13.  Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the Agree-
ment and mcurred exclusively in the A.R.E. after Operating Com-
pany is fromed- No sales expenses incurred outside or 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 Arti-
cle 11, incurred by CONTRACTOR or Operating Company under
approved work Programs and Budgets.
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N

ARTICLE 111

INVENTORIES

Periodic Inventories Notice and Representation

At reasonable intervals as agreed upon by EGPC and CO

NTRACTOR mventories shall be taken by Operating Cornp-
any of the operations materials, which shall include all such
material, physicaj assets and construction projects. Written no-
tice of intention to take inventory shall be given by Operating
Company to EGPG and CONTRACTOR at least thirty
(30) days before any inveatory is to begin so that EGPC

and CONTRACTOR may be represented when any inventory
1s taken. Failure of EGPC and/or CONTRACTOR to be re-

presented at an inventory shall bind them to accept the invento-
ry taken by Operating Company, who shall in that event fur-

mish the party not represented with a copy thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by GONTRAC-
TOR and EGPC, and a list of overages and shoriages shz!l he
jointly determined by Operating Company and CONTRAC-
TOR and EGPC, and the inventory adjusted by Operating Co-
mpany.

ARTICLE IV

COST REGOVERY
Statements of Recovery of @gstu and of Cost Recovery Cirude
Oil |

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agrcement, render to EGPC as promptly as practicable but not
later than fifteen (15) days after receipt from Operating Co-
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mpany of the Statements for Development and Exploratio
Activity for the Calender Quarter a statement for that Quars-
er showing:

i. Recoverable costs carried from thc previous guarter, if ans

ii. Recoverable costs mcurred and paid durmmg the quarter.

iii. Total recoverable costs for the quarter (i) + (i)

iv. Value of Cost Recovery Crude O1l taken and separately, is-
posed of by CONTRACTOR for the quarter.

. Amount of costs recovered for the quarter.

vi.  Amount of recoverable costs carried mnto the succeeding
quarter, i anv.

vii. Excess, if any, of the value of Cost Recovery Crude Ou

taken and separately disposed of by CONTRACTOR over
costs recovered for the quarter.

Payments :

If such statement shows an amount due EGPC, paymeiit
of that amount shall bc made in U.S.Dollars by CONTRAC-
TOR with the rendition of such statement. If CONTRAGC-
TOR fails to make any such payment EGPC on the date when
such payment is due, then CONTRACTOR shall pay an mn-
terest of 2.5 % higher than the London Interbank Borrowing
Oftered Rate (LIBOR) for three (3) months U.S. Dollars de-

posits prevailing on the date such interest is calculated. Such
mterest payment shall not be recoverable.
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3.

Settlemet of Excess Cost Recovery Crude Ol :

EGPC having the richt to take its entitlement of €Xcess

Cost Recovery crude Oil under Article VII sub-paragraph (a)
of the Agrecment, in kind during the said Quarter. A settle-
ment shall be required with the rendition of such statements
in case Contractor has taken more than its own entitlement of

such excess.

Audit Right :

EGPC shall have a period of twelve (12) months from
receipt.of any statement under this Article IV m wiach to
qudit and raise objection to any such statement. EGPC and

CONTRATTOR shall agree on any required adjustments.
Supporting documents and accounts will be available to EGPC:

during suid twelve (12) months period.

ARTICLE V

CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Conirol Accounts :

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures reported
on Statements of Activity prepared per Article 1.2.A herec,
less any reductions agreed to by EGPC and CONTRACTOR
following written exceptions taken by a Non-Operator pursuant
to Article 1.3.A hereof in order to determine when minimumn

Exploration Obligation have been met.



- 4

Py T

VRAY A el dst G s 5 Y el s ol L O A

Ry

DUl ol Lot ;_:é‘ja cl> ¥

| L . ey .
J.L__,aﬂ u,.all.::':j.}\ L_‘_{L_.M.?-:.H_g A J!JJ_..M‘ '-t:&lji. bL.‘...a-- ;_j_ghll.l JE
Pl i L Mars b Ao Sb o sl at Hsas I e ol él.:ﬂ .3 1
e Do O oAl sl LN JaL;;-_H G 051.-511 Lotz 3 Ll

——

A s AT s 2 Sliddly Sl alls I Lo g Gl
G oliddly s ally GG wd ol Sl Il el de e dydesd

-

Tt b el A Ol
. CL-D-'_-H ol
o b tdl d lae G Al Dad
o Qs i i
. AN AR ie d Oblo i

G0z tdst L Gt seaadl B0 sl bl Colll ud
. - * st " "q.._._ "

-

o AU S zuY Laasll abl s 1 dadla



\ ﬁq \c\f'ﬁ\ d‘*“-"’ ___,-:-"‘"--*—-:--*' JjT d ((C)ﬁ} )J;:aﬂ ro .:’-X-ﬂ-,” —_— 4--4.-.#_;” a-lfj.,&“

2. Cost Recovery Control Account

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account tc controf therein the amount

of cost remalning to be recovered, if any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude Oil, if

ary,

3. Major Accounts

For the purpose of classifving costs, expenses and expencdi-
tures for cost recovery as well as for the purpose of establishing

when the Lxploration Obligation has been met, costs, expenses
and expendifures shall be recorded in major accounts mcluding

the following
Exploration Expenditures

Development Expenditures other than Operating Expenses

Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CGONTRACTOR
the cxtent necessarv for the control of recovery of costs and the

treatment of Cost Recovery Crude Oil.
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