& NAAY 4o P ‘_}-,i (Jh) 5 S Y’a Al w)l st 2l

VAAY) 4 Vo ,‘;J O};\;
\

M*’ wdl 3dy 20 2333 CHW o3l (el ey AW e A
JLJJ 6}#} L}})‘?U mL-Jl Sfﬂﬂj J),H:»L AALA“ d.:fal\ if_:&\
JI‘ Adl2ia (3 ADWiel s J,;Ji OF L:—.Ji Ot‘ 3 n.L.:LJ__g'{u L;"_,j'

xill gt
af_)jé}*\ B
- bh_;-".wﬂ‘; -k;_j A *«-42.: ‘_;SI\ C_}_g.ilin l..:.-?.:n“ wl‘{: J_};

<A Jh;‘.&s” d}f‘“_f)},’cl"')u ;.\ 1)}51 lﬁiwbjmu uﬂ?"g—— \ #.3\

.

E-—n?tu li_}_"uﬂ_’-ﬂ d‘: uﬁ.f.,-_’d}_;\..bd.ﬁu‘ﬁ “}d}}”iﬂwlﬂfﬂl .L\
w‘)l L}fﬁﬂu Lﬂ.'_’ J.:}._..n Gl% A:_J' ....:n J ‘ ﬂ..u.iml d del.Jh..# d_,f,:“
e aamlll 3 R

n.-l!h ‘:)JK.T_, [_)‘,ili]\ 5}3 lﬁs;U ‘L’}j‘:"” d ;_})k}“ VK:-;)U L}ﬁf v T ;JL‘
C U . fsip.iu. Ll

:)u Jul U:H Ot & SRR ) ;.xiji:\ 2 ol e i — yaske
: a,lf

U e e 0 Ry ¢ ) A 05 s s

( VAAY < ralia Jﬂ) Vv ) A ednall gD ¥ L_'ai{_;_,d—'\ LL?{J.L.-

Q‘J\ﬁ#ll )J';T



VAAY 4l pealn ol (59( ) p @ \‘o dondt L den I 33 el =

iy pe—

p\)ﬂl :&:5\41\
hazats Sy pdl e S
Ay il s Y544 e 2
J,,;:.U 4 )] 3-;;.:::“ li:.ﬂ-\J
J gyl aalal :@};J; p

(@)« ) <l 8l as s Jby 43;,,;:}
Jﬁi}m” E;lﬁ- 4{.}?::“ d.ﬂi Al J’.

et e o o8 e galadl p ol 8 SV sd s &), o

s lede ijL!:»,,)iai___.h. A e by g s B e \QAY L
Loasel ms it LA Gl &l -L.J!_g«((g 4o ol » oF 2 TR
¢ bass Or e &:E L.: Ya0A At \y ﬁa_, O ¢ D g ol 35;35
a5 2y ol LW, ¢ (Tdly b s ke Gl )
35'_,.31 ’rJu"Lafél«-Jf-uﬂﬂj) £t 't)) “!_,BL,.,:-_,M wﬁ'u}:b
Lb 4. Ls_gmauafﬂuaj(ml*wl)ub_}}\m;f(_jb_,,_aa((mwl

o (€ Jslall y CIb 5y b led lede Glla g ) Lus 5 o9l 40

: (,5‘""}“ Fyy;

T i —— - —

H‘J U.:J-\j_};..\;u .,A-iﬁ.ly lﬂﬁ‘l&d\‘\@\”h‘.]'\\,t,)dywldi%
J}l:a-u_g E,':--L.I.‘ e..':}:_s-_,.“ J_QJ.‘_.." cls d Lq.: ¢ ‘AL_);“ J‘JH 4_slS oY
l._.g»{&lj' LBU_Q_, (_?. C_-'!-l_’,” J:>;:_H tib_j A 4-:-».4.13‘ - ".B” oLM le.s Lg- La_l ( 'E‘T*C
. d.J_gJJJ Slle ‘L_.;._lj,‘w l‘bL‘ Z’)B' -XL:.U:,
g
'if.-?......lt l.g.._l.: j}@L r‘j:” ulﬁ U_’.‘.‘ZP:_U g:-l!z.l ;'_'....443.? -\; de..._g_“ ;’:l L&j
GLI UL G W Sl SLll cb ©15 § st Js I e
nl:L_..p Lj.anU (L___;) L:‘:"J‘U (j {f_aj:.: c..};:"“'i" LE‘; (T) dxlil (_?: 25_9-*-&? 5-“;! '
o Leta e U Ny L3



VARAY di il dsl (6 (2) LS o ol das J1 Sy o)

CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
GENERAL PETROLEUM COMPANY

AND
TOTAL PROCHE ORIENT (S.A.)

IN
AMAL AREA OFFSHORE GULF OF SUEZ

T'his Agreement made and entered on this twenty first day of
Sept, 1981 by and between the ARAB REPUBILIC OF EGYPT
(hereinafter referred to variously as “A.R.E.” or as the “GOVERN-
MENT?”), the EGYPTIAN GENERAL PETROLEUM COR-
PORATION, a legal entity created by Law No. 167 of 1958 s
amended (hercinafter referred to as “EGPC™), GENERAL PET-
ROLEUM COMPANY, a legai entity created under the Laws of
AR E. (heremafter referred to as “GPC” and TOTAL PROCHEF
ORIENT (S.A.) a company organized and existing under the laws
uf FRANCE (hereinafter referred to variouslv as TOTAL or as
“CONTRACTOR™),

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended. established ‘that
all raw materials, including petroleum, existing in mines and qriar-
ries in the A.R.E. including the territorial waters, and in the sea bed

subject to its jurisdiction and extending beyond the territorial waters,
arc the property of the State, and

WHEREAS, EGPC has applicd for an exclusive concession for
the exploration and exploitation of petroleum in and throughout the
area reterred to in Article 11, and, descsibed in Annex “A” and shown

approximately on “B” which are attached hereto and made part
hercof, and
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WHEREAS, CONTRACTOR agreecs to undertake its obliga-
tions provided heremnafter as CONTRACTOR with respect to the
exploration, development and production of petroleum in said Area,

and
WHEREAS, the GOVERNMENT desires hereby to grant
sucly concession; and

WHEREAS the Minister of Petroicum pursuant to the pro-
visions of Law No. 86 of 1956, may enter into concession agreement

with EGPC and with TOTAL as a CONTRACTOR, for the
petroleum operations referred to in the preceding paragraph in the

Arca hereinafter referred to.
NOW, Therefore, the parties hereto agree as follows

ARTICLE 1
DEFINITIONS

(2) “Exploration™ shall include such geological, geophvsical, 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 appraisal of petroleum discoveries and other related holes

and wells, and the purchase or acquisition of such supplies, ma-
terials and equipment therefore, all as may be contained in the

approved Work Programs and Budgets, The verb “explore™
means the act of conducting exploration. |

(b} “Development” shall include, but not be limited to all the opera-
tions and activities under this Agreement with respect to :

1} the drlling, plugging, deepening, side tracking, redriling,
completing, equipping of development wells, the changing of
the status of a well from o1l well to water well and vice versa

and
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() Design, engineering  construction, installation, servicing
and maintcnance ol equipment, lines, systems, facilities,
plants and related operations to produce and onerate said
wells, taking, saving, treating, handling, storing, flaring,
transporting and delivering petroleum repressuring. recy-

chng and other secondary recovery projects, and

(111) transporwation storage and anv other work or activitics
necessary or ancilary to the activities specified in (i) and

(11).

(¢) “Petroleum™ means liquid crude oil of various densities, asphalt,
gas, casmnghead gas and all other hvdrocarbon substances that
may be found m and produced, or otherwise obtained and
saved from the arca under this Agreement, and all substances
that may be extracted thervefrom.

(d) “Liqud Crude O1il” or “Crude Oil” or “Oil” means any
hydrocarbon produced from the Area which is in a liquid state
at the welllead or lease separators or which is extracted {rom
the gas or casinghead gas in a plant.  Such torm includes dis-
tillate and condensate.

(e) *“Gas” is natural gas both associated and non-assoclated,
and all of its constituent elements produced from any well in
the Arca and all non-hvdrocarbon substances therein. Said term

shall include residual gas,

f L4 ) . .

) A “barrel” shall consist of forty-two (42) United States zalions
liquid measure, corrected to a temperatur: of sixty degrees (G0)
‘ahrenheit.
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(g) “Commercial Well” means the first well on any geological
teature which after testing for a period of thirty (30) consecu-
tive days where practical, but in any cvent in accordance with
sound and accepted industry production practices, and verified
by LGP, is found to be capable of producing at the average
rate of not less than Two Thousand (2,000) barrels of oil per
day (BOPD). The date of discovery of a2 “Commercial Well”

1s the date on which such well is completed and tested accordin s
to the above.

(i "ARE.” means ARAB REPURT I OT TQVET.

() “Effcctive Date” means the date on which this Agreement 1s
signed by the GOVERNMENT, EGPC, G.P.C. and CON-
TRACTOR. after the relevant law is issued.

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

(k) “Financial Year” means the GOVERNMENT s financial year
according to the laws and regulations of the A.R.E.

{f} *“Tax Year”means the period of twelve ! '2) months according
ta the laws and regulations of the A.R.E.

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

(1)  The share capital, conferring a majoritv of votes at stock-
holders’ meetings of such company, of which is owned
directly or indirectly by a party hereto:
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(i1} Which is the owner directdy or indirectly of share capitas
conterring 4 majority ot votrs at stockholder’s ineeting of

a party hercto; or

(1) Whose share Capital conferring a majority of votes at
stockhoiders” meetings of such company and the share
capital conferring a majority of votes of stockholders’ meet-
ings of a party hereto are owned directly or indirectly by the
same compary.

L

(n) Joint Company means the Company defined in Annex D.

(0) Operator means the Company operating accordinglv to Annex

F,
ARTTICLE 11
ANNEXLES TO THE AGREEANMENT

Annex “A” 15 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 : 100,000 mdicating the Area covered and affected hv this Agree-
ment and described in Annex “A”.

'

Annex “C” is the form of a Letter of Guaranty to be issued hv
the National Societe Generale Bank, Cairo, Egypt, and to be sub-

mitted by the CONTRACTOR at the time of signature by the
Mmister of petroleum of this Agrcement for the sum of six millicn
(6.000,000) U.S. dollars, guaranteeing the execution of CONTRAC.-
TOR’s minimum exploration obligations hereunder for the first two
(2} vear exploration period.

Such guaranty shall remain effective for six (6) months after
the end of the said two (2) year period except as it may be released

prior to that time in accordance with the terms thereof.
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Annex “D” is the form of a Charter of the Joint company to be
tormed as provided for in Article VI hereof,

Annex “E” is the Accounting Procedure.

Annex “F” participating option and Operatorship.

Annexes “A”, “B”, “C”, “D”, “E”, and “F”, to this Agreement are
hereby made part hereof, and they shall be considered as having
cqual force and effect with the provisions of this Agreement. In
the event of any inconsistency or conflict between provisions of Annex
“LL” and provisions of this Agreemeut with respect to the same sub-
ject, then the provisions of this Agreement shall prevail.

ARTICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and TOTAL as
CONTRACTOR subject to the terms, covenants and conditiot:s
set out n 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 described in Annexes “A” and “B”.

(@) The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royalty in cash or in kind of Ten (10) percent ot
the total quantity of petroleum produced and saved from the
Area during the development period including renewal.  Said
royalty shall be borne and paid bv EGPC and shall not be the
obligation of the CONTRACTOR. The payment of rovalties
by EGPC shall not be deemed to result in income attrihutabie
to the CONTRACTOR.

(b) An initial exploration period of two (2) years shall start from
the Effective Date. Two (2) successive extentions to the initial
exploration period of One (1) year on the entire area shall be
granted to CONTRACTOR at its option upon ninety days
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prior written notice to EGPC and subject only to its having ful-
filled its obligations hereunder for the preceding period.  Lhe
Agrecment shall be terminated if no commercial discovery 1s
established by the end of the fourth (4th) year of the explora-
tion period or upon the completion of drilling and testing of
any well actually drilling or testing at the end of the foar (4)
year exploration period, but shall not exceed this period by
more than six (6) months.

The clection by EGPC to undertake a sole 1isk venture
under paragraph “C” immediately hereafter shall not extend
the exploration  period nor affect the termination of the Agree-
ment as to CONTRACTOR.

e}y “Cemmercial Discovery” : Alier discovery of a cemmescial
well, CONTRACTOR shall undertake, as part of its explor-
ation prooram  the appraisal of the discovery by drilling one
or more additional wells, to determine whether such discovery
s worthv of being developed commercially, taking into consider-
ation the rccoverable reserves, production, pipeline and terminal
facilitics required, estimated crude oil prices, and all  other

relevant technical and economic {actors.

A Commercial Discovery mav consist of one producing
reservolr or a group of producing reservoirs which after ap-
praisal 1s worthy of being developed commercially.

CONTRACTOR shall givé notice of a Commercial Dis-
covery to EGPC immediately after the discovery if considered
by CONTRACTOR to be worthy of commercial development
but 1n no event not later than the completion of the sccond ex-
ploration appraisal well, or twelve months following the date
of the discovery of the commercial well whichever is carher;

except the CONTRACGTOR shall also have the right o oive
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such notice of commercial Discovery with respert to any reser-
voir or reservoirs even if the well or wells thereon are not
“Commercial” within the definition of “Commercial Well” i,
in its opinion, a group of reservoirs constdered collectivelly.

could be worthy of development, Following receipt of such
notice EGPC and CONTRACTOR shall meet and review ali
appropriate data with aview to mutually agreeing upon the
existence of a Commercial Discovery. The date of Commer-

cial Discovery shall be the date EGPG and CONTRACTOR

mutually agree that a Commercial Discovery exists.  In  the
event that no commercial production in regular shipments from
a Commercial Discovery of Crude Oil is made within two (2]
years from the date of Commercial Discovery, then the blocks
concerned with such discovery shall immediately be surren-

dered.

If crude oil is discovered but is not deemed by CONTRAC-

TOR to be a Commercial Discovery under the above pro-
visions of this paragraph (c), EGPC shall, one (1) year after
the expiration of the period specified above within which GON:-
TRACTOR can give notice of Commercial Discovery, or
eighteen (18) months after the completion of a well not conside:-
red a “Commercial Well” have the right, following sixty 0}
days notice in writing to CONTRACTOR, at its sole cost, risk
and expense, to develop, produce and dispose of all Crude Ol
from the geological feature on which the weii has heen drilled.
Said notice shall state the specific area covering said geological
feature to be developed, the wells to be drilled, the production
facilities to be installed and EGPC’s estimated cost thereof. With-
in thirty {30) davs after receipt of said notice CONTRACGTCOR
mav. in writing, elect to develop such avea as provided for m
the case of Commercial Discovery hereunder. In such event all
terms of this Agreement shall continue to apply to the specitied

AX¢a.

1 CONTRACTOR clects not to develop siich area, the spect-
fic area covering said geological feature shall be set aside for

sole risk operations hy EGPC.
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In the event jomnt Company reterred to m Article VI has come
into existence, EGPC shall be entitled to have Joint Company
perform such operations for it at EGPCG's sole cost, risk and ex-
pense. When EGPC has recovered from the Crude Oil produced
from such specific arca a quantity of Crude Oil equal 1n value
to three hundred (300) percent of the cost it has incurred m car-
rymg out the sole risk operations, CONTRACTOR shall havc
the option, only 1 the event there has been a separate Commer-
cial Discovery, to sharc i further development and production
of that specific area upon paying EGPC one hundred {100) per-
cent of such costs ncurred by EGPC, Such one hundred (100)
percent payment shall be recovered by GONTRACTOR from
Cost Recovery ‘Crude Oil in the normal manner for the reco-
very of expenses under Article VII {a). Immediately following
such payment the specific area cither (i) revert to the status of
an ordinary development lease under this Agreement and there-
aricr shall be operated in accordance with the terms hereof: or
) alternativelv, in the event that at such time EGPC or its
atfihated company is conducting all development opera-
toms in the area at its sole expense and EGPC elects to
continue operating, the area shall remain set asid and CONTR-
ACTOR shall only be entitled to its production sharing DCITen:t -
age of the Crude Oil as specified in Article VII (b) below: The
sole risk Crude Oil shall be valued in the manner provided in
Paragraph (c) of Article VIL Tn the event of anv termination
of this Agreement under the provisions of paragraph (b) above
this Agreement shall, however continue o apply to EGPC's
operation of any sole risk venture hereunder, althouch such
Agreement shall have been terminated with respect to CONT-

RACTOR pursuant to the provisions of said paragraph (b)
above.
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(d) The development period shall be twenty (20) years from the
date of the first Commercial Discovery. This period may be
renewed 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 development

lease or leases shall be mutually agreed upon by EGPC and

CONTRACTOR and be subject to the approval of the Minister
of Petroleum.

Such area shall then be converted automatically into a deve-

lopment lease or leases without the issuance of any additionzl
legal instrument or permission.

Development operations thereafter shall be started prom-
ptly by Joint Company and be conducted in accordance
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to he tully developed.
Iy the event no commercial production of Petroleum In regular
slipments is established within three (3) vears from the date of
Commercial Discovery, the block shall immediately be surren-
dered. This three (3) years time limit shall not apply to a Com-

inercial Discovery of non associated gas which shall be subiect
to the provisions of Article XXVII.

fe) CONTRACTOR shall bear and pay all the costs and experl-

ses required In carrying out all the operations under this Agre-
ement but such costs and expenses shall not inchide any interest
on investinent, and CONTRACTOR shall look only to the

Petroleumn to which it is entitled under this Agreement to recover
such costs and expenses.

Such costs and expenses shall be recoverable as provided m
Article VIT.  During the term of this Agreement and its renc-
wal, the total production achieved in the concliuct of

such opera-
tions shall be divided between EGPC

and  CONTRACTOR
In accordance with the provision of Article VIT
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CONTRACTOR shall be subject to the laws 1 force 1
the A.R.E. and the political subdivisions thereof, which

impose taxes on or are measured by income or profits, io-
cluding those laws imposing the commercial and industrial
profits tax, municipal tax, defense tax and national security

tax on income and dividends paid with respect to share-
holders (hereinafter referred to as “A.R.E. Income Taxes”),
and except as otherwise provided in the Agréement, shall
comply with the requirements of such laws with respect to
the filing of returns, the assessment of tax, and the keeping
for review by authorised persons of books and records.

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

2 result of CONTRACTOR's activities under this Agree-
ment shall be the responsibility of EGPC.

It is cxpressly agreed and acknowledged that EGPU's
share of the volume of crude oil determined wunder
Article VII includes a volume of crude oil to meet the
CONTRACTOR’s AR.E. Income Taxes as described
above in this paragraph (f) (1). EGPG agrees that pro-
ceeds from such crude oil volumes will be used to meet
CONTRACTOR’s Income Tax liability in A.R.E. as and

when due.

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

(i) The total of the sums received by CONTRACTOR

from the sale or other disposition of all Crude Oil
acquired by CONTRACTOR pursuant to Article VII,

paragraphs (a) and (b);
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(a) The costs and expenses of CON'I_'RACTOR
which are allowed to be recovered in the Tax
Year under paragraph (a) of Article VII; and

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

(a) (2);

PLUS

(11) An .ﬁmount equal to CONTRACTOR’s AR.E. 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 reccived by EGPC frem the sale or other dis-
position of its share of the Crude Oil.

4. EGPC shall furnish to CONTRACTOR the proper official

receipt evidencing the payment of CONTRACTOR’s
A R.E. Income Taxes, within sixty (60) days following the

receipt by EGPC of CONTRACTOR’s tax declaration for

the preceding Tax Year. Such receipts shall be issued by

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

(g) In calculating its A.R.E. Income Taxes, EGPC shall be entitled

to deduct royalties paid by EGPC to the GOVERNM ENT and

the AR.E. Income Taxes of CONTRACTOR paid by EGPC
on CONTRACTOR’s behalf.
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ARTICLE 1V

WORK FROGRAM AND EXPENDITURLES DURIN{G
EXPLORATION PERTOD

(a- CONTRACTOR shall commence exploration operaticns here-
under not later than six 6} months zfter the Effective Date.
Not later than the end of the eighteenth (18th) month after
the Effective Date, CONTRACTOR shall start exploration
drilling in the Area, with a commitment of arithay one (1)

Well during the initial exploration period.

EGPC shall make available for contractors use all seISmic,
well and other exploration data, in EGPC’s possession  with
respect to “‘the” Area’.

) The initial exploration period shall be two (2) vears, CONT-
RACGTOR mav extend this exoleration period for two (21 (-
ditional periods in accordance with Article 111 (b) upon a
ninety (90) days prior written notice to EGPC subject to its
expenditure of its minimum exploration obligations for the then
current period.

CONTRACTOR shall spend a minimum of six million
(6,000,000) U.S. Dollars on exploration operations and Acti-
vities related thereto during the initial two (2) years exploration
period, including drilling of one (1) well.  For the two (2) ad-
ditional period of one (1) year respectively that CONTRAC-
TOR clects to extend heyond the initial exploration period
CONTRACTOR  shall spend  a minimum of six million
(6,000,000} US. Dollars per additional period.
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Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial two ¥
years exploration period or during any period thereafter, the
excess may be subtracted from the minimum amount of Money
required to be expended by CONTRACTOR durmg auy suc-
ceeding exploration period as the case may be.

In case CONTRACTOR surrenders its cxploration obliga-
tions in this Agreement as set forth above before or at the end
of the second (2nd) year of the initial period, having expended
less than the total sum of six million (6,000,000) U.S. Dollars

on exploration or in the event at the end of the second (2nd)
year CONTRACTOR has expended less than said sum in the
Area, an amount equal to the difference between the said six
mullion (6,000,000) U.S. Dollars and the amount actually spent

on exploration activities shall be paid by CONTRACTOR to
EGPC at the time of surrendering or within three (3) months

from the end of year of the initial exploration period, as the
case may be. Any expenditure deficiency by CONTRACTGR
at the end of any additional period for the reasons above. noted
shall similarly, result in a payment by CONTRACTOR to
EGPC of such deficiency, provided this Agreement is still in
force as to CONTRACTOR, CONTRACTOR shall be entit-

led to recover any such payments as exploration expenditure in

the manner provided for under Article VII in the event of

commercial production.

Without prejudice to Article III (b), in case no Commercial

Discovery is established by the end of the fourth (4th) vear, or
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in case CONTRACTOR surrendcers its ex;zlf.u'ation obligations
ander this Agreement prior to such time;, EGPG shall not bear
any of aforesaid expensces spent by CONTRACTOR.

At least four (4) months prior to t:e beginning of each vear or
at such other times as may mutually be agreed to hy EGPC
and CONTRACTOR, CONTRACTOR shall prepare an Ex-
ploration Work Program and Budget for the Area setung torth
the exploration operations which CONTRACTOR proposes to

carry out during the ensumg vear.

During the exploration period, such Work Program and Bud-
get shall be at least sufficient to satisfy CONTRACTOR’s mini-

maun expenditure obligations {or the period 1t covers, takuig mnto
account any credits for excess expenditures by CONTRAC-
TOR’s in prior exploration period.

The Exploration Work Program and Budget shal’ be :evie-
wed by a jomnt commuttee to be established by 1. :PC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee. hereinafter referred to as the “Exploration
Advisory Committee”, shall consist of six (6) members, three
(3) of whom shall be appointed by EGPC and three 3! bv

CONTRACTOR. The Chﬂiﬂﬁaﬂﬁf %h@EA:pl@f&ﬂMd&M _,

(Comrnittee shall be designated by EGPC from among the
members appointed by it.

The Exploration Advisory Committec shall review and give

such adwvi€e as it deems appropriate with respect to the proposed
Work Program and Budget. Following review by the Explora-
tion Adwvisorv Committee. CONTRACTOR shall make such

revisions as CONTRACTOR deems appropriate and submit the
fxploration Work Program and Budget to EGPC for its app-
roval. Following such approval, it is further agreed that :

(7  CONTRACTOR shall not substantiallv revise or modifv

said Work Program and Budeet nor reduce the approved
budgeted expenditure without the approval of FGPC -
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(i) In the event of emergencies wvoiving danger ot loss of
lives or property, CONTRACT DR may cxpend such addi-
tional unbudgeted amounts as may be required to alleviate
such danger. Such expenditure shall be considered ia all
respects as exploration expenditure and shall be recovered
pursuant to the provisions of Article VI hereof.

d) CONTRACTOR shall advance all necessary funds tor all
materials, equipment, supplies; personnel administration and
operations pursuant to the Exploration Work Program and
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 be
implemented in a workmanlike manner and in consistence with
good industry practices. Except as is appropriate for the pro-
cessing of data; laboratory specialised engineering and develop-
ment studies thereon, to be made in spectalised centres outsicle
A R.E. all geological and geophysical studies as well as any other
studies related to the performance of this Agreement, shall be

made in the A.R.E.

CONTRACTOR shall entrust the management of explora.
tion operations in the A.R.L. to its technically competent Gene-
ral Manager and Assistant Manager. The names of such

Manager and Assistant Manager shall, upon appomntment,
be forthwith notified to the GOVERNMENT and to

EGPC.

The General Manager and, in his absence, the Assistant
Manager shall be entrusted by CONTRACTOR with sufficient
powers to carry out imediatelv all lawful written directions
given to them by the GOVERNMENT or its representative

under the terms ot this Agrecment.

CONTRACTOR however shall be subicct to the laws and

regulations of the ALR.E. which are not inconsistent with the
provisions of this Agreement.
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(f) CONTRACTOR shall supply EGPC, within thirty (30) days
from the end of each calendar quarter, with a Statement of Ex-
ploration Activity showing costs incurred by CONTRACTOR
during such quarter, CONTRACTOR’s records and neces-
sary supporting docuinents shall be avaiable for inspection by
EGPC at any time during regular working hours for three (3)
months from the date of receiving each Statement.

Within the three (3) months from the date of recelving such
Statement; EGPC shall advise CONTRACTOR in writing if
1t considers :

() that the record of costs is not correct

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

ever, that purchases made and services performed within
A.R.E. shall be subject to Article XXV ;

(221) that the ocondition of the materials furnished by CON-
TRACTOR does not tally with their prices: or

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

CONTRACTOR shall confer with EGPC in connection with the
problems thus presented, and parties shall attempt to reach a
setttement which is mutually satistactory. If within the time
limit of the threc (3) months period provided for in this para-
graph, EGPC has not advised CONTRACTOR of its objection
to any statement, such statement shall be considered as approved.
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If within the time limit of three (3) months EGPC has advised
comitractor of its objections to any staternent then contractor shall
have three (3) months from date such objection is received to
respond taking issue with such objection by EGPC and 1n the
event contractor does not so respond such statement objectins
shall be considered accepted hy contractos

(g0 CONTRACTOR shall supply all fundls necessary for its opeia-
tions in A.R.E. under this Agreement in {reely convertible cur-
rericy from abroad. CONTRACTOR :hall have the nght 1o
huy Egyptian currency whenever required and the conversion
shall be made at the local banks in the A.R.E. according to the
official A.R.E. Rate of Exchange.

ARTICLE V

VOLUNTARY RELINQUISHMENT

CONTRACTOR may, voluntarily, during any period relin-
guish all or anv part of the Area provided that at the time of such
voluntary relinquishment its financial obligations for exploration ex-
nenditure under Article TV paragraph (b) have been satisfied ior
«uch period.

ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

@)  On Commercial Discovery.,, EGPC and CONTRACTOR shall
form in the A R.E. an joint comnanv which shall be called
Amal petroleum company hereinafter referred to  as

AMAPYTCO or as Joint Company.

AMAPETCO shall be subject to the laws and regulations
m force in the AR.E., to the extent that such laws and re ol
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lations are not inconsistent with the provisions of this Agree-
ment or the charter of AMAPETCO shall apply to the ope-

rations of AMAPETCO.

However, AMAPETCO shall for the purposc of this Agree-
ment be exempted from the following laws and regulations as
now or hereafter amended or substituted :

— Law No 26 of 1954 on Companies, as amended.

- T.aw No 141 of 1963 on the formation of board of direc-
tors at private companies, societies and corporations, and

on the manner of workers representation thereon.

o No. 60 of 1971 on Public Institutions and Public Sector

Units; and its executive regulations as amended;

— Law No. 97 of 1976 organising dealings in foreign curren-
cles;
_ T.aw No. 48 of 1978 on the staff Regulations of Public

Companies;

__ Presidential Decree No. 1868 of 1974 restricting some COn-
tracts of Works of the Government to Public Institutions

“and Corportaions and Public Sector Units.

[5) The Charter of AMAPETCO is attached hereto and made a
part hereof as Annex “D”. Within thirty (30) days after the
date of commercial Discovery the Charter shall take eftect
and joint company shall automatically come into existence
without any further procedure.

Only a commercial Discovery shall bring AMAPETCO into
existence.  AMAPETCO shall appoint TOTAL as Operator
in accordance with the provisions of Annex “F” of this Agree-
ment.

l¢) Ninety days (90) after the date joint comnany COMES nto
existence in accordance with paragraph (b) above, it shall pre-
pare a develonment work program and Budget for the rermain-
der of the year in which the commercial Discovery is made; and
not Tater than the first (1st) of September of said year (or sich
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other date as may be agreed upon) and the first (1st) of Septem-
ber of each year thereafter, Operator shall preparc an aunual
production Schedule. Work program and Budget for the suc-
ceeding 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 twenticth (20th) day of cach month, joint
company shall furnish to CONTRACTOR a written estimate
of its total cash requirements for expenditure for the first halt
and the second half of the succeeding month expressed in U.S.
Dollars having regard to the approved budget. Such estimate
shall take into consideration any cash expected to be on hand
at month end.

Payment for the appropriate period of such month shall
be made to the corrospondent bank designated in paragraph

(e) below on the first day and fifteenth day respectively, or the =

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

(¢) Joint Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreien funds advanced by
CONTRACTOR. Withdrawals from said account shall be used
for payment for goods and services acquired abroad and for
transferring to a local bank in the A.R.E. the required amounts
to meet expenditures in Egyptian Pounds, for joint Comp-

any In connection with the activities under this Agreement.
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Within thirty (30) days after the cnd of cach Financial Year,
jomt Company shall submit to the appropriate exchange
control authorities in the AR.E. a statement, duly certified by
a recognised firm of auditors, showing the funds credited to
that account, the dishursements 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 a genuine excess capacity in facilities which canno
during the period of such excess be used by the joint
Company, the Contratcor will consult with EGPC to find a
mutually agreed formuia whereby EGPC may use the excess
capacity if it so desires without any Financial, Operational or
other disadvantage to the Contractor.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND PRODUCTION
SHARING

(@) (1) Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses 1m
respect of all the exploration development and related
operations under this agreement to the extent and ocut of
thirty seven and half (37,5) percent per annum of all
Crude Oil produced and saved from all development leases
hereunder and not used in petroleum operation. Such Crude

oil is hereinafter referred to as “cost Recovery Crude O1l”,
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For all exploration, development and production he:e-
under, such costs and expenses shali be recovered ‘from

Cost Recovery Crude Oil in the feoillowing manner :

() Al Operating Expenses, incurred and paid after initial
commercial production, which for the purposes of this
Agreement shall mean the date on which the first re-
gular shipment 15 made, shall be recoverable startuig
either in the Tax vear 1 which such costs and ex-
penses are mcurred and paid or the Tax Year in
which initial commercial production occurs whichever
is later.

(1) Exploration Expenditires including those accumu-
lated prior to the commencement of initial Commer-
cial Production, which for the purposes of this Agree-
ment shall mean the date on which the first regular
shipment is made, shall be recoverable at the rate of
twenty five (25) percent per annum starting either in
the Tax Year in which such expenditures are incurred
and paid or the Tax Vear in which initial Commercial
Production commerices. whichever is later,

(1) Development Fxpenditures, including those =ccumu-
lated prior to the commencement ef initial Commer-
ctal Production shall be recoverable at the rate of
twenty (20) percent per annum starting either in the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which initial Com-
mercial Production commences whichever is later

() To the extent that, in a Tax Year costs, expenses nr
expenditures recoverable per paragraphs (i), (i) and
(i1} preceding exceed the value of all Cost Recoverv
Crude Oil for such Tax Year, the excess shall he
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carried forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but in no

case after the termination of the Agreement, as to
CONTRACTOR.

(v) For the purpose of determining the classification 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 Expenses” shall mean all COsts, exper-

ses and expenditures made after initial Commer-

cial Production, which costs, expenses and expen-
cditures are .0t normally depreciable.

However, operating expenses shall include work
Over repair and maintenance of assets but shall
not include any of the following : side trackin, ye-
drilling and changing of the status of a well from
ol well to water well and vice versa and repla-
cement of assets or part of an asset, major over-

hauling that extent the life of the asset, additins
Improvement and renewals,

(vd) It is understood and agreed upon that the recoverv of
costs and expenses as based upon the rates referred
above shall be allocated to each quarter proportiona-
tely (one fourth to each quarter’.  However, any

11

allowable costs and expenses not recovered in one

quarter, as thus allocated, shall be carried forward
for recovery in the next succeeding quarter.
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(2) CONTRACITOR shall each year take and separatcly dis-
pose of all Cost Recovery Crude Oil produced, except as
provided in sub-paragraph (a) (3) below of this Article VII,
plus its share of the balance of the Crude Oil as sti pulaterd
i paragraph (b) below of this Article VII. To the extent
that the value of the Cost Recovery Crude Oil (as determy-
ned in sub-paragraph (c) below) exceeds the actual reco-
verable costs and expenditures, including any carry forward
from paragraph (a) (1) (iv) above, to be recovered n that
year, the valuc of such excess Cost Recovery Crude Ou
actually taken and separately- disposed of by CONTRAC-
TOR shall be paid by CONTRACTOR to EGPC in the
manner set forth in Article IV of the Accounting Proce-

dure contained in Annex “E” and CONTRACTOR shall

be deemed to have purchased such excess Cost Recovery

Crude Oil.

(3) With respect to such excess Cost Recovery Crude Qi
which CONTRACTOR shall be deemed to have purcha-

sed (per sub-paragraph (a) (2) of this Article-VII) EGPC
shall be entitled to elect each vear, within six months
notice mn acvance to take up to seventy five (75) percent

thereof in kind and thrreb}r recluce the amount deemed

to be purchased by CONTRACTOR to the extent so

taken.
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(b) Production Sharing :

The remaining sixty two and halt (62,5) percent of the
Crude Oil shall be taken and disposed of separately by EGPC

and CONTRACTOR according to the fellowing incremental
scale :

T = == el -

. AN D A
Crude oil produced and saved under EGPC | CONTRAC

!

this Agreement and not used in Share - 1TOR
petroleum operations 7 Share
barrels per day ’ 1 7o
| | i
The first ninetv thousand (90,000) | 85 15
' l .-
On all production above ninety thou-i 88 12

sand

L
L . e ——— = Il —

el arr—— L,

C. (1) Itis the intent of the Parties that the value of the Cost
Recovery Crude Qil shall reflect the prcevailing market price
for Crude Oil. For the purpose of evaluating the prevailing

market value of the quantity of Cost Recovery Crude Oil 1o
which CONTRACTOR is entitled hereunder during each

calendar semester, the weighted average price realized for

comparabl. quantities on comparable credit terms ir freely
convertible currency from F.O.B. point of export sales.tc
non-atfiliated companies during such semester at armslen-
gth by either EGPC or CONTRACTOR under all Crude
Ol sales contracts currently in effect, but excluding crude
ol spot sales not consistent with prevalling market prices
for similar Crude Qil and also excluding Crude Oil sales
contracts nvolving harter, whichever is higher, shall be
used. It is understood that in the case of C.LF. sales, ap-
propriate deductions shall be made for transport and insu-
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rance charges to calculate the F.O.B. point of export price:
and always taking into account the appropriate adjustment
for quality of crude oil. ficight advantage or disadvaiitaze
of port of loading and other appropriate adjustments.
Nevertheless, if CONTRACTOR or EGPC can demonsi-
ratc the value of the Cost Recovery Grude Oi! so derter
mined not to reflect the market condition prevailing
during the Calendar Semester, CONTRACTOR and

EGPC shall meet and mutually agree upon the price.

(2) If during any calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Qil sales contracts
currently in effect, EGPC and CONTRACTOR shall meet
and mutually agree upon the price of Crude Qil to be used
in determining the value mentioned in sub-paragraph (c)
(1) above, pending such mutual agreement the price used
shall be the last price determined pursuant to sub-para-
graph (c) (1), or under this sub-paragraph (c) (2) whichever
1s Jater, and appropriate adjustment will be made thereto
after determination of a mutually agreed price by EGPC
and CONTRACGTOR.

Joint Company shall prepare (not less than ninety (90) days
prior to the beginning of each calendar semester following re-
ocular production and furnish in writing to CONTRACTOR
and EGPC a forecast setting out the total quantity of petrolewm
that Joint Company estimate can be produced, saved and
transported hereunder during such calendar semester in accor-
dance with good o1l industry practices.  Joint Company shall
endeavour to produce each calendar semester the forecast quan-
titv. The Crude Oil shall be run to storage tanks constructed,
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maintained and operated according to Government Regulagons,
by joint Company in which said Grude O1l shall be mete-
red or otherwise measured for royalty, and the other purposes
required by this Agreement.

(e) CONTRACTOR shall have the right and the oblization to
separately take and dispose of currently all of the Crude Ol 1o
which it is entitled as is determined in accordance with sub-

paragraphs (a) and (b) of this Article. Subject to payment of
sums due EGPC under Articles VII (a) (2) and TX.  GON-

TRACTOR shall have the right to retain abroad all funds
acquired by it abroad including the proceeds from the sale of

its share of Crude O1l exported.

ARTICLE VIII

TITLE TO ASSETS

[2) EGPC shall becoine the owner of all assets acquired ard ownec
by CONTRACTORK in connection with the operations catrea
out by CONTRACTOR or Joint Company m accordancr
with the followmg :

(1 Land shall become the property of EGPC as soon as # 5
purchased.

(2)  Title to fixed and movable assets shall be transferred auto-
matically ‘and gradually fromn CONTRACTOR to EGPC

as they become subject to depreciation in accordance with
the provisions of Article VII ; however: the full title to
fixed and movable assets shall be transferred automatically

from CONTRACTOR to EGPC at the end of the vear
when its total cost has been recovered by GONTRAC-

TOR in accordance with the provisions of Article V11,
or at the time of termination of the Agreement, whichever

first occurs.

The Book Value of the Assets created during each calendar qua-
rter shall be communicated by CONTRACTOR to EGPC oz
by Joint Companyv to EGPC and CONTRACTOR withn thirtv

(30) days of the end of each quarter.



AL e e i i () 5 Yo ol — e s

» reniplt S

e —

U skasl L_,Jbu Ll dowd ot g MWY\ s b Qb 0-\a AT (t--!)

B Sl dom sl BUG Sewi 1 G Gl © 2 gl
: um‘y\ odp o gor Dlbeall (i Lot &) gidly Ul J oot
gl a1 ddhie 15— X o agbul o\

Gan Yy o a Gl SOl gl e SEIANY

{

e o Lglil VI g0 S dgly Jsldll
MYS k (C)d J‘)n:—.._-»-—’ Q‘Lj-d-)‘)_.?rjl J}lﬂa-u d}\j (...?-)

Ao uL_aJl JaoW @l 5,V 51 Ul ol e Slaall g

- Q\J‘M_}_.:-_H 4.!‘_)}@\“5’_ iﬁcd Lg“,o.-_-_‘.»y
+ );-U.] Jlea Y Na elg Y An

Ct_.--'«Y" “‘1..” z-:..:.r-i

-

Sl b G et i A Y Sl DUYEE

. -K:q-_.l‘ uh‘j}]‘ ;_.:1)}'4:: LJA Y#ﬁv (\++¢+¢#) ‘_)_,.J.A CL.‘ C%-bj
3 ks L St 9F LS 2 "‘:‘J A Ao J' et ;‘:(?.J‘”J”
+ (<) () L

L .\Jj.} L:f J“}rjb ( \Iiiiiti )L}j—u C-'L-"’ d':""&’” Lﬁj‘ JJL‘:‘“ CQ'JJ (‘i)

- sl B (o)
sl LY DY e Ves ((Yeeesne ) Gade il
TN o gemes Do g 5 I g beie U1 doeaS 4G WY
s e gyl S o Jp (0vene ) Al fees JU ]l
2l gadl sl ¢ - (£0) cpmsls s
o A5 o by (\o)ji;w‘)%



TAAAY e w8 (=) PR I - QS VS | R SO | Ry TP |

el [yl "oy, - e P -l S ——— ai—

(4) During the term of this Agreement and the renewal period
CONTRACTOR and Joint Company are entitied to the fuali

use of all fixed and movable assets in connection with opera-
ttons hereunder in (1) the Area and (2) any other area approve:d
by EGPG and CONTRACTOR and proper accounting adjuist-
ment shail be made. CONTRACTOR and EGPC shall w1
dispose of the same except with agreement of the other.

() CONTRACTOR may freely import into A.R.E., use therein
and freely export at the end of such use machinery and equip-

ment which 1t either rents or leases in accordance with good
mdustry practices.

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

(@) CONTRACTOR shall pay to EGPC as a Signature Bonus the

sum of one Million (1,000,000) U.S. Dollars on the effective
date, and pay the sum of one million (1,000,000} U.S. Dollars

on the day of each renewal exploration period as provided in
article IIT b.

(b) CONTRACTOR shall pay :

the sum of two million (2,000,000) U.S. Dollars as a Produc-
10on Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) barrels per dav for a
period of Fourty five (43) consecutive producing days. Paviment

will be made within fifteen (15) davs thereafter.
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(c) CONTRACTOR shall also pay to EGPC the additional sum
of four million (4,000,000) U.S. Dollars as a Produc-
tion Bonus when the average daily production first reaches the
rate of onc hundred thousand (100.000) barrels per day
for a period of Fourty five (45) consecutive producing davs.

Payment will be made within fifteen (15) days thercafter.

{dj CONTRACTOR shall also pay to EGPC the additional sum of
six million (6,000,000) U.S. Dollars as a Production
bonus when the total average daily production first reaches the
rate of one hundred and fifty thousand (150,000) barrels per day
for a period of Fourty five (45) consecutive producing days.

Payment will be made within fifteen (15) days thercatter,

(¢} The aforesaid payments shall in no event be recovered nor

amortized by CONTRACTOR.

(i 1Im the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article 111 (c) hereinabove,
production from such sole risk area shall be considered for the
purposes of this Article IX only if CONTRACTOR exerciges
its option to share in such production, and only from the initial

date of sharng.
ARTICLE X
OFFIiCE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at wh:ch
notices shall be validly served.



\‘\A"‘*-;--ﬂfw«)}‘ ( ))ﬁ'\‘g Sdall WJ“ o.b'J:.le“\i

o Y ara S sttt e mrald Tl - S - i P -, s s, e ey S | vl LI P

u\S ;_.:U:,L....a r\.a)\ Jf."!‘i'! J&L.‘.A_g fLo.H JL.XU‘- '}-9.2. QT L,l_gta.l.‘ uip e &

Loy gl 2o gl e DL 30 S Lt Olagh s Jaall Sie 7
. ir‘slﬂ.\Y‘ PRV gj 4‘:1';0; Gl gs> -

Ce G ko 13 oo el dee jiai OISV 5 ge Yl e

% 0PSRN O[PS P SR VO | W R W) B P PR S WY

L]

> (CFT#E}

d‘_}-‘-"}z“‘ll'\iJJb ‘\..]Ii_.-L.u) |J|_}T£‘L—.q.“ L..g“b_,‘bld....ba.nu_.d_f
{5 P ot 1 2

(3 e 4ol Solll )
Sladl sy Ja il e sl
L..ﬂ..?_g ‘\A_;N! ._;‘9-‘_)9-‘)“ a_s|S -L..ﬁr;a d\ 45 A\ ‘6 “i (.A; ( )
-\_...n.'-"-C_Llﬂ..:.-:J‘H 4e Lo *u\jcuhm 'Uj..al‘d\._._}u

lL__.d\ !{:”“(.S\L;"Q“’JS” CL._.: T ﬂ\d},‘lﬁ\.—&’j\bj.-_“
E_g_ﬁ_ --uﬁ ¢ :::.Jl j Cs‘:"'JU M“J‘} CLSYU Ja.:hzn i.:.:l--l.-:&

-
L e ol cad g 132 5T e dhee &1 a1 G gl
UL:_::-._?T _;..” ekl _Q‘QJL_&- _5” L;"JJ L2 guwr m,l..c..r_“ n:kb diﬂJ}}l&A
o o

Jlbesly & sl &5t o ""@LE.,.::AJ::JL.J&C;,JIA;;(‘_:,)
o Lo lBl Jdoe o G2dly ZJ1 (LS e g oo Ledien of 4 oG



Vo NAAY de e Dol () 5 G e sl o den I B

varl: m———. e — .
- ' ’

.

The General Manager and the Assistant Manager shall be
entrusted by CONTRACTOR with sufficient power to represent
and bmd CONTRACTOR with respect to all dealings with the
GOVERNMENT and EGPC under the terms of this Agreement.

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 CONTRACTOR ¢ office in A.R.E.

All matters and notices shall be deemed to be validly ser-
ved Wthh are left at the office of the Chdl"ln'lTl of EGPC or swwiach
are sent to him by registered mail at EGPC’s main office in Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) Joint company shall take all proper measures, accordmg
to generally accepted methods in use in the oil industrv o
prevent loss or waste of petroleum above or under the ground
n any form during drilhing, producing, gathering and distribut-
Ing or storage operations. The GOVERNMENT has the right
to prevent any operation on any well that it might rcasonabk

expect would result in lose or damage to the well or the ol ficid

(b) Upon completion of the drilling of a productive well, jeint
company shall inform the GOVERNMENT or its representa-
tive of the time when the well will be tested and the productivn
rate ascertained. '
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(c) Except in instances where multiple producing formations in
the same well can only be produced cconomically 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 GOVERNN-
MENT or its representative.

(d; Joint Company shall record data regarding the quantities
of petroleum and water produced mounthlv from each develop-
ment lease. Such data shall be sent to the GOVERNMIENT or

its representative on the special forms provided for that purpose
within thirty (30) days after it is obtained. Daily or weckly
statistics regarding the production from the Area shall be
available at all reasonable times for examination by ¢uthori-
zed 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 represen-
tative of the GOVERNMENT. |

ARTICLE XI1

CUSTOMS EXEMPTIONS
(¥ EGPC, CONTRACTOR, Joint Company and thetr

foreign Contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permutted to import
and shall be exempted from customs duties, with respect to the
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importation of machincry, equipment, vchicles, materials, sup-

plies. consumable items, foodstuffs and niovabic property when

|'-

certiiied by responSIbh represcintative of LGYC) to be used

solely in ‘carrying on rpmatmns under this Amcrrmnt

(6 Each expatriatc employce of CONTRACTOR and Jowut
Company and the said contractors and sub-contractors shall
be permitted to import and shall be exempt from all customs du-
ties with respect to the reasonable importation of household
goods, consumable items, foodstuffs vithin the limits approved

by the Ministry of petroleum and personal effects including one
automobile provided however, that such properties are im-
ported for the sole use of the empluyee and his family and
provided further, that no such property imported by the em:

ployee shall be resold by him in the A R.E. except in accordance
with COVERNMENT reoulations.

(¢) The exemption provided in (a) of this Article shall not apply
to eny imported 1items when EGPC considers and shows that
itemns of the same, or substantially the same, kind and quality .
are manufactured locally and are available for purchase and
timclv delivery m the ALR.E. at a price not highcr than ten (10)
percent more than the cost of the imported item before customs

duties, but after transportation and insurance costs have been
added.

(d) Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or not-exempt from customs
duties, taxes or imposts under this Article mav be exported by
the importing party at any time without the payment of aay
export duty, or 1mpost.
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Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the A R.E. pro-
vided that the purchasers pay the applicable customs duties,
taxes or imposts, if any, except if sold to EGPC or an atfilia-
ted company of EGPC.

Material, equipment and goods so damaged or used as to he
non-serviceable and which are classified by CONTRACTOR
or joint Company as scrap or juuk (any such CONTRAG-
TOR'’s appraisal being subject to EGPC approval and any
such Joint Company’s appraisal being subject to EGPC
and CONTRAUTOR approval) may be sold as scrap or junk
without payment of customs duties, taxes or imposts.

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

following manner :

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

“Customs Duties”, as used herein, shall include all duties, taxes
or imposts {except those charges paid to the GOVERNMEN ¥
for actual services rendered), which are pavable as a result of
the importation 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.
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{5) At a rcasonable time prior to the commencement of commer-
cial production EGPC and CONTRACTOR shall meet ancl
agree upon a procedurc for scheduling tanker liftings from the

agreed upon point of export.

ARTICLE XII1

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENIS

{a) EGPC, CONTRACTOR and joint company and GPC shall
ecach maintain at their business offices in the A.R.E. books of
account, in accordance with the Accounting Proccdure in
Annex “E” and accepted accounting practices generally used .
in the petroleum industry, and such other books and records as
may be necessary to show the work performed undor this
Agreement, including the amount and value of all petroleum
produced and saved hereunder., CONTRACTOR and joint
company and GPC shall keep their books of account and ac-
counting records in United States Dollars.  Joint Company
shall hwrish 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 be signed by the General Manager or by the Assistant
Manager or - -a -duly designated deputy, and delivered
to the GOVERNMENT or its representative within thirty
(3()) 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 timies
for inspection by duly authm ized representatives of the

GOVERNMENT.

{¢) CONTRACTOR shall submit to EGPC a profit and T.oss
Statement for the Calendar Year not later than March 15
of the following year to show its net profit or loss from the
petroleum operations under this Agreement for such year.
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CONTRACTOR shall at the same tme submit a year-
end Balance Sheet for the same Calendar Year to EGPC.
The Balance Sheet and Financial statcments shall be certified
by an-Egyptian certified accounting firm accepted by EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(@} CONTRACTOR and/or Jomt Company shall prepare
and, at all times while this Agreement i1s in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and/or Joint Company
shall furnish the GOVERNMENT or its representative, in con-
formity with applicable regulations or as the GOVERNMENT
or its representative may reasonably require information and
data concrrning its operations under this Agrecement.  Joint
Company and GPC will perform the functions indicated i this
Article NIV i accordance with theiwr respective roles as spect-
ficd in Article VI

(6 CONTRACTOR znd/or Joint Company shall save and
keep for a reasonable period of tune a representative portion of
cach sample of cores and cuttings taken from drilling wells, to
be disposed of, or forwarded to the GOVERNMENT or it
representative in the mavner directed by the GOVERNMENT.
All samples acquirecc by CONTRACTOR and/or  Jomt
Company for 1ts own purposes shafl be considered available for
mspection at anv reasonable time by the GOVERNMENT <«
its representatives.  Anv such samples which CONTRACTOR
or joint Company has kept for a period of twelve (12 moniths
without receipt of mstruction to forward them to the GOVERN -
MENT or its representatives or eleseswwhere may be dispnsd of
bv CONTRACTOR or Toint Cempanv at its discretion:
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(¢) Unless otherwise agreed. to by EGPC, in case of exporung any
rock samples outsiic ARE, samples equivalent in size and
quality shall, before such exportation, be delivered to EGPC ae
representative of the GOVERNMENT.

(d) Originals of records can only be exported with the permission
of EGPC ; provided, however, that magnetic tapes and eny
other data which must be processed or analyzed outside 'ih:.,
A.R.E. may be exported if a monitor or a comparable recore,
if available, is maintained 1n the- A.R.E. and provided that
such exports shall be repatriated to A.R.E. on the understand-

ing that they belong to EGPC.

(¢) During the period CONTRACTOR is conducting the exjric-
ration operations, (CONTRACTOR shall permit FGFC
through its EGPC’s duly authorized representatives or employees
to have full and complete access to the Area at all reasoncel.ic
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 under
the preceding of this paragraph (¢), shall not mterfere
with  CONTRACTOR’s operations. CONTRACTOR shall
provide EGPC with copies of any and all data (including, hut
not limited to, geological and geophysical reports, logs and wetl

surveys) information and interpretation of such data, and
other information in CONTRACTOR’s possession. All such
data and information shall be strictly confidential and shall
not be divulged by EGPC except to affiliated companes, or
by the GOVERNMENT without the consent of CONTRAC.
TOR while this Agreement remains in force. However, fer
the purpose of obtaining new offers, the GOVERNMENT may
show any other party geophvsical and geological data with

respect to the Area adjacent to the Area of such new ofter.
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ARTICLE XV

RESPONSIBLITY FOR DAMACES

CONTRACTOR shall entrely and selely be responsible in
law toward third parties for any damage caused by CONTR-

ACTOR’s exploration operations and shall indemnify the GOVERN-
MENT and/or EGPC against all damages for which they may he

beld liable on account of any such operations.

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 oper-
auons conducted thereon. Such representatives mav examine the
hooks, registers and records of EGPC. CONTRACTOR and Jomnt
Company and make a reasonable number of swrveys, drawings
and tests for the purpose of enforcing this Agreement. Thev chall, for
this purpose, be entitled to make reasonabte use of the machmery and
mnstruments of CONTRACTOR or jommt Companv on the
condition that no danger or impediment to the operations hereunder
shall arise directly or indirectly from such use. The GOVERN-
MENT shall indemnifv and reimburse CONTRACTOR or Jomnt
Companv for anv loss or damage which mav in fact result from
anv such use of said machinerv and mstruments. Such representatives
shall be given reasonable assistance by the agents and emplovees of
CONTRACTOR or Jeint Company so that nonc of the activi-
ties shall endanger or hinder the safety or efficiency of the oper-
ations. CONTRACTOR or Joint Companv shall offer such
representatives all privileges and faclives accorded to its own em-
ployvees in the field and shall provide them. free of charge. the e
of reasonable office space and of adequatly fumished housing while
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they are in the [ield for the purpose of facilitﬂ:ing the objectives of
this Article. Any and all information obtained by the GOVERN-
MENT or its representatives under this Article XVI shall be kept
confidential with respect to the Area and shall not be disclosed
during the térms of this Agreement without prior written conserit

of EGPC and CONTRACTOR.

 ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desirc of EGPC and CONTRACTOR that operations

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

(1) The expatriate administrative, professional and technical
personnel employed by the CONTRACTOR or Joint
Company and the personnel of its contractors for the con-
duct of the operations hereunder. shall be granted a resi-
dence as provided for in Law No. 89 of 1760 as amended
and Ministerial Order No. 9 of 1963 as amended, and
CONTRACTOR agrees that all immigration, paSSpm't
visa and employment regulations of the A.R.E.. shall be
applicable to all alien employees of CONTRAC TOR wor-

king in the ARE.

(2) A minimum of twenty-five (25) percent of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by CONTR-

ACTOR or Joint Company shall be paid monthly

in Egyptian Currency. On final repatriation such personnel
shall have the right to remit abroad in U.S. Dollars or

other currencies the unused portion of Egyptian Gurrency
in excess of twentv-five (25) percent of such personnel’s

salary.

[}) CONTRACTOR and Joint Company shall each sclect
its employees and determine the number thereof, to be used {or-

operations hereunder.
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(¢c) CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for all its A.R.E.
cmployees engaged in operations hercunder with respect to
applicable aspects of the petroleum industry. CONTRACTOR
and Jomnt Company will undertake to replace gradually their

non-cxecutive expatriate staffs by qualified nationals as they
are available.

(d) During the period when CONTRACTOR is conducting Ex-
ploration, CONTRACTOR shall give mutually agreed numbers

ot EGPC employees an opportunity to attend and patticipate in
CONTRACTOR’s and CONTRACTOR’s affiliate training

programs relating to exploration and development operations.
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