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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
I'Fl EGYPTIAN GENERAL PETROLEUM CORPORATION

AND
CONOCO WEST FIRAN, INC.

AND

TOTAL PROCHE ORIENT
IN

WEST FIRAN ARFEA

This agreement made and entered on this twenty eight day of
Ft‘bm&f:f, 1982, by and bhetween the ARAB REPUBLIC OF
EGYPT (hcremafter referred to variously as “AR.E. or as tha
GOVERNMENT™), the EGYPTIAN GENERAL PETROLETM
CORPORATION, a legal entity created by Law No. 167 of 1952
as amended (heremafter referred to as "EGPC”) and CONOCQO
WEST FIRAN, INC. a company organized and existing under the
laws of the State of Delaware and TOTAL PROCHE-ORIENT
a company organized and existing under the laws of FRANCE (here-
mnafter referred to respectively as “CONOCO” & “TOTAL” or as

' “CONTRACTOR?).

WITNESSETH
WHEREAS, all minerals including petroleum, existing in.mines

and quarries in A.RE., inc'uding the territorial waters, and in the

sea bed subject to its jurisdiction and extending beyond the territo-
rial waters, are the property of the State, and

b
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WHEREAS, EGPC has applied for an exclusive concession for
the cxploration and exploitation of petroleum in and throughout the
area referred to in Article TI, and described in Annex “A” . and
shown approximately on “B” which are attached hereto and made

part hereof; and

WHEREAS, CONOCO and TOTAL agree to undertake its obli-
gations provided hereinafter as a contractor with respect to the ex-
ploration, development and production of petroleum in said Area :
and ' |
' WHEREAS, the GOVERNMENT desires hercby to grant such
CONCESSION; and -

- WHEREAS, the Minister of Ptroleum pursuant to the provisions
of Law No. 86 of 1956, may enter nto concession agreement with
EGPCG, and with CONOCO AND TOTAL as a Contractor 1 the

Area hereinafter referred to.

NOW, Thercfore, the parties hereto agree as follows :

ARTICLE 1

DEFINITIONS

(e) “Exploratron” shall include such geological, geophysical, aerial
and other surveys as may be contained in the approved Work

programs and Budgets, and the drlling of such shot hol;a;
core holes, stratigraphic tests, holes for the discovery of Petro-

leum or the appraisal of Petroleum discoveries and other rela-
ted holes and wells, and the purchase or acquisition of such
supplies, materials, services and equipment therefore, all as may
be contained in the approved Work programs and Budgets. The
verb “explore’” means the act of conducting exploration.
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()  “Development” sha'l include, but not be limited to, all the ope-
rations and activities pursuant to approved Work programs and
Budgets under this Agreement with respect to :

(1) the dnilling, plugging, deepening, said tracking, redrilling,
completing, equipping of development wells, the changing
of the status of a well from oil well to water well and vice
versa and

(if) design, engineering, construction, installation, servicing
and maintenance of cquipment, lines, systems, facilities,
plants and rclated operations to produce and operate said
devclopment wells. taking, saving, treating, handling, stor-
ing, flaring, transporting and delivering petroleum, renres-
surmg, recychng and other sccondary recovery projects,

and

(1) transportation, storage and any other work or activities ne-
cessary or ancillary to the activities specified in (i) and (ii).

(c) “Petroleum” means liquid crude oil of various densities, asphals,
cas, casinghead gas and all other hydrocarbon substances that
may be found m, and produced, or otherwise obtained and
saved from the area under this Agreement, and all substances
that may be extracted therefrom.

(d) “Liquid Crude Ol or “Crude Oil” or “Oil” means any
hydrocarbon produced from the Arca which is in a liquid state
at the wellhead or lease separators or which is extracted from
the gas or casinghead gas in a plant. Such term includes dis

tillate and condensate.
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(e)

(f)

(1)

(k)

)

“Gas” Is natural gas both associated and non-associated., and
all of its constituent elements produced from any well in the
Area and all nonhydrocarbon. substances thereun Said term shall

include residual gas.

A “barrel” shall consist of forty-two (42) United States gallons,
ligquid measure, correced to a temperaturc of srxty degrees (60}

Fahrenhe1t

“Commercial Well” means the first well in any geologlcal fea-
ture which after testing for a period of not more than thirty (30)
consecutive days wheré practical, but in any event in accordance
with sound and accepted industry production - practices, and
verified by EGPC, is found to be capable of producing at the

average rate of not less than two thousand (2000) barrels of oil
per day (BOPD). The date of discovery of a “Commercial

Well” is the date on which such wel) is completed and tested
according to the above.

“AR.E.” means ARAB REPUBLIC OF EGYPT.

“Effective Date” means the date on which the relevant law is

issued and the text of this Agreement is signed by the Goven
ment, EGPC and CONTRACTOR.,

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

“Financial Year” means the GOVERNMENT"s financial year
according to the Laws and regulations of the A R.E.

“Tax Year” means the p(ll‘lod of twelve (12) months éccordmﬁ
to the Laws and 1egulat10ns of the A.R.E.
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(m; Au “Afhhated Company” means a company

(i) The share capital, conferring a majority of votes at stock-
~ holder’s meetings of such company, of which is owned dire-
ctly or indirectly by a party hereto ;

(222  Which 1s the owner directly or indirectly of share capital
conferring a majority of votes at stockholders meetings of
a party hereto; or

11} Whose share capital conferring a majority of votes at stock-
holders’ meetings of such company and the share capital

conferrmg a majority of votcs of stockholders’ meetings of

a party hereto arc owned directly or indirectly by the same
company,

(7, lixploration Block shall mean an area, the corner points of which
have to be coincident with X I latitude and longitude divisions:
according to the International Grid System where possible or
with the existing boundaries of The Arca covered by this Con-
cession Agreement as set out in Annex “A”.

™
o
e TN

Development  Block shall mean an area, the comer points of
which have to be coincident with I' X 1’ latitude and longitude
cavisions according to the International Grid System where pOos-

sible or with the existing boundaries of The Arca covered by this
Concession Agreement as set out in Annex “A”.

(p) Development Leasc (s) shall mean the rights, duties and obliga-

Lions pertaining to the development and production of petrolewm
as set out in this Concession Agreement to the Development

block or blocks covering the geological structure capable of pro-
auction, the comer points of which have to be coincident I’ X I



\AAY A s we O (1) b A sadl Lo Jl su i AT

LY Lo...hj G L"JJAJ‘ Slitas Y r\l:.J l.a...L: Jj,l:”j U‘E'J"“ L gho
oA fi_,JYlulm W ARSI IR LYil IEPA S (NP IR @
e Ty plll @ e o WS

( LW Sl LI )t

LY oo

St s BV o3 s Laflogy Loty 1 diltald oy ( V) el
¢ ( aalcdl y — '&:ELO.S'Y| q:\_ﬁ (3 L@:“

\oe ses |\ f--"_) QﬂLM 4.4__,...‘:_).0 w_,: “-'L..a QLJJ::- (,_,)4‘},:1“
o (1) Gl B @ g slls ABWEYE 0l Leallows Lghents 1 ikl i

CSlog ¢ 5 AWl (6 e S o yaa QM;_:\L&M() el

sl o dols (c;_,mu _,_,...J| 35 C..s_fp J-f Jalall il e gu;a.lt'
BN IS N e Y ( \m”““) D gabt aie Al C.L.w PR VAP
G SLIZI e oW Al ddn JsUal oLl Bl 4G 43 su il

ﬂ_,.s‘! P L) oI Ol gl (§ () ;uﬂ I tstm"w oA ;_3 3,41, :._.,.::::J'l wildes
ﬂJ...Q ‘-‘Ut@ -LRJ -g.uJ\ Q.-..p..u b-h__.i J_’zﬂ.h "LJL. %L_L.Q.H nJ.ﬁb J.(,%,.Jj ¢ 5,49:,.“

TESTR Q-PREAL lda i lee ol o YT &, Sl Dl sia () W
| + .:b_gff} oal?UfY’ 51_.1!&

Less o555 e Obdasll LI S el ¥ s Do (5) gl
" @WY‘ aJ\ﬁOA ‘L..u.JLu.“ ;.}L,U Lé 4::}0 ua_,.aa.:.n 3 L...[ Béj
Lf__...ul::ll T-L.,]:_J‘ (J!:) ‘_,n-_LU

VI qj,;k VTN (,_g\ () (C)}(‘”’) s (V) oM s
. ‘lem\ﬂ n-U: a},.a.u a_,s_J J}m u‘-’-" d:-/{“ au ‘_'3}5\/_119 Ul.a.?\ﬂ



VY NaAY e 1 e O (1) mb A sl — A 1 G

.

latitude and longitude divisions according to the International
Grid System. where possible or with the existing boundaries of

the Area covered by this Concession Agreement as set out I
Annex “A”. |

ARTICLE II
ANNEXES TO THE AGREEMENT

Annex “A” 1s 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 indicating the Area covered and atfected by this Agree-
ment and described in Annex “A”. |

Annex “C” is the form of a Letter of Guaranty to be issued by
an Lgyptian bank, the ownership of which is Egyptian, in Cair{)
Egypt, and to be submitted by GONTRACTOR one Week before
the time of signature by the Minister of Petroleum of this Agrec-
ment, for the sum of Sixteen million U.S. dollars guaranteeing the
execution of CONTRACTOR’s minimum exploration obligations
hereunder for the first four (4) year exploration period. Such
guaranty shall remain effective for six (6) months after ‘the end of
the said four (4) year perlod except as it may be released pricir to
that time in accordance with the terms thereof. "

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

Annex “E” is the Accounting procedure.

Annexes “A”, “B”, “C”, “D” and “E” to this Agreement are
herecby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.
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ARTICLE 1II

GRANT OF RIGHTS AND TERM

The GOVERNMENT hercby grants EGPC and CONTRAC-

TOR subject to the terms, covenants and conditions set out in this
Agreement, which insofar as they are contrary to or inconsistent with

Ay

provisions of Law No 66 of 19533, as amended, shall have the

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

(a)

A

The GOVERNMENT shall own and be entitled, as hereinafter
nrovided 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 renewal. Said
royalty shall be borme and paid by EGPC and shall not be the

nbligation of the CONTRACTOR. The payment of royalties

by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR.

An nitial exploration period of four (4) years shall start from
the Efiective Date, Successive extensions to the initial explora-
tion period of two (2) years and two (2) vears shall be granted
to CONTRACTOR at its option upon thirty days prior written
notice to EGPC and subject only to its having fulfilled its obli-
gations hereunder for the preceding period. The Agreement
shalt be terminated if no Commercial Discovery is established
by the end of the eighth year of the exploration period. How-
ever, such period may be extended a CONTRACTOR’s option
for up to six months to enable the comp'etion of drilling ad
testing of any well actually drilling or testing at the end of
the efghth year exploration period, but shall notexceed this
period by more than six months. The Election by EGPC



NAAY 4 b e O (1) wb A et w..;l sl Y

ey 3 g Lo L LB e s Y

e 5 U ol 355 w5t b s 6 () 540
o Joldad de Il ALY el

ke ke J sl . P I ("l L.J}L&‘l\ 5 (_;_,Lu-...ll a...aL........)"fi 2 (C)
_L_.L_.ﬁ..,.f!.ku‘_,le: u.gL-gH ‘t"‘"l’J‘u‘ _,:é CJJ&L._.,.«
]}' i #J\ Iy P ElUd g ol g,..,.a..: n_,m .ﬂa 4:}[:\::
s O Goiw GLASYE Hda s OIS 13 A -l..aLaE:ﬂ
Lele .,_,_,_J;lt i L,,,Jl ;__JL.,L..}‘;H LaY* g .u.‘;’l . R,
sl ls ¢ Laled 4 Jalt Ol el u—aW‘ b gl 4 rb\”:.
didazli (g AN Lokl y L) ol gt SIS, ol “_;_J 5 yall

Nt

e gomn 31 i dols o e g kel GLESYE O i
Jslal} pabg o bylad Lo ’;'LG&.J;J‘.{ Gmind Aol el
S A aiall QJ.C ST dms | Iy (Sl ;__eL....S"“Jl; 4.4!! L_a.h
SV e A8 YT by byl day goiw Glasy! ~\ 
(v )W daad ¢ cadly 5 Il b op db g
L;Tcmb;.]l-‘ﬂu-"‘@)l? l,gw(w)f.suﬁ.m;i

¢ Gt S U

B IS L g s OF G LaT Gl Jsliadl 3,5 5
S5 g s ol (6T 5T aCa @ b (g, il LS,
A i G G s e Lede 8y panlt LT ST 2
A o e gema 5T uCa OF o 15 g e OIS 131 i35 Gl




YV naar & g e O (1) pb A oddl — 2 Jl 3 2l

to undertake a sole risk venture under paragraph (c) immediately '
herealter shall not extend theexploration period nor affect the
termination of the Agreement as to CON'I'BAGTOR |

(¢} “Commercial Discover?“ : After diScoeery of a commercial well,
CONTRACTOR shall, unless otherwise agreed upon by EGPC
&CONTRACTOR undertake, as part of its Exploration pro-
gram the appraisal of the discovery by drilling one or more ad-

-ditional wells, to determine whether such discovery is werthy

of being deveioped commermally, taking into consnderauﬂn the
recoverable reserves, ‘production, pipeline and terminal facilities
required, estimated crude oil prices, and all other relevant tec-

hnical and economic factors.

A Commercial Discovery may consist of one prodicing
reservoir or a group of producing reservoirs which after appracsal
is worthy of being developed commerciallly, CONTRACTOR

shall give notice of a Commercial Discovery to EGPC immedi-
ately after the discovery is considered by CONTRACTOR to

A ET— = — —— e A —— = el

be worthy of commercial; development but any event not later

than the compietion of the second “exploration” appraisal well,
or twelve (12) months following thd date of the discovery of the

Commercial Well whichever is earlier; except that the CONT-
RACTOR shall also have the righti to give such notice of Gom-

mercial Discovery with respect to any reservoir or reservoirs even
if the well or wells thereon are not “Commercial” Within the
definition of “Commercial Well”, if, in its opinion, a reservoir

or.a group of reservoirs considered collectively, Could be worthy

of development.
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Following receipt of such notice EGPG and CONTRAG-

TOR shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial Discovery.
The date of a Commercial Discovery shall be the date EGPC
and CONTRACTOR mutually agree that a Comm-raial Discov-
ery exists. However, the approval of EGPC should in no event
be delayed by more than thirty (30) dayss CONTRACTOR shall
have the right to declare a CGommercial Discovery and develop
the same under a Development Lease subject to Article T11I (d).

If Crude O1l 1s discovered but is not deemed by CONTR-
ACTOR to be a Commercial Discovery under the above provi-
sions of this paragraph (c),EGPC shall cne «1)month after the
expiration of the period specificd above within which CONTR-
ACTOR can give noticc of Commercial Discovery, or thirtef.-nl
(13) months after the completicn of a weil-not considered a “Com-
mercial Well” have the right, following sixty (60) days notice in
wmting to CONTRACTOR, at 1ts sole cost, risk and expense, to
develop, produce and dispose of all Crude Oil from the geolo-
giéal feature on which the well has been 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. Within -
thirty (30) days after receipt of said notice CONTRACTOR
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 Agreement shall continue to apply to the

speeified area.
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1f CONTRACTOR elects not to develop such area, the
specific area covering said geological feature shall be set aside
for sole risk operations by EGPG, EGPC shall be entitled to
perform, or in the event Opera.ting Company referred to in
Article VI has come into existénce, to have Opefating Company
perform, - such operations for 1t at EGPC’s sole cost, risk and
cxpense. When EGPG has recovered from the Crude Oil
produced from such specific area a quantit); of Crude Qil equal
in value to three hundred (30(]') percent of the cost it has
incurred in carrying out the sole risk operations, CONTRAC-
TOR shall have the option, only in the event there has been

a separate Commercial Discovery, to share in further develo-

pment and production of that specific area upon paying EGPC
onc hundred (100) percent of such costs incurred by EGPC.
Such onc hundred (100) percent payment shall be recovered by
CONTRACTOR 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

cither (i} revert to the status of an ordinary Development lease
under this Agreement and thereafter shall be '0perated in
2ccordance with the terms hereof; or (ii) altematively, in the
event that at such time EGPC or its affiliated company is con-
‘ducting all development operations in: the area at its sole
expense and EGPC elects to contutue operating, the area shall
remain set aside and CONTRACTOR shall only be entitled
to. its production sharing percentage of the Crude Oi as
specified in Article VII (b) below. The sole risk Crude Oil
shall he vatued in the manner provided in paragraph (c) of
Article VIL.  In the event of any termination of this Agreement
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under the provisions of paragraph (b) above this Agreement
shall, however, continue to apply to EGPC’s operation of any
sole risk venture hereunder, alth‘ough such Agreement shall have
been terminated with respect to CONTRACTOR pursuant to
the pmﬁsions of said paragraph (b) above.

(d) The development period shall be twenty (20) years from the
.date of issuance of the first Development Lease, This period

= may be renewed for an additional period of five (5) f,fe'_ars at
the option of CONTRACTOR upon six (6) months prior written
notice to EGPCG.  Following Commercial Discovery the extent

of the whole area capablle 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 development lease or leases without the

1ssuance of any additional legal instrument or permission.

Development operations thereafter shall be started prom-
ptly by Operating Company and be conducted in accordance -
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully developed.
In the event no commercial production of petroleum in regular
shipments is established from any Dcvdopment Block within |,
four years from the date of the approval of the Minister of
Petroleum referred to hereinabove such a Development Block
shall immediately be surrendered unless otherwise agreed upon
by EGPC. This four year time limit shall not apply to a Com-
mercial Discovery of non-associated gas which shall be subject
to the provisions of Article XX VII.

y
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(¢) CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement
but such costs and expenses shall not include any interest on
investment, and CONTRACTOR shall look only to the Pet-

roleumn to which it is entitled \nder this Agreement to recover

‘such costs and expenses. Such costs and expenses shall be
vecoverable as provided in Article VII. During the term of

this Agreement and its renewal, ‘the total production achieved
in the conduct of such operations shall be divided bctween
EGPC and CONTRACTOR in accordance with the provision

of Article VII.

(f) (1) CONTRACTOR shall be subject to the laws m tforce m
the A.R.E. and the political subdivisions thereof, which
impose taxes on or are measured by income or profits.
mcl_ﬁding those laws imposing the commercial and indu-
strial profits tax, municipal tax, defense ‘tax and naticnal

security tax on income and dividends paid with respect to
shareholders (hereinafter referred to as “A.R.E. Incomc
Taxes”), and except as otherwise provided in the Agree-*
ment, 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 A.R.E. Income Taxes as described above which
“may be Jevied against CONTRACTOR’s shareholders as
a result of CONTRACTORs activities under this Agree-
ment shall be deemed to be a tax levied against GON-
TRACTOR.

It is expressly agreed and acknowledged that EGPU’s
‘share of the volume of crude oil as determined under Article
VII includes a volume of crude oil to meet the CONTRAC:-
TOR’s AR.E. Income Taxes as described above in this
paragraph (f) (1). EGPGC agrees that proce:ads from such

crude ol volumes will be used to meet CONTRACTOR s
Income Tax liability in A.R.E. as and when due.
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(2} 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 :

(z) The total of the sums reccived by CONTRACTOR
from the sale or other disposition of all Crude Oil
acquired by CONTRACTOR pursuant to Article
V1I, paragraphs (a) and (b) ;

LESS

(a)' The costs and expenses of CONTRACGTOR
| which are allowed to be recovered m 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 separatcly disposed of by CON-
TRACTOR pursuant to Article VI, paragraph

(@) (2) ;
PLUS
*
() An amount equal to CONTRACTOR's A.R.L.

Income Taxes.

(31 EGPC shall assume, pay and discharge, on behalf of

CONTRKQTOR:"""CO"NTRACTOR"S ARE. Income
Taxes out of the sums received by EGPC from the sale or

other disposition of its share of the Cxude Ojl.

(4) EGPC shall furnish to CONTRACTOR! the proper official
recapt evidencing the payment of CFINTRACTOR’s
A.R.E. Income Taxes, within sixty (60) days following the
receipt by EGPC of CONTRACTOR tax declaration for

the preceding Tax Ycar. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount and
other particulars customary for such receipts.
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(g) In calculating its AR.E. Income Taxes, EGPC shall be entitled,
to deduct royalues paid by EGPC to the GOVERNMENT and

the ARE. Income Taxes of CONTRA.CTOR paid by EGPC
on CONTRACTOR’s behalf.,

|  ARTICLE 1V
‘WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(@) CONTRACTOR shall commence exploration operations here-
" under not later than six (6} months after the Effective Date.
Not later than the end of the cighteenth (18th) month atter

the Effective Date, CONTRACTOR shall start exploratlon
dn.llmg in the Area, with a commitment of drilling two (2)
wells plus a third well m the event one of the first two wells

is a Discovery well during the initial exploratmn periodl,
EGPC shall make available for contractor’s use all seismic,

wells and ether exploration data in EGPC’s possession wath
respcct to the Area.

(b) The mtial mplorahon penod shall be. four (%) years. CON-
TRACTOR may extend this exploration period for two (2)
additional periods of two (2) years and two (2) years respcéﬁvﬂ;y',
in accordance with. Article III b, each upon a thirty {50} days
prior written .;;otice to EGPC subject to its. expenditure of its
mnimum explbration obligations for the then c;irrcnt period.

CONTRACTOR shall spend a minimum of sur:tee:n million

U S. Dollars on exploratmn operatlons and activities related

thereto during the initial four (4) year e:xplﬂrauon penod' -
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X cluding drilling of two (2) wells plus a third well in the event
one of the first two wells is a Discovery well. For the first
two (2) year period that CONTRACTOR elects to extend be-
vond the ipitial exploration period CONTRACTOR shall
spend a mmimum of twelve million U.S. Dollars and for the
seccond two (2) year extension period, CONTRACTOR shall
spend a minimum of fourteen ‘million U.S. Dollars each of such
extensions shall include the drilling of one (1) well.

Should CONTRACTOR spend more than the minimum
amount required to be expended during the mitial four (4) year
exploration period or during any period thereafter, the excess

may be subtracted from the mimimum amount of money

required to be expended by CONTRACTOR during any suc-
ceeding exploration period or periods, as the case may be with-
out affecting the work commitment obligations. Should CON-
TRACTOR drill more wells than the minimum number reqi-

red during -any period, the excess may be credited to the mini- '
mum number required to be drilled during any succeeding-

exploration period.

- In case CONTRACTOR surrenders its exploration obli-
gations in this Agreement as set forth above before or at the
end of the fourth year of the initial period having expended
less than the total sum of sixteen million US Dollars on explo:

ration or in the event at the end of the fourth year CONT-
RACTOR has expended less than said sum in the Area, an
amount equal to the difference between the said sixteen million
US , Dollars and the amount actually spent on exploration
activities shall be paid by CONTRACTOR to EGPC at the
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(c)

time of surreadering or 1t‘»w.'?'ith_in three (3) months from the end

of year of the imtial expleration period, ;a's the case may be.
Any expenditure deficiency by CONTRACTOR at the end
of any additional perfod for ‘the Feasons abwe-‘noted shall
smilartys zesult in @ payment by CONTRAGTOR to EGPC"

of such deficiency. Provided this Agreement is still in force

as to CONTRACTOR, CONTRACT OR shall be entltled to

1ecover anmy such payments as exploratlen cxpendlture in Lhe _

manner prowded tor under Artlcle VII 1n the event of com-

mercial production. .
Without prejudice to Article I1I {b), irn case no Commer-

cial Discovery is es‘tabhshcd by the =ad of the elghth year or,
in case CONTRAGTOR surrenders its cxploratmn obligations

under this Agreement prior-to such time, EGRC shall niot bear
any of aforesaid expenses spent by GONTRACTOR.

At least five (5) months prior to the beginning of each finan-
cial year or at such other times as may mutually be agreed to

by EGPC and CONTRACTQR. CONTRACTOR - shall
prepare an Exploratmn Wonk Progam and Budget for the ~

Area setting forth the exploration operations which CONT-
RACTOR proposes to carry out during the ensuing year.
During - the * exploration “period, such Work Program and
Budget shall be at least sufficient to satisfy CONTRACTORs .
minimum expenditure obhgatmns for the .period, it .covers,
taking® into . account any “credits for excess expenditures by
CONTILlACTOR in prior exploration period.
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The Exploration Work Program and Budget shall be
reviewed by a joint committee to be established by EGPC and
CONTRACTOR after the. Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploration
Advisory Committee”, shall consist of six (6) members, three
) of whom shall be appomted by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGPC from among the -
membres appointed by it. The Exploration Advisory Gom-
mittee shall review and give such advice as it deems appropriate
with respect to the proposed Work Program and Budget.
Following review by the Exploration Advisory Commutree,
CONTRACTOR shall make such revisions as CONTRAC:
TOR deems appropriate and submit the Exploration Work
Program and Budget to EGPC for its approval. Following such
approval, it is ftrther agreed that :

1)  GONTRACTOR shall not substantiélly revise or modify

sa:d Work Program and Budget nor reduce the appmvéd
- %
budgeted expenditure without the approval of EGPC;

(i) 1In the event of emergencies involving danger of loss of
lives or propertyv, CONTRACTOR may expend such addi-
tional unbudgeted amounts as may be required to alleviate
such danger. Such expenditure shall be considered in ail
respects as exploration expenditure and shall be recovered

pursuant to the provisions of Article VII hereof.

(d) CGONTRACTOR shall advance all necessary funds for all ma-
terials, equipment, supplies, personnel administration and ope:
rations pursuant to the Exploration Work Program and Budﬂ‘(t
and EGPC shall not be responsible to bear »r repay any of flu
aforesaid costs.
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(¢) CONTRACTOR shall be responsible for the preparation aud
petformance of the Exploration Work Program which shall be
implementea in a ivdrkmanlike_ manner and in consistence with
good industry practices.

Except as is appropriate for the processmy of date, ktbora:
tory specialized engmeermg and development stdtes theresa,
to be made in specialised centers omtside A.R.E,, allgeological
and geophysrcal studtes as well as any other studtes related 10
the perforprmce of this Agreement shall be made in the AR L.

CONTRACT OK shall entrust the management of explo-
1ation operations In the A.R.E, to its technically competent

(eneral Manager and Deputy General Manager. The mames
of such Manager and Deputy General Manager shall, upon ap-
pointment, be forthwith notified to the GOVERNMENT and,
to EGPC. The General Manager and, in his absence, the De-
puty General Manager shall be entrusted by CONTRAGTOR
with sufficient powers 0 represent and hind CONTRACTOR
in all dealings with the Government and EGPC.

- All Iawful regulations issued or hereafter to be issued which aie

applicable hereunder and not in conflict with this Agreeinent
shall apply to CONTRACTOR. CONTRACTOR shall be

sabject to all laws and regulations in force in the A.R.E. 1o the
extent that such laws and regulations are not mconsmtent with

the provisions of this Agreement.

(/. CONTRACTOR shall supply EGPC, within fifteen (15)
days from the end of each calendar quarter, with a Statement
of Exploration Activity showing costs incurred by CONTRAC-
TOR during such guarter. CONTRACTOR’s records and
necessarv.supporting documents shall he available for inspection

by EGPC at any time during regular working hours for three
(3) months from the date of receiving each Statement.
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Within the three (3) months from the date of receiving

such Statement, EGPC shall advise CONTRACTOR in writ-
mg if it considers : |

(1) that the record of costs 1s not correct;

(#) that the (ibsEs of got)éls Or Services Suppliéd are not in line
with the international market prices for goocjié" or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied, provided
however, that purchasses made and services performed
within A.R.E. shall be subject to Article XXV;

(i) that the condition of the materials furnished by CON-
TRACTOR does not tally with their prices; or

(iv) that the costs incurred are not reasonably required for
operations.

CONTRACTOR shall confer with EGPC 1n connection Wlth
the problems thus presented, and parties shall attempt to reach
a settlement which is mutually satisfactory. If within the
time limit of the three (3) months period provided for in this
paragraph, EGPC has not advised CONTRACTOR of its ob-
jection to any statement, such statement shall be considered as
approved.

If within the time limit of three (3) months EGPC has advised
Contracor of its objections to any statement then Contractor

shall confer with EGPC in connection with the probléem thus
presented and the parties shall attempt to reach a final settle-

ment thcreto

CONTRACTOR shall supply all funds necessary for its opera-
tions in A.R.E. under this Agreement in freely convertible cur-
rency from abroad. CONTRACTOR shall have the right to
buy Egyptian currency whenever required and the corversion

shall"be made at the local banks in the AR.E. according to
the Official A.R.E. Rate of Exchange.
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(#) EGPC is authorized to advance to Contractor at a
bank of CONTRACTOR’s choosing within the A.R.E. the
Egvptian currency required for the operations under this Agree-
ment against recerving from Centractor and equivalent amount

of S Dollars at the official A.R.E. rate of exchange, such -
dollars to be deposited in an EGPC account abroad with a cort-
respondent bank the National Bank of Egypt, Cairo. Withdra-
wals from said account shall be used for financing EGPC’s and

its affiliates foreign currency requirements in accordance with
their appioved budgets and subject to the approval of Mimister

of Ferwroleum,
ARTICLE V
MANDATORY AND VOLUNTARY RELINOUISHMENTS

MANDATORY

8

At the end of the FOURTH vyear after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty-five percent in Exploration Blocks of the original

Area not then converted to development lease or leases.

At the end of the sixth year after the Effective Date hereof,
CONTRACTOR shall relinquish an additional twenty-five percent
in Fxploration Blocks of the original Area not then converted to a

a development lease or leases.

Without prejudice to Article III and XXI, at the end of the
eighth year of the exploration period, GCONT RACTOR shall relin-
quish the remainder of the original Area not then converted to a
development lease or léases.
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VOLUNTARY

CONTRACTOR may, voluntarily, during any penod relinquish
all or any part of the Area in Exploration Blocks provided that at
the time of such voluntary relinquishment its financial obligations
for exploration expenditure under Article v paragraph (B) have
been satisfied for such period. ‘ - *

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

Following Commercial Discovery, EGPC and CONTRAG TOR

shall mutually agree upon any area to be relinquished thereafer,

except for the relinquishment provided for above at the end of tht
total exploration period.

ARTICLE, VI
OPERATION AFTER COMMERCIAL DISCOVERY
(@) On Commercial Discovery, EGPC and CONTRACTOR shall

form in the A.R.E. an operating company which shall be called
WIST FIRAN Petroleum Company hereinafter referred 10 as
FIRAPETCO or as Operating Company. FIRAPETCO shall

be subject to the laws and regulations in force in the A.R.E. to
the extent that such laws and regulations are not inconsistent

with the provisions of this Agreement or the charter of FIRA-
PETCO. However, FIRAPETCO shall, for the purpose of this

Agreement, be exempted from the following laws and regula-
tions as now or herea.ftcr amended or substituted :

— Law No. 26 of 1954 concerning certain provisions on joint

Stock companies, partnership and limited liability com-
panies as amended ;
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(c}

- procedures.

—— TYaw No. 113 of 1963 on salaries.

— Law®No. 141 of 1963{01;"_:&16 formation of board of directors
at private companies, societies and corporations, and OR
the manner of workers represenfation thereon.

—- Law No. 60 of 1971 on Publw Institutions and Puhl.ic Se-
ctor Units ;

— Law No. 97 of 1976 organising dealings in foreign
" Ccurrencies ; L | -

 — Law No. 48 of 1978 on ' the staff Regulations of P ubhc

Companies ; _
—  Presidential Decree No. 1868 of 1974 restricting some con-
tracts of Works of the Government to Public Institutions

and Corporation and Public Sector Units.

The Charter of FIRAPETCO is hereto attached as Annex "D”
within thirty (30) days after the date of Commercial Discovery,
the Charter shall take effect and O perating Company shall

autematically come nto existence, without any further

—_— - - e ——r— ——— 1

Ninety (90) days after the date Operating Company comes
into existence in accordance with paragraph (b) above, it shall
prepare a development Work Program and Budget for the re-

mainder of the year in which the Commercial .Discovery Is

made, and not later than Five months before the end of the
current financial year (or such other date as may be agreed

%

upon) and Five months preceding the commencement of each
sucoeedinsg financial year thereafter {or such other date as mury
be agreed tpon) Operating Company shall prepare an annual
Produ tion ‘Schedule, Work Program and Budget for the suc
ceeding” financial year. The Production Schedule, Wk Pio-
oram and Budget shall be submitted to the Board of Directors
for approval and to be finally approved by EGPC.
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(d)

(€)

Not later than the twenticth (20th) day of each month, Opera-
tmg Company shall furnish to CONTRACTOR a written esti-

mate of its total cash requirements for cxpe.ndlture for the first

half and the second half of the succeeding month expressed in

US Dollars having regard to the approved budget. Such esti-
mate 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 correspondent bank designated in paragraph (e
below on the first day and fifteenth day respectlvely: or the next

follomng business dav, if such day is not a business day.

Operating Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of the

National Bank of Egypt, Gairo, the foreign 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 ARE. the required
amount to meet expenditures in Egyptian Pounds, for Opera-
ting Company in connection with its activities under this Agree-

rment.

Within sixty (60) days after the end of each Financial
Year, Operating Company shall submit to the appropriate ex-
change contro] authorities n the A.R.E. a statement, duly
certified by a recognised firm of auditors, showing the funds-
credited to that account, the disbursements made out of that
account and the balance outstanding at the end of the year.
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(f) It and for as long during the period of production aperations
there exists an excess capacity in facilities which cannot during

the. period of such excess be used by the Uperatimg Company,
the Contractor will consult with EGPG to find a mutually
agreed formmla whereby EGPC may use the excess capacity
if it so desires without any unreasonahle fmancial or opera-
tional disavantage to the Contractor, o

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION
SHARING

(@) (1) Gost Recovery Crude Q1l |

Subject to the auditing provision under this Agree-
ment, CONTRACTOR shall recover all costs and expen-
ses incurred & paid in respect of all the exploration deve-
lopment and related operations under this Agreement to

the extent and out of Forty (40) percent quarterly of aft
Crude Oil produced and saved from all development
leases within the Area hereunder and not used in petro-
leam operations. Such. Crude Oil is hereinafter referred
to as "Cost Recovery Crude Oil”.

For all Exploration, Development and production

hereunder, such. costs and expenses shall be recovered from
Cost Recovery Crude Oil in the following manner :

(t) All Operating Expenses, incurred after initial Com-
~ mercial production, which for the purposes of this
Agreement shall mean the date on which the first
regular shipment is made, shall be recoverable either

* m the Tax Year in which such costs and expenses are
mcurred and paid or the Tax Year in which initial
(;fl@mmereia;l Production occurs, whichever is later

ate,



\MTWJ‘JJ‘YGL?'()C!LA.}.L-M Lol 2l 0t

Ul_,‘jl(_g_,br..llcb'ﬂl ':--bJ.JLe..oVSiJ: l#&bdbﬂ%luﬁ_f
o Lo J—’i 4 Cuol (.‘)"m C‘:}U| un-ﬂ ‘L-.sl.n.:yl‘ pA__R ualJch (_g-U\_,
u.nLa| ﬁ‘.l.;\ﬂw|dﬂl:l_l5d(\‘r)drﬁbum 1_'““@‘ u..:La:mJl

s «TLJA O] ﬁ el a-:\..hlg.s_.a.a;_g._,.l.og..gjl d...,..n-faﬂ 4......11

ol p Y1 ey U et oS5 b 2ld & Ly ol Clas v

_'u_fa‘l ) pabol slant ¢ b o S (_s(-n)d,_;, s 3 i ¢ J oY

el s T 3 Ao el LA Sl soe s by oo (S
¢ SAN LY 545 Gl e 6T e S sl

A BBy all ST I S O s s i & G o 131 _ g
SR PR PR A [ 5L B aaha 2ol ol 1 i
-L....Jldl.li‘df(ulﬂJl JlaﬂYM|rwlw)i))wadeh
AR W R PN ST bnata 2o o 30 1 6 Lol
aw Mol o S b .=|;r_.y| _,_,MN '_,ﬁ_,c‘ytﬂl,.: F ot )
J_,LAJJ 4_..,JL, uL:N! el a3l

U“L" lnl:.ﬂ'ﬂ L_.Ilﬂﬂ_Jl_, ub_},@ll) C_G.JLCJI 4.9[5" L.A........a.., .\:-\::.J..... ¢
i | 4..”:“ r‘S::-S”
'g‘.na-._.“ &bjﬂj@m@wﬁiw'&lﬂm D -\
e et Gl



00  \AAY dw iy vo (1) mb A 2l — daee )l B o

(11)

Exploratlon Expenditures including those accumula-

ted prior to the commencement of initial Commercial -

Production, which for the purposes of this Agreement
shall mean the date on Wthh the first regular shipment
is made, 'shall be recoverable at the rate of twenty per-

~ cent per annum starting either in the Tax Year in

which such expenditures are incurred and pa1d or the
Tax Year in which initial Commercial production com-

mences, whichever is 1ater date.

(182) Development Expenditures, including those accumula-

ted prior to the commencement of initial Commercial

production shall be recoverable at the rate of twenty
percent per anium starting in the Tax Year in which
such expendltures are incurred and paid or the Tax

Year in which initial Commercial Production com-
mences, whichever is the later date.

(tv) To the extent that, in a Tax Year, costs, expenses or

expenditures recoverable per paragraphs (1), (1) and
fiii) preceding exceed the value of-all Cost Recovery
Crude Oil 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 Agreement, as to CONTRAC-
TOR.

For the purpose of determining the cl.assﬁmatlon 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 exceptlon
of operating expenses,
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3. Opf:ratmg Expenses” shall mean all costs, expen-

ses and expenditures made after initial Coramer-
. cial Production, which costs, expenses and expesi-
ditures are not normally deprréciable.

However, bperaung expenses shall include work
over repair and maintenance of assets hut shall
not inchude any of the following : side tracking,
redrilling and changing of the status of a well
from oil well to water well and vice versa, rep-
lacement of assets or a part of an asset, major
overhauling that extends the life of the asset,
~ additions, improvement and renewals, Such costs
~ shall be regarded as either Exploration Expen-
-~ ditures ar Devehepment Expenditures as appro-

- priate, , s
- (m'} It is understood and agreed upon that the recovery
-+ . .of costs and expenses as based upon the rates referred
‘above shall be allocated to each quarter proportion-
ately (one fourth to each quarter). -Howevr, any
remverable costs and expenses not recovered in one
- quarter, as thus allocated, shall be carried forward

for recovery in the next quarter. -

‘*62) CONTRACTOR shall each quarter take and separately
© dispose of all Cast-Recovery Crude Oil produced, except
~ as provided in sub-paragraph (a) (3) below of this Article
B A pTus its share of the balance of the Crude Ol as stipu-
lated in paragraph (b) belqw of ‘this Article, V¥i. To the
extent that the value of the Cost Recovery Crude Oil (as
determined in sub-paragraph fc) below) exceeds the actual
recaverable costs and expenditures, including any carry for-
ward from paragraph (a) (1) {iv) above, to be recovered in
that quarter the value of such: excess Cost. Recavery Crude
Oil actually taken and separately disposed of by CONT-
RACTQR shall e paid by CONTRACTOR to EGPC
* In the manner set forth in Article IV of the Accounting
procedure eontained in Annex “E” and CONTRACTOR
shall be deemed to have purchased such excees Cost Reco-
very Crude Off.
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(3)

Ninety (90) days prior to the commencemnet of each year
EGPG shall be entitled to elect by notice in writing to
CONTRACTOR fto take delivery in kind, F.O.B. uxport
teamainal or other agreed delivery point, of up to 50 per-
cent of any excess Cost Recovery Crude Oil for that year
and thereby reduce the ammount to be purchased by CON-
TRACTOR in the same percentage amount,

(b) Production Sharing :

The remaining sixty (60) percent of the CGrude Oil shall

be tsken and disposed of separately by EGPC aad CONT-
RACTOR according to the following incremental scale :

— _ —
Crude Oil ‘produced and saved under; EGPC | coNTRACTOR

this Agreement and not used in pet:! Share Share
roleum operations barrels per day] %o . %
(BOPD) | f \
That portion or mcrement up 50,000% |
(BOPD) 83 ) 17
That portion in excess of 50,000 BOPD! - - _ N
& up to 100,000 BOPD. 8 1 D
_ i. .

That portion or increment in €xcess of |
100,000 BOPD. 1 8 - 12

| L _

(e} (1)

1t is the intent of the parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market price
for Crude Oil. For the purpose of evaluating the prevai-
ling market value of the quantity of Cost Recovery Crude
@il to which CONTRACTOR is entitled hereuader during

cach calendar semester, the weighted average price realized
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for comparable quantities on comparable credit terms n

freely convertible currency from F.O.B. point of export
sales to non-affiliated companies during such semester at

armslength by either EGPG or GONTRACTOR wmder ail

Crude Oil sales contracts currently in effect. but excluding 1
crude oil spot sales not consistént with preva.l]mg market

prices for similar Crude Oil and also excludmg Crude

Oil sales Cmtracts involving barter whichever is higher,
shall be used. It is understood that in the case of C.LF.

sales, appropriate deductions shall be made for transport

and insurance charges to calculate the F.O.B. point of
export price; and always taking into account the appro-
prate adjustment for quality of crude oil, frmght advan-

tage or disadvantage of port of loading and other a appro
priate adjustments.  Neverthless, if ' CONTRACTOR
considers the value of the Cost Recovery Grude Oil so
detexmined not to reflect the market conditions nervailing

during the ' calendar semester;, CONTRACTOR an
EGPC shall meet and mutually agree upon the price.

If during any calendar semestér there are no such sales

by EGPC or CONTRACTOR under Crude Oil sales

‘cantracts currently. i effect, EGPC and CONTRACTOR

shall meet and mutually agree upon the price of Crude

Oil to be used in determining the value mentioned in
sub-paragraph (c) (1) above, pending such mutual agree-

ment the price used shall be the last price determined
pursuant to sub-paragraph {c) (1) or under this sub-
paragraph (c) (2) whichever is later, and appmprlatc
adjustment will be made thereto after determination of

a mutually agreed price by EGPC and CONTRACTOR,

(d) Operatitig Company shall prepare (hot less than ninety (90
days prior to the beginning of each calendar semester following

regular production) and furnish in writing to CONTRACTOR
and EGPC a forecast setting out the total quantity of petroleum
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(c)

®

(a)

that Operating Cowmpany estimates can be produced, saved
and transported hereunder during such calendar semester in
accordance with good oil industrj{ practicéﬁ . Operating Company
shall endeavour to produce each calendar semester the iorecast
quantity. “The Crude Oilh shall be run to storage tanks -
constructed, maintained and opératcd according to Government
Regulations by Operating Company in which said Crude Oil
shall be metered or otherwise measured for royalty, and the
other purposes required by this Agreement.

CONTRACTOR shall have the right and the obligauon to
separately take and dispose of currently all of the Crude Oil

to 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 IX, CONTRAG-
TOR shall have the right to retain abroad all funds acquired
by it abroad including the proceeds from the sale of its share
of Crude Oil exported.

At a reasonable time prior to the commencement of Commercial
production EGPC and CONTRACTOR shall meet and agree
upon a procedure for scheduling tanker liftings from the agréed
upon point of export so as to prevent curtailment of production

operations due to failure to HoA T

ARTICLE VIII
TITLE TO ASSETS
EGPC shall become the owner of I all assets acquired and owned
by CONTRACTOR in connection with the operations carried

out by CONTRACTOR or Operating Company in accordance
with the following :

(1) Land shall become the property of EGPC as soon as it is -

purchased. -
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(2) Title to fmed and mmvablc assets shall bc transferred auj:o-

madtically fmm CQNT.RAGI‘OR to EGPC as they bﬁcmx_,m

.-H

subject to recovery in - accordance with the provisions of
Acticle VII; or at the fime of temination of the Agrees,
ment, whichewver- imst OCClIS,. | I L e

The Book Value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC

or by Operating Company to EGPC and Contractor within
thirty (30) days of the -erd of «each quarter .

(b) During the term of ths,Ag;reemmt..and the renewal period
'EGPC, CONTRACTOR and Operating Company are entitled

to the full use of all fixed and movable assets in connection with, .

operations bereunder in (1) the Area and (2) any other area.
dpprca-ved by EGPC and CONTRACTOR and proper ac,coun
ting adjustment shall be made. CONTRACTOR and EGPC:

shall not dispose of the same except with agreement of the -othe:;
() CONTRACTOR may freely import into ARE., use therein

-and. freely export-at the-end-of such use machinery and equip=
ment which it either rents or leases in accordance W1th ghod

industry practlces

ARTICLE IX

BONUSES

(a) CONTRAGTOR shall pay té’ EGPC as a Signature Bonus tiic
sun of one million U.S. Dollars on the Effective Date. CON-

TRACTOR shall also pay one million five hundred thousand:
(.S, Dollars in the event CONTRACTOR enters the first ex-
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tension pcriod, in the event CONTRACTOR elects to enter the
second extension perxod a furthcr one million five hundred tho-

usand U.S. Dollars shall be paid to EGPC. |
(b). CONTRACTOR shall: pay to EGPC : | ﬁ o

the sum of five million U.S. Dollars as a producmon Bonus when
the total average daily production first reaches the rate of fifty
thousand (50.000) barrels per day for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen (15) days thcfeafg?r. ._
(¢) CONTRACTOR shall also pay to EGPC the additional sum
of seven million U.S. Dollars as a Production Bonus when: the

total average daily productlon first reaches the rate of one hun-
dred thousand (100,000) barrels per day for a period of thirty |

(30) consecutive producing days. Payment will be made within
tifteen (15) days thereafter. *

(d} CONTRACTOR shall also pay to EGPC the additional sum
of nine million U.S. Dollars as a Production Bonus when the
total average daily Production first reaches the rate of one hun-
dred fifty thousand (150,000) barrels per day for a period of

thirty (30) consecutive producing days. Payment will be macle "
withir fifteen (15) days thereafter. '

(¢) Both aforesaid Signature and Production Bonuses shall in no
event be recovered nor amoritized by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk prowvisions of Article TTI (c) hereinabove,
production from such sole risk area shall be considered for the
purposes of this Article IX only if CONTRACTOR exercises

its option to share in such productmn and only from the initial
date of sharing, -
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ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACGTOR shall maintain an office in A.R.E. at which
notices shafl be validly served, ° e L

T'he General Manager and Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient power to carry out

immediately all local written directions given to him by :lLe GO-

VERNMENT or its representatives under the terms of thir Agree-
ment.. All tawful regulations issued or hereafter to be 1ssued which

arc applicable hereunder and not in conflict with this Agrecrient
shall apply to the duties and activities of the General Manager and
Deputy General Manager.

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’s office in
AK.E. '

All matters and notices shall be deemed to be validly served

which are left at the office of the.Chairman of EGPC o which
are sent to him by registered mail at EGPC’s main office inCairo,

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) Operating Company shall take all proper measures, according
to generally accepted methods in wuse in the oil industry to
prﬁvtnt loss or waste of petroleum above or under the ground
in any form during drilling, producing, gathering and distri-
E‘uﬁn:g or storage operations. The GOVERNMENT has the
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right to prevent any operation on any well that it mighi

reasonably expect would result in loss or ‘damage to the well or
' the oil field. -

(’b) Upori Fcompletidri of the drilling of produéti{;e well, :'(bj‘pefaﬁﬁ:g
Company shall inform the GOVERNMENT or its representa-

tive of the time ‘when the well will be tested and the productlon
rate ascertamed.

(¢) Exrept in instances where multiple producing formations il
‘the same well can only be produced economically through a
simgle tubing string, Petroleum shall not be produced from mul-

tiple ol carrying zones through one string of tubing at the same
time, except with the prior approval of the GOVERNMENT

or ifs representative.

(d) Operating Company shall record data regarding the quantitics%
of Petrolcum and water produced monthly from each develop-
ment lease. Such data shall be sent to the GOVERNMENT
or its representative on the special forms pmvided for that pur-
pose within thirty (30) davs after it is obtained. Daily or
weekly statistics regardmg the production from the Area shall

be avaslable at all reasonable times for examination by authori-
zed representatlvee of the GOVERNMENT. o

(e} Dail},’ 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-
leun, 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 re-
presentative of the GOVERNMENT.
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ARTICLE XII

CUSTOMS EXEMPTIONS
(a) EGPC, CONTRACTOR, Operating Compa.ny and. ., their

foreign Contractors and sub-contractors engaged N carryulg

on cperations under this Agreement shall be permitted to im-
port and shall be exempted from customs duties, with respect
to the importation of machinery, equipment, vehicles, materials,
tupplies, consumable items, foodstuffs and movable property
when certified by responsible representative of EGPC, to be
used solely in carrying on ()pcrations under this Agreement.

{6) Each expatriate employee of CONTRA(‘TOR and Operating

(empany and the said contractors and sub-contractors shall he
permitted to import and shall be exempt from all customs
duties with respect to the reasonable importation of hou.schold
goods, consumable items foodstuffs (with'n the Hmits ‘approved
by EGPC) and personal effects including one automobile |
provided however, that such properties are imported for the sole
use of the employee and his family and provided further, that
no such pr cperty mmported by the employee shall be resold by
him in the AR.E. except in accordance with GOVERNMFNT

rezulations.

(¢) The exemption provided in (a) of this Article shall not apply
to any imported items when EGPC considers and shows that
items of the same or substantially the same kind and quality aie
tnanufactured locally and are available for purchase and timely

delivery in the A.R.E. at 2 price not higher than ten (10) percent
more than the cost of the imported item before customs duties,

but after transportation and msurance costs have been added.
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(d) Without prejudice to Article VIIL, any of the items imported
into the: A.R.E. either exempt or not-exempt_from customs
duties, taxes or imposts under. this Article may be exported by
the importing party at any time without the payment of aany

export duty, or mmpost.

(¢) Usced but serviceable material, equipment and goods resultmg
" from operations hereunder may be sold i»vithin 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 affiliated
company of EGPC.

(fi Material, equipment and goods so damaged or used as to be

aon 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 such Ope-
rating Company’s appratsal being subject to EGPC and CONt
TRACTOR approval) may be sold as scrap or junk without

payreent of customs duties, taxes or 1umposts.

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

manner :

GONTRACTOR shall be entitled to reimbursement of its un-

recovered cost, if any, in such material or equipment and the

excess, 1f any, shall be paid to EGPC.

(h) “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 pavable as a result of

the importation of the item or items under consideration.
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There shall be no licence required, and CONTRACTOR,
EGPC and their respﬁctivé buyers :sh..;.ill be exempted froru any
duty, tax, fee or any other financial impost in - respect of the
export of Petroleum hereunder.

ARTICLE X111

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a)

(b)

EGPC, CONTRACTOR and Operating Company shall cach

maintain at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Arnex “E”
and accepted accounting practices gencrally used in the petro-
leum industry, and such other books and records as may be

nccessary to show the work performed under this Agrecinent,

including the amount and value of all petroleum produced

and saved hereunder. CONTRACTOR and Operating Com-
pany shali keep their books of account and accounting records
in United States Dollars. Qperating Company shall furuish to

the GOVERNMENT or its representative monthly returns
showmg the amount of petroleum produced and saved here-
under. Such retums shall be prepared in the form requtired by
the GOVERNMENT, or its representative shall be signed by
the Geueral Manager or by the Deputy General Manager or a.
duly dwgnated deputy, and delivered to the GOVERNMENT
or its lepresentatwe within thirty (30) days after the cud of the

month covered in the return.
’ .

The aforesaid books of account and other books and Iecord:-.

referrcd to above shall be avallable at all reasonablc times forh

mf:pcctlon by duly authorized reprﬁ:aematwes of the GOVER-
NMENT.
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(a)

(b)

CONTRACTOR shall submit to EGPC a Profit and Loss State-
meni for the Financial Year not later than 2 mo:ths after
the commencement of the fo]lawmg financial year to show its
net profit or loss from the petroleum operations under this

Agreement for such vyear.

CONTRACTOR shall at the same time submit a yéar-end
Balance Sheet for the same Financial Year to EGPC. The

Balance Sheet and Financial statements shall be certified by
an Egyptian certified accounting firm accepted by EGPC.

ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare
and. at all times while this Agreement is in force, maintain ac-

curate and current records of its operations in the Area hgre -

under.  GONTRACTOR and/or Operating Company shall
furnish the GOVERNMENT or its representative, in con-
formity with applicable regulations or as the GOVERNMENT
Oor its representative may reasonably .require information and
data conceming its operations under this Agreement. Operat-
ing Company wi'l perform the functions indicated in this
Article XIV in accordance with their réspective role as speci-

fied m Article Vi

CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portmn of
cach sample of cores and cuttings taken from drilling wells, to

he disposed of, or forwarded to the GOVERNMENT or its re-

presentative in the manner directed by the GOVERNMENT.
All samples acqmred by CONTRACTOR and/or Operating
Company for its own purposes shall be considered available for
nspection at any reasonable time by the GOVERNMENT or
1ts representatives.
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Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside AR.E. samples equwalent in size and

quality shall, before such exportation, be delivered to EGPC as
representative of the GOVERNMENT.

Originals of records’camn only be exported with the permission
of EGPG; provided, however; that pragnetic tapes and amy other

‘data which must be processed or analyzed outside the A.R.E.

may be exported if a monitor ar a comparable record, if avalla-
ble, is maintained in A.R.E. and provided that such exports
shall be repatriated to A.R.E. immediately upon EGPG request

on the understanding that they belong to EGPC.

During the period CONTRACTOR is conducting the cxplora-
tion operations, CONTRACTOR shall permit EGPG through

EGPCs duly authorized representatives or employees to have

full and complete access to the Area at all reasonable times with

the rirht to observe the eperatimis being conducted and to m-
spect -all assets, records and data kept by CONTRACTOR.

EGPC's reprcsentatwe in exercising its rights undcr the preced-

ing sentence of this paragraph (e), shall not interfere with GON-
TRACTOR’s operations, CONTRACTOR shall provide EC‘ rC
with eopies of any and all data (including, but net limited fo,
geological and geophysical reporis, logs and well surveys) infor-
mation and interpretation of such data, and other information

in CONTRACTOR’s possession.

For the purposc of abtainmg new offers, as. to adjacent areas
the GOVERNMENT and or EGPC may show any other party
geophysical and geological data (the age of which is not less than
one year) with respect to the Area.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

GCONTRACTOR shall entirely aIIcl solely be responsible in Iaw
toward third parties for any damage caused by CONTRACTORs

exploration operations and shall indemnify the GOVERNMENT
and/or EGPC against all damages for which they may be held lia-

ble on account of any such operations. CONTRACTOR shall have

the opportunity to investigate or otherwise deal with any s.uch
claim by a third party.

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 (Ipera}
tions conducted thercon. Such representatives may examine the
books, registers and records of EGPC, CONTRACTOR and Ope-

ratrmg Company and make a reasonable number of surveys, draw-
mgs and ‘tests for the purpose of enforcing this Agreement. They

shall, for this purpose, be entitled to make _reasonable use of the
machirery and instruments of CONTRACTOR or Operating Com:-
pany on the condition that no danger or impediment to the opera-
tions 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 machinervi and instruments.  Such
representatives shall be given reasonable assistance by the the agents

and employees of CONTRACTOR or Operating Company so that
none of the activities shall endanger or hinder the safety or effici-
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ency of the operations. CGONT RACTOR or Operatj\ng 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 furng-
shed housing while they are in the field for the purpose._r{'f fac._,ilita._-.-.
ting the objectives of this Article. Any and all information obta}- .
ned by the GOVERNMENT ‘or its representatives under this -
Article XVI shall be kept confidential with respect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF

ARAB REPUBLIC OF EGYPT PERSONNEL _

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

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

(1) The expatriate administrative, professional and technical
personnel employed by CGONT RACTOR or Operating

Company and the personnel of its contractors for the con-
duct of the operations bereunder, shall be granted a resi-

dence as provided for in Law No. 89 of 1960 as amended
and Ministerial - Order No. 9 of 1963 as amended, and

CONTRACTOR agrees that all immigration, passport,
visa and employment regulations of the A.R.E., shall be
applicable to all atien employees of CONTRACTOR

working in the ARE, | -
(2) A r}linimqm of twenty-five {25) percent of - the combined
salaries and wages of each of the expatriate admini-
strative, pmfesai{jml and technical perscnnel cmployed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian Currency. On final repatriation such
_ personnel shall have the right to remit abroad in U.S. Dol-
larswor other currencies the unused portion of Egyptian Cur-
rency in excess of twenty-five (25) percent of such person-
nel’s salary.
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(b) CONT RACTOR and Operating Company shall each select its
employees and determipe the number thereof, to be used for op*

erations hereunder. -
(¢) CONTRACTOR shall, a,ftﬁr c:otnsulltatlon with EGPC prepare

and - carry out specialized training programs for all its ARF.

cmployees engaged in operations hereunder with respect to ap-

phcable aspecm of the petroleum industry.  CONTRACTOR
and Operating Company undertakes to replace gradually their:
non-executive expatriate staffs by qualified nationals as they
are availabie. '

(d) During the penod when CONTRACTOR is conducting expl-

oration, CONTRACTOR shall give mutually agreed numbers

of EGPC employees an opportunity to attend parﬂmpatf: i’

CONTRCTOR’s and CONTRACTORs affiliate training pro-

grams relating to exploration and development operations.

ARTICLE XVIII o
LAWS AND REGULATIONS |

(¢) CONTRACTOR and Operatmg Company shall be suB]eLt to
Law No. 66 of 1953 (excluding Article 37_thereof) as amended.

f— S =

- by Law No. 86 of 1956 and the regulations issued for the imple-
meéntation thereof, inclnding the regulations for the safe and
efficient performance of -operations carried out for the execu:

tion of this agreement and for the conservation of the petroleum
resources of the A.R.E:" provided that no régulations, modifi-

cat1m _or mterpretation thereof shall be’contrary to mconsis-
tent with the provisions of this Agreement.

~(b) EGPC, Operating Company, and CONTRACTOR shall be
- exempted from all taxes, except as provided in Article 1II pa-
ragraph (f) for income taxes, with respect to the extracting,
producing, exporting or transporting of petroleum hereunder.
CONTRACTOR and Operating Company shall also be ex-
empted from any tax on capital or assets.
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(¢) The rights and obligations of EGPC and CONTRACIOR

under, and for the effective term of this A greement, shall be
governed by and in accordance with the provisions of this
Agreement and can only be altered or amended by the ‘mutual
agreemcnt of .the said contracting parties..

(d) The contractors and sub—contractars of CONTRACTOR and

Operating Company shall be subject to the provisiods of this
Agreement which affect them. Insofar as all rcgulatlons which

are duly issued h}r the GOVERNMENT app;y from time to
time and are not in accord with the provisions of this Agree-
ment, such regulations shall not apply to the CONTRACTOP

and sub-contractors.

(¢) EGPC, CONTRACTOR, Operating. Company and their sub-
contractors shall for the purposes of this Agreement be exemp-

ted from all profess:onal stamp duties 1mp03-ed by syndi-al laws
with respect to their documents and activities hereunder.

ARTICLE XIX

RIGHT OF REQUISITION

, {a) In case of natlmal emcrgency due to monmnnnew expecta-
tion r;rf war or internal causes, the GOVERNNIENT may requ-
isition all or part of the productlon from the Area obtaHied
hereunder and require Operating Company to increase such
production to the utmost possible maximum. The GOVERN-
MENT may also requisition the oil field itself and, if necessary

related facilities.

(b} In any such case, such requisition shall not be etfected except

after inviting EGPC and CONTRACTOR or their represcn-
tative by regmtered letter, with acknowledgen-ent of receipt.
to express their views with respect to such requisition.
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(¢) The requisition of productic_m* shall be effected by, Ministerial
Order. Any requisitioh of oil field itself, or any related
facilities shall be effected by a Premdentlal Decree duy
notified to EGPC and CONTRACTOR

(d) In the event of any rcqlusmon as prowded above the GOVERN.-

MENT shall indemnify ini full EGPC and CONTRACTOR

~for the period during which ‘the requisition is maintained,
mcluding :

(1) Al damages ﬁrhich result from such requisitior:.

(2) Full payment cach month for all pctrolcum extracted by

the GOVERNMENT less the royalty share of such
procduction, and

(3) Other obligations of Contractor and EGPC hereunder.
Howeirrr any damage resulting from encmy attack is not with-

m the meaning of this sub-paragraph (d). Payment hereunder
shall be made to CONTRACTOR in U.S. Dollars remittable
abroad. The prlcc paid to CONTRACTOR for Petroleum
taken shall be calculated in accordance with Article. VII

paragraph (c). -

1 b *
I - . " Do

ARTICLE XX
- ASSIGNMENT

(2) Neither EGPC nor. CONTRACTOR ‘may assign to a person,
firm or corporation not partyl hereto, in whole or in part, any
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT :
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(0) To enable consideration te be given to any request for such

consent, the following conditions must be fulfilled :

(1) The obligations of the agsignor deriving from ths Agree— )

ment must have been duly fulfﬂled as’ of the date such
I‘Et]ﬂfsi' 15 mad& N g a »

(2) The instrument of assignment must be written in both
Arabic and English and must include provisions stating
preasely that the asvignee & bound by all covenants

coiauned in this Agreement and any modifications or
additions in writing that'up to such time may have bev

made. A draft of such instrument of assignment shall be
submitted to EGPC for review and approval before being
formally executed. - ' !

'

(¢) Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes charges or fees,

(d) As long as the assignor shall hold any interest under this
Agreemart, the assipmor together with the assigne- shall be
jountly and scverally liable for all the dutics and -Ubhgaﬁ{)ﬂ!i of

Contractor vnder thls Agreement.

Y

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidentical Decree, with respect to

CONTRACTOR, in the follewing imstances
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(1)

@
(3)

(4)

If it konwingly has submitted any false statements 10 the
GOVERNMENT which were of a material ccmmderatmr‘
for the execution of this Agréement; -

If 1t ass1gns any mtcrest hercunder contrary to the

pr{mcmns of Article XX hf:reof

If it is ad_]udlcated bankrupt by a court of competent

If it does not comply with any final decisior reached as the °

result of court proceedings conducted under Article X XIil
paragraph (a) hereunder;

(5} If it intentionally extracts any mineral other than Petrolewin -

(6)

not zuthorized by this Agreement or without the authority

of the GOVERNMENT, except such extractions as inay
be unavoidable as the result of operations conducted
hereunder in accordance with accepted petroleum industry

practice and which shall be notified to the GOVERN--
MENT or its 1eprf:scnlanmas soon as possible; and :

If it commits any material brf:ach of this Agreement o1

of the provisions of law No. 66 of 1953, 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 accrued to the GOVERNMENT against CONT-
RACTOR in accordance with the provisions of this Agree-
ment, and, in the event of such cancellation, CONTRACT-
OR thall have the right to remove from the Arca all its
personal’ property.

+

(b) I the GOVERNMENT deems that one of the aforesaid causes

(other than a force majeure cause referred to in Article XXTJ
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hereof) exists to cancel dﬁs‘Aggcmmt, the GOVERNMENF
shall give CONTBRAGTOR.ninety (30} days: written. natice
personally served on CONT RACTORs General Manager in

the Icgally official manner and receipt of which is acknowledged

by him or by his ]cgaf agents, to remedy and remove such
cause; but if for any reason such.service is lmpOSSIblf: due to-

"-*-.‘--.

pnnotified change of addrcss, pubhcatlon in the Official ]oﬁmal
of the GOVERNMENT of such notice shall be considered as

vaiidly sesved ponCON'].RACTOR If at the end of th= '
said ninety (90) days noﬁtcc period such cause -has not been
remedied and removed, this Agreement may be cancelled

{orthwith by Order or Presidential Decree as aforesaid ; provided
however, that if such cause, or the failure to remedy or remowve. .

~ such cause, resultes: from any act or omission. of ouc party,*
cancellation of thm Agrce;nent shall b~ effective only agamst
that party anct not as against the othar party hereto. |

~ ARTICLE XXII

’ -

FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and
CONTRACTOR, o either of them of any, obligation under this
Agreement qhah be excuscd 1f and to the extent that, such non-
pcrformancc ot dclay is caused by force ma]ﬂurc' The pcnod

of uny such non-performance or delay, together with such period
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as may pe necessary for the restoration of any damage done
during sach delay, shall be added to the time given in this

Agreement for the performance of such obligation and for the
performance of any obligation dependent thereon and conse-
quently, to the term of this Agreement, | but only wnh rf'spect .
to the block or blocks affected. '

-_—

. .
i . - -

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

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

" MENT of the ARAB REPUBLIC OF EGPYT, or the Govern-

ment of the United States or the Goifeimnent of France with
respect to CONTRACTOR whether promulgated in the form
of a law or otherwise or any act of God, insurrection, riof,

war, strike, and other labor disturbance, fires, floods or any

- cause not due to the fault or negligence of EGPC or CONT-

RACTOR or either of the:rn, whethe:t or not similar to tthe fore-

_.going, promdad that any such cause is. beyond the reasonable

control of EGPC and CONTRACTOR, or either of them.

Without prejudice to the above and except as may bc c:therwlse

- provided herein, the GOVERNMENT shall mcur no respon-

sihility whatsoever to EGPC and CONTRACTOR, or cither

of them for any damages, restrictions or loss arising in conse-

quences of such case of force majeure except a force majeure
caused by the order, regulations or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT.
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1f the force majeure event occurs during the initial exploration

period or any extension -thereof “and continues in effect for
a pcnod of two (2) years, GONTRACTOR shall have thf.,-
c)pt.wn upon mncty (90) da}'s prlor wntten n(}tlce to EGPC {6
termmate ifs obhgauons hereunder w1th0ut further haLihw
of any kind and, if still in force, the Guaranty contained in

Annex “CG” hereto, shall be automatically cancelled and EGPC
shall so nc;ufy the Bank to release the Guaranty.

. ARTICLE XXIII
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and the

parties hereto with respect to the interpretation, application oz

execution of this Agreement, shall be referred to the jurisdic-
tion of the appropriate A. R E C}ourts and shall bf: fmallv set-
tled by such courts. — - oo _

Any dispute arising between CONTRACTOR and EGPC in .
connection with the preseht Agreement shall be finally settled
by arbitration. The Arbitration shall be held in Stockholm,
Swéden and conducted in accordance with the Rules of Concilia-
tion and Arbitration of the International Chamgef of Coﬁlzrnerce.
In the event of no provisions being made in these rules in certain

cases,. the Arbitrators shall establish their own pmcedures.
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The arbitration shall be initiate-d by either party giving notice

to the other party that it elects to refer the disput to arbi-
tration and that such party (hereinatter referred to as the “First
Party”) has appointed an Arbitrator who shall be identified in
said notice. The other party (hereinafter referred to as the -
“Second Party”), vsri”thm fifteen (15) days shall notify First Partw
in writing, 1dentlfymg “the Arhitrator that it has selected.

If the BCmnd Pa1tw does not appomt its Arbitrator as afore-
said, the First Party shall have the right to apply to the Comtf
of Arbitration of the International Chamber of Commerce to
appolnt a second arbitrator. The two arbitrators shall within
thirty (30) days, select a third Arbitrator, failing which the
third Arbitrator shall be appomtcd by Court of Arbitration of
the International Chamber of Commerce at the request of either

party.
.

The third Arbitrator must-be a citizen of a countrv other (han

4

the A.R E. the Umted States and Krance and of a country Wthh
has diploumatic relauong with A.R.E., the Umte:d States and

France and shall 'have m:i eCONOMIC mtercst 1 the oil business of
the signatories hereto.

The parties shall extend & the Arbitrauon board all faéﬂities -
(including aceess to the petroleum operations) for obtaining *.
any information required for proper deterrmnatmn of the
dispute. The absence or default of any party to the arblt-
ration shall not be permitted to prevent or hinder the arbi-

&+

tration procedure in any.or all of its stages.
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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 J:herem forlsuch reparation

as may ‘appmpriatély be made in favor of the complajnant.

Judgement in the award rendered may be entered in any
Court having jti'riédiﬁtioﬁ and application may be made in such
Court for a judicial acceptance of the award or an order of
enforcement as the case may be. o

ki) The partieé desire that, wherever appropriate, decisions and

awards shall specify a time for compliance therewith.

(j) The provisions of this Agreement relating to arbitration shail

(%)

continue in -force . notwithstanding the termination of ~this
Agreement.

PRINCIP-LES,Of --GOODWILL — The signatories base their
relations with respect to this Agreement on ‘the principles of
soodwill and good faith. Taking into account their different
nationalies, this Agreemmt shall for the p';:lrpose c;f arbitration |
be given fj:ffr:ct and shall be interpreted and apialied n oonfm‘-
mity with pr%nciplgs of ]aw common to the AR.E., the United 1

States and France and in the absence of such principles, then
in conformity with the prindiples of law normally recognized

by civilized naﬁons in general, including those which have been

applied by International Tribunals.
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ARTICGLE XXIV
STATUS OF PARTIES

(a) The nghts, duties, obligations and liabilities in respect of EGPC
.nd CONTRACTOR licreunder shall be several and not joint
or collective, it being understood that this Agréement shall not be .
construed as constituting an association or corporation Qf |

' partner&hip.-.

(b)) CONTRACTOR shall be subject to the laws of the place

where it is imcorporated regarding their legal status or creation |
organization, charter and by-laws, shareholding, 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 to the
stamp tax on capital shares nor any tax or duty in the A.R.E.

CONTRACTOR shall be exempted from the 'applicatian of

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

(¢} All parties comprising CONTRACTOR shall be jomnty and

severalty liable for the performance of the obligations under
this Concession Agreement.
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"“K‘RTICEE XXV

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED
MATERIAL

CONT RﬁCTOR or Operatmg Ccmpaﬂy, as the case ma,yr be R

x
i
.y -"r""-- .

and the,:r ﬁontracmm shall h, o | ‘ T

(&) Give priosty to local mig_ljéttors_ as. long as their prices and .‘
. performance are comparable with intemational prices and‘
performance., CONTRACTOR and Operating Company
shall, however, sub jdct: to tht"_prébcdjn*g,— sentence, be exempted
from the provisions of Presidential Decree No. 1868 of 1974,

as amended.

(b) 6ive preferenee to: Iecaﬂy manufactured matei ial, eqmpment
machinery and cmsumabies 50 l‘cmg' as their quahty" and tine i’

———_—— ey, =% mrw— =~  T——— - e — e S eyt T T T

of dehivery are comparable to mtematrornal}y available matenak;
cquipment; machinery-and consumables. However, such” ma-
terial, equipment, machmery and consumables may be 1mp01‘ted |

for operations conducted hereunder if the local pm:e of such’

items at CONTRACFOR’s or Operatmg Company S operdti'n’g,
base in AR.E. is more than ten (10) perc:mt higher than the
price: of such imaported items before customs duties, but after
transportation: and insurance eosts have heen added.

(¢; Any of .thc above nien_tioneda payments in (a) & (b) shall be

made ¥ local currency.
% -
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ARTICLE XXVI
ARABIC TEXT

The Arabic version of this. Agreement shall, before the courts
of ARE, be referred 1 in construing or interpreting this Agreement;
Wded how&er, that in any arbitration pursﬁant to Articlé XXI I
hereabove between EGPC and CONTRACTOR the English and -
Arabic versions shall both be referred to as having equal force in

_construing or interpreting the Agreement.

ARTICLE XXVII
GAS

If Gas is produced or is capable of being produced from the Are_at
EGPC and CONTRACTOR shall in’ good faith study all possible
cconomic altematives for its use and decide -on the best alternative
for EGPC and CONTRACTOR jointly. The cost and expenses In
the field of producing non-associated gas shall be recovered in

I——— L T il —- —

accordance with the Cost Récovery Principles of Article VII.

Proruction Sharing Principles of Article VII shall apply, o the
value of associated and non-associated gas if sold for export and not
wed in operations, flared or re-injected. However, any Gas not
exported outside A.R.E. in a liquid or solid state, or not used in
operatins (including re-injection), shall remain in the property of
the State and may be utilized by EGPC and EGPC shall not be
liable for payment to CONTRACTOR of any costs or €Xpenses
respecting any past operations of CONTRACTOR related to such

Gas. Under no circumstances will CONTRACTOR be responsible
for or bear any cost or expenses incurred for utilization of Gas used

internally in the ARE.

.
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ARTICLE XXVIII

GENERAL

The headings or titles to ¢ach of the Articles to this Agreement
are solely for the convenience of the pax‘tles hereto and shall not be

used with respect to the interpretation or construction of said
Articles.

ARTIGLE XXIX
APPROVAL OF THE AR.E GOVERNMENT

This agreement shall not be bmdmg upon any of the parties
hereto unless and until a law is Tssued by the competent authorities
of the AR.E. authorizing the Minister of Petroleum to sign said
Agrcement and giving this Agreement full force and effect of law
not“flthstandmg any countervailing governmental enactment, and -
Agreement $s 'SI’gnet{ by the GOVERNMENT. EGPC, and CONT-
RACTOR.

'ARAB REPUBLIC OF EGYPT
- BY : _ -

" EGYWIAM GENERAL PETRGLEUM*- c'o;amm TION
R R

CONOGCO WEST FIRAN, INC

BY : e

TOTAL PROCHE ORIENT

. a N
. g il gl A et et '
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ANN‘EX IFAII

CONCESSION AGREEMENT ..
BE'i‘WfEEfﬁ
ARE, E.G.P.G., CONOCO AND TOTAL
N
OFFSHORE GULF OF SUEZ
BOUNDARY, DESCRIPTION

Annex “B” is an illustrative map on the scale of 1 : 1(}0,00({

including the Area covered and affected by this Agreement.

The Arca is bounded by a group of straight lines and in certain
~ instances by the high tide shore Jine of the eastem coast of the Gult
of Suez and measures approximately 40 square kilometers. It 15
composed of all or part of eighteent (18) Exploration Blocks, each
ccampletfe block of which is 1.minute latitude by 1 minute longitude
and measures approxmiately 2,78 square kilometers of surface area.

- Tt is to be noted that the delineation lines of the area in Annex
“B" are intended to be only illustrative and provisional and do not

show accurately their true position in relation to existing monuments
and geographical features. {

Cooordinates of the comer points are given in the following tabic

which forms an integral part of this Annex “A”.
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_ ! Latitude ; Longitude
Point |
Néfl P r | B Bemarks
Degree |Minute | Sec. |Degree |[Minute | dec. |
1 28 44 | 30 Where Jatitude 28° | Due southwestward
44' 30" interseets to point 2.
! the high tide shore
‘ ' line of the Eastetn
coast of the Gulfof |
! Suez |
o | | | .
2} 28 | 43 |09 | 33 12 13 | Due westward to
. point 3.
3] 28 | 43 |11.42] 33 | 08 | 56.87| Duc northward to
| | point 4.
:4 l 28 45 53.75; 33 .09 00.18] Due easiward to
-‘3' ! . point 5.
5 1 28 | 45 |s50.86 33 | 12 |04 | Duenorthward to y
| ‘ I ; point 6.
. ! | 1 | 1
- 6 | Where longitude 33° 33 1 12 |04 | Along the high tide
12’ 04" intersects the shoreline of  the
i high tide shoreline | Eastern Coast of the
of the Eastern coast | - ~ |Gulf of Suez to point

; of the Guif of Suez

il which ts the begin-

ning point of this area.
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ANNEX «“C”

LET'I‘ER OF GUARANTY

LETTER OF GUARANTY NO. CAIRO.

EGYPTIAN GENERAL PETROLEUM CORPORATION
Gmﬂmgn o

The Undersigned o as

Guarantor, hemby guarantees to the Egyptian Gc:ncral pe,trc\leum |
Corporatlon (heremafter referred to as EGPC) to the limit of sixteen
million Dollars in US Currency the performance by CONOQCO
WEST FIRAN, INC, and TOTAL PROCHE ORIENT (herein-
after referred to as CONTRACTOR) of its obligation required for

exploration operations to spend a minimum of sixteen milhon US
Dollars during the initial four years of the exploration period under
Article IV of that eetrain Concession Agreement (heremafter refer-
red to as the “Agreement” ) covering that Area deseribed in Annexes |
“A” and “B” of said Agreement, by and between the Arab Republic

of Egypt (hereinafter referred to as “AR. E.”), EGPC and CON-
TRACTOR, dated.

It is undexstood that thJs Guaranty and the liability of the Gu-
arantor horeunder shall be reduced quarierly, during the peitod of
expenditure of said sixteen milion US Doellars by the armpuut of
money expended by CONTRACTOR for such exploration opera-
tions during each such quarter. Each such reduction shall be estab-
bshed by the joint written statement of EGPC and CONTRAC- |
TOR. . _ -
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In the event of a Glaim by EGPC of non-pe:rformancc or sur-
render of the Agreemcnt on the part of CONTRACGTOR prior to
fulfillment of said minimum expenditurc obligation under Article v .

of this Agrcement there shall be no liability on the undersigned Gu-
arantor. for payment to EGPC unless and until such liability has been
established by written statement of EGPC setting forth the amount

due under the Agrce:ment

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

(1) This Letter of Guaranty will becomc available only provided
that the Guarantor will have been informed in writing by CON-
TRACTOR and EGPC that the Agrcement 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 Lettér of Guaranty shall m any event automaticlly expire :

L
(@) Fifty-four (54) months after the date it becomes Effective,

Or
(b) at such time as the total of the amounts shown on quarter-

ly joinit statements of EGPC and CONTRACTOR. equals
or exceeds the amount of said minimum expenditure obljg;il

tions,

Whicheaver is earlier.

(3) Consequently, any claim in respect thereof should be made to™
the Guarantor prior to either of said expiration date at the latest

accompanied by EGPC’s written statement, setting forth the
amount of under expenditurc by CONTRACTOR to the effect

that

(2) CONTRACTOR has failed to perform its expenditure
obligations referred m this Guaranty, and
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(b) CONTRACTOR thas failed to pay the expenditure
deficiency (o EGPC. | |

We declare that on issaing ¢his Guamnty we did not exceed t'he‘_
limit -of total guaram-les wlﬂc‘h Wwe are muﬂed to issue as per M ifus-
try of Economy’s letter No, =~ = -~ -__' T dated

Ple.ase return to us thlS Letter of Guaranty in the event it does |
not > effective; or upon the expiry date. -

Yours faithfully,

For

ANNEX ‘D

CHARTER OF
WEST FIRAN PETROLEUM COMPANY
ARTICLE T

- A jeint stock comp yha the mnomhtyafthﬁms-
REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions of the

Agreement referred to below and of this Charter.,

The Company shall be, sub]cct to all laws and regnﬂau@ns

force in the AR.E. to the extent that. such la.ws and regufations
ave not inconsistent with e pmvmms of this Charter and Agree-

'ment weferred to below ;
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ARTICLE 1I

The name of the Gompany is “WEST FIRAN Petroleum Gom-
pany”’, abbreviated as “FIRAPETCO”.

ARTICLE (11

The Head Office of FIRAPETCO shall be in the ARE. in
Cairo.

ARTICLE IV

l“hc object of FIRAPETCO is to act as th(, agency througn
which EGPC, CONOCO WEST F IRAN, INGC., and TOTAL
PROCHE ORIENT as CONTRACTOR carry out and coiduct
the Development operations requircd In accordance with the pro-

visions of the Agreement signed on the day of

by and between the ARAB REPUBLIC OF EGYPT, THE
EGYPTIAN GENERAL PETROLEUM CORPORATION  and
CONTRACTOR covering petroleum operations in WEST FIRAN
Ares described therein.

FIRAPETCO shall also be the agency to carry out and con-

duct exploration operations after the date of Commercial Discovery
pursuant to CONTRACTOR’s Work Program and Budget approved
n accordance w1th the Aqreement

FIRAPETCO shall keep account of all costs, éﬁc,pemes and ex-
penditures for such operations. under the terrm of the Agreemcnt

and Annex “E” thereto . : . |

FIB.APETCO shall not engage in any business or undertake
any activity beyond the performance of said operations, . unless
otherwise agreed-upon by EGPC and CONTRACTOR.
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ARTICLE V

4

The authorized capital of FIRAPETCO is twenty thousand
Pounds Egyptian divided into five thousand shares of common stock
with a value of four Pounds Egyptian per share having equal voting
rights,; fully paid and non-assessable. |

EGPC and CONTRATOR shall each pay for, hold and own,
throughout the life of FIRAPETCO referred to above, onehalf
(}2) of the capital stock of FIRAPETCO provided that only in the
event that either party should transfer or assign thé whole 01?. any
percentage of its ownership interest in the entirety of the Agi*eemei{t,
may such transferring or assigning party transfer or assign any of
the capital stock of FIRAPETCO and, in that event, such transfer-

ring or assigning party (and its successors and assigns) must transfer
and assign a stock interest in FIRAPETCO equal to the transferred
or assigned whole or percentage of its ownership interest in the
entirety of the said Agreement. | |

ARTICLE VI

- FIRAPETCO shall not own any right, title, interest or estate
m or under the Agreement or any devel()pment lease created there-
under or in any of the Petroleum prbduced from any exploration
block or development lease area thereunder or in any of the assets,
equipment or other property obtained or used in connection there-
with, and shall not be obligated as a principal for the financin o

or perfornrance of any of the duties or obligations of either EGPC
or CONTRACTOR under the Agreement. FIRAPETCO shall not

make any profit from any source whatever.
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ARTICLE VII

FIRAPETCO shall be no more than an agent for EGPC and
CONTRACTOR. Whenever 1t 1s indicated herein that FIRA-
PETCO shall decude ‘take action or make a proposal and the lec

it is understood that such decision or judgement is the result of the
dedision or judgement of CONTRACTOR, or EGPC and CON-

TRACTOR, as may be required by the Agreement.

ARTICLL V111

FIRAPETCO shall have a Board of Directors consisting of
cight (8) members, four (4) of whom shall be designated by EGPC

and the other four (4) by CONTRACTOR. The Chairman shail
he 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

M eetings of the Board of Directors shall be valid if a majority

 of the Directors are prcscnt and any “decision taken at siich megtirg <
must. have the affirmative vote of five (3) or more of the Directors;

provided, however, that any Director may be represented and vote
bv proxy held by another Director.

ARTICLE X

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

shareholders owning or representing a majority of the capital stock.
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ARTICLE XI

The Board of Directors shall approve the regulations covering

the terms and conditions of employment of the personnel of FIPA-

PET1CO employed directly by FIRAPETCO and not assigned the-
teto by CONTRACTOR and EGPC. '

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

PETCO and such by-Laws shall be effective upon being approved
hv a General Meeting of the Sharcholders, in accordance with the

provisions of Article X hereof.

ARTICLE XII

FIRAPETCO shall come into existence within thirty (30) days
after the date of Commercial Discovery as provided for in the Agree-

ment.
 \

The duration of FIRAPETCO shall he for a period equal to
the duration of the said Agreement, including any renewal thereof.

It shall be wound up and liquidated if the Agreement referred

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

FGYPTIAN GENERAI PETROLEUM CORPORATION - .
BY . oo .

CONOCO WEST FIRAN, INC.

BY - . e »

TOTAI, PROCHE ORIENT
BY . ..; ..... _¢.a~.;;'; ......... s e e s b 8 0 e s
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lﬁNNEX IEE!!
ACCOUNTING PROCEDURE
ARTICLE T
GENERAL PROVISIONS
Definitions :

The definitions contamed 1n Article I of 'the Concession

Agreement shall apply to this Accounting’ “Procedure and-have
the same meaning. Certain accounting terms herein used are

defined as follows :

(a) ‘““‘Agreement” means the Concession ‘Agreement of which
this Annex 1s a part.

() “Non-Operator” means the parties to the Agreement other

than CONTRACTOR when it is performing work. X

Statements. of Activity .

(a) CONTRACTOR or Operating Company, as the case may
be, shall pursuant to Article IV of the Agreement, render to
Non-Operator within fifteen (15) days of the end of each
Calendar Quarter a Statement of Exploration Activity refl-
ecting. all charges and credits related to the Exploration

operations for that Quarter summarized by appropriate
calassifications indicative of the nature hereof.

(b)  Operating Company shall render to EGPC and CONTRA-
CTOR within fifteen (15) days of ithe end of each Calendar

quarter a Statement of Development and Exploration Ac-

tivity reflecting all charges and credits relateéd to the Deve-
"Jopment :and ‘exploration operations for that quarter sum-
marized by . appropriate classification indicative of. the
nature thereof except that itemns of controllable material

and unusual charges and credits shall be detailéd,
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3. Adjustments and Audits

(@) Each Statement of Exploration- Activity sha.llf';.@nclusively

be presumed to be true and correct after three:(3) months
following the receipt of. each statement by EGPC unless ..

within the said three (3) months EGPC takes written ex-

ception thereto pursuant to Article IV (f) of the Agreement
During said three (3) months period supporting documents
will be available for mspection by EGPC during all work-

ing hours, CONTRACTOR will have the same audit rights
on Operating Company statements as EGPC under this sub-

pdragraph

(b) All Statemmts of Acfi#ity fﬁ_r Development for any Calen-

dar quarter shall conclusively be. presumed to be true and
correct three (3) months following the receipt of such sta-
tement unless within the said thred (3) months period EGPC
or CONTRACTOR takes written exception thereto pen,
ding expiration of said three (3) months EGPC or CONT-
- RACTOR ot both of them shall have the right to audit

Operating Company accounts, records and supporting docu.-
ments for such quarter in the same manner as provided in

.. Article IV'[f) of the Agreément,

4. Currency Exchange :

- CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any
shall be kept in the AR.E. in U.S. Dollars. All U.S. Dollars

expenditures shall be charged in the amount expended.  All
Egyptian Pounds expenditures shall be translated to U.S. Dol-
lars at the official buying rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which expendi-
tures are recorded, and all other non-U.S. Dollar expenditures

g
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shall be translated to U.S. Dollars at the buymng rate of exchange

for such currency as quoted by National Westminister Bank
Lumted London at 10.30 a.m. G.M T on the fll‘S-t day of the

month in Wh.lCh expenthures are ‘recorded: A rccord shall i)e~
| kept of the exc"hangc rates used in traslatlng Egyptlan Pounds

ot other non-U.S. Dollars expenditures to U.S. Dollars. |
5. Preceéfence 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. :

6. Revision of Accounting Procedure :

e ———
SN E—— = g a—

By mutual agreement betwecn EGPC and &JONTRACTOR

this Accounting procedure may be revised from time to t'me
in the light of future arrangements.

7. No Charge for interest on Investment :

-Interest on investment or any bank fees or charges shall
not, at any time be charged as rccoverable cost under the
Agrecment " |
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ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR

shall alone bear and, directly or through Operatng Company, pay
the following costs and expenses, which costs and expenses shall be
classified and treated in accordance with Article VII of the Agree-

ment : |

1. Surface Rights :

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

2. Labour and Related Costs :
%

4) Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly engaged
i the various activities under the Agreement including
~salaries and wages paid to geologists and other employees
who are temporarily assigned to and‘employed in such
activities. Such salaries and wages to be certified bv a

certified public accounting firms.
Reasonable revisions of such salaries and wages shall
be effected to take into account changes in CONTRACT-
OR’s policies and amendments of Laws applicable to

salaries. Yor the purpose of this pargraph 2, and paragraph
3, salaries and wages shall mean the assessable amounts
for A.R.E. Income Taxes, including the salanies during

- the vacations and sick leaves, but excluding all the
amounts of the other items covered by the percentage fixed
under B below.
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D) For cxpatniate employees permanently assigned to Egypt :
[. All allowances applicable to salaries and wages ;

2. Cost of ést'ab].ished plans; and

3. All travel and relocatition costs of such expatriate em- |
' ployees and their families to and from the employee’s
country or point of origin at the time of employment,
at the time of sepation, as a result of transfer from
one location to another and for vacation (transporta-
tion costs for employees and their families transferr-
ing from A.R.E. to another location other than their
country of origin shall not be charged to A.R.E.

Operations).

Costs under this sub-paragraph 2. B shall be equal to
seventy (70} percent except for employces whose familiest
have not been transferred to A.R.E, in which case the
percentage will be fifty (50) percent of basic salaries and
wages paid for such expatriate personnel including those
paid during vacations and sick leaves as established in -
CONTRACTOR’s international policies, chargeable under

sub-paragraph 2 A, paragraph 9 and sub-paragraph 11. A
and C of this Article IT.

However, salaries and wages during vacations, sick
lecaves and disability are covered by the foregoing percen-

tage. The percentage outlined above reflects CONTRAC-

TOR’s actual costs as of the Effcctive Date with regard
to the following benefits, allowances and costs :

1. Anticipated termination of lease contract in AR.E. or
abroad. | :
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2. Houschold implements transportation in AR.E. or
abroad (round trip). ‘

3. Clothing equipment allowarces.

4, FExpenses ;xsmnected_-_m{.ith,;depa;rturc and amival of

employees and their families.
3. Accruals of seniority-indemnity-

6. Charges for social security and insurance such as :

— Retirement plan .

—  National Health 'Iﬁsurandc

— Unemployment Insurance

—  Accident and disability Insurance
—  Extraordinary Insurance .

7.  Contractual travel expenses of employees and their
families, | .

8 Exccss—Lngagﬂ-“ S eeso i

9. Recreational Allowances.
~ 10. -Medical assistance to employees and their families in-
or outside A.R.E.
11. Housing and utilities allownces, - .

- 12. Education allowance (children of expatriate employeesj
and educational assistance, '

13. Settlemmi: allowance in or outside A._R.E.I

14, Contribution for resettlement expenses at repatria-
tion.
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15. Vacations, sick leaves and disability salaries or ex-
penses.

16. Any other costs allowances and benefits of a hke na-.
ture as eatabhshed n CONTRAGTOR’S intematlonal )

' pohcles

The percentages outlined above shall be reviewed ‘at in®
tervals of three (3) vears from the Effective Date and at

such time CONTRACTOR and EGPC will agree on new
percentges to be used under this paragraph.

Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR’s m-
ternational policies which change or exclude any of the
above allowances and benefits.

The revised percentages will reflect as nearly as possi-
ble CONTRACTOR’s actual cost{ of all its established

allowances and benefits and of personnei transfers.

C} For expatriate cmployees temporarily assigned to Egypt
all allowances, costs of established plans and all travel rc-
location costs for such expatriate as ‘paid in" accordance with-
CONTRACTOR’S international policies such costs shall
not include any administrative overhead other than what
1s mentioned mm Article IT 11 b.

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 pro- -

vided under sub-paragraphs?. A and 2. B, parégi‘-aph 0
and sub-Paragraph 11. A and 11. C of this Article 1I.
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Benefits, allowances and related costs of national employees

Bonuses, overtime, customary allowances and benefits on
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 11.
Severance pay will be charged at a fixed rate applied to payrolis
which will equal an amount equivalent to the maximum liabi-
lity of severance payment as required under the A.R.k. labour

Law.

Material

Material, equipment and supplies purchased or furnished as

such by CONTRACTOR or Operating Company.
ay Purchases :

Material, equipment and supplies purchased shall be at

price paid by CONTRACTOR or Operating Lompany
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 CONTRACTOR may furnish
such material from CONTRACTOR’s affiliates stocks outside
the A.R.E. under the following conditions :

New Material (Condition “A47) -

New material transferred from CONTRACTOR’s
affiliates warehouse or other properties shall be priced
at cost, provided that the cost of material supplied is
no higher than international prices for material of simi-
lar quality supplied on similar terms, prevailing at the
time such material was supplied.
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9, Used Material (Conditions “B” and "G”)

2. Material which is in sound and serviceable condit
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

b Material which cannot be classified as Condition

“B” hut 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.

. Material which cannot be classified as Condition
“B” or Condition “C” shall be priced at a value
commensurate with its use,

d. Tanks, buildings and other equipment involving
erection costs shall be charged at applicable per-

centage or knoked-down new price.

c. Warranty of Materials furnished by CONTRACTOR :

CONTRACTOR does not warrant the material furpi-

shed beyond or back of the dealer’s or manufacturer’s gua-
ranty; and in case of defective material, credit shall not he
recorded until adjustment has been received by CON-

TRACTOR from manufacturers or their agents.

5. Transportation and Employee Relocation Costs

-»

A) Transportation of equipment, materials and supplies neces-
sary for the conduct of CONTRACTOR’s activities.



b oall =Ll VT

T —

\aAY 4w pld xo 3 (1)

_._—.._.#

M

o PRSI IEPRERIE iolall Jlet Jadls dudl Se s as (o)
i 1 ciiosils S (bl il T il o) A
EJU’N’ JJle| V-G-“ “-—-G-’-g-bj Laln-‘-"'-':-‘._ U:” }“ :Jj.ajﬂ_,l_l\ Lgx5 > 4

+ J;L’il\ J.go

o ol L Y Sy Sl bt il W
Gl SIS 5 Sl o Rl Ly 2l Y DLl WS (o)
Nlsid sl (g ¢ vz ) gt ot P Slme S g L
iisa e 5y Chly Lkl Blas)l Led iUt Ot T skl
23 <A et 5T/ Al Dol A i e
1) ) e - e A 6L Ll e &5 o
s ) 5, eyl g At S C,LA

v ade G B e Liepedly ddn Dl
i) S oY Jslly Bl Jull S ol Sl (2)
S A T e kT &l U VA R PP |

58l bl Sl sl e 1 eda 2y YT L by alas
sperer O



i - ol Rl

VoY yaAy dn il ve d (1) AU A S — dnes J1 3 ]

N

B) Business Travel and Transportation expenses to the extent

C

covered by established policies of CONTRACTOR or with

regard to Expatriates and Nationals, as incurred and paid
by, or for, employees in the conduct of CONTRACTORs

business.
Employees transportation and relocation costs for National

emplovees to the extent covered by established policies.

€. Services :

a)

QOutside services.

The costs of contracts for consultants, services and utili-
ties procured from third parties.

Cost of services performed by EGPC or by CONTRAC-
TOR or their Affiliated Companies in facilities mside or
outside the A.R.E. Regular, recurring, routire services, such

as interpreting magnetic tapes and/or other analyses, shall
be performed and charged by EGPC and/or CONTRAC-
TOR or their Affiliated Compasies at an agreed contrac-
ted price. Major projects involving engineering and, de:
sign services shall be performed by EGPC and/or CON-
TRACTOR or their Affiliated Companies at a negotiated

contract amount.

Use of EGPC's CONTRACTOR’s or thewr Affiliated Com-
panies’ wholly owned equipment shall be charged at a rental
rate commensurate with the cost of ownership and opera-
tion, but not in excess of competitive rates currently pre-

vailing in the AR.E.
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d) CONTRACTOR’s and its Affiliated Companies’ rates

shall not include any administrative or overhead costs other

than what is mentioned in Article IT 11 (b).

7. Damages and Losses :

All costs or expenses, necessary to replace or repair dama-

ges or losses incurred by fire, flood, storm, thett, accident or
any other cause not controllable by CONTRACTOR or Ope-
rating Company through the exercise of reasonable diligence:
CONTRACTOR or Operathlg Company shall furnish EGPCG

written noticc of damages or losscs incurred in excess of ten
thousand (10,000) U.S. dollars per occurrence, as soon as prac-

ticable after rcport of the same has been received by GON-

TRACTOR or Operating Company.

8. Insurance and Claims :

The cost of any public liability, property, damage and other
msurance against liabilities of CONTRACTOR Operating
Company .and/or the parties or any of them to their employees
and /or outsiders as may be required bv the laws, rules and re-
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 GCONTRACTORK or

Operating Company in settlement of any and all losses, clatmns,
damages, judgements and any other expenses, including legal
SEervices.
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9.  Indirect Expenses :

Camp overhead and faciliues such as shore base, warehouses,

water systems, road systems salaries and expense of field super-
visory personnel, field clerks, assistants, and other general em-

ployees indirecily serving the Area. Such expenses shall be
allocated each month between Exploration and Development

Operation according to sound and practicable accounting
methods.

10. Legal Expenscs

All costs and expenses of litigation, or legal scrvices other-
wise necessary or expedient for the protection of the Area, in-
cluding attomney’s fees and cxpenses as hereinafter provided,
together with all judgements obtained against the parties o1
any of them on account of the opei‘ation' under the Agreement,
and actual expenses incurred by any party or parties hereto in

securing evidence for the purpose of defending against anv
action or claim prosecured or urged acainst 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 parties hereto, a charge com-
mensurate with cost of providing and furnishing such services
may be made to operations.

11. Administrative Overhead and General Expenses

a) While CONTRACTOR is conducting Exploration activi-
ties, cost of statfing and maintaining CONTRACTQR’S |
head office in the A.R.E., and or other offices established

in the A.R.E. as appropriate other than field offices which
will be charged as provided in Article II, paragraph 9

above, and excepting salarics of employees of CONTRAC-
TOR who are temporarily assigned to and directly serving
oni the Area, which will be charged as provided in Article
II, paragraph 2 above.
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b) CONTRACTOR’s administrative overhead outside the
A.R.E. applicable to the A.R.L. Exploration operation
which will be charged cach month at the rate of five
percent (5%) of total exploration expenditures while CON-
TRACTOR is conducting Exploration activities, Adminis-
trative overhead outs'de A.R.E. will not be charged while
Operating Company is conducting Exploration activities.
No other direct charges as such for CONTRACTOR’s

administrative overhead outside the A.R.E. will be applied
against the Exploration obligation. Examples of the type
of costs CONTRACTOR is incurring and charging herc-
under due to activities under the Agreement and covered
by said percentage are : :

[.  Exccutive — Time of exccutive officers.

[N

Treasury —  Financial and exchange problems.

3. Purchasing — Procuring materials, equipment and
supplies.

4. Exploration and Production Directing, advising and

controlling the entire project.

5. Other departments 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.b of this Article IT.
¢) While Operating Company is conducting activities, Ope-
rating Company’s personnel engaged in general clercial and

office work, supervisors and officers whose time is gene-

rally spent in the main office and not the field, and all
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cmployees generally considered as general and adiminstra-
tive and not charged to other tvpes of expense will be
charged to operations. Such expenses shall be allocated
each month between Exploration and Development opera-

tions according to sound and practicable accounting
methods.

T aves

All taxes, duties or lcvies paid in the A.R.E. by CON-

TRACTOR or Operating Company with respect to this Agree-
ment other than covered by paragraph (f) (1) of Article III of
the Agreement. |

Continuing GONTRACTOR Costs

Costs of GONTRACTOR activities required under the
Agreement and incurred exclusively in the A.R.E. after Ope-
rating Company 1s formed. No sales expenses mcurred outside
or inside the A.R.E. mav be recovered as a cost.

Other Expenditures

Any costs, coxpenses oy expenditures, other than those
whitl: are covered and dealt with by the foregong provisions
of this Article II, incurred by CONTRACTOR or Operating
Compnay under approved Werk Programs and Budgets.

ARTICLE Jl1

INVENTORIES

Periecic Inventories Notice and Repre.ﬁf:ntation

At reasonablc intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating
Company of the Operations materials, which shall include
all such material, physical assets and construction projects.
Written notice of intention to take inventory shall be given by
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Operating Company to LGPC and CONTRACTOR at least

thirty (30) days before any inventory is to begin so that EGPC
and CONTRACTOR may be repesented when inventory is
taken. Fadure of EGPC and/or CONTRACTOR to be

represented at an mnventory shall bind them to accept the in-
ventory taken by Operating Company, who shall in that event
furnish the party not represented with a copy thereof.

2. Reconciliation and Adjustment of Inventories

Reconciliation of inventorv shall he made by CONTRAC-

1TOR and EGPC, and a list of overages and shortages shall be
jontly determined by Operating Company and CONTRAC-
TOR and EGPC, and the inventory adjusted by Operating
Company '

ARTICLE IV
COST RECOVERY
[. Statements of Recovery of Costs and of Cost Recovery Crude
Onl

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement render to EGPC as promptly as practicable but not
later than fifteen (15) days after receipt from Operating Com-
pany of the Statements for Development and Exploration
Actwvity for the Calendar Quarter a statement for that Q1.1artﬁ_r

showing :
1. Recoverable costs carricd from the previous quarter if any.
. Recoverable costs incurred and paid durmg the quarter.

vt Total recoverable costs for the quarter (1) -+ (ii).
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iv. Value of Cost Recovery Crude Oil taken and separately,

disposed of by CONTRACTOR for the quarter.

v. Amount of costs recovered for the quarter,

vi. Amount of recoverable costs carried nto the succeedinn@

quarter, if any.

vii. Excess, if any, of the value of Gost Recovery Crude O1l
taken and separately disposed of by G ONTRACTOR OVECr
costs recovered for the quarter.

Payments :

If such statement shows an amount due EGPC, paymen:
of that amount shall be made in U.S. Dollars by CONTRAC-
TOR with the rendition of such statement.  If CONTRAU-
TOR fails to make any such pavment o EGPC on the date
when such payment i1s due, then CONTRACTOR shall pay
an interest of 2.5% higher than the London Interbank Borrow- .
ing Offered Rate (LIBOR) for three tS} months U.S. Dollars

deposits prevailing on the date such interest 1s calculated. Such
interest payment shall not be recoverable.

Settlement of Excess Cost Recovery Crude Ot

EGPC having the right to take its entitlement of excess
Cost Recovery Crude Oil under Article VII sub-paragraph (a)
of the Agrcement, in kind durmg the said Quarter, A settle-
ment shall be required with the rendition of such statements

i case Contractor has taken more than its own entitlement of

-nch excess.
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4.

Audit Right :

EGPC shall have a period of twelve (12) months from re-
ceipt of any statement under this Article IV in which to audit

and raise objection to any such statemnent. EGPC and CON-

TRACTOR shall agree on any required adjustments. Sup-
porting documents and accounts will be available to EGPG

during said twelve (12) months period.
ARTICLE V

CONTROL AND MAJOR ACCOUNTS

Lxploration Obligation Control Accounts

CONTRACTOR will cstablish an Exploration obligation
Control Account and an offsetting contra account to coxitrol
‘herein the total amount of Exploration Expenditures reported

on Statements of Activity preparﬂd per Article 1.2.A heceof,
less any reductions agreed to by EGPG and lCONTRAGTOR

following written exceptions taken by a Non-Operator pursuant
to Article 1.3.A hcreof. In order to determine when minimum

Fxploration Obligation have heen met.

Cost Recovery Control Account :

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account to control therem the amount
of cost remaining to be recovered, if any the amount of cost
recovered, and the value of Ixcess Cost Recovery Crude Ol

‘1 any.
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3. Major Accounts

For the purpose of classifying costs, expenses and cxpert-
ditures for cost recovery as well as for the purpose of establishing

when the Exploration Obligation has been met, costs, expeises
znd expenditures shall be recorded in major accounts mcludng

the following :

Exploration Expenditures

Development Expenditures other than Operating Expenses
Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounss shall be maintained by CONTRACTOR 1o

the extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Crude Oil.
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