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CONCESSICN AGREEMEN?T FOR PETROLEUM
EXPiLORATION AND EXPLOITATION

BETWLEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PEIRGLEUM CORFORATION
AND
MARATHON FETRCLEUM EGYPT, LTD.
AMND
UNION TEXAS EGYPT, INC.
AND
AMERADA HESS CORPORATION OF EGYPT
AND
UNIONOIL, ZEIT 1TD.
i

WEST GEMSA ONSHORE AREA
SUEZ GULF BASIN

This agreement made and entered on this 15tk day of, July
1985 , by apd between the ARAB REPURLIC OF EGYPT (her-
einafter referred to variously as “A.R.E.” or as the “GOVERN-
MENT”), the EGYFTIAN GENERAL PETROLEUM CORPO-
RATION, alegal entity created by Law No. 167 of 1958 as amen-
ded (hereinafter referred to as «“EGPC*’); and Marathon Petroleum
Egypt, Ltd., a Delaware corporation with an office at 5555 San
Felipe, Houston, Texas 77056 (hereinafter referred to as <«Mara-
thon”) ; Union Texas Egvpt, Inc., a Delaware corporation with
an office at One Riverway, Houston, Texas 77056 (hercinafter
referred to as “Union Texas”) ; Amerada Hess Corporation of
Egypt, a Delaware corporation with an office at 1165 Avenue
of the Americas, New York, New York [0036 (hereinatter
referred to as“Amerada”); and Unionoil Zeit Ltd., a Bermuda
corporation with an office at 461 South RBoylston Street, Los
Angeles, California 90017 (hereinafter referred to as «“Union”’) ;
(hereinafter referred to collectively as CONTRACTOR). '
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WITNESSETH

WHEREAS, all minerals including} petroleum existing In
mines ana quarries in A.R.E., including the territorial waters,
and in the sea bed subject to its jurisdiction and ‘extending
heyond the territorial waters, are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession
for the exporation and exploitation of petroleum in and through-
out the area referred to in Article I, and described 1n Annex
<A’ and shown approximately on B which are attached

hereto and made part hereof ; and

WHEREAS, Contractor agrees to undertake its obligations
provided hereinafter as Contractor with respect to the explora-
tion, development and production of peiroleum in said Area ;
~and

WHEREAS, the Government desires hereby to granmt such
Concession ; and

WHEREAS, the Minister of Petroleum pursuant to the pro-
visions of Law No. 86 of 1956, may enter into concession agree-
ment with EGPC, and with Marathon, Unicn Texas, Amerada
and Union as a contractor in the Area.

NOW, THEREFORE, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(@) “Exploration’’ shall include such geological, geophysical,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
holes, core holes, stratigraphic tests, holes for the discovery
of Petroleum or the appraisal of Petroleum discoveries and
other related holes and wells, and the purchase or acquisition
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of such supplies, materials and equipment therefore, all as
may be contained in the approved Work Programs and fBud-
gets. The verb «explore” means jthe act of [conducting
exploration.

a

(b) <«Development’ shall include, but not be limited ito, all the
operations and activities pursuant to approved Work
Programs and Budgets under this Agreement with respect
to :

(1) the drilling, plugging, deepening, iside tracking,
redrilling, completing, recompleting, equipping ol develop-
ment wells, the changing of the status of a well from oll
well to water injection or supply well and vice versa and

| (i1} design, engineering. construction, installation, servicing
and maintenance of equipment, lines, sysiems facilities,
plants and related operations to produce and operate said
development wells, taking, saving, treating handling
storing, flaring, transporting and delivering petroleum, re-
pressuring, recycling and other secondary recovery projects,
and

(ili) transportation, storage and fany other work or
activies necessary or ancillary to the activities specified 1n
(1) and (11).

(¢) “Petroleum’’ means Liquid Crude Gil of various densities,
asphalt, gas, casing . hee¢ gee end all othery hydrocarton
subsstances that may be found in, and produced, orother-
wise obtained and savec¢ ficm: the area under this Agree-
m>nf, and all substances that may be extracted therefrom.
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(d) «Liquid Crude Oil”’ or “Crude Oil’’ or «Oil’’ means any
hydrocarbon produced from the Area which is in a liquid
state at the wellhead or lease separators or which is extracted

from the gas or casing head gas in a plant. Such term incl-
udes distillate and condensate.

(e) «“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 therein.
Sald term shall include residual gas.

¥

(f) A <«Barrel”’ ishall consist ‘of forty-two (42) United States
gallons, liquid measure, corrected to a temperature of SIxty
degrees (60) EFahrenheit.

(g) «“Commercial Well’”” means the first well in any geological
teature which after testing for a period of not more than thir-
ty (30) consecutive days where practical, but in any event in
accordance with sound and accepted industry production
practices, and verified by EGPC, is found to be capable of
producing at the average rate of not less than two thousand
(2000) barrels of oil per day (BOPD). The date of disco-
very of a “Commercial Well’’ is the date on which testing
of such well is completed according to the above.

(#) “AR.E.” means ARAB REPUBLIC OF EGYPT.

(i) <«Effective Date’ means the date on which the text of this

agreement is signed by the GOVERNMENT, EGPC fand
CONTRACTOR, after the relevant Law is issued.;

(/) *Year” or «Calendar Year” means a period of twelve (12)
months according to the Gregorian Calendar.
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(k) «Financial Year’” means the Government’s financial vear
according to the laws apd regulations of the A.R.E.

(1) “Tax Year” means the period of twelve (12) months accor-
ding to the laws and reculations of the A.R.E.

{m) An <Affiliated Company” means a company

(1) the share carital, con‘arring a majority of votes at
stockholders™ meetinygs of such corepany. of which is cwned
directly or indirectly by a party hersto;*

() which is the owner directly or indirectly of share
capital conferring 2 majority of votes at stockholder’s meet-
ing of a party jereqo [ or

(ii1) whose share capitzl conferring & majority of votes
at siockholders” meedngs of such companvy aud the share
capital confeiiing a majosity of votes of stockholders’
meetings of a party hereio are owned ’directly o indirectly

by the same company.

(n) <Expleoraticn Block ™ shall mean an area, the coiier points
of which have to bz coincideat with 3° x 3’ laitude and
longitude divisions : according fo taz International Grid
System vaere possivle o1 with the exisilng boundaries of
the Area coveted by inls Jonacesston Agreg.uent 2sisel owt
In Anpnex A7

(o) #Development slock’ shall mzan an area, the corncr polnts
of which hive to be coincident witn I’ < 1° latitude and
longitude divisions accerding to the international «Grid
Systern where possible or with the existing poundaries of
the Area covered Lv this Coacession Agreement as set out
In Annex “A°’. '
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(p) “D:zvelopmznt Lease (s}’ shall mean all or part of Develo-
pmant Block or Blocks covering the geclogical structure
capable of production. the corner points of which have to be
colncident with 1 x 1 latitude and !longitude divisions
according to the International Grid System where possible
or with the existing bounduiries of the Area covered by this
Conzzssion Agrieemznt as set out in Annex ‘A,

ARTICLE 11
ANNEXES TO THE AGREEMENT

Aunex “A” 1s a description of the Area covered and affac-
ted by this Agreement, hereinafter referred to as “The Area’’.

Annex “B’’ is a provisional illustrative map on the scale of
1:250,000, indicating the Area covered and affected by the Agre-
ement and described in Annex “A”.

Annex “C’’ is the iorm of a Letter of Guaranty to be 1ssued

" by the National Bank of Egypt, Cairo, Lgypt, and to be sub-
mitted bv CONTRACTOR one week before the time of signature
by the Minister of Petroleum of this Agreement, for the sum of
thirty-five (35) million U.S. Dollars guaranteeing the execution
of CONTRACTOR’S minimum exploration obligations
hereunder for the first three (3) vyear exploration period.
Such guaranty shall remain effective for six (6) months
after the end of the said three (3) year period except as it
may be released prior tc that time in accordance with the
terms thereof. In case Contractor extends the initial explora-
tion period for two (2) successive periods of two (2) years and two
(2) years in accordance with Article III (b) of the Agreement, a
similar Letter of Guaranty for each extension period shall be
issued by the National Bank of Egypt and shall be submitted by
Contractor one (1) day before Contractor exercises its option for
each extension period such Letters of Guaranty shall be for the
sum of ten (10) million U.S. Dollars for the first two (2) year
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extension period and for the sum of ten (10) millien U.S.  Dol-
lars for the second two (2) year extension period, less any excess
expenditures of the preceeding exploration period permitted to be
carried forward in accordance with Article 1V (b) 31d paragraph
of the Agreement. Each such guaranty shall remain effective
for six (6) months after the end of the exploration pertod for
which it has been issued except that it may be released prior to
that time in accordance with the terms of the Letter or Guasanty

in the Agreement.

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 thus Agrecment are
hereby made part hereof, and they shall be considered as having
equal force and effect with the provistons of this Agreement

ARTICLE 1ii

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRA-
CTOR subject 1o the terms, covenants and co nditionis set out
in this Agreement, which insofar as they are contrary to or 1ncon-
sistent with any provisions of Law No. 66 of 1933, as amended,
shall have the force of Law, anexclusive concession in and to the

i

Area described in Annexes “A’’ and “B”.

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



\R.Aowu_,s ‘YTLB( ) h Ya dAsdl L«....»JJ\ ,.,,,_,\{.J,mﬂ ¥X
________________________———————-

o Ob_dl sl e O 5 (r) SR Lgde Comd 4l 55 a5 (O)
logoe I 8w ¢ ad oY Zeedl 8 2al (pae e g Sl Sk} =l o
Ger 2B Sl oyl e ety @lldy Jolall i (v) OB
65 G Lo i g1 05 Ais il Sy Loy (Pe) O

e Al szl e WY sds 8 Lake oswddl Gl 5L

(\f) :la.,l...Jl aJ ll@; 6 ij*LéLiig‘ o EJ 151 @lﬂl}"ﬂ\dg:;}' 3

()q__J S| VN VR G A P T IR R Y
Py w3 JLisls fer ooy daldlt jlost e ol gaf
55 oy (V) Al Ll dlg e JLs W1 T denll o Dhad 505
o Y a5 ;:..AOA Jifph 5 2l sas ol OV 395 L-J.S:i_g. ¢ Eoe ]

.

\ .
Gl slgs) e 55 Vo et 5,3 A 20k b Lo 800
o Jjw 1............:.“)

s ‘. . c o st e 1 . ¥ i
{*:-) BJEE_” - g %ﬂb‘_}m‘ dt:j_gm-w‘-‘ 4:-1&-!-! ;:"L-ﬂ-‘ 4*:-‘&*‘ )l:*?"'l s

o) amali 5 o s S L_}i;\_,;;ﬁ.s A € bl BLESYL Y (2)

A3y GLESYr ks pab OF &)l fo SLEST dm Sl

g e e i e gin o b e LALYY LY oo ST ST 2 i

LS4 me byl gt OF Gt SLESYN s e OIS 131 L

Lohs s BV lede Jpandl oo (SN ARG TN

sl o U a_,.uﬂ Sl ¢ Lgnlgd D gllall 2t gl sy BN
C_,..ajlb dalazl) (5_;"3-!“ RSN PERH I RPNIR Y

49_3».@:0 }TC‘A-\Q-\jU.a.(A oy ‘5)\:;..” Lasyi ‘_)-"(...u A8 9
BJL’M {'_,ﬂ’j‘ \Ulz! ‘5@4-' gf‘ ‘.q.a...«d.i J-’.!r d‘:"""'“" 'br_..J.‘ UAK“




Y QA0 :!.La‘i‘.}x AR d (1) Cg_l}‘ "lo. sl ::.u)‘ 5.\.1);.;]!

(¢) An mnital exploration period of thiee (3) years shall start from
the Effecive Date. Two (2) successive extensions to the
initial exploration period of two (2) years and two (2) years
shall be granted toc CONTRACTCR at its option upon
thirty (30) days prior written notice to EGPC and subject
only to its having fulfilled its obligations hereunder for the
preceeding period. The Agreement shall te termipated 1f
no Commercial Discovery is established by the end of the
seventh (7th) year of the exploration period. However, such
period may be extended at CONTRACTOR's option for up
to six ( 6) months to enable the completion of drilling and
testing and appraisal of any well actually drilling or testing at
the end of tiie seventh (7th) year exploration period, but
shall not exceed this period by more than six (6) months.
The elecion by FGPC to undertake a sole risk venture under
paragraph (c¢) immediately hereafier shall not extend the
exploration period nor affect the termination of the Agree-
ment as to CONTRACTOR.

(¢) “Commercial Discovery’” : After discovery of a Commer-
cial Well, CONTRACTOR shall, unless otherwise agreed
upon undertake, as part of its Exploration program the
appraisal of the discovery by drilling one or more addi-
tional wells, to determine whether such discovery 1s worthy
of being developed commercially, taking into ccnsiceraiicn
the recoverable reserves, production, pipeline and ierminal
facilities required, estimated crude oil prices, and all other
relevant technical and economic [actors.

A Commercial Discovery may consist of one producing reser-
voir or a group of producing reservoirs which after appraisa
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i« worthy of being developed commercially. CONTRAC.
TOR shalt give notice of a Co mmerclal Discovery to EGPC
immediately after the discovery is considered by CONTR-
ACTOR to be worthy of commercial development but in
any event not latar than the completion of the second “Ex-
ploration”” apprais... well, or fifteen (15) months following
the date of the discovery of the Commercial Well whichever
is earlier ; except that the CONTRACTOR shall also have
the right to give such notice of Commercial Discovery with
respact to any reservoiur or reservoirs even if the well or
wells thereon ars not «“Cominercial”  within the definition;
of < Commercial well ™" it in Its opinion, a reservoir or

‘a group of reservoirs considered collectively. could be
worthy foi development.

Following receipt of such notice EGPC and CONTRYV

shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial Dis-
covery. The date of Commercial Discovery shall be the
date EGPC fand /CONTRACTOR matually agree that a
Commercial Discovery exists. |

If Crude Oil is discovered but is not deemed by CONTR-E

ACTOR to be a Commercial Discovery under the akove
provisions of this paragraph (c), EGPC shall one (1) montl
after the expiration of the period specified above within whicly
CONTRACTOR can give notice of Commercial Discoveryy
or sixteen (16) months after the fcompletion of a well not
considered a «Commercial Well”> have the jrght, following;x

sixty (60) days notice in writing to CONTRACTOR, at it
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sole cost, risk and expense,ic develop, produce ana Gisj.ose
of all Crude Oil from the geological feature ‘or: which the
well has been drilled. Said notice siall state the speci-
fic area co-ciing said geological feature to te developad,
the wells to be drilled, the production facilitics to te mstall-
ed and JEGPC’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 1n the
case of Commerctal Discovery hereunder. In such event

all terms of this Agreementi shall contirue to apply to the

specified area.

If CONTRACTOR celects not to develop such area, the spe-
cific area covering said geological feature shall be set aside
for sole risk operations by EGPC, EGPC shal! be entitled to
perform, or in the event Operating Company referred te in
Article VI has come into existence, to have Operating Com-
pany perform, such operations for it at EGPC’s sole cost,
risk and expense. When EGPC has recovered from the
Crude Oil pioduced from ‘such specific area a § quantity
of Crude Oil equal in value to three hundred (300), percent
of the cost it has incurred in carrying out the sole risk opera-
tions, CONTRACTOR shall have the option, only in the
event there has been a separate Commercial Discovery, to
share in further development and production of that speci-
fic area upon paying EGPC one hundred (100) percent of such
costs incurred by EGPC. Such one 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 foilowing
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such payment the specific area shall either (i) revert to the
status of ¥an “ordinary Development lease under this
Agreement and ,thereafter shall be operated in accordance
with the terms hereof ; or (i) alternatively, in the event
that at such time EGPC or its Affiliated Company i3
conducting ‘all ‘development operations in the area at 1ts
sole expense and EGPC elects to continue operating the

area shall remain set aside and CONTRACTOR shall only be
entitled to its production ‘sharing percentage of the Crude

Oil as spzcified in Article VII (b) below. The sole risk Crude

0il shall be valued in the manner provided in Paragraph (c)
of ArticleVIL. In the event of any termination of this Agree-

ment under the provisions of paragraph (b) above this

Agreement shall, however, fcontinue fo apply to EGPC’s

[ E )

operation of any sole risk venture hereunder, although such
Agreement shall have been terminated with respect to
CONTRACTOR pursuant to the provision of said paragraph

(b) above.

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)
years at the option of CONTRACTOR upon six (6) months
prior written notice fto EGPC. Following {Commercial
Discovery the extent of the whole area capable of production
to be covered by development Lease or Leases shall be mu-
tually agreed upon by EGPC and CONTRACTOR and be
subject to the approval of the Minister of Petroleum. Such
area shall then be converted automatically inito a Develop-
ment Lease or Leases without the issuaance of any additional

legal instryment or permission.
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Davelopment opzrations thereafter shall be started promp-
tly by Opzrating Compny and be conducted in accordance
with good oil field practices and accepted petroleum enginee-
ring prinzip'es, until the ficld is considered to be fully deve-
lop=d. In the event no comnercial production of Petroleum
in regular shipmznts is established 1n any Dzvelopment
Block within four years from the date of the approval of the
Minister of Petroteum referred to hereinsatove such a Deve-
lopment Block shall immediately be surrendered unless
otherwise agreed upon by EGPC.

(e} CONTRACTOR shall bzar and pay all the costs and eXp-
enses required 1n carrylng out all the opzrations under this

Agreement but such costs and expznses shatl notinzlude any
interest oa investment, and CONTRACTOR shall look

only to the Petroleum to which it is entitled under this Agr-
eement Lo recover such costs and expenses. Suchcosts and
expznses shall be recoverable as provided in Article VII
During the term of this Agreement and its renewal, the total
production achieved in the conduct of suzh operations shall

be divided petween EGPC and CONTRACTOR 1n accor-
dance with the provisions of Article VII.

(f) 1. CONTRACTOR shall be subject to the laws in force 1n
the A.RE. and the political subdivisions thereof, which
impose taxes on or are measured by 1ncome or profits,
including those laws imposing the commezrcial and indus-
trial profits tax, municipal tax, defense tax and national
security tax on income and dividends paid with respect to
shareholders hereinafter referred to ‘as “A.R.E. Income
Taxes’’), and 2xc2pt as otherwise provided in the Agreement,
shall comply witah th: rejuiremsnts of such laws with
resp:ct to tas filing of returns, the assessment of tax, and

the kezping for review by authoriszed pzrsons of books iand
records.
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Any A.R.E. Income Taxes as described above which may be
isvied against CONTRACTOR’s sharehdders as a result’
of CONTRACTORs jactivities under this Agreement shall
be the responsibility ¥ of EGPL_

It is expressly agreed and acknowledged that EGPC’s share
+f the volam= of crude o1l as ‘determmed under "Article VII

includes a volume of crude oil to meet the CONTRACTOR’s
A.R.E. Incoms Taxes as ‘described above in this aragraph
() (1). SEGPC agrees that proceeds from such crude oil
volumes will be used to meet CONTRACTOR’S Income

Tax liability in A.R.E. as and when due.

2. For purposes of 'applying paragraph (1) (1) of this Art-
icle, the total taxable income of CONTRACTOR in respect
of any Tax Year shall be an amount calculated as follows

(i) The total of thesums received by CONTRACTOR from
the sale or other disposition of all Crude O1! acquired by

CONTRACTOR pursuant te Asticle 3!, praragraphs (a)
and (b) ;

LESS
(2) The costs and eXpenses of CONTRACTOR

(b) The value, as determined 1n paragraph (¢) ol Arti-
~le VII of the excess Cost Recovery Crude O1l taken
and ;separately disposed of by CONTRACT OR

pursuant to Article VI, paragraph (a) (2)

PLUS
(ii) An amount equal to CONTRACTOR’s A.R.E. Inco-

me laxes.



VWA 4e S YT B (1) ml Yo ol — s Ji B adl g

] Pa) C”—-“ e Jsl_all of Al asalys Ly Jiglidl
sl s e lias G 3T G i el e Sl e

A AN s JE SY LN il TR WS i v S |
e N S LA o U Py PR
e Jallddl oAl L s g ALY U L g (o)
o ol OV ol 550 O coms o 4Bl 4 2l
S~ DLy o gbalt Al g L dazall 4 Gl Skl
o SYLaVladn 12 35l 5 5 I

gerer O e Londl 1 5 sl Bl gl e ()
el Al Ly N DBV L o asd O LY G
AL S s Jy epeper & s e sl A3,
« Jolall e
C dad 1 St )

Soedb 38 o351 SRS, Jual gl

h\m";ﬂ oA -3 b_);:\l‘ C.-:-r_-“ n....."._!.q.:- T-L.* ‘:)T JJL.G_“ ul:« a3 (T j

ik

oo 3 AW b w ol e g3T (1) L sl Ve g
dege B Ukl BlaClY aadl oles Tu OF Jsiiall e
@ e b s e (VA) LZe el et Tlg gaas Y

J - e - % A X R P T T P s
h‘:lﬂ.&” 4._._...{]' _,..?"""""“":”-3 * 4..];#‘ 1._,&..‘3!::...‘!' ﬂjd "-'l....:.l Jli‘ (i) ‘tJJ}T o ey

-

F(.;__,.-——-.r;"'iﬁn Lo .‘ :-’\’L-’_}' _}\f-ﬁ‘} L_;u—-” C.'.-‘E.l:“ Ao r!-l;;:w|

caell Gl I e g



w4 \&Aabex'ﬁ'\'d(i)tck 'Ya .)-L'.“.._.i*?u_," S.ti_f;li
S
3. EGPC shall assume, pay and !discharge, on behalf
of CONTRACTOR, CONTRACTOR’s AR.E. Incoms
Taxes out of the sums received by EGPC from the sale or
other disposition of its share of the Crude Oil.

4. EGPC shall furnish to CONTRACTOR the proper
official receipt evidencing the payment of CONTRACTORs
A RE. Income Taxes, within sixty (60) days following the
receipt by EGPC of CONTRACTOR tax declaration for
the preceding Tax Year. Such receipis shall be issued by
the proper Tax Authorities and shall state the amount and
other particulars customary for such receipts.

(g) In calculating its A.R.E. Income Taxes, EGPC shall be entt-
tled to deduct royalties paid by EGPC to the COVERNMENT
and the A.R.E. [ncome Taxes of CONTRACTOR ’paid by
EGPC on CONTRACTOR’s behallf.

ARTICLE TV

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(@) CONTRACTOR shall commence exploration operations
hereunder not later than six (6) months after the Effective

Date. Not later than the end of the eighteenth (18th) month
after the Effective Date, CONTRACTOR shall start explora-
tion drilling in the Area, with a commttinent of drilling
four (4) wells during the initial eXpIOration'period_ EGPC
shall make available for CONTRACTORs use all seismic,
wells and other exploration data 1in EGPC?s possession

with respect to the Area.
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() The initial exploration period shall be three (3) years from
the Effective Date. CONTRACTOR may extend this exgl-
oration period for two {2) additional periods of two (2) years
and two (2) years respectively in accordance with Article TII
b, each upon a thirty (30) days prior written notice to EGPC
subject to its expenditure of its minimum exploration obliga-

tions and of its fulfillment of the drilling obligations hereunder
for the then carrent peniod..

CONTRACTOR shall spend a minimum of thirty-five (35)
million U.S. Dollars on exploration operations and activi-
ties related thereto during the initial thiee (3) year explora-
tion period ; provided that CONTRACTOR shall drill four
(4) wells,  For the first two (2) year period that CONTRA-
CTOR =lects to 2xtend beyond the initial exploration period
CONTRACTOR shall spend a minimum of ten (10) muill-
ion U.S. Dollars and for the second two (2) year extension
period, CONTRACTOR shall spend a minimum of ten (10)

million U.S. Dollars. During each of such extensions
CONTRACTOR shall drill one (1) well.

Sould CONTRACTOR spsnd more than the minimum
amount required to be expended during the 1mitial three (3)
year exploration period or during any period thereafter, the

exc2ss may be subtracted from the minimum amount of money
required to be expended by CONTRACTOR duitng any

suzzo2eding exploration period or pertods, as the case may be
providing CONTRACTOR nas futfitied Ius dining obliga-
tions. [n themszlves, such monetary carry-forwards shall
not 1Tzt the dA-lling odligations, but it s underﬂ_tood that
any wells d iHled in a given neriod in ¢xcess Yot inose requi-
red in that pzriod shall bz credited against the drilling requi-
red in the succeeding period or periods.
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In case CONTRACTOR surrenders its exploration obliga-
tions in this Agreement as set forth above tefore or at the
end of the third (3rd) year of the inital period, having exp-
ended less than the total sum of thirty-five (35) million U.S.
Dollars on exploration or in the event at the end of the third
(3rd) year CONTRACTOR has expended less than said sum
in the Area, an amount equal o the différence between the
said thirty-five (35) milbon U.S. Dollars and the amount
actually spent on exploration activities shall te paid by
CONTRACTOR to EGPC at the time of surrencdering or
within three (3) months from the end of vear of the imitial
exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any additional
period for the reasons above-noted shall similarly, result in
a payment by CONTRACTOR to EGPC of such deficiency.
Provided this Agreément 1s still 1n force as to CONTRAC-
TOR, CONTRACTOR shall be entitled to recover any such
payments as exploration expenditure inthe manner provided

for under Article VII 1nthe event of commercial production.

In case no Commeicial Discovery is estabhshed by the end
of the seventh (7th) year or such extension thereof as provi-
ded by Article 11T (b), or 1n case CONTRACTOR surrenders
its exploration 6bligatiérfs under this Agicement prior to
such time, EGPC shall not bear any of aforesaid expenses
spent by CONTRACTOR.
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ic) At least four months (4) prior to beginning of each Fin-
ancial Year or at such other times as may mutually beagreed
to by EGPC and {CONTRACTOR, CONTRACTOR shall
prepare an Exploration Work Program and Budget for the
Area setting forth the exploration operations which CONT-
RACT OR proposes to carry out during the ensuing year.
During the explotation period, such Work Program and Bud-
‘get shall be at least sufficient to satisfy CONTRACTORs
minimum expenditure obligaticns for the period it covers,
‘aking into account any credits for excess expenditures and
2xcess wells drilled by CONTRACTOR in prior exploraticn
periods.

The EBxploration Work Program and Budget shall be
reviewed by a joint committee to be cstabliched by
EGPC and CONTRACTOR after the Fffective Date of thus
Agreement. This Committee, hereinafter referred to as the
«Exploration Advisory Committee”’, shall consist of eight
(8) members, four (4) of whom shall be appointed by EGFC
and four (4) by CONTRACTOR. The Chairman of the
Exploration Advisory Committee shall be designaied by
EGPC from among the members appointed by it. The Ex-
ploration Advisory Committee shall review and give such
advice as it deems appropriate with respect to the proposed
Work Program and Budget. Following review by the Explo-
ration Advisory Committee, CONTRACTOR shall make
such revisions as CONTRACTCR deems appropriate and
submit  the Esvloration Work Program and Budget to
£EGPC for its approval, Following such approval, it is further
agreed that

(1) CONTRACTOR -shall not substantially revise or

rodify said Work Program and Budget nor reduce the ap-
proved budgeted expenditure without the approval of EGPC.
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(i) In the event of emergencies involving danger of lives

RACTOR may expend suchfadditional

or property, CONT
such

unbudgeted amounts as may be required to} alleviate
danger. Such exoenditure shall be considered in all res-
pects as exploration expenditure and shall be recovered

pursuant to the provisions of Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment supplies, petsonnel administration and

operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay

any of the aforesatd cosis.

fe) CONTRACTOR shall be responsible for the preparation
and peirformance of the Exploration Work Program which

shall be implemented 1n a workmanlike manner and consis-
tent with good industry practices.

Except as is appropriate for the processing of data, labora-

tory specialised engineering and development studies ther-
eon, to be made in specialised centers outside A.RE.., all

geological and geo physical studies as well as any other studies
related to the performance of this Agreement, shall be made

in the A.R.E.

CONTRACTOR shall entrust the management of explora-
tion operations in the A.R.E. to its technically competent

General Manager and Deputy General Manager. The na-

mes of such Manager and Deputy General Manager shall

appointment, be forthwith notified to the (GOVERNM-

apon
| Manager and, in his ab-

ENT and to EGPC. The Genera
sence, the Deputy General Manager shall be entrusted by



Hmum}\'"rd( )} I I S T I

iy -

i ———

w ‘lfls i-.....’ﬁﬂ.i_....'r ¢ rL-ut JL""'U L__:i,::- AL ¢ fui Jf."""i}
e A G Sldadt B iy 3 a1 48 Loyd O o
ki g e L3l oo ri{_ﬁ.fyf 36 2 Lgites gi "{U-C*-” oy ;{[5 WOR]
d..blsa 4.,_5»‘«*5 -1 _e! u‘,.Laqu dLs_}:L "5 7.-_4.1_,1]! L}f.?jlﬁlﬁ
‘lﬂ-'-* tﬂ)tﬂd ‘Yﬁ'd\.“tm FQMJLGU"'LJJ

£
—
]

(-J,Jj L-_ﬁq,uM L"_}’ &Wf)ux/{:ujjﬂuﬂueupj@‘ﬁdu(}}
J_jl.dl‘ LJ.“ a5 (fJ u_.JL( 'i, _...,...eﬂy ;__,.@-..-.- i ,...u.q lJLJ 4.-.-;.!_?151.) ‘L.ﬁ.a-

h'-'bjLI t,...Jl-LA-a__—.l| 42L31 dn,ifﬁ!:,‘_.-: ujlla. C,,;‘:_?ij * ﬂwﬂ C_:J_“ <-4U.J J“:{#
Jmonlt D Y 2y 61 G L £ Gt e
» ;Ld JS‘ P}’L-.,..u‘ :Ct-} . Oy _,r'?'ﬁ*i? (TV) :ﬁ_fma 'f'-"-l[ L_ﬂjsj :lg_bui

d,,u_@“ r}i _}L-.J ¥ H‘/Lu..u' ?E-‘Jl’ 1-" _,-‘2-u~" {‘“) 4_5}{\ C“L‘ Jﬁ
DGyt 4 tS o Al ks

vl Wd ST Ol 5T

. lﬁf‘-‘j ) (Gt b E:i)}“ WTWes| ﬂ G;E.ﬁ.:.]i &_A.JLC Q* — Y
Sleds Sl o slad bt 5ol o LA IR WS PR P
CJLQJ s A U, d o 285 oo i o g hﬂ ...I:fﬂj...u* :».:_j,ﬂ...” (_B FtH NG

N Oladdls b sl ST OLA e ety 5T e sloaan |
¢ vo asl I rl.(:.‘\} Mm g per 50 e l.g_J; J_.},.a_aéi )
o) ¢ l»_,L.JC.»wt:;YJ}lal\ CESPRP-U IEUAL Ve of _y
dOblaall @ gine Tay Y cod czat M GIC o _
s 3 LU il L\S‘L:;L! Al :_31‘.41 - Jg'[,..t‘:i 3 J glal! jgr s>
Cedpdo, 5 W, oY sl OF 8 W Loy ¢ sl
(¢ )& . 78 Tl Sl Sl & 313, 4 LB

1:\.& ;‘)G 1“‘\4 515? ..LC- [gﬁé‘“;Ll* o 35_5,“ a:{h fj MAL:- R MJJ ﬂ*ﬁ




0 \aAe i 45 ¥Y & (1) pb Yo daedi i JI s i

CONTRACTOR with sufiicient povers to cairy out Imiec-
ately all lawful writien directions given 1o them by the
GOVERNMENT or its representative under the terms ol
this Agreement. All lawful regulations issued or hereatter
to be issued which are applicable heicunder and npot in
conflict withthis Agreement shall apply to CONTRACTOR.

CONTRACTOR shall supply EGP{. within thirty (30)
days from the end of each calendar guarter,with 2 Statement
of Exploration Activity shov.ing costs wcurred by CONTK-
ACTOR during such quarter. CONTRACTOR’s records
and necessary supporting decuments shall be available for
inspection by EGPC at any time during regular working
hours for three (3) months frows the date of receivipg each
Statement.

Within the three{3) months from the date of receiving such
Statement, EGPC shall advise COWNTRACTOR 1o writing
if. it considers :

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

(ii) that the costs of goods or services supplied are not in
line (as demonstrated by EGPC) with the internaticnal mar-
ket prices for goods or services of similar quality supplicG
on similar terms prevailing at the time such goods or services
were supplied, provided however, that purchases made and
services performed within A.R.E. shall be sulject to Article
XXV 3

(iif) that the condition of the materials furnished by CON
TRACTOR does not tally with their prices : ot

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

CONTRACTOR shall confer with EGPC in connection with

the problems thus presented, and parties shall attempt to
reach a settlement which is mutually catisfactory. If within
the time limit of the three {3} months period provided for in
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(1)

this paragraph, EGPC has not advised CONTRACTOR of
1its objection to any statement, such statement shall be cons-
idered as approved.

[f within the time limit of three (3) months EGPC has advi-
sed CONTRACTOR of its objections to any statement then
CONTRACTOR shall confer with EGPC in connection

with the preblem thus presented and the parties shall attempt
lo reach a final settlement thereto.

CONTRACTOR shal] supply all funds necessary for its ope-
rations in A.R.E. under this Agreement in freely convertible
currency from abroad. CONTRACTGR shall have the
right to buy Egyptian currency whenever required and the
conversion shall be made at the local banks inthe A.R.E.
according to the Official A.R FE. Rate of Exchange

EGPL 1s authorised to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an equl-
valent amount of US Dollars at the applicable official
A.R.E.rate of exchange, such dollars to be deposited ‘in
an EGPC account abroad with a correspondent bank of the
National bank of Egypt, Cairo. Withdrawals from said
account shall be used for financing EGPC’s and its Affiliates
foreign curtency requirements in accordance with their
approved budgets and subject to the approval of the
Minister of Petroleum.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS
MANDATORY

At the end of the third (3rd) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty-five (26) percent in Exploration Blocks of the

original AREA not then converted to a development lease or

leases.
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At the end of the fifth (5th) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional twenty-five
{25) percent 1n Exploration Blocks of the original Area not then
converted Into a development lease or leases.

Without prejudice to Article 111 and XXI, at the end of the
seventh (7th) year of the exploration period, CONTRACTOR
shall relinquish the remainder of the original Area nct then con-
verted to a development lease or leases.

VOLIJNTARY

CONTRACTOR may, voluntarilv, during any petied relin-
auish all or any part of the Area in Elocks provided irat at the
trme oi such voluntary relinquishment its financial obligations for
exploration «xpepditure under Avticle YV paragraph (b have been
satisfied for supch neripd.

Any relinquishmenis hereunder shall be credited tewa:d the
mandatory provisions of the above paragraph.

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

after, except for the relinquishment provided for atove at the end
of the fots! explovaiion period.

ARTICLE VI ;
OPERATION AFTER COMMERCIAL DISCOVERY

(@) On Commcrcial Discovery, EGPC and CONTRACTOR
shall form in the A.R.E. an cperating company which shall
be named by mutwal agreement between EGPC and Cont-
ractor on the commercial discovery and shall te approved
by the Minister of Petroleum, hereinafter referied lo as
“Operalipg company”. Cperating Company shall be subject
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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 the Operating
Compaﬂyl T

However, Operating Company shall, for the purpose of this
Agreement, be exempted from the following laws and regulat-
ions as now or hereafter amended or substituted, without
prejudice to its exemption from other laws and regulations as
provided elsewhere in this Agreement.

— Law No. 141 of 1963, on the formation [of board of
directors of private companies, societies and corporat-
ions, and on the manner of workers representation there-
on.

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

— Law No. 48 of 1978 on the staff Regulations of Publc
Companies ;

— LawNo. 133 of 1981 promulgating law on consumption
fax ;

— Law No. 159 of 1981 promulgating law on joint stock
companies, partnership and limited liability companies
as amended ;

— Law No. 97 of 1983 on Public Institutions and Public
Sector Units ;

(b) The Charter of Operating Company is hereto attached as
Annex «D’’. Within thirty (30) days after the date of Com-
mercial Discovery (unless otherwise agreed by EGPC and
CONTRACTOR), the Charter shall take effect and Operat-
ing Gompany shall automatically come nto existence without
any further procedures.
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(¢} Ninety {9(}) davs after the date Operattng Company comes
nto existence in accordance «with pararranh (B) abtove. it
shali prepare a development Work Program and Budget for
the rematnder of the vear in which the Commercial Discover y
1s mide : and not Later than four months before the end oﬁhe:"
current Financial Year {ar such other date as may be agreed
upon) and four montiis precading the commencement of each
succeeding Finansial Year therealter {or such other date as
may be agresd upon) Op=rating Company shall prepare an
annual Production Schedule, Work Program and Budget for
the succeeding Financial Yepr. The Production Scheduls,
Work Program and Budget shall be submitted to the Board

of Directors for approval

(d) Not later than thie twepticth (20th) day of each month, Cper -
ating Company shall furnish to CONTRACTOR a written
eslimate of its total cash requirements for expenditure for
the first half and the second half of the succeeding month
expresszd in US Dollirs having regard to the approved bud-
get. Such estimate shall take into consideration any cash
expected to be on nand at mopth cad

Payment for the appropriate period of such month shall be
made to the coriespondent bank desigaated in paragraph (e)
below on the first day and fifteenth day respectively, or the
next followiag business day, if such dav is not a business day.

() Operating Company is authorised to keep at its ewn dis-
posal abroad in an account opened with a correspondent
bank of the National Bank of Egypt, Cairo, the foreign funds
advanced by CONTRACTOR Withdrawals from satd
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account shall be used for payment for goods and services
acquired abroad and for transferring to a local bank in the
A.R.E. the required amount to meet expenditures in Egyptian

Pounds, for Operating Company {in Jconnection with 1ts
activities under this Agreement.

Within sixty (60) days after the end at each Fipancial Year,
Operating Compaay shall submit to the appropriate exchange
control aythorities in 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 oatstanding at the end of the;year.

(f) Itaad for as loag duriag the period of productionloperations
there exists an excess capacity in facilities which cannot during
the period of such sxcessjbe used by the Operating Company,
the CONTRACGTOR will consult with¥EGPC to find a mutu-
ally agreed formaula whsrebygEGPO mayguse the excess cap-
acity if it so desires without any unreasonable financial, ot
operational disadvantage to the CONTRACTOR.

1 ARTICLE VII
RECOVERY OF COSTS AND EXPENSES/AND

PRODUCTION SHARING
(a) (1) Cost Recovery Crude Qi

Subject to the Audit Provision under this Agreement, CONT-
RACTOR shall recover all costs and expenses in frespect [of
all the exploration development and related operations
under this Agreement to the extent and out of forty
(40) percent quarterly of all Crude OQil produced and saved
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from all development leases within the Area hereunder and
not used in petroleum operations. Such Crude o1l is herei-
nafter referred to as “Cost Recovery Crude Oil”

For all Exploration, Development and Production hereunder,
such costs and expenses shall be recovered from Cost Reco-

very Crude Qil in the foliowing manner :

(i) All Operating Expenses, incurred after initial Com-
mercial Production, which for the purposes of this Agreem-
ent shall mean the date on which the first regular shipment
is made shall be recoverable either in the Tax Year in which
such costs and expenses are incurred and paid or the Tax
Year in which initial Commercial Productlon occurs, which-

ever 1s the later date.

(if) Exploration Expenditures 1ncluding those accumulated
prior to the commencement of initial Commercial Produc-
tion, which for the purposes of this Agreement shallmean the
date on which the first regular shipment 1s made, shall be
recoverable at the rate of twenty (20) percent per annum star-
ting either in the Tax Year in which such expenditures are
incurred and paid or the Tax Year in which initial Commer-
cial Production commences, whichever is the.later date.

(iii) Development Expenditures, including those accumu-
lated prior to the commencement of initial Commercial Pro-
duction shall be recoverable at the rate of twenty (20) perc-
ent per annum starting in the Tax Year in which such
expenditares . are incurred and paid or the Tax Year in-
which initial - Commereial Production ~ommences, which-.

ever is the 1ater date.

(iv) To the extent that, in a Tax Year, costs, expenses or .
expenditures récovefable per paragraphs (t) (i1 and (iii) pre-
cedmg 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 termination of the Agreem-

ent, as to CONTRACTOR.

(v) For the purpose of determining the classiﬁcation of
all costs, expenses and expendltures for -their recovery_,
the Follﬁwmg terms shall apply - '
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1. “Exploration Expenditures’’ shall mean all costs and
expenses for Exploration.

2. “Development Expenditures’ shall mean all costs
and expenses for Development with the exception of operat-

INg eXpenses.

3. “Operating Expenses’’ shall mean all costs, expenses and
expenditures made after initial Commercial Production,
which costs, expenses and expenditures are not normally

depreciable.

However, operating expenses shall include workover re-

pair and maintenance of assets but shall not include any of

the following : side tracking, redrilling and changing of the
status of a well from oil well to water well and vice versa,
replacement of assets or a part of an asset, major overhauling
thatextends the life of the asset, additions, improvement and

renewals.

(vi) It is understood and agreed upon that the recovery of
costs and expenses as based upon the rates referred to ab-
ove shall be allocated to each quarter proportionately (one
fourth to each quarter). However, any recoverable costs
and expenses not recovered in one quarter as thus allocated,

shall be carried forward for recovery in the next quarter.

(2) CONTRACTOR shall each quarter beentitled to take
and separately dispose of all Cost Recovery Crude Oil produ-
ced, except as provided in sub-paragraph (a) (3) below of this
Article VII, plus its share of the balance of the Crude Oil
as stipulated in paragraph (b) below of this Article VII. To
the extent that the value of the Cost Recovery Crude Oil
(as determined in sub-paragraph (c) below) exceeds the act-
ual recoverable costs and expenditures, including any carry,
forward from paragraph (a) (1) (tv) above, to te recovered m
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that quarter the value of such excess Cost Recovery CTrude
Oil actually taken and separately disposed of by
CONTRACTOR shall be paid by CONTRACTOR to EGPC
in the manner sei forth in Article IV of the Accounting Pro-
cedure contained in Annex “E’’ and CONTRACTOR shall

be deemed to have purchased such excess Cost Recovery
Crude Oil.

(3) Ninety (90) days prior to the commencement of each
vear EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to take delivery in kind, F.O.B. export
terminal or other agreed delivery point, of up to 100 percent
of any excess Cost Recovery Crude Oil for that year, and
thereby reduce the amount to be purchased by CONTRA-

CTOR 1in the same percentage amount.

(b) Production Sharigg :

The remaining sixty (60) percent of the Crude Gil shall be
taken and disposed of separately by EGPC and CONTRA-
CTOR according to the following incremental scale :

L e
| |

Crude oil produced and sa- | ' |
ved under this Agreement EGPC Share | Contractor
and used in Petroleum ope- % Share %

rations. |

.

Barrels per day. |
(Quarterly: Average) - - |

That portion up to

30,000 BOPD. 82 | 18
i | | o

That portion in excess of

30,000 and up to 80,000 | |

BOPD. - 8 15

That portion.in excess of | |

80,000 BOPD. g8 I BT
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-
(¢) (1) Tt 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 prevailing
mnarket value of the quantity of Cost Recovery Crude O1l
to which CONTRACTOR is entitled hereunder during each
calendar quarter, the weighted average price realized for
comparable quantities on comparable credit terms in freely
convertible currency from F.O.B. point of export sales to
non-affiliated companies during such quarter at arms length
by either EGPC or CONTRACTOR under all crude ol
«ales contracts currently in effect (but excluding crude o1l spot
sales not consistent with prevailing market prices for similar
~rude oil and also excluding crude oil sales contracts mvolv-
ing barter) whichever is higher, shall be used. It is underst-
ood that in the case of CIF sales, appropriate deductions
shall be made for transport and insurance charges to calcul-
ate the F.O.B. point of export price ; and always taking into
account the appropriate adjustmert for guality of crude oil,
freight advantage or disadvantage of port of loading and ot-
her appropriate adjustments. Nevertheless, if CONTRA-
CTOR considers the value of the Cost Recovery Crude Oil
so determined not to reflect the market conditions prevailing
during the calendar quarter, CONTRACTOR and EGPC

shall meet and mutually agree upon the price.

(2) If duting any calendar quarter there are no such sales
b}’ EGPC or COI\ITRACTOR under Crude Oil sales contr-
acts currently in effect EGPC and CONTRACTOR shall
meet and mutually agree upon the price of Crude O1l to be
used in determining the value mentioned 1n sub-paragraph
(c) (1) above. Pending such mutual agreement the price
used shall be the last price determined pursuant to sub-para-
graph (c) (1) or under this sub-paragraph (c) (2) whichever
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is fater and approprate adjustment will be made thereto
after determination of a mutually agreed price v FGPC
and CONTRACTOR.

(d) Operating Company shall prepare (not less' than ninety (90)
days prror to the beginning of each calendar quarter follc-
wingregular ppeduction) and furnish in writing to CONTRA. -
CTOR and EGPG a forecast sefting out a tetal quantity of
petroleum that ©Operating Company estimates can be produ-
ced, saved and transposted hereunder durime such ealendas
quarter 1n accordance with. good oil industry practices. Op.
erating Company shall endeavour to produce each calendar
quarter the forecast quantity. The {Crude Oil shall be
run to storage tanks or offshore loading facilities constr-
ucted, maintained and operated accOrding to Government

Regulations;, by Operating Company in which said Crude
Oil shall be metered or otherwise measured for royalty,. and.

the otlier purposes required by this Agreement.

(¢) CONTRACTOR shall kave the right and the obligation to
sepagately take: and dispese off in: kinds and. freely export eur-
rently all of the Crude @il te which. it is entitled: ax is. deter—
mined: in. accordance with. sub-pasagraphs. (a) and. (b) of this.
Article. Su.bject' to payment of sums due EGPC under Ar-
ticled (VI (2)) (2) and! DE, CONTRACTOR shall have the right
to retain abromd all fimdss aegnivedito i abreadindbdimg e

proceeds from the sale of its share of Crude Oil expozted.,

(f) At aireasonable: time prier to. tHe commentement’ of Comp
mercial Production EGPC and CONTRACTOR. shall mezt:
and agree: upon & procedure for scheduling tanker lifiings
fromn the agreed upon point cf expoirt.



bR sl — A Sl Y

\RAD die a2 TY S (1) ¢
R .

( aaly sold) )
ol Lliis e Jam ) gt @I WL & =eai (V)

Sl 2 3 5T D5l L sk () Sleal) ALY

il
-J.

+\ #;szd...ﬁ.gﬂgjhadé)¥|t~m .._..“‘

L’” UI:‘.Q.L\ - 4 lea.L " a..l‘_g dL.:L.J! um'}“ "LLLB LL..: U ¢

¢ ML.J‘ n‘*L_..“ ua_},..a...] la.&_g J‘.)J.....A}U 4.1:15 C_._,..a Lo-L.D 4...‘.4“
. Yj\ Cm*' LQ\ i:ét.a.\ﬂ el 22l Al ;_3_91

sl Sl SN A e a5 ol gt Lt JsBll e 58
Lo o5 B oy SR8 oo Lp (re) X 0B O Jslills 1

Dalilly gl 5 4G laddos Sdey 4B sp Ob v 2 5T (O)
4o gl BUC 1o 0T G o OLball Al i 2N

o gt Oliaadl (51 2N 4 el 4N J e BE Jleazat!

g af ke @i { ) 5o LY Ghn (1) S LT

N 4._,)1]\ i olodl 4 gl et o) o s Calilly A ladaiad

.La Lelsl Vi ,Ji}..at}t‘r a-khdb,a-s \I ‘Lug]‘_j len.udloa_.my

led Jonzios (opope r) BIE NG DD 555 (2)
el et ,d b 5N sl eIl o oladly SV

d«“b'&ﬁl f-L_.g_s‘)qu ‘.b_,u\._,..a.f_d‘:; _);9'-" 4i ,_J_j.\_!_g %«L.u-”
o Jonz ¥




TV \QAS 4l &3 ¢ YY 3 (;i) C»L “a B VS L SO | 5“’..—'?'7”

_____—.——-————-—""'_'__—_——

ARTICLE V1ii
TITLE TO ASSETS

(a) EGPC shall become the owner of all asseis acquired and
owned by CONTRACTOR in connection with the operat-
1ons camed out by CONTRACTOR or Operating Ccnmpam

in accordance with the following :

{. Land shall become the property of EGPC as soon as
it is purchased.

7. Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as they become
subject to recovery in accordance with the provisions of

Article VII ; or at the time of termination of the Agreement,
whichever first occurs.

The Book Value of the Assets created during each catendar
quarter shall be communicated by CONTRACTOR to EGPC
or by Operating Company to EGPC and CONTRACTOR
within thirty (30) days of the end of each quarter.

(b)) During the term of this Agreement and the renewal period
EGPC, CONTRACTOR and Operating Company are entitled
to the full use of all fixed and movable assets in connectidn
with operations hereunder in (1) the Area and (2) any other
area approved by EGPC.and CONTRACTOR and proper
accounting . adjustment shall be made. CONTRACTOR
and EGPC shall not dlspose of the same except with agree-

ment of the other.

(¢) CONTRACTOR may freely 1mport into A.R.E., use therein
and freely export at the end of such use machinery and equip-
‘ment which it elther rents or leases in accordance with ﬂood

industry practices.
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BONUSES

{a) CONTRACTOR shall pay to EGPC as a Signature Bonus

)

d)

(e)

()

the sum oi ten (10} mullion U.S. Dollars.

CONTRACTOR shall pay to EGPC the sum of five (5) mill-
ion U.S. Dollars as Production Bonus when the total average

daily production first reaches the rate of twenty-five (25)
thousand barrels per day for thirty (30) consecutive producing
days. Payment will te made within fifteen (15) days there-

after.

CONTRACTOR shall also pay to EGPC the additional sum
of eight (8) million U.S. Dollars as a Production Bonus

when the total average daily production first reaches the 1ate
of fifty (50) thousand barrels per day for a period of thirty
(30) consecutive producing days. Payment will be made
within fifteen (15) days thereafter.

CONTRACTOR shall also pay to EGPC the additional sum
of ten (10) million U.S. Dollars as a Production Bonus

when the total average daily production first reaches the rate

of one hundred (100) thousand barrels per day for a period
of thirty (30) consecutive producing days. Payment will be
made within fifteen (15) days thereafter.

All the above mentioned Bonuses shall in no event be recover-
ed nor amortized by CONTRACTOR.

In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article III (¢) herein-

above, production from such sole risk area shall be consider-
ed for the purposes of this Article IX only it CONTRACTOR
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exercises its option to share in such producticn, and only from
the imitial date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall mamtain an office in A.R.E. at vhich
notices shall be validly served.

The General Manager and Deputy General Manager shall be

entrusted by CONTRACTOR with sufficient power to carry out
immediately all locai written directions given to them by the
GOVERNMENT or its representatives under the terms of this
Agreement. All lawiul reculations iesued or hereafter to be 1ssu-
ed which are applicahle hereunder and not in conflict with this
- Agreement shall apply to the duties and activities of the General

« Manager and Deputy General Manager.

All matters and notices shall be dee:me'd* to be vahdly 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

ARE.

All matters and notices shall be deemed to be vandly served
wich are left at the office of the Chairman of EGPC or which
aresent to him by registered mail at EGPC’s main office in Cairo.

ARTICLE M
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Ope'atmg Company shall take all proper measures, accord-
ing te generally accepted methods in use in the oil mdustry
to prezent Joss or waste of petroleum abové or under tho

gl‘oundm any form during driliing, producing, gatherlng and
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distributline or storage operations. The GOVERNMENT
nas the right to prevent anv operation on any well that it
> Y

might reasonabiy expect would result in loss or damage to
the well or the ait ficia.

{(6) Upon completion of the diilling of productive well, Operating
Company shall inform the GOVERNMENT or its represent-
ative of the time when the well will be tested and the product-
1on rate ascertained.

(¢) Except in mstances where multiple producing formations in
the same well can only be produced economically througn
single tubing string Petroleum shall not be produced from
multiple o1l carrving zones through one string of tubing at
the same time, except withthe prior.approval ¢f'the GOVERN-
‘MENT o1 1ts re presentative,

(d) Operating Company shall record data regarding the quantit-
ies of petroleum and water produced monthly from each
developmentlease. Such data shall be sent to the:GOVERN-
MENT or its representative on the special forms provided
for that purpose within thirty (30) days after 1t s obtained.
Daily or weeklv statistics regarding the production from the
Area shall be available at all reasonable times for examination
by authorized representatives of the GOVERNMENT.

() Daily drilling records and the graphic logs -of wells must
show the quantity and type of cement and the amount of
any other materials used in the well for the purpose of pro-
tecting ‘petroleum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well
after its completion shall be subject to the approval of the repre-
sentative of the GOVERNMENT.
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ARTICLE XII
CUSTOMS EXEMPTION

(@) EGPC, CONTRACTOR, Operating company and their cont-

(h)

ractors and sub-contractors engaged in carrying on operations
under this Agreement shall be permitted to import and shail
be exempted from customs duties, with respect to the impor-

tation of machinery, equipment, trucks, buses, automobiles,

spare parts, materials, computer hardware and software,
supplies, electric appliances, office furniture and equipment,
including air conditioning units, consumable items, foods-
tuffs and movable property when Certified by a responsible
representative of EGPC, to be used for carrying on operati-
ions under this Agreement. Such certification shall be
final and shall automatically result 1n such exemption

without any further approval -or preccedure.t

Each expatiiate employee of CONTRACTOR and Oper-

ating Company and the said contractors’ and sub-contra-
actors shall be permitted to import and shall be exempted
from all customs duties with rtespect to the reasonable
importation of household goods, consumable items, food-
stuffs (within the limits approved by Ministry of Petroleum)
and personal effects including one automobile provided
however, that such properties are imported for the sole use
of the employee and his family and provided further, that

no such property imported by the employee shall be resold
by him in the A.R.E. except in accordance with GOVERN-

MENT regulations.

Without prejudice to Article VIII, any of the items imported
into the A.R.E. cither exempt or not-exempt from customs
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duties, taxes or imposts under this Article may be exported
by the importing party at any time without the payment of

any export duty, or mmpost.

(d) Used but serviceable material, equipment and goods resu-
Iting from operation heveunder may be sold within lthe
A.R.E. previded that ‘the purchasers pay the applicable
customs duties, taxes or mmposts, if any, except if sold ta
EGPC or an affiliated companv of EGPC.

(e) . Materials, equipment and goods so damaged or used as to
be non-serviceable and which iar'e ‘classified by [CONTR-
ACTOR or Operating Company as scrap or junk (any such
CONTRACTOR’s appraisal being subject to EGPC appro-
val and any such Operatingy Company’s appraisal being
subject to EGPC and CONTRACTOR approval) may be
sold as scrap or junk without payment of customs duties.

taxes or 1mposts.

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

CONTRACTOR shall be entitled to reimbursement of ifs
unrecovered cost, if any, in such material or equipment
and the excess, if any, shall be patd to EGPC.

(g) “Customs Duties’’, as used herein, shall include all duties
taxes or imposts (except those charges paid to the GOVERN-
MENT for actual services rendered), which are payable as
a result of the importation of the item or items under con-
sideration.
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(h) There shall be po license required, and CONTRACTOR,

(i)

EGPC and their respective buyers shall be exempted from
any duty, tax, fee or any other financial impost in respect
of the export of Petrolevm hereunder.

EGPC, CONTRACTOR, Operating Company and thelr
contractors and sub-contractors engaged in this Agreement,
for the purpose of this Articie and without prejudice to the
limits and restrictions laid down in paragraphs (a) and (b)
above, shall te exempted from Law No. 133 of 1981 promui-
gating the law on consumption tax as row or hereafter
amended or substituted by subsequent laws.

ARTICLE Xil|

BOOKS OF ACCOUNT: ACCOUNTING AND
PAYMENTS

() EGPC, CONTRACTOR and Operating Company shal

each maintain at tkeir business offfices in the A.R.E.
books of account, in accordznce with the Accounting Proc-
edure in Annex “E’’ and accepted accounting practices
generally used in the petroleum: industry, and such other

- books and records as may be necessary to show the work

performed under this Agreement, including the amount and
value of all petroleum produced and saved hereunder.
CONTRACTOR and Operating Company shall keep their
books of account and accounting records in United States
Doliars. Operating Company shall furnish to the GOVERN-
MENT or its representative monthly returns showing the
amount of petroleum produced and saved hereunder. Such
returns shall be prepared in the form reauired by the GOVE-
RNMENT, or its representative and shall te signed by
the General Manager or by the Depuly General Manager
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or a duly deﬁsignated deputy, and delivered to the GOVERN-
MENT or its represenatives within thirty {30) days after
the end of the month covered 1n the return.

(b) The aforesaid books of account and other books and recoras

referred to abcve shall be available 2t all reasonable times
for inspection by duly authorized representatives ol the
GOVERNMENT.

(¢c) CONTRACTOR chall submit to EGPC a Pront and Loss

(a) CONTRACTOR andfor

Statement of the Financial Year not later than three (3)
months after the comymencement of the following Financial
Year to show its net profit cr loss itom the petroleum
operations under this Agreement for such year.

CONTRACTOR shall at the same time submit a certt
fied year-end Balance Sheet for the same financial year 1o
EGPC. The Balance Sheet and Financial Statements shall
be certified by an Egyptian Firm, propetly qualified to issue
said certification and mutually acceptable te Contraetor
and EGPC. |

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

Operating Company -shall prepare
and, at all times while this Agreement is in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and /or Operating Company
shall furnish the GOVERNMENT or its represenfative,
in conformity with applicable regulations or as the GOYV-
ERNMENT or its representative may reasonably requ ire
information and data concerning its operations under this
Agreement. Operating Company will . perform  the
functions indicated dn’ this Article X1V in accondance with
their respective role as specified in Arucle Vi.
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(55 CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative por-
tion of each sample of cores and cuttings taken from dril-

Ting wells, to be disposed of, or forwarded to the GOVER-
NMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONIR-
ACTOR and/or Operating Compamy for its own purposes
<hall be considered available for inspection at any reasenable
time by the GOVERNMENT or its representatives.

(¢) Unless otherwise agreed to by EGPC, in case of expolling
any rock samples outside A.R.E., samples equivalent in size

and quality shall, before such exportation, be deliveiea to
EGPC as representative of the GOVERNMENT,

(dy Originals of records can only be exported with the permission
of EGPC ; provided, however, that magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparable record,
if available, is maintained in A.R.E. and provided that such
exports shall be repatriated to A.R.E. immediately upon

EGPC request on the understanding that they belong fo
EGPC.

(¢) During the period CONTRACTOR is conducting the exp-
loration operations, CONTRACTOR shall permit EGPC
-~ through EGPC’s duly authorized representatives or employe-
es to have full and complete access to the Area at all rea-
sonable times with the right to observe the operations being
conducted and to inspect all assets, records and data kept
by CONTRACTOR. EGPC's representative, in exercising
its rights under the preceding sentence, of this paragraph
(¢), shall not interfere with CONTRACTQR’s operations,
CONTRACTOR shall provide EGPC with copies of any
and all data (including, but not limited to, geological and
geophysical reports, logs and well surveys) information and
interpretation of such data, and other information in CONTR-
/¢ C] ¢ possession.
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For the purpose of obtaining new offers, the GOVERN.
MENT and/or EGPC may show any other party geophys-
ical and geological data (the age of which is not less than
one year) with respect to the Area.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in
accordance with law toward third parties for any damage caused
by CONTRACTOR’s exploration operations and shall indemn-
ify the GOVERNMENT and /or EGPC against all damages

for which thev mayv be held liable on account o any such oper-
ations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authnhtized representatives of the GOVERNMENT
shall have access to the Area covered by this Agreement and to
the operations conducted thrercon. Such representatives may
examine the books, registers. and. records of EGPC, CONTR-
ACTOR and Operating Company and make areasonable number
of surveys, drawings and tests for the purpose of enforcing this
Agreement. Thev shall, for this purpose, be entitled to make
reasonable use of the machinery and instruments of CONTRA-
CTOR or Operating Company on the condition that ne-danger
or impediment to the operations hereunder shall arise direc-
tly or indirectly from such use. The GOVERNMENT shall
indemnify and reimburse CONTRACTOR: or Operating Compa-
anv for any less or damage which may in fact result in. any such,
use Of said machinery and instruments. Such representatives
<hall be given reasonable assistance by the agents and employees
of CONTRACTOR or Operating Company so that noge of the
activities shall endanger or hinder the safety or efficiency of the
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operations. CONTRACTOR or Operating Company shall offer
such representatives all privileges and facilities accorded to 1ts
own employees in the field and shall provide them, free of charge,
the use of reasonable office space and of adequately furnished
housing while they are in the field for the purpose of facilitating
the objectives of this Article. Any and all information obtained

by the GOVERNMENT or its representatives under this Article
XVI shall be kept confidential with respect to the Area.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARABR REPUBLIC OF EGYPT PERSONNEL

(@) Itisthe desire of EGPC and CONTRACTOR that operations
hereunder be conducted in a business-like and efficient manner

(1) The expatriate administrative, professional and tech-
nical personnel emloyed by CONTRACTOR or Operating
Company and the personnel of its contractors for the con-
duct of the operations hereunder, shall be granted a residence

as provided for in Law No. 89 of 1960 as amended and Min-
isterial Order No. 9 of 1963 as amended, and CONTRA-
CTOR agrees that all immigration, passport, visa and empl-
oyment regulations.of the A.R.E., shall te applicable to
all alien employees of CONTRACTOR working 1n the
AR.E., except as otherwise provided in this Agreement.

(2) A mimimum of twenty-five (25) percent of the com-
bined salaries and wages of each of the expatriate - admini-
istrative, professtonal and technical perscnnel employed
by CONTRACTOR or Operating Company shall be pai&
monthly in Egyptian Currency. On final repatriation such
personnel shall have the right to remit abroad in U.S. Dol-
lars or other cusrencies the unused portion of Fgyptian

Currency inexcess of twenty-five (25) percent of such person-
nel’s salary.
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() CONTRACTOR and Opesating Company shall each select,
its emploecs and determine the number thereof, to be used.
for operations hereunder.

(&) CONTR~CTOR shall, after consultation with EGPC, pre-
pare and cany out specialized training programs for all its
A R.E. employees engaged in operations hereunder with res-
pect to, applicable aspects.of the petioleum industry. CON-
TRACTOR and Operating Company undertakes to replace
ar adually their non-executive: expatriate staffs by qualiﬁe&
nationals as they are available. "

(d) During the reriod when CONTRACTOR is conducting
Exploration, CONTRACTOR shall give mutually agreed
numbers of EGEC employees an opportunity to atlend and
participatc in  CONTRACTOR’s and CONTRACTOR’s
affiliate: training programs relating to exploraticn and: deve-

lopment: operations.

ARTICLE XV
LAWS: AND; REGULATIONS

(@) CONTRACTOR' and Operating Company shall be subject
to Law No. 66 of 1953 (excluding Article 37 thereof) as am-
ended by Law No. 86,0ft 1956.and: the regulations issued for
the implementation therof, including the regulations for the
safe and efficient performanee of operations carried out for.
the execution of this Agreement and for the conservation®
of the. petroleum resaprces of the A.R.E. provided that no:
regujations, modifivation: or- interpretation; tereof “shall! b
contrary. torar: Inconsistentowithy the. provisians: of; the Agre:-

ement,

Pavment: ta Comtractor. for- Petroleum: whose supply is res
quired purswant to this Article XVIII shall.be. made to Contr-
actor in. U.S;. Dallars- remittablé- abroge] andi the: price~
paid to,Contraciar for: such. Petrolewm. shall: be- calculated in.
accordance with Article VIl paragrapt (c).
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(b) EGPC and CONTRACTOR shall be exempted from all
taxes, except as provided in Article T paragraph () for
income taxes, with respect to the extracting, producing,
exporting or transporiing of petroleum hereunder. CON-

TRACTOR shall also be exempted trom anv tax on capital.

(¢) The rights and obligations of EGPC and CONTRA-
CTOR under, and for the eifective term of this Agreement,
shall be governed by and in accordance with the provisions of
this Agreement and can only be altered or amended by the
mutual agicement of the said coiiraciing parties.

(d) The contractors and sub-contractors of CONTRACTOR

and Operating Company shall be subject to the provisions
of this Agreement which affect them. Iasofar as all regula-
ations which are duly issued by the GOVERNMENT applfr

from time to time and are not in accord with the provisions
of this Agreement, such regulations shall not apply to the
CONTRACTOR and sub-Contractors.

() EGPC, CONTRACTOR, Operating Company and their
sub-contractors shall for the purposes of this Agreement be
exempted from all professional stamp duties imposed by syn-
dical laws with respect to their documents and activities

hereunder.

ARTICLE iXIX
RIGHT OF REQUISITION

(@) In case of national emergency due to war or imminent 2x-
pectation of war or internal causes, the GOVERNMENT
may requisition all or part of the production fromthe Area
obtained hereunder and require Operating Company to incre-
ase such producion to the utmost possible maximum. The'
GOVERNMENT may also requisition the oil field iiselr
and, if necessary related facilities.
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(b) 1In any such case, such requiisition shall net e etfected exce-
cept after 1nviting EGPC and CONTRACTOR or theis
representative by registeied letter, with acknowledgement
of receipt, 1o express their views with respect to such requis-
1t1on.

(¢} The requisition of production shall be effecied by Ministerial
Order. Any requistion of oil field itselt, ¢r anv related faci-
lities shall be effected by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above. the GOV-
ERNMENT shall indemnify in full EGPC and CONTRAC-
TOR for the period during which the jreguisition is main-
tained, including :

1. Al damages which result from such requisition,

g

by the GOVERNMENT less the rovally <hare fof such pro-
duction, and

2. Full repayment each fmonth for all Petroleum extracted

3. Other obligations of Contractor and EGPC hereunder.
However, any damage resulting from enemy attack is not
within the meaning of this sub-paragiaph (d). Payment
hereunder shall be made to CONTRACTOR 1n U.S. Dol-
lars remittable abroad. The price paid to CONTRACTOR
for Petroleum taken shall be calculated in accordance with

Article VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(@) Neither EGPC noyr CONTRACTOR may cssign 1o a person,
firm or corporation not Party herete, in whole or in part,
any of its rights, privileges, duties or obhgations under this
Agreement without the written consent ¢i the GOVERN-

MENT.
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() To enable consideration to te given te any request for such
consent, the following conditions must be fulfilled :

1. The obligations of the assignor deriving from this
Agreement must have been duly fulfilled as of the date such
request 1s made.

2. The instrument of assignment must include provis-
wons stating precisely that the assignee 1s bound by all coven-
ants contained in this Agreement and any medifications or
additions 1n writing that up to such time may have been made.
A draft of such instrument of assignment shall be submitted

to the EGPC for review and approval before being formally

executed.

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

or fees.

(d) As long as the assignor shall hold any interest under this
Agreement the assignor logether with the assignee shall
be jointly and severally hable for all duties and obligations
of CONTRACTOR under this Agreement.

_“E:

ARTICLE XXI o
BREACH OF AGREEMENT AND POWER TO CANCEL

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

CONTRACTOR, in the following instances :

[. If 1t knowmgly has submitted any false statements to
the GOVERNMENT which were of a matertal consideration
for the execution of this Agreement ;

2. If 1t assigns any interest hereunder contrary to the
provistons of Article XX hereof ;
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(5)

3. If 1t is adjudicated bankrupt by a court of competent
jurisdiction ;

4. Ifit does not comply with any final decision reached as
the result of court proceedings conducted under Article XXIIY
Paragraph (a) hereunder :

5. It it intentionally extracts any mineral other than
Petroleum not authorized by this Agreement or without the
authority of the GOVERNM ENT, except such extractions as
may be unavoidable as the result of operations conducted
hereunder in accordance with accepted petroleum industry
practice and which shall be notified to the GOVERNM ENT
or its representative as socon as possible ; and

4. If it commits any material breach of this Agreement or
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

ta the GOVERNMENT against CONTRACTOR in ac-
cordance with the provisions of this Agreement, and,in the
event of such cancellation, CONTRACTOR shall have the

right to remove from the Area all its personal property.

If the GOVERNMENT deems that one of the aforesaid causes
(other than 2 force majeure case referred to in Article XXI1
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice
personally served on CONTRACTOR’s General Manager in
the legally official manner and receipt of which is acknowled-
ged by him or by his legal agents, to remedy and remove such
cause ; but if for any reason such service is impossible dye to
unnotified change of address, publication in the Officiy]
Journal of the GOVERNMENT of such notice shall be con-

sidered as validly served upon CONTRACTOR. If at the
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end of the said ninety (90) days notice period such cause has
not been remedied and removed,¥this¥Agreement may be"
cancelled forthwith by Order or Presidential Decree as afore-
said; provided however, that 1f such cause, or the failure to
remedy or remove such cause, results from any act or omission
of one party, cancellation of this Agreement shall be effective

only against that party and not as against any other party
hereto.

ARTICLE XXII
FORCE MAJEURE

(¢) The non-pertormance or delay 1n performance by EGPC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if, and to the extent that,
such non-performance or delay 1s caused by force majeuse.
The period of any such non-performance or delay, together
with such period as may be necessary for the restoration of
any damage done during such delay, shall be added to the time
givenin this Agreement for the performance of such obligation
and for the performance of any obligation dependent thereon
and consequently, to the term of this Agreement, but only
with respect to the block or blocks afiected.

(b) ““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 EGYPT, and / or the
GOVERNMENT of the U.S.A., with respect to CONTRA-
CTOR whether promulgated in the form of a law or other-
wise or any act o1 God, insurrection, riot, war, strike, and
other labor disturbance, fires, floods or any cause not due to
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the fault o1 negilgence of EGFC or CONTRACTOR or
either of them, whether or not similar to the foregoing provided

that any such canse 1s beyond the reasonable control of EGPC
and CONTRACTOR, or either of them.

¢) Without prejudice 1o the above and except as may ve oiher-
wise provided herem, the GOVERNMENT shall incur no
responsibility whatsoever to EGPC and CONTRACTOR,
or either of them for any damages, 1estrictions or loss arising
in consequence of such case of force majeure except a force
majeure caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) T the force majeure event cccurs during the 1nitial exploration
period or any extension thereof and continues in effect for a
period of six (6) months CONTRACTOR shall have the
option upon ninety (90) days prior written notice to EGPC to
termipate its obligations hereunder without further lLiabiljty
of any kind and, if still in force, the Guaranty contained in
Annex “C’" hereto, shall be automatically cancelled and
EGPC shall so notify the Bank to release the Guaranty.

ARTICLE XXIII
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to
this Agreement or the breach,termination or invalidity thereof.
between the Government and the parties shall be referred to
the junisdiction of the appropriate Arab Republic of Eavpt
Courts and shall be finally settled by such Courts.
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(b) Any dispute, controversy or claim arising out of or relating to
this Agreement, or breach, termination or fnvalidity thereof
between CONTRACTOR and EGPC shall be settled by
arbitration in accordance with the Arbitration Rules of the
Regional Center for Commercial Arbitration - Cairo (the
Centre) 1n effect on the date of this Agreement. The award
of the arbitrators shall be final and binding on the parties.

{¢) The number of arbitrators shall be three.

‘d) Each party shall appoint one arbitrator. If, within thirty
days after receipt of the claimant’s notification of the appoint-
ment of an arbitrator the respondent has not notified the
claimant 1n writing of the name of the arbitrator he appoints,
the claimant may request the Centre to appoint the second
arbitrator.

{e) The two arbitrators thus appointed shall choose the.third
arbitrator who will act as the presiding arbitrator of the trib-
unal. It within thirty days after the appointment of the
second arbitrator, the two arbitrators have not agreed upon
the choice of the presiding arbitrator, then either party may
request the Secretary General of the Permanent Court of
Arbitration at the Hague to designate the appointing auth-
ority. Such appointing authority shall appoint the presiding
arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of a
nationality other than A.R.E. or U.S.A. and of a country
which has diplomatic relations with both A.R.E. and U.S.A.
and who shall have no economic interest 1n the oil business
of the signatories hereto.

() Unless otherwise agreed by the parties to the arbitration, the
arbitration, includmg the makimmg of the award, shall take
place in Cairo, A.R.E.
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(h)

(@)

The Egyptian Law (including good faith) shall apply to the
dispute except that in the event of any conflict between the
Egyptian Laws and this Agreement (including the arbitration
provision), the provisions of this Agreement shall govern,

If for whatever reason arbitration in accordance with the
above procedure would likely fail, then the parties agree that
all disputes, controversies or claims arising out of or relating
to the Agreement or the Breach, termination or invalidity

thereof shall be settled by arbitration in accordance with the
UNCITRAL Rules.

ARTICLE XX1V
STATUS OF PARTIES

The rights, dutics, cbligations and liabilities in respect of
EGPC anéd CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this Agre-
ement shall not be construed as constituting an assoclation or
corporation or partnership.

{) CONTRACTOR shall be subject io the laws of the place where

it is incorporated regarding their legal status or creatiom,
organization, charier and by-laws, shareholding, and owner-
ship. 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 éapilal shares nor any tax or duty in the
A.RE. CONTRACTOR shall be exempted from the appli-
cation of Law No. 159 of 1981 as amended.

All parties comprising CONTRACTOR shall be jointly and
severally liable for the performance of CONTRACTORS
oebligations under this Concession Agreement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED
MATERIAL

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

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

() Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available mater-
ials, equipment, machinery and consumables. However, such
material, equipment, machinery and consumables may be
imported for operations conducted here under if the local
price of such items at CONTRACTOR s or Operating Compa-
ny’s operating base in A.R.E. 1s more than en (10) percent
higher than the price of such imported items before customs
duties, but after transporiation and insurance costs have been
added.

ARTICLE XXVI
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts

of A.R.E. be referred to in construing or interpreting this Agree-
ment: provided however, that in any arbitration pursuant to Arl-
icle XXIII hereabove between EGPC and CONTRACTOR the

English and Arabic versions shall both be referred to as having
equal force n construing or interpreting the Agreement.
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ARTICLE XXVIi
GAS

If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives 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 accordance with the Cost Recovery Principles

of Article VII.

Production Sharing Principles of Article VII shall apply to
the value of associated and non-associated gas if sold for export
and not used in operations, flared or re-injected. However, any
Gas not exported outside A.R.E. in a higuid or solid state, or not
used in orerations {(including re-injection), sh all remain in the pro-
perty of the State and may be utiiized by EGPC and EGPC shal:
not be liable for payment to CONTRACTOR ol any costs or
expenses respecting any past operations of CONTRACTOR re lated
to such Gas. Under no circumstances will CONTRACTOR be
responsible for or bear any cost or expenses incurred for utilizat-
ion of Gas used internally in the A.R.E.

ARTICLE XXVIil
GENERAL

The headings or titles to each of the Articles to this Agreement
are solely for the convenience of the parties hereto and shall not
be used with respect to the interpretation or construction of satd

Articles.

ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

This agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the compe tent authorities
of the A.R.E. authorizing the Minister of Petroleum to sign said
Agreement and giving this Agreement full force and effect of law

notwithstanding any countervailing government enactment, and
the Agreement 1s signed by the GOYERNMENT, EGPC, and

CONTRACTOR.
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ARAB REPUBLIC OF EGYPT
BY :

EGYPTIAN GENERAL PETROLEUM
CORPORATION

BY
MARATHON PETROLEUM EGYPT,

LTD.
BY

UNION TEXAS EGYPT, INC.
BY

AMERADA HESS CORPORATION OF
EGYPT

BY :

UNIONOIL 7ZEIT LTD.
BY
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ANNEX “A”

CONCESSION AGREEMENT
BETWEEN
A.R.E. AND EGPC
AND
MARATHON PETROLEUM EGVYPT, LTD.

AND

UNION TEXAS EGYPT, INC.
AND

AMFRADA HESS CORPORATION OF EGYP]

AND
UNIONOIL ZEIT, LTD.

IN
WEST GEMSA ONSHORE AREA
GULF OF SUEZ BASIN
DESCRIPTION OF THE AREA

Anncx “B’ is an illustrative and provisional map on the
scale of 1 :250,000,including the Area covered and affected by
this Concession Agreement.

" This Area measures approximately one thousand and four
hundred (1400} square kilometers and 1s composed of all or part
of fifty-one (51) Exploration Blocks, each complete Block 1s three
(3) minutes latitude by three (3) minutes loneitude and measures
approximately twenty-five (25) square kilometers of Surface Area,

more or less.

It 15 to he noted that the delineatien iines o the individual
Exploration Blecks in Annex "B’ are inlended to be illustrative
and provisional and do not show accurately their true position 1o
relation to existing monuments and geographical features.

The Area is bounded by a group of straight lines, except where
the high tide water line of the western shore of the Gulf of Suez
is making connection between any two poInts therein.

Coordinates of the corner points of the Arca arc given 1n the
following table, which forms an integral part of this Annex “A”
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Latitude North

(28n 06’ 00#)
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28“ 03!100H

*. Y 1596 002.360

28° 037 007
Y 396 096.260

28{1 00!’ mﬂ
Y : 590 552.587

28“'00"00”
Y : 590 648.397

270 57f OOW
Y : 585 104.645

27° 577 00
Y : 585 202.361

27:1 54! mrr

Y : 579 658.526 !

271: 54: mrr

| Y :579 758 .144

: 601 546 .03 ;
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! Longitude East

|

Due

[

—

(33ﬂ 18! 00”)

330 18’”00”

L awr .- - == = == - -

330 21! Ogﬂ

:

33° 21" 00

33° 24" 00”7
I X 851 109. 677

330 24’ 00"
| X :851 218671

1
t

330 27! 00”

X 856 141.570

33° 27 00"

X

3313 30! Oorr

33 30# 00::

X 1841 059.33

South to Point 2 |

| East to Point 3
X 841 164 .118

- ‘ South to Point 4 |
X : 846 082-26] | |

1 Fast to Point 3

X : 846 189. 1-»6|

South to Point 10
X - 861 177.931 |

South to Point 6

Fast to Pomt 7

South to Point 8

East to Point 9
: 856 252656 |

| Alongside the high
water line of the

= ey

N S L TE—T TR W=~ - R——

#

Western Shoie of
the Gulf of Suez
Southward to Point

11

At the intersection
of the high water
line of the Western
Shore of the Gulf

-of Suez with long.

33:: 30r 00" E
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No* | Latitude North | Longitude East ! Dae | Remarks
11 332 30° 09 | Alongside long. | At the intersection
| } 33° 30’ 00” South-| of the high water
; l ward to Point 12 line ot the Western
5 ' | Shore of the Gait
' - of Suez with long.
- 33° 39" 00" E
12 33030 30 Alongside the high| Atthe intersectior
~water line »f thel of the high water
 Western  Shore of! lineof the Vvestern
' the Gulf of Suez| Shore of the Gull
- Southward to Point, of Suez with long.
13 33° 30 00" E
13 27° 367 €0 . Coastline " West to Point 14 |
14 | 27036 00" | 33 12°00" | Northto Point 15 |
| Y 545 931.724 1 X :832 222.710 ‘
15 | 32 12 950" ! Intersection with
i 5. W. G.P.C. Ras !
| ' Shukeir Bound.
16 | 28° 03’ 58.00" 33° 13° 25.988" | North East to Point
Y 1597 649.62 | X :833 644.84 | 17
17 (28° 06" (07) (33° 16" 407) . North Fast along-| Atthe intersection

| Y - 601 506-50 | X :838 947.79

- Shukeir Field to

side the South Fast-~
ern Boundary of

Point 1 which 1s of
the beginning.

 ——— v

of the South Easi-
ern Boundary of
Shukeir Freld.
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ANNEX “C"

LETTER OF GUARANTY
LETTER OF GUARANTY NO. ‘CAIRO,
EGYPTIAN GENEBRAL PETROLEUM CORPORATION

Gentlemen

ihe Undersigned, the National Bank of Egypt, as Guarantor,
nereby guarantees (o the Zzyptian General Petroleum Coruorat-
1on {hereinaiter referred to as EGPC) to the limit of thirty-five
(35) million Dollars in U.S. Curtency the performance by all rour
parwners (hercinalter referred to as CONTRACTOR} ot its obh-
gations required for exploration cperations to spend a minimum
ot thllt) -five ( .J‘ mitlion U5 Dollars (”IHI‘IT'!L the tﬁ'lhal f&rﬂnai’zw
veats of the exploration period under Ar !:*.. IV of thatcertgin
COHCﬂS‘%lO‘W Agie““lﬂj‘ﬂf {herginaiter raf f} reqd (p as the ‘Agfgeﬂq-
ant”’) covering that Arsa desconbed 1 Annexes A and B of
satd Agreement, by and bDetween the Arab Republic of Egypt
(heremafte: eferred to as “A.R.E. L, EGPCand CONTRACTOR,
dated July 15th, 1985,

[t 1s understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the per-
lod of expenditure of said thirty-five (35) million U.S. Dollars by
the amount of monev expended by CONTRACTOR for such

cxploration operations during each such quarter. Each such rad-
uction shall be established by the joint written statement of EGPC

and CONTRACTOR.

In the event of a Claim by EGPC of non-performance or sur-
render of the Agreement on the part of CONTRACTOR prior to
fulfilment of said minimum expenditure obligation under Ariicle
[V of this Agreement there shall be no hability on the undersigned
Guarantor for pavment to EGPC unless and until such Hability
has been established by written statement of EGPC setting forth
the amount due under the Agreement.
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It 1s a fugtlégr condition of this Letter of Guaranty that :

1. This Letter of Guaranty will become available only prov-
:ded that the Guarantor will have been informed 1n writing
by  CONTRACTOR and EGPC that the Agreement bet-
ween CONTRACTOR ARLE. and EGPChas becom ¢ effe-
otive according to its terms, and said Guaranty shall become

effective on the Effective Date of said Asreement.
5 This Letter of Suaranty shall in anv event automatically
explre
(@) Three (3) and a hait (1) vears after the date 1t becomes
effective, or

(b) at such time as toe total of the amounts shown on quar-
terly joint statements of EGPC and CONTRACTOR

equals or axceeds the amount of said minimum expendi-
ture obligations.

Whichever is earlier.

3. Consequently, any claim, in respect thereof should be
made to the Guarantor prior to either of said eXpiration
dates at the latest accompanied by EGPC’s written statem-
ent, setting forth the amount of under expenditure by

CONTRACTOR to the effect that :

(9) CONTRACTOR has failed to perform its expenditure
oblications referred in this Guaranty, and

(b)) CONTRACTOR has failed to pay the expenditure defi-
ciency to EGPC.

We declare that on igsuing_this Guaranty we did not exceed
the limit of total guaranties which we are entitled to issue as per

M inistry of Fconomv's Letter No.
dated

Please return to us !;his [ etter of Guaranty in the event it
does not become cffective, or upon the expiry date.

Yours faithfully,
For

Accountant
Manager
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ANNEX “D”
CHARTER OF OPERATING COMPANY

ARTICLE 1

A joint stock company having the nationahty of the ARAB
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 the Charter.

The Companyv shall be subject to all laws and regulations 1n
force in the A.R.E. to the extent that such laws and regulations
are not inconsistent with the provisions of this Charter and Agree-

ment referred to below :
ARTICLE 11

The name of the Company shall be mutually agreed upon
hetween EGPC and CONTRACTOR on the date of the commer-
cial discovery and shall be subject to the approval of the Minister

of Petroleum.

ARTICLE 11t

The Head Office of Operating Company shall be :n the A.R.E.
in Cairo.

ARTICLE 1V

The object of Operating Company is to act as the agency throu-
gh which EGPC and Marathon, Union Texas, Amerada and Un-
ionoil as CONTRACTOR carry out and conduct the Develop-
ment operations required in accordance with the provisions of
the Agreement signed on the 15th day ot July 1985 by and between
the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN GENE-
RAL PETROLEUM CORPORATION and CONTRACTOR
covering petroleum operations in the West Gemsa Area described

therein.
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Operating Company shall also be the agency to carry out
aqd conduct exploration operations after the date of Commercial
Discovery pursuant to CONTRACTOR’s Work Program and

Budget approved in accordance with the Agreement.

Operatipg Company shall keep account of all costs, expenses
and expenditures for such operations under the terms of the
Agreement and Annex “E” thereto.

Operating Company shall not engage in any business or under-
fake any activity beyond the performance of said operations unless

otherwise agreed upon by EGPC and CONTRACTOR.
ARTICLE V

The authorized capital of Operating Company i1s 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 CONTRACTOR shall each pay for, hold and
own, throughout the life of Operating Company relerred to above,
one half (1/2) of the capital stock of Operating Company provided
that only in the event that either parly should transfer or assign
the whole or any percentage of its ownership interest in the entirety
of the Agreement, may such transferring or assigning party trans-
fer or assign any of the capital stock of Operating Company and,
in that event, such transferring or assigning party (and its success-
ors and assigns) must transfer and assign a stock interest 1n Oper-
ating Company equal to the transferred or assigned whole or
percentage of its ownership interest in the entirety of the said Agree-

ment.

ARTICLE Vi

Operating Companyv shall not own any right, title, interest
or estate in or under the Agreement or any development lease
created thereunder or in any of the Petroleum produced from any
exploration block or development lease area thereunder or 1n any
of the assets, equipment or other property obtained or used mn
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connection therewith, and shall not be obligated as a principal
for the financing or performance of any of the duties or obligations
of either EGPC o1 CONTRACTOR under the Agreement. Oper-
ating Conmpany shall not make any profit from any source what-
soever.

ARTICLE VIi

Operating Company shall be no more than an agent for EGPC
and CONTRACTOR. Whenever 1t is indicated herein that
Operating Company shall decide, take action or make a proposal
and the like, it 1s understood that such decision or judgement is
the result of the decisicn or judgement of CONTRACTOR, or

EGPC and CONTRACTOR, as may be required by the Agree-
ment.

ARTICLE VIl

Operating Company shall have a Board of Directors consist-
ing of exght (8) members, four (4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR. Any of the
Directors designated by EGPC or CONTRACTOR may be rep-
laced at any time by that party. The Chairman shall be designated
by EGPC andshall also be a Managing Director. CONTRACTOR
shall designate the General Manager who shall also be a Managing
Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meet-
ings must have the affirmative vote of five (5) or more ot the
Directors : provided, however, that any Director may be repres-
ented and vote by proxy held by another Director.
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ARTICLE X

General meetings of the shareholders sbhall be valid if a major-

ity of the capital steck of Operating Company 1s represented the-

reat. Any decisions taken at such meetings must have the afhr-
mative vote of shareholders owning or representing a matority of

the capital stock.
ARTICLE XI

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of Oper-
ating Company employed directly by Operating Company and
not assigned thercto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Oper-
ating Company and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accord-

ance with the provisions of Article X hereof.
ARTICLE Xli

Operating Company shall come into existence within thirty
(30) days after the date of Commercial Discovery as provided
for in the Agreement.

The duration of Operating Company shall be for a period
caual to the duration of the said Agreement including any renewal

thereof.

It shali-be wound up if the Agreement reterred to above 18
srminated for any reason as provided for therein.
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EGYPTIAN GENERAL PETROLEUM
CORPORATION

BY

MARATHON FETROLEUM EGYPT, LTD.
BY

UNION TEXAS EGYPT, INC.

BY

AMERADA HESS CORPORATION OF
EGYPT

BY

UNIONOIL ZEIT, LTD.
BY
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ANNEX “E”
ACCOUNTING PROCEDURE

ARTICLE 1
GENERAIL PROVISIONS

1. Definitions

The definitions contained in Article 1 of the Concession Agree-
ment shall apply to this Accounting Procedure and have the same
meaning. Certain accounting terms herein used are defined as

follows

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

(b) “Non-Operator’™ means the parties to the Agreement
other than CONTRACTOR when it 1s performing work.

2. Statements of Activity

(@) CONTRACTOR shall pursuant to Article IV of the
Agreement, render to Non-Operator within thirty (30)
days of the end of each Calendar Quarter a Statement
of Exploration Activity reflecting all charges and credits
reflated to the Exploration operations for that Quarter
summarized by appropriate classifications indicative
of the nature thereof.

(b) Operating Company shall render to EGPC and CONT-
RACTOR within twenty-two (22) days of the end of each
Calendar quarter a Statement of Development and
Exploration Activity reflecting all charges and credits
related to the Development and Exploration operations
for that quarter summarized by appropriate classificat-
ions indicative of the nature thereof except that items of
controllable material and unusual charges and credits

shall be detailed.
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3. Adjustments and Audits

(@) Fach Stafen:ent of Exploration Activity shall conclusively.
be presumed to be true and correct after three (3) months:
followinrgz the receipt of each statement by B(GPC unlesé
within the said three (3) moaths EGPC talies written
exception thereto pursuant to Arficle 1V ({3 of the Agree-
ment. During said three (3) months pertod supporting
documents will be available for inspection by EGPC
during all working hours, CONTRACTOR will Lhave theu
same audit rights on Operating Company statements
as EGPC under this sub-paragraph.

(b} All Statements of # ctivity for Development ior any
Calendar cuarter shall conclusively te presumed to be
true and correct three (3) months following the receipt
of such statement unless within the said three (3) months
period EGPC or CONTRACTOR takes written except-
:on thereto. Pending expiration of said three (3) months
BEGPC or CONTRACTOR Or both ot them shall have
the right to audit Operating Company accounts, records
and supporting documents for such guarter in the same
manner as provided in Article 1V (f) of the Agreement.

4. Curreacy Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any, shall
be keptin the AR.E. in U.S. Dollars. All U.S. Dollar
expenditures shall be charged 1n the amountexpended. All Egypt-
ian Pounds expenditures shall be translated to U.S. Dollars at
the official buying rate of exchange issued by the Central Bank of
Egypt on the first day of the month in which expenditures ar¢
recorded, and all other non-U.S. Dollar expenditures shall be
trapslated to U.S. Dollars at the buying rate of exchange fof
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such currency as quoted by National Westminster Bank Limited,

I ondon at 10.30 a.m. G.M.T., on the first day of the month in

which expenditures are recorded. A record shall be kept ot the-
cxchange rates used in translating Egyptian Pounds or other non-
U.S. Dollars expenditures to U.S. Dollars.

5. Precedence of Documents

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

of the Agreement shall prevail.

6. TRevision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,.
this Accounting Procedure may be revised from time to time:
in the light of future arrangements.

7. No Charge for interest on investment
Interest on Investment or any bank fees or charges shall not

at any time be charged as recoverable cost under the Ag,reement |

ARTICILE 11
COST, EXPENSES AND EXPENDITURES
Subject to the provisons of the Agreement, CONTRACTOK
shall alone bear and, directly or through Operating Company,
pay the following‘costs and expenses, which costs and expenses
shall be classified and allocated each month between exploration

and development activities according to sound and generally

accepied accounting principles and treated in accordance with

Article VI of the Agreemem -
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1. Surface Rights :

All direct cost attributable to the acguisition, renewal or
relinquishment of surface righis acanired and mamntained in
force forthe Area.

2. F.abour and Related Cosis

A)

Salaries and Wages of CONTRACTOR s or Operating
Company’s einp dyees, as the case may be, directly
engaged in the various activities under the Agreement
including salaiies and wages paid to geologists and other
cployees who are temperanly assigned to snd empioyed
in such activities. Such salaes and wages to be certificd
by a certihied putdic accounting firm.

Reasonable revisions of such salaries end wages shgll
be effrcted 1o take into account changes 1in CONTRACT-
OR’s pchicies and amendments of Laws applicable to
salaries,  For the purpose of this paragraph 2, and parag-
raph 3, salaries and wages shall mean thie assessable
amoun'ts for A.R.E. Income Taxes, including the salaries
during the vacations and sick leaves, but excluding alil -
the amounts of the other items covered by the nercent-
age under 3 below.

For expatriate employees permanently assigned to Egypt :

{. Ail allowances applicable to salarnies and wages ;
2. Cost of established plans ; and

™y

3. All travel andrelocation cosis of such expatriate

emplovees and their families to and from the employees’

country or point of origin at the time of empioyment, at
the time of sepration, or as a result of transfer from one
location to another and for vacation (transportation .
costs for employees and their tamilies transterring from
A.R.E. to another location otlier than their country of
origin shall not be charged to A.R.E. Operations).
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Costs under this sub-paragraph 2.B shali be equal to
seventy (70) percent of those expatriates allowed under
sub-paragraph 2.A. above except for employees whose
families 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 expatriale personnel
Including those paid during vacations and sick leaves
as estatlished in CONTRACTCOR s international polic-
ies, chargeable under sub-paragraph 2 a, paragraph

9 and sub-paragraph 11 a. and c¢. of this Article II.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregoing per-

centages. The percentages outlined above reflect CONT-
RACTOR’s actual costs as of the Effective Date with

regard to the following benefits, allowances and costs.

. Anticipated termination oflease contractin A.R E.
or abroad.

2. Household implements transportation in A.R.E.
or abroad (round trip).

3. Clothing equipment allowances.

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

5. Accrvals of seniority indemnity.

6. Charges for social securitv and insurance such as -
— Retirement plan.
— National Health Insurance.

-— Unemployment Insurance.
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—- Accident and Disability Tnsurance.

-— Extraordinary Insurance.

7. Contractuoal travel expenses df emplovees and their

families.
3. Excess luggage.

9. Recreational allowances

10. Medical assistance to emj;loyees

and their
tamilies in or outside A.R.E. '
11. Housing and utilities allowances.

12. Education allowance (children of expatriate
employees) and educational assistance.

13. Settlemen.t. allowance in or outside A.R.E.

14. Contribution for resettlement expenses at re-
patriation.

15. Vacations, sick leaves and disability salaries or
eXpenses.

16.

Any other costs. allowances and benefits of a

like nature as established in CONTRACTOR ’s
international policies.

The percentages outlined above shall be reviewed at |
intervals of three (3) years from the Effective Date and
at such tme CONTRACTOR and EGPC will agree i
on new percentages to be used under this paragraph.

Revisions of the percentages will take into consider-
ation variances in costs and changes in CONTRACTOR s
intérnational policies which change or exclude any of
the above allowances and benefits. ;

_1he revised percentages will reflect as nearly as possibie
C;QNTRACTOR_-’% ‘actual costs of all its established
allowances and “benefits and of personnel transfers.
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C) For expatriate employees temporarily assigned to Egypt
all allowances, costs of estatlished plans and all travel
relocation costs for such expatriate as paid in accordance
with CONTRACTOR s international policies such costs
shall not include any administrative overhead other

than what s mentioned in Article II.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 provided under sub-paragraphs 2 a. and 2 b., parag-
raph 9 and sub-paragraphs 11 a. and 11 c. of this Article
I1.

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

| Bonuses, overtime, customary allowances and benefits on

a basis similar to that prevailing for Oil Companies operating
in A.R.E., all as chaigeable under sub-paragraph 2 a. paragraph
9 and sub-paragraph 11 a. and 11 ¢. of this Article IT. Severance
pay will be charged at a fixed rate applied to payrolls which equal
an amount equivalent to the maximum liability of severance pay-
ment as required under the A.R.E. Labour Law.

4. Material

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

(a) Purchases

Material, equipment and supplies purchased shall .
be at price paid by CONTRACTOR or Operating
Company plus any related cost and afler deduction of
all discounts actually received.
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(b) Material Furnished by CONTRACTOR

M aterial required for operations shall be purchased
directly whenever practicable, except that CONTRAC-
TOR may furnish such material from CONTRACTOR'S
affiliates stocks outside the A.R.E. under the following
conditions :

1. New Material (Condition “A’’)

New Material transferred fiom 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 similar quality supplied on similar
terms, prevailing at the time such material was

supplied.

2. Used@ Material (Conditions “B’’ apd “C”’)

(a) Material which is in sound and serviceable
condition and is suitable for re-use without
reconditioning shall be classed as Condition “B”
and priced at seventy-five percent (75%) of the
price of new material.

(b) Material which cannot be classified as Condi-
tion “B’’ but which is serviceable for original func-
tion but substantially not suitable for reconditioning,
shall be classed as Condition “C’ and priced al
fifty-percent (50%) of the price of new material.

(c) Material which cannot be classified as Condt-
tion “B”’ or Condition “C’’ shall be priced at a
value commensurate with 1ts use.

(d) Tanks, buildings and other equipment 1n-
volving ereclion costs shall be charged at applicable
percentage or knocked-down new price.
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(c) Warranty of Material furnished by CONTRACTOR

CONTRACTOR does not warrant the matenals
furnished beyond or back of the dealer’s or manufactur-
er’s guaranty ; and in case of defective material, credit

shall not be recorded until adjustment has been received
oy CONTRACTOR from manufacturers or their agents

5. Transportation and Employee Relocation Costs :

A4)

C)

Transportation of equipment, materials and supplies

necessary for the conduct of CONTRACTOR’s
activities.

Business Travel and Transportation expenses to the ex-
tent 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 the
CONTRACTOR’s business.

Employces transportation and relocation costs for

National emplovees to the extent covered by established
policies.

6. Services

(a) Outside Services.

&

The costs of contracts for consultants, services and
utilities procured from third parties.

(b) Cost of services performed by EGPC or by CONTRAC-

TOR or their Affiliated Companies in facilities inside
or outside the A.R.E. regular, recurring, routine services,.
such as interpreting magnetic tapes and/or other analy-
ses, shall be performed and charged by EGPC andjor
CONTRACTOR or their Affiliated Companies at an
agreed contracted price. Major projects involving engi-
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neering and design services shall be performed by EGPC
and/or CONTRACTOR or tneir Affiliated Companies
at a negotiated contract amount.

(¢} Use of EGPC's or CONTRACTOR s or their Affiliated
Companies wholly owned eauipment shall be charged
1t 4 reptal rate commensurate with the cost of owner-
ship and operation, but not in excess of competitive rates
currently prevailing in the A.R.E.

(d) CONTRACTOR’s and its Affitiated Compantes’ rates
<hall not include any administrative or overhead costs

other than what is mentioned In Article 11, 11 b.

7. Damages and Losses

All costs or expenses necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any
other cause not controllable by CONTRACTOR or Operating
Company through the exercise of reasopable diligence. CONT-
RACTOR or Operating Company shal furnish EGPC and
CONTRACTOR written notice of damages or losses incurred
in excess of ten thousand (10,000) U.5. Dollars per occurrence,
as soon as practicable after report of the same has been received

by CONTRACTOR or Operating Company.

8. Insurance and Claims

The cost of any nublic liability, property', damage and other
insurance against liabilities of CONTRACTOR, Operating
Company andjor the parties or any of them to their employees
and/or outsiders as may be required by the laws, rules and re
sulations of the GOVERNMENT or as the parties may agree
upon. The proceeds of any such insurance or claim collected
shall be credited against operations.
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If no insurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRACIOR or
Operating Company in settlement of any and all losses, claims,
damages, judgements and any other expenses, including legal

Services.

9. Indirect Expenses

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expenses of field
supervisory personnel, field clerks, assistants, and other general
employees indirectly serving the Area.

10. Legal Expenses

All costs and expenses of litigation, or legal services other-
“wise necessary or expedient for the protection of the Area in-
cluding attorney’s fees and expenses as hereinafter provided,
together with all judgements obtained against the parties or any
of them on account of the operations under the Agreement, and
“actual expenses incurred by any party or parties hereto in securing
evidence for the purpose of defending against any action or claim
prosecuted or urged against the operations or the subject matter
of the Agreement. In the event actions or claims affecting the
;lnterests hereunder shall be handled by the legal staff of one or
more of the parties hereto, a charge commensurate with cost of
providing and f urnishin g such services may be made to operations.

I1. Administrative Overhead and General Kxpenses

(a) While CONTRACTOR is conducting Exploration acti-
vities, cost of staffing and maintaining CONTRACTORs
head office in the A.R.E., and/or other offices establi-
shed in the A.R.E. as appropriate, other than field offices
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which will be charged as provided in Article Il, para-

graph 9 above, and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and

directly serving in the Area, which will be charged as
provided in Article II, paragraph 2 above.

(b) CONTRACTOR’s administrative overhead outside the
A.R.E. applicable to the A.R.E. Exploration operation
which will be charged each month at the rate of five
percent (5%) of total Exploration expenditures while
CONTRACTOR i1s conducting Exploration activities. Ad-
ministrative overhead outside A.R.E. will not be charged
while Operating Company is conducting Exploration
activities. No other direct charges as such for CONT-
RACTOR’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 hereunder due to activities under
the Agreement and covered by said percentage are :

I. Executive - Time of executive officers.

2. 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, controllers

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 II.
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(¢c) While Operating Company is conducting activities,
Operating Company’s personnel engaged in general
clerical and office work, supervisors and officers whose
time is generally spent in the main office and not the
field and all employees generally considered as general,
and administrative and not charged to other types of
expense will be charged to operations. Such expenses
shall be allocated each month between Exploration and
Development operations according to sound and
practicable accounting methods.

12. Taxes

All taxes, duties or levies paid in the A.R.E. by CONTRAC-
TOR or Operating Company with respect to this Agreement
other than those covered by paragraph (f) (1) of Article T1I of
the Agreement.

13.  Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the
Agreement and incurred exclusively in the A.R.E. after Operating
Company is formed. No sales expenses incurred outside
or inside the A.R.E. may be recovered as a cost.

14. Other Expenditures

- Any costs, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of this

Article I1, incurred by CONTRACTOR or Operating Cémpany
under approved work Programs and Budgets.

ARTICLE III
INVENTORIES

1. Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and
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CONTRACTOR 1inventories shall be taken by Operating Com-
pany of the operations materiais, which shall include all such
material, phvwal asscts and construction prc*efh Wrilten
notice of intention to tale invontory shall be g ven bv Operating
Company to BEGPC and COMRACTOR ai least thirty (30)
days before anv insentory it fo “ezin so that LGPC and CONT-
RACTOR may be represerted when any imventery s taken.
Failure of EGPC andjor CONTRACTOX to bte represented at
an inventory shall bind then to accept the mwntm v taken by
Operating Compdny., who shall in that event furnish the party
not represented with a copy thereof.

2. Reconciliation and Adjusiment of Inventories

Reconciliation of inventory shail be made by CONTRACTOR
and EGPC, arnd a iist of overaves and shortages shail Le Jointly
determined ;v Operating Tonipany and CONTRACTOR and

EQPC, anfi. the nventory ﬁ-.tiju‘:&md oy Operating Company.

ARTICLE 1V
COST RECOVERY
i. Statements of Recovery of Costs of Cost Recovery Crude
G |

CONTRACTOR shall, pursuant to Article VII of this Agree-
ment, render to EGPC as promptly as practicable, but not later
than eight (8) days after receipt from Operating Company the
Statements for Development and Exploration Activity for the
Calender Quarter, a statement for that Quarter showing :

(1) Recoverable costs carried from the previous quarter
if any.

(i) Recoverable costs incurred and patd during the quarter.

(1) Total recoverable costs for the quarter (1) and (1),
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(iv) Value of Cost Recovery Crude Otil taken and separa-
tely disposed of by CONTRACTOR for the quarter, as per
Article VII.

(v) Amount of costs recovered for the guarter.

(vi) Amount of recoverable costs carried into the suc-
ceeding quarter, 1f any.

~ (vii) Excess, if any, of the value of Cost Recovery Crude
Oil taken and separately disposed of by CONTRACTOR
over costs recoverted for the guarter.

2. Payments

If such statement shows as provided in Article IV. 1. iv, an
amount due EGPC, payment of that amount shall be made in
U.S. Dollars by CONTRACTOR with the renditicn of such
statement. If CONTRACTOR fails to make any such payment
to EGPC on the date when such payment 1s due, then CONT-
RACTOR shall pay an interest of 2.59% higher than the London
Interbank Borrowing Offered Rate (LIBOR) for 90-day U.S.
Dollar deposits prevailing on the date such interest is calculated.
Such interest pavment shall not be recoverable.

3. Settlement of Excess Cost Recovery Crude Oil

EGPC having the right to take its entitlement of excess Cost
Recovery Crude Oil under Article VII sub-paragraph (a) of the
Agreement, in kind during the said Quarter, a settlement shall
be required with the rendition of such statements in case CON-

TRACTOR has taken more than its own entitlement of such

EXCESS.,
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4.  Audit Right

EGPC shall have a period of twelve {i2) months from receipt.
of any statement under this Article I'V in which to audit and raise
Objection to 2ay such statement. EGPC and CONTRACTOR
8hall agrec on any requaired adjusiments. supporting documents
and accounts will be available to EGPC during said twelve (12)

months period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Jbligation Conirol Accounts

CONTRACTOR will estiblish an Zinloration Obligation
Control Azcount aal an oTsetting coatra azcoant to control
therein the total anouat of Exploration Exp:znditures reported
on Statements of Astivity prepared par Article [ 2 a. hereo, fless
any reducttons zgre=d to by EGPC and CONTRATTOR foliow-
ing written exczpiions tiken by a  Noa-Opzrator ibursuant to
Article I 3 a. hereof, in order to determine when mintmum Ex-

ploration Obligations have been met.

2. Cost Recovery Control Accomt

CONTRACTOR will establish a Cost Recovery Control
Account and an offsetting contra ac:011t to control tharein the
amount of cost remaining to be recovared, if any. the amount

of cost recovzered, and thz value of Exz3ss Cost ‘Recovery Crude
O, if any.
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3. Major Accounts

For the purpose of classifying costs, expenses and expendi
tures for cost recovery as well as for the purpose of establishing

when the Exploration Obligation has been met, costs, expenses,
and expenditures shall be recorded in major accounts including

the following :

Exploration Expenditures

Development  Expenditures other than  Operating
Expenses

Operation Expenses ;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR
to the extent necessary for the control of recovery of costs and

tbe t reatment of Cost Recovery Crude Oil.
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