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CONCESSION AGREEMENT
¥YOR PETROLEUM EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAB REPUBLIC OF EGYP

AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION

AND

SEDCO EGPT INC.
IN TIBA AREA

IN THE WESTERN DESERT
OF EGYPT

This Agreement, made and entered into on this twenty fifth day
of August, 1980, by and between the ARAB REPUBLIC OF EGYPT

(hereinafter referred to variously as “A.R.E.” or as the “GOVERN-
MENT”), the EGYPTIAN GENERAL PETROLEUM CORPO-

RATION, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as “EGPG”) and SEDCO EGYPT INC. a

company organized and existing under the laws of the State of Texas,
U.S.A. (hereinafter variously referrer to as “SEDCO” or as “CCON-

TRACTOR?).

WITNESSETH

WHERFAS, Law No. 66 of 1953, as amended, established that

all minerals existing in mines and quarries in A.R.E. including the

territorial waters, are the property of the State; and
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WHEREAS, EGPC has applied for an exclusive concession for
the exploration, development and production of petroleum in and

throughout the Area referred to in Article 11, and described in
Annexes “A” and “B” which are attached hereto and made a part

hereof ; and

WHEREAS, SEDCO agress to undertake ity obligaitons pro-
vided hereinalter as a contractor with respect to the exploration,
development and production of ptorleum in said Area; and

WHEREAS, the GOVERNMENT desires hereby to grant such
coticrssion ) and

WHEREAS, the Minister of Petroleum, pursuant to the pro-
vizions of Law No. B6 of 1956, may enter mto a concession agreement
with ECPC, and with Sedco as a contractor, for the petroleum ope-
rations. m the Area hereinafter referred to.

Now, THEREFORE, the parties hereto agree as follows -

ARTICLE 1
DEFINTTIONS

fa) “Bxploration” shall include such geolcgical, geophysical, aerial
and other surveys as may be contained in the Approved Work
Programs and Budgets, and dniiling of such shot holes, core
hcles, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of petroleum discoveries and other related holes

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

Approved Work Programs and Budgets. The verb “explore”
means the act of conducting exploration. -
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(b)

(d)

(e)

()

“Development” shall include, but not be limited to, all he ope-
rations and activities pursuant to Approved Work Programs
and Budgets under this Agreement.

(i) with respect to the drilling of development wells, and

(1) with respect to design construction, installation, servicing
and maintenance of equipment, lines, systems, facilities,
plants, and related operations, to produce and operate said
wells, to take, save, treat, handle, store, flare, transport and
deliver petroleum for export, for local market and to un-
dertake repressuring, recycling and other secondary recovery

projects.

“Vetroleum” means liquid crude oil of various densities, asphalt,
oas, casinghead gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and
caved from the Area under thjs'ageement, and all substances

that may be extracted therefrom.

“Liquid Crude Oil” or “Crude Oil” means any hydrocarbon
produced from the Area which is in a liquid state at the well
head or lease separator or whioh is extracted from the gas or
casinghead gas in a plant. Such term includes distillate and con-

densate,

“Gas” is natural gas both associated and mon-associated, and
all of its constituent elements produced from any well in the
Area and all non-hydrocarbon substances therin. Said term

shall inalude residue gas.

(42) United States gallons,

“ 1” shall consist of forty-two |
A “barre 0"

liquid measure, corrected to a temperature of sixty degrees
Fahrenheit.
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(g) “Commercial Well’ means the first well on any geological
feature which after testing in accordance with sound and accep-
ted industry production practices, and vetified by EGCP, 1s found
to be capable of producing at the average rate of not less than
three thousand (3000) barrels of oil per day (BOPD).

Th= date of discovery of a “Commercial Well” is the date on
which such well is completed and tested according to the above.

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

(i) The official A.R.E. rate of exchange means the official rate

established by the Central Bank of Egypt on the date of the
currency conversion transaction or calculation concerned, whick

shall be non-discriminatory and of general application to com-
mercial currency conversion transactions and calculations on the

aforesaid date.

(i) “Fifective Date” means the date. on which the text of this
Agreement, legally approved, is signed by the GOVERNM FNT,

EGPC and SEDCO.
(k) “Year” or “Calendar Year” means a period of twetve (12}

months according to the Gregorian Calendar.

(1) “Financial Year” means the Government’s financial year start-
irg on January 1st and ending on December 31st, both dates

being inclusive.

fm) “Tax Year” means the period of twleve (12) months acoord-
ing to the Gregorian Calendar for which tax returns or reports
arc required according to any applicabie income, profits or other
tax law or regulation of the AR.E.

m) Ar “Affiliated Company” means a company :

(i The share capital, conferring majority of votes at stock-

holders’ meetings of such company, of which is owned dire-
ctly or indirectly by a party hereto;
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(i) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ meetings of
a party hereto; or

(i) Whose share capital conferring a majority of votes at stock
holders’ meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of
a party hereto are owned directly or indirectly by the same

company.

For the purposes of foregoing definitions

(i) a company is directly controlled by another company or
companies holding shares carrying in the aggregate the
majority of votes exercisable at general meetings.

(ii) a particular company is indirectly controlled by a company
or companies (hereinafter called “the parent company or
companies”) if a series of companies can be specified, be-
ginning with the parent company or companies and end-
ing with the particular company, so related that each com-
pany of the series, except the parent company or ccmpa-
nies, is directly controlled by one or more of the compani€s

earlier in the series.
o) “SEDCO” or “CONTRACTOR”
© Notwithstanding the above, SEDCO or CONTRACTOR shall
also means the assignee of SEDCO in the event of assignment.

ARTICLE 1II
ANNEXES TO THE AGREEMENT

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

. 1,000,000 indicating the

“B” is 2 map on the scale of 1 |
Annex PTIY described in Annex*

Area covered and affected by this Agreement and
TA®
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Aniiex “(3 1 the form of the Letter of Guarantee to be issued by
the National Bank i FEgypt at the time of signature by the Minis-
ter of Petroleum of this Agreement for the sum of three (3.0) million
U.S. Doilars, guaranteeing the execution of SEDCQO’s minimum ex-
ploration obligations hereunder for the first three (3) years explora-
tion period.  Such guarantee shall remain effective for six (6) months
after the end of the said three (3) year period except as it may be
released prior to that time in acoordance with ths terms thereof.

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

Annex “E” is the Accounting Procedure.

The Amexes “A”, “B”, “C”, “D” and “E” to this agreement
are hereby made parts hereof, and they shall be considered as have
equial force and effect with the provisions of this agreement.

ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and SEDCO as a
ontractor, subject to the terms, covenants and conditions set out in
this Agreement, which insofar as they may contradict any provisions
of Law No. 66 of 1953, as amended, shall have the force of taw, an
exclusive concession in and to the Area described in Arnexes “A”

and “B”.

(@) The GOVERNMENT shall own and be entitled as hereinafter
provided to a royalty in cash or in kind of ten (10) perc~nt of
the total quantity of petroleum produced and saved from the

Area during the development period including renewal. aid
ryalty shall be borne and paid by EGPC and shall not be the
obitgation of the CONTRACTOR. The payment of royal:ies

by EGPC shall not be deemed to result in income distributanle
to the CONTRACTOR. | |
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(b) An initial exploration period of three (3) years shall start from
the Effective Date. Two (2) successive extensions to the nitial
exploration period of two (2) years for the first extension and
three years for the second extension each shall be cranted to
CONTRACTOR at its option upon ninety (90) days writtcn
notice prior to the expiry of the then current period to EGFPC
and subject only to its having fulfilled its obligations hereunder
for the preceding period. The Agreement shall be terminated
if neither Commercial Well nor Commercial Discovery is estab-
lished by the end of the eighth (8th) year of the exploration
period or upon the completion of drilling and testing of any
well actually drilling or testing at the end of the eight (8) year
exploration period, but shall not exceed this period by raore
than six (6) months. The election by EGPG to undertake a
sole risk venture under paragraph (c) immediately hereaiter
shall not extend the exploration period nor affect the tetmina-
tion of this agreement as to CONTRACTOR.

(¢) “Commercial Discovery”. After discovery of a Commervial
Well CONTRACTOR will undertake as part of its exploratiot
program the appraisal of the discovery by the drilling of cne
or more additional wells to determine whether such discovery
is worthy of being develgped commercially, taking into coi-
sideration the recoverable reserves, production, pipeline and
terminal facilities required, estimated crude oil prices, and all
other relevant technical and economic factors.

A commercial discovery may consist of one producing reservois
or a group of producing reservoirs which after apprawsal 1s
worthy of being developed commercially.

CONTRACTOR shall give notice of a commercial discovery
to EGPC immediately after the discovery Is considercd by
CONTRACTOR to be worthy of commercial development
but in no event later than the completion of the third (3rd) ex-
ploration appraisal well, or ten (10) months, following the dat&
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of discovery of the commercial well whichever is carlier ; except
that CONTRACTOR shall alsc have the right to give such

notice of commercial discovery with respect to any reservoir or

reservoirs even if the well or wells thereon are not “Com-
mercial” within the definition of “Commercial Well” if,
I its opimion, a group of reservoirs considered collectively,

could be worthy of commercial development.

Following receipt of such notice EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to mu-
tnally agrecing upon the existence of a commercial discovery,
The date of commercial discovery shall be the date EGPC and
CONTRACTOR mutually agree that a Commercial Discovery

exasts.

If Crude Onl is discovered but is not deemed by CONTRAC-
TOR to be a Commercial Discovery under the above provisions

of this paragraph (c), EGPC shall, one (1) year after the expi-
ration of the period specified above within which CONTRAC.
TOR can give notice of Commercial Discovery, or eighteen
(18) months after the completion of a well not considered
“Commercial Well” have the right, following sixty (60) days
notice m writing to CQNT RACTOR, at its sole cost, risk and
expense, to develop, produce and dispose of all Crude O1il from
the geological feature on which the well has been drilled. Said
notice shall state the specific area coveringsaid geological feature
to be developed, the wells to be drilled, the produ(:tltm facilitics

to be installed and EGFC’s estimated cost thereof. Within
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thirty (30) days after receipt of said notice CONTRACTGR
may, in writing, elect to develop such area as provided for in
the case of commercial discovery hereunder. In such event all

terms of this agreement shall continue to apply to the specified

arca.

If CONTRACTOR elects not to develop such area, the speci-
fic area covering said geological feature shall be set asid= for
sole risk operations by EGPC. In the event Operating Com-
pany (defined in Article VI below) has come into existence
EGPQC shall be entitled to have Operating Company pertorm
such operations for it at EGPC’s sole cost, risk and expenses.
When EGPC has recovered from the crude oil produced frem
such specific area a quantity of crude oil equal in value to three
hundred (300) percent of the costs it has incurred contractor
shall have the option, cnly in the event there has been a separatc
Commercial Discovery to share in further development and pro-
duction of that specific area upon paying EGPC one hundred
(100) percent of such costs incurred by EGPC. Such one husnd-
red (100) percent payment shall be recovered by Contractor
from cost recovery crude oil in the normal manner {or the
recovery of expenses. Immed:ately following such payment ihe
specific area shall either (i) revert to the status of an ordinarv
development lease under this agreement and thereafter shall be
operated n accordance with the terms hereof; or (ii) alterna-
tively, in the event that at such time EGPC or its affiliated

company 1s conducting all development operations in the aréxat”
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its sole expense and EGPC elects to continue operating  the
area <hall remain set aside and contractor shall only be entitled

to its production sharing percentage of crude oil as sp-aihed
tn Arvicie VII (b) below provided always that contractor is
allowed to recover the one hundred (100) percent pavment

mentioned above from cost recovery crude oil in the normal

manner set forth in Article VII. The sole risk crude oil*shal:
be valued in the manner provided in paragraph {c) of Article
VII. In the event of any termination of this agrcemerit undce
the provisions of paragraph (b) above this agreement shall
however continue to apply to EGPC’s operation of any sole risk
venture hereunder although such agreement shall have been

terminated with respect to contractor pursuant to the Provisions

of said paragraph (b} above.

(d) The development period of any development lease shall be
twenty (20 years from the date of commercial discovery which
relates to such development lease. This period may be renfwed
for an additional period of ten (10) years at the optior ol ~on-
tractor upon six (6) months prior written notice to FCPC.
Following a commercial discovery the extent of the whol= arca
capable of production to be covered by development lease or
leases shall be mutually agreed upon by EGPC and CONT-
RACTOR and be subject to the approval of the Minister.
Such area sha'l then be converted automatically inte a deve-
lompent lease or leases without the issuance of any additicnal
lega! instrument or permission. Development ouerations there-
after shall be started promptly by the cperating cora-
oany (defined in Article VI below) and upless ECPCT
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and Contractor agree otherwise at least one (1) drilling
rig shall be used continuously until mn accordance with good oi]
field practices and accepted petroleum engineer:ng principles
the field is considered to be fully developed. In the event that
no commercial production of petroleum is established in any
one of the blocks in which a commercial discovery 31s made
within three and one half (3'%4) years from the date of commer-
cial discovery such block shall be surrendered.

(¢) Contractor shall bear and pay all the costs and expenses requi-
red In carrying out all the operations under this agreement but
such costs and expenses shall not include interest on in-
vestment and contractor shall look only to the petroleum on
which it is entitled under this agreement to recover sucin COsts
and expenses. Such costs and expenses shall be recoverable as
provided in Article VII. During the term of this Agreement
and its renewal the total production achieved in the conduct of
such operations shall be divided between EGPC and CONT-
RACTOR in accordance with the provisions of Article VII.

(/) (1) Contractor shall be subject to the laws in force from tirne
to time of the A.R.E. and the political subdivisions theteot
which impose taxes on or measured by income or profits,
including those laws imposing the commercial and mdus-
trial profits tax, municipal tax, defense tax, and national

security tax on income and dividends paid with respecr to
shareholders (hereinafter referred to as A.R.E. 1ncora¢

Taxes), and, except as otherwise provided in the agreement,
shall comply with the requirements of such laws with
respect to the filing of returns, the assessement, of tax, and
the keeping for review by authorized persons of books.and.
records. For these purposes, any A.R.E. income Taxes fof



Ao L adp Vo G () 28 A M) e U 5

Loy o dy o 4l JolAll genlas g wim B s (poper)
LAY @ saadl ol @ 1 e N e Jotiy o Jalall i
Ao BT s @ bslaw e 36N ods 3 85, 1 an L)
s L poper B S Jalll Lo 5l

e 950 sal ) ol 7 € (\) — 3 8 adll Gl u&siﬁ‘.i)'_g (r)
Ll o o 51 SL5 G Bl ol Sl g5 g g
Pl e

Sl g1l e JalEll lalotin A SUY oo
{(0)3(1) o5 ADY sy Jolll ate Joao T pll o ) 8
wldl 5L

2 sl

ooh> 2t & s Il LSt I by pably IS (1)
}Eau‘sju‘w(i);ﬁ‘%ﬁhﬂ[ulé .

AW ALt 5L e () (1) 5 A 3 Baadl Ll ()
E.;_g- 4 5‘"‘1 Le UHFHL_.-.@YL n.'ﬁ_,a'.q.! LE:B L!.fj..::l:_, J_,\Ell
...1..1[....3! ;JU‘C,J (Y)(");._&Jﬂ} aJu.“
s St
e ((poper ) d DRl o a0l 1S sl il ¥

J}Gl] (.il'p Crric (3 dame ] J:'..UI ij.é t.:g." J.a’l‘-:'- ('1")
L lele Juam (A ALY 0 ol oo G5 Loy Leasi
ST oW Lo JE SYLaWE LBl s 1 5 (1)

Bia

(\;)&_;sz._g,g G sl o poper G ol S pds o

0



Y4 MAeie g e do) b YA = ol e )

2)

(3)

)

which Contractor’s shareholders may be liable shail be
deemed to be a tax levied against Contractor. EGPC's

share of the Crude Qil determined under Arti-le VII 1n-

cludes an amount equal in value to all of Contractor’s
A.R.E. Income Taxes.

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

(i) The total of the sums received by CONTRATTOR
from the sale or other disposition of all Grude Ol
acquired by CONTRACTOR pursuant to Article V11,

paragraph (a) and (b}-

- LESS

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

(b) The value, as determined in paragraph (a) 2 of

~Article VII of the Excess Cot Recovery Crude
Oil which may have been taken and spearately

disposed of by CONTRACTOR i1n excess of what
it is entitled to pursuant to Artide VII, sub-

paragraph (a) 2.
PLUS
(i) Anamount equal to CONTRACTOR’s ARE. Incom
Taxes.

FGPC shall assume, pay and discharge, on behalf of CON-

TRACTOR, CONTRACTOR’s AR.E. Income Taxes aPt
of the sums received by EGPC from the sale or other dis-

position of its share of the Crude Oil.

FGPC shall furnish to CONTRACTOR the proper of{ icigl
receipts evidencing the payment of CONTRACTOR

A R.E. Income Taxes, within sixty (60) days following the:
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receipt by EGPG of CONTRACGTOR’s tax declaration for

the preceding tax year. Such receipts shall be issued by
the proper tax authorities and shall state the amount Mj

other particulars customary for such receipts.

(g) In calculating its A.R.E. Income Taxes, EGPC shall he entitled
to deduct royalties paid by EGPC to the GOVERNMENT and

the A.RE. Income Taxes of CONTRACTOR paid by EGPC
on CONTRACTOR’s behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DUKING
EXPLORATION PERIOD

(a) CONTRAGTOR shall commence exploration operations here-
under not later than six (6} months after the effective date. Not
later than the end of the twenty fourth (24th) month >fter the
effective date CONTRACTOR shall start exploraticn drilling
. the Area. EGPC shall make availble for CONTRACTOR’s

1se all seismic and other exploration data in EGPC’s possession

with respeot to said Area.

(b) The initial exploration period shall be a period of threx (3) years.

CONTRACTOR may extend this exploration period for two (2)

sddirional periods of two (2) years for the first extension and

thiee (3) years for the second extension each upon Linety (90}
days prior written notice to EGPC subject to its expenditure of
its minimum exploration obligations for each such period.

CONTRACTOR Shf:.lﬂ spend a minimum of three (30) million
U.S. Dollars on exploration operations and activities related
threto, which shall include the drilling of one (1) well dEr_ing
the initial three (3) year exploration period. In the first addi~:
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ticnal two (2) year explorauon pericd that CONTRACTOR
eleots beyond the imwtial exploration period, CONTRACTOR
shall spend a minimum of three (3) million U.S. Doliars and in
the second additional three (3) year exploration perioa that
CONTRACTOR elects to extend beyond the imtial exploranon
period CONTRACTOR shall spend a minimum of six (6.0) oul-
lion U.S. Dollars.

If CONTRACTOR should spend more than the rminimun
amount required to be expended during the initial three {3) year

exploration period or during any period thereafter, the excess
may be subtracted from the minimum amount of money required
to be expended by CONTRACTOR during any succeeding ex-
ploration period or periods as the case may be.

In case CONTRACTOR swrenders its exploration oblizations
1 this Agreement as set forth above before or at the end of the
third {3rd) year of the initial exploration period, having expend-
ed less than the total sumof three (3.0) million U.S. Dollars on
exploration, or in the event atthe end of the third (3rd) year
CONTRACTOR has expended less than said sum in the Area an
amount equal to the difference between the said threé (3.0)
million U.S. Dollars and the amount actually spent on explora-
tion activities shall be paid by CONTRACTOR to EGPC at
the time of surrendering or within three (3) months from the end
of the third (3rd) year of the initial exploration period as the case
may be. Any expenditure deficiency by CONTRACTOR. with
respect to the second {2nd) or third (3rd) exploration period as
the case may be for the reasons just noted shall, similarly, result
in a payment by GONTACTOR to EGPC of such deficiency.

- ......_--q-i'r [ %

Provided this Agreement is still in force as to CONTACTOR,
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CONTRACTOR shall be entitled to recover any such payments
as exploration expenditure in the manner provided for vnder
Arteile VII in the event of development of commercial produc-
tion. In case no Commercial Discovery is established by the
end of the eight (8) year, or in case CONTRACTOR surrenders
its expioration obligations under this Agreement price to this
time, EGPC will not bear any of aforesaid expenses spent try
CONTRACTOR.

{¢) At least three (3) months prior to the beginning of each year or
at such other times as otherwise mutually agreed to by EGPC

and CONTRACTOR, CONTRACTOR shall prepare an Ex-
ploration Werk' Program and Budget for the Area setting forth
the Exploration operations which CONTRACTOR proposes to
carry out during the ensuing year. During any Exploration
period such Work Program and budgets shall be in the aggregate
at least sufficient to satisfy CONTRACTOR’s minimum ex-

penditure obligation for such period, taking into account any
aredits for excess expenditures by CONTRACGTOR in prior ex-

ploration periods.

The exploration work program and budget shall be reviewed by
a jomt committee to be established by EGPC and CONTRA-

CTOR after the Effective Date of this Agreement. This com-
mittee heremnafter referred to as the “Exploration Advisory
Coemmittee”, shall consist of six (6) members, three (3) of whom
shall be appointed by EGPC and three (3) by CONTRACTOR.
The Chairman of the Exploration Advisory Committee shall be
designated by EGPC from among the members appointed by it.
The Fxploration Advisory Committee shall review and give
such advice as it deems appropriate with respect to the proposed
Work Program and Budget. The following review by the Ex-
ploration Advisory Committee, CONTRACTOR shalli make

such revisions as CONTRACTOR deems appropriate and sub-
mit the Exploration Work Program and Budget to EGPC for

its approval.
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Following such approval, it is further agreed that :

1)  CONTRACTOR shall not substantially revise or modify
caid Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC.

(1) In the event of emergencies involving danger of loss of lives
or propety, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all res-
pects as cxploration expenditures and shall be recovered
pursuant to the provisions of Article VIT hereof.

2} CONTRACTOR shall advance all necessary funds for all ma-
tersals, equipment, supplies, personnel, administration and
aperations pursuant to the Exploration Work Program and Bud-
get aud EGPG shall not be responsible to bear or repay any
of the aforesaid costs,

€} CGONITRACTOR shall be responsible for the preparation and
performance of Exploration Work Program which shall he un-
plemented in a workman-like manner and consistent with eond
mndustry praotices. |

Er cept as is appropriate for specialized studies such as the pro-
cessing of data and laboratory studies, to be made in specializ-
ed cenwres outside the A.R.E. all geological and geophysical
studies and any other studies related to the performance of this

Agreement, shall be made in the AR.E.

CONTRACTOR shall entrust the management of exploration
operations in the A.R.E. to its technically comptent genecal
manger and Assistant Manager. The names of such Manager
end assistant Manager shall, upen 2ppointment he forthwith

‘-I-FI..IU«I-I-‘M‘ 4 W | .,._J b v - —
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notified to the GOVERNMENT and to EGPC. The Manager
and, in his absence, the Assistant Manager, shall be entrusted by
CONTRACTOR with sufficient powers to carry out immedia-
tely and comply with all lawful written directions given to them
by the GOVERNMENT or its representative under the terms of
this Agreement or lawful regulations issued or hereafter to be
issued which are applicable hereunder.

CONTRACTOR shall supply EGPCG within thirty (30) days
from the end of each Calendar Quarter withi a Staterient of
exploration Aotivity showing costs incurred by CONTRAC-
TOE. during such Quarter. CGONTRACTOR’s records and
necessary supporting documents shall be available for inspection
by EGPC at any time during regular working hours for threc
(3) months from the date of receiving each statement.

Within the three (3) months from the date of receiving such

~ Statement, EGPC shall advise CONTRACTOR in writing if it

considess ¢
(i)  that the record of costs is not correct, or

(if) that the costs of goods or services supplies are not in line
with the international! market prices for goods or services
of similar quality supplied on similar terms prevaiing at
the time such goods or services were supplied, provided,
however, that purchases made and services performed with-

in A.R.E. shall be subject to Article XXV, or

(iti) that the condition of the materials furnished by CONTRA-
GTOR does not tally with their prices, or

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

CONTRACTOR shall confer with EGPG in connection with

the problem thus presented, and parties shall atetmpt to raech

2 settlement which is mutually satisfactory.  1f within the ﬁm‘jﬁ"
Lrait of the three (3) months period provided for in this parag-
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raph, EGPC has not advised CONTRACTOR of its objection

i0 any Statement, such Statement shall be considered as appro-
ved

{g) CONTRACTOR shall supply all funds necessary for its opera-
tions in A.R.E. under this Agreement in freely convertille cur-
rency from abroad. CONTRACTOR shall have the right 2
buy rgptian currency whenever required and the convers:ou
shall he made at Egyptian Banks in the A.R.E. acoording to the
official AR.E. rate of exchange.

ARTICLE V
MANDATORY AND VOT.UNTARY RELINQUISHMENTS

MANDATORY

At the end of the third (3xrd) vear after the Effective Date here-
of, CONTRACTOR shall relinquish to the GOVERNMENT 3 total
of twenty five {(25) percent of the original Arca not then converted
to a development lease or leases

At the end of the fifth (5th) year after the Effective Date hereof,
CONTRACTOR shall relinquish an additional twenty five (25)
percent of the original Area not then converted to a developraent
lease or leases.

At the end of the total elxploration period, CONTRACTOR
shall relinquish the remainder of the original Area not then converted

to a development lease or leases.

VOLUNTARY

CONTRACTOR may voluntarily during any period relinquish
all or any part of the Area provided that at the time of such volun-
tary relinguishment its financial obligations for exploration ¢xpen-
ditures under Article IV paragraph (h) have been satisfied for-such

period.
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Any relinquishments hereunder shall be credifed toward the
mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPG and CONTRACTOR
shall mutually agrec upon any Area to be relinquished thereafter,
except for the relinquishment provided for above at the end of the
total exploration period.

ARTICLE VI
OPFRATIONS AFTER COMMERCIAL DISCOVERY

i@} On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be called
TIBA PETROLEUM COMPANY, hereinafter referred to as
Operating Company shall be subject to the laws and regulations
- force in the A.R.E. to the extent that such laws and regulat-
sons are not inconsistent with -the provisions of this Agreement
or the Charter of Operating Company, however, Operating
Company shall, for the purposes of this Agreement, be exempted
from the following laws and regulations as now or hereafter

~mended or substituted :

__ Law No. 26 of 1954 concerning certain provisions on joint
stock companies, partnership and limited liability compa-

nies, as amended.

_. Law No. 141 of 1963 on Representation of Employee and
Warkers on the Boards of Companies;

— Taw No 60 of 1971 on Puglic Institutions, and

—  Law No. 97 of 1976 orgamsing dealings in the foreign cur-
rencies;
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— Law No. 48 of 1978 on the Staff Regulations of Public
(Companies.

— FPresidential Decree No. 1868 of 1974 resiricting scine con-
tracts of work of the Government to Public Insitnricns
znd Corporations and Public Sector Units

(6 The Charter of Operating Comupany is hereto attached as
Annex “D” within thirty (30) days after the date of Commercial
Discovery, the Charter shall take effect and Operating Company
shall automatically come into existence, without any further

proredures.

{c) Ninetv (90) days after the date Operating Company comes iito
existence in accordance with paragraph (b) above, it shall
prepare a2 development Work Program and Budget for the re-
mainder of the yvear in which the Commercial Discovery is made;

and, not later than the twentieth {20th) of September of sai
year (or such other date as may be agreed upon) and the twen-
tieth (20th) of September of each year thereafter operating
Company shall prepare an annual Preduction Schedule, Waori
Program and Bubget for the succeeding year. ‘The Produrtion
Schedule Work Program and Budget shall b~ submitted to the

Board of Directors for approval.

(d) Not later than the twentieth (20th) day of each month, Ope-
rating Company shall furnish to CONTRACTOR a wrtwen
ectimate of its total cash requirements for expenditure for ﬂfc
firet half and the second half of the succeeding month expreseed
- U.S. Dollars, having regard *o the approved budget. Sach
ectimate shall take into consideration any cash expected to be O

hand at month end.

Payment for the appropriate period of each mmﬂ:x “Sh?.“
he made to the correspondent bank designated paragrapi ()

=
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relow on the first (1st) day and fifteenth (15th) day respectively;
:::)11" the next following businrss day, if such day is not 2 businﬁs:
ay.

Operating Company is authorized w© keep at its own disposal
abroad in an account opened with a correspondent bank of the
National Bank of Egypt, the foreign funds advanced by (CCON-
TRACTOR. Withdrawals from said account shall be used for
payment of goods and services acquired abroad and for trans-
ferring to a local bank in the A.R.E. the required amounts to
meet expenditures in Egyptian Pounds, for Operating Compaity
‘1 connection with its activities under this Agreement.

Within thirty (30) days after the end of each Finan-iai

Year, Operating Company shall submit to the appropriate €x-
change control authorities in the AR.E. a statement, duly cer-

tificct by a recognized firm of auditors, showing the funds cre-
dited to that account, the disbursements made out of the accouut
and the balance outstanding at the end of the year.

ARTICLE VI1

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

{a) Cost Recovery Crude Oil

Subject to the auditing provisiors under tHis Agreement, CON-

TRACTOR shall recover all costs and expenses in respect of

211 the exploration, development and related operations under

this Agreement to the extent and out of thirty (3) percent of

a1l Crude Oil produced and saved from all development 1€ascs

Lereunder and not used petroleum operatlons. Such Crude

O is hereinafter referred to as «“Cost Recovery Crude Oit”.
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ouch costs and cxpenses shall be recovered from the Cosr Re-

covery Crude Oil in the following manncr

(2)

(&)

All Opcrating Expenses incurred and paid after aarial
Commercial Production, which for the purpeses of s
Agreemen: shall mean the datc on which the first (Ist)
regular shipment is made shall be recoverable as from the
time that Cost Recovery Crude O1l becomes available.

Exploration Expenditures, including those accumulated
prior to the commencement of Initial Commercal Fro-
duction, shall be recoverable at the rate of twenty teve {(23)

. percent per annum as allocated quarterly as from the time

that Cost Recewvery Crude Oif becomes avaitable.

(i) Development Expenditures, including those accomularted

prior to the commencement of Initial Commercial Produc-
tion, shall be recowerable at the rate of twenty five {25
percent per annum as allocated quarterly as from the time
that Cost Recovery Crude Oil becomes available.

(iv) To the extent that, in a quarter, costs eXpenscs or cXpen-

ditures recoverable per paragraphs (1), (1) and (iit}, prece-
ding exceed the value of all Cost Recovery Crude Oit for
such quarter, tire excess shafl be carried forward for reco-
very in the next sueceeding quarter or quarters amtt Fedly
recovered, bt in no case after the termination of thw Aoryi-

ement.

1

For the purposc of determining the classification of il
costs expenses and expenditures for their recovery, the

following teyms shall apply,
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(1; “Exploration Expenditures” shali mean all ssts ai]

€xpenses tor exploration operations.

(2 “Development Expenditures” shall mean all costs and

expenses for development operations with the excep-
tion of “Operating Expenses”.

(3) “Operating Expenses” shall mean all COsts, expenses
and expenditures made after Initial Commercizl Pro-
duction, which costs, expenses and expenditures are

not normally depreciable.

4! CONTRACTOR shall each quarter take and zepa-
rately dispose of Cost Recovery Crude O prod:iced

m accordance with paragranh (2) of this Article VIT.

t o> the extent that the value of the Cost Recovery Crud= Oil
(as determined in paragraph (c) below) exceeds the actual reco-
verable costs and expenditures, mcluding any casry forward

from paragraph {a) (1) (tv) above, then EGPC shall be entitled

to all the excess Cost Recovery Crude Oil as follows -

/5% w kind

259 in  cash
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() Production Sharing

1 — With respect to each Quarter the remaining scventy {#0)
percent of the Crude Oil in such Quarter shail Lr tnken
and disposed of separately by EGPC and CONTRAC-
TOR n the following proportions

i e L —

—— b —— T R e A, | —— e - iy RSl — "

Share

— —— | R A A — — R ———— e A A — rrw——

With respect 0 the Production Seventy five' Twenty five (25
segment up tn 50,000 BOPD (75) peroent{ percent
(Quarterlv average) ’_-
With respect to the Production ! Eighty ETwenty (20"
segment up > 100,000 BOPD : (80) percent. percent
1Quarteriy average) 5- f

With respect to the Production | Eighty two  Seventeen and onc
segment vp to 200,000 BOPD ;and one : half (17.5) percent
(Quarte1lv average) ' half (82.5)

! i:.ﬂrcm{ '

| |
With respect to all production | Eighty five | Fifteen (15
above twio hundred thousand  {/85) percent| percent
(200,000 BOPD |

(Quarterlv average)
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Por purposes of dutormining the vaiue ot the qa;iutir?’ O
Cost Recovery Crude Ojl o which CONTRACTOR
entiticd hereunder during each Calender Semcster, the
wewst:fed average price realized m freely converobie o
rency from F.O.B. point of export saiss to non -Affiliatec
Comnpanies during such Semester under all Crude Onl sale:

Contracts. currently in effect by either EGPC on the one

hand or CONTRACTOR on the other hand, {but exclu-
ding Crude Qil spot sales not consistent with prevailing
market prices for similar Crude Oil and alse excluding

saies. mvolving barter) whichever 1s higher shall be used

It 15 understood that i the case of C.1.F. sales, appropriate

deductions shall be made for transport ansd msurance

charges to calculate the F.O.B. pomt of export price.

[f during any Calendar Semester there are no such saies
v EGPC oxr CONT R&CTOR under Crude Oil Sules Con-

tracts currently in effzct, EGPU and CUNTRACTOTR shs

meet and mutually agree apon the price of Crud= {)11 (e
be used in determining the value mentioned ip sub-parac:
raph (¢} (1} above. Pending such mutual agreement (he
price used shall be the last price determined pursnant ¢
sub-paragraph (c) (1), or under this sub-paragraph (¢} (<;
whichever is later. and appropriate adjustmetz will be
made thereto after determination of mutuzily agrced price
by EGPC and CONTRACTOR.

ay ({‘.Pﬂ

days prior to the beginning of <ach Calender Semesicr fGios
widy reevlar production) and furnish in writing to COMNT-
RACTOR 2nd EGPC a forecast setting out the total quantity
of Petroleum that Operating Company estimates can be pro-
duced, saved and trasported hereunder during such Caiende:
Semester in accordance with good oif industry practices. Op#-
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ratiig Company shall endeavour to produce each Calendar

Semester the forecast quantity. The Grude Oil sha'l be mm to

storage tanks constructed, maintained and operated accordng
to GOVERNMENT regulations, by Opecrating Company m
which said Crude Oil shall be metered or otherwise measured

for yovalty. and the other purposes required by this Azreement.

CONTRACTOR shall have the right and the obhgation to
scparately take and export currently all of the Crude Ol to
which it is entitled as is determined n accordance with para-
graphs (a) and (b) of this article. Subeject to payment of sums
due EGPC under Article IX, CONTRACTOR shall have the

right to retamn abroad all funds acquired by it abroad including
the pmteeds from the sale of its share of Crude Oil exported.

ARTICLE VIII
TITLE TO ASSETS

() EGPC shafll become the owner of all Assets acquired and owrred

by CONTRA CTOR in connection with the cperations carried
out by CONTRACTOR or Operating Company in accordamne

with the followmg

(1} Land shall béCEJmE‘. the property of EGPC as scon as it 18

purch ase:?l -

(2) Title to fixed and movable Assets shall be transferred aute-
matically from Contractm' to EGP( either :

{a}t at the time this Agreement is terminated and Cont-
- ractor has not disposed of such’ Assets prior to such
__ termmatlon

or
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(b) at the time the full costs of the Asset in GUES et oy e
been recovered by Coatractor out of Cox R ecoen
Crude Oil whichever occurs first

It heing understood that if and as long as only part o
the costs has been recovered title shall only transfer pa-
tally to EGPC, such part to be commensurate with

the part of the costs so recovered.

The Book valuc of the Assets created during cach Ca-
lendar year shall be communicated by Contractor to
EGPC or by Operating Company to EGPC and Con-
tractor within thirty (30) days of the end of each

Quarter.
b) During the term of this Agreement and the renewal period Con-
tractor and Operating Company are entitled to the full use with-
out paymeut in the Agreement Area, and any other area in W
Desert approved by EGPC of all fixed and movable Assets.
Thereafter (and notwithstanding termination of this Agreement]
Contractor may have the full use without payment of such As-
sets in another contract area subject to EGPC’s zpproval. which

shall not unreasonably be wihtheld. However proper acoounting
adjustment shall be made. Aay fixed and movable Assets used

by Contractor or Operating Company in accordance with the
above shall not be disposed of by EGPG or Contractor except
with agreement of the other.

If and for as long during the period of production operatior.s
there exists a genuine excess capacity in facilities which can::
during the period of such excess be used by the operating corm-
pany. the Contraator will consult with EGPC to find a mudualls
agreed formula whereby EGPC may use the excess capacity i

% so desires without any Financial, Operational or other dis-
edvantage to the Contractor.



b

oy - "——

( U B S S & )

3 C:;_,? omray ‘L_..._:S:JJA:)“ sl ;..JEYJH C_;l)'y_g.} e J")}_,.)
¢ ;}‘.LJ....H ti)\i“

LS50 o Yaa ((Nesenes ) Oade fa g N JSE 5 (o)
c 6l GLEST o st e A Y Szl Y

NSy Sy ( Tesoeee ) S ke CL‘ el Jyll Cg‘kf. (‘:")
Sgie O 0B bdie U1 dalS A LY Sl SbLY )
{0eeen ) 1| ECPNUPESRV - P PN | E‘_L—:’w Sare
o g EL:H r_,gi(h)gg)lfcg-hulcrgld&_j S
oo (€ m¥ojlie LLol W gl LT Jsl il oy
U 251 S 4G LY Suadl DUV OV e Yo
AU go 50 oY e ZBYE £ gems by 0T 0
75 es {re) SN e e ot B does (Nereer )
o (%) L ol L) lala i JoLall mdny s o 41
L a doeS A8 el Bdedl SLY I SV, e (Y
W Suf K5 DoV el p LSV pogeme gt OF s
S a8 Juy (Noeese ) @O s s Thoo e Juaa
e Ul zEleg (re) N s

Z B ST gV Gl 5T o3 it e ol 2ol Joliall 5y Y ()
v LSl o L 5L Lt



TV MR e F(0) el YA L 15

J—,

()

'

(b}

{d)
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ARTICLE IX

SIGNATURE AND PRODUCTION
BONUSES

CONTRACTOR shall pay ta EGPC as a Signature Boaus the
sum of two hundred and ninety five thousand (295,000 U.X.
Dollars on the Effective Date.

CONTRACTOR shall pay to EGPC the sum of one (1.3: mii-
hion ©).S. Dollars upon the date of First Commercial Dliscovery

and ;

Two (2.0) million U.S. Dollars as a Produciion Bonus, when ior
the forst time total average darly production s sustained at a
rate of fifty thousand (50,000) barrels per day for a perrod of
thirty (80) consecutive producing’ days. CONTRACTOR shall
also pay to EGPC the additional sum of four (4.0) million U.S.
Dellars as a Production Bonus when for the first time totak ave-
rags daily production is sustained at the rate of one hundred

thousand (100,000} barrels per day for a period of thirty {30)
consecutive producing days. And CONTRACTOR shall also

pay to EGPC the additional sum of six (6) million U.S. Doltars
as a production bonus when for the first time total average daily

production is sustained at the rat: of one hundred and fifty

thousand barrels per day for a period of thirty (30) consecutive

producing days.

The aforesaid Signature, and production bonnuses shall neither
be recavered ner amortized by CONTRACTOR.



e et 1 e ) YA e Bl 3
T i

(350 el )
Ol ylbas Vb adss D Sy

SNy s O#05 cE e G La 4 2a5es OF Jyuil e s
-»;_,..'Zﬂ‘ s (.5“ :,J....-J By b;:-x_.a

LlS Sk Al b asbay el A a5 01 Jolibh e Com s

5 Ledl 5 yolalt 4yl Wi Olgo- ] GBS e go ldes ladn

= ob g1 NSy LSlsI sdadd ade o pale po L Loy lglion o1 o oKl

G odn 5 G gl Anly 0505 A b i e 51 B A 4
e g 2 b Y

e B Sk 13 loegmas B2kl Al e DY 309 s
3 oJsialt ol Olaim = L a5 i al! o IR % av St Ll

f-f— ti:l .E

O O Lyt a5t =t 351 3 LIt ozl O ylesYig
Y gl JJ’L’ 5\t
= T SOW W L RIPR e e Sl o LT PRV RHLY

B (R FE PR T AW | R R P RS S S

(8.-2c Lolodl 3501 )

5 kel 6409 U it s s B8l

-= '."

s, de W i AY1 IS Ja OF lkeatls LI &A1 e (1)
“J-’J:TH Aze ;;.j. .__,.1_1” acl o J 1..;1‘5 Lile ;;.1...::.: :U_«E—“ _FL-'}-U B
Oldes = (s 6V o o N el oo AR R ]l



- - — v ——

A VAT U Ve do ) @8 YA R - g )l 20

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an Office n A.R.E. at whicn
notices shall be validly served.

The General Manager and Assitsant Manager shall be entrus-
ted by CONTRACTOR with sufficient power to carry out immedia-
tely and comply with all local written directions given to him by the
GOVERNMENT or its representative under the terms of this Agree-

ment or any tawful regulation issued or hereatter to be issued whick
ar. applicable hereunder and not in conflict with this Agreement.

All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are

sent to him bv registered mail to CONTRACTORs office in A.R.E.

Notices under Articl XXI should be made by an official leg:l

NONCE.

All matrers and notices shall be deemed to be validly served
which are left at the officc of the Chairman of EGPC or which are
¢+t to him by registered mail at EGPC’s main Office m Cairo.

ARTICLE X1

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Gompany shall take all proper measurcs, according
to generally accepted methods in use in the oil industry to pre-
vent loss or waste of petroleum ~bove or under the ground 11
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any form during driiling, produciag, gathering and distnbuting
cr storage cperatins. The GUIVERNMENT has the nght to
prevent any Operaion ¢ any el a1t might reasonably x-

pect would result in loss or damage to the well or the Gil held

Upon completion of the dnlling of a productive well, Operating
Company shall inform the GOVERNMENT or 1its reprrsen-
tative of the time when the well wili be tested and the produe-
tion rate ascertained.

Except in instances where multiple producing formations in the
same well can only be produced eccnomically through a singie
tubinb string, Petroleum shall not be produced from multipe.:
oil carrying zones through one string of tubing at the same tun:
except with the orior approval of the GOVERNMENT or it;
l‘f‘pl‘ﬁsmfati\ff:.

!
i

Operating Company shall record data regarding the quantitrer
of Petroleum and water produced monthly from each develep-
ment lease.  Such data shall be sent 10 the GOERNMENT or
1ts representative on the special forms nrovided for that mupose
within thirtv (30} davs after it is obtained. Daily or weekly
statistics regarding the production from the arez shall be avai-
lable at all reasonable times for examimnztion by anthorized re-

presemtatives 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 purposes of protecting Petro-
leum, gas-bearing or fresh water strata.

Any substaintial change of mechanical conditions of the well
after its completion should be subject to the approval of the

representative of the GOVERNMENT.
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ARTICLE X1
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and their con-
tractors and sub-contractors engaged in carrying on operatiogs
under this Agreement shall be permitted to import and shali
be exempted from custom duties, with respect to the impor-
tation of machinery, equipment, vechicles, materials, supplies
consumable items and movable property, when certified by a
responsible representative of EGPC, to be used solely in car-
rying on operations under thus Agreement.

BEach expatniate employee of CONTRACTOR, and Operating
Company and the said contractors and sub-contractors shall be
permitted to import and shall be exempt from all customs duties
with respect to the rcasonable irpportation of household goods,
foodstuffs, consumable items and personal effeots including one
automobile, provided, however, that such properties are impor-
ted 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

GOVERNMENT regulations.

The exemption provided in (a) of this articdle shall not apply
to any imported items, when EGPC considers items of the same,

or substantially the same kind and quality are manufactured
locally and are available for purchase and timely delivery n
the A.R.E. at a price not higher than ten (10) percent more
than the cost of the imported item before oustoms duties, but
after transportation and insurance costs have been added.

Any of the items imported into the A.R.E. either exempt Of

nonexempt from customs duties, taxes or imposts under’ this-
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Article may be exported by the importing party at any time
without the payment of any export duty, or impost

New or used but serviceable material, equipment and gools
resulting from operations hereunder may be sold within the
A.R.E. provided that the purchasers pay the applicable cus~

tcms duties, taxes or imposts, if any, except if sold to EGPC

or an affiliated company of EGPC.

Material, equipment and goods so damaged or used as to be
non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap or junk (any such CON-
TRACTOR’s appraisal being subject to EGPC approval and
any such Operating Company afupmisal being subject to ELP(
and CONTRACTOR approval) may be sold as scrap or junked

without payment of customs duties, taxes or unposts.

In the event of such sale under paragraphs (€) and (f) above
the proceeds from such sales shall be divided in the following

MManrcr.

CONTRACTOR shall be entitled to reimbursement of its
unrecovered cost, if any, in such material or equipment and

the excess, if any, shall be paid to EGPC.

“Customs duties™ as used herein, shall include all duties, taxes
or imnposts (except those charges paid to the GOVERNMENT
for actual services rendered), which are pavable as a result of

the importation of the item or items uncer consideration.
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There shall be no licence required, and CONTRACTOR and

EGPC shall be exempted from any duty, tax, fee or any other
financial impost in respect of the export of Petroleum here-

under,

At a reasonable time prior to the commencement of Com-
meraial Production EGPC and CONTRACTOR shall meet
and agree upon a procedure for scheduling tanker liftings from

the agreed upon point of export.

ARTICLE XIII

BOOKS OF ACCOUNTS - ACCOUNTING AND PAYMENTS

(2)

EGPC, CONTRACUTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of ac-
counts, in accordance with the Accounting Procedure in Annex
“E” and accepted accounting practioes generally used in the Pet-
roleum industry, and such other books and records as may be
necessary to show the work performed under this Agreement, in-
cluding the amount and value of all Petroleum produced and
saved hereunder. CONTRACTOR and Operating Companv
shall keep their books of acoounts and accounting records in Um-
ted States Dollars. Operating Company shall furnish to the
GOVERNMENT or its representative monthly returns showing
the amount of Petroleum produced and saved hereunder. Such
returns shall be prepared in the form required by the GOV-
ERNMENT, or its representative, and shall be signed by the Ge-

neral Manager or by the Assistant Manager or a duly desig-
nated deputy, and delivered to the GOVERNMENT or its
representative within thirty (30) days after the end of the month
covered in the return.
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The atoresaid books of accounts and other books and recoris
referred to above shall be available at all reasonable times for

inspection by duly authorized representatives of the GOVE-
RNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss Sta-
tement for the Calendar Year not later than March 1 of ihe
following year to show its net profit or loss from the P 7. ieum
operations under this Agreement for such year.

CONTRACTOR shall at the same time submit a year end
Balance Sheet for the same Calendar Year to EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare
and at all times while this Agreement is in force, mamtain ac-
curate and current records of its operations in the Area here-

under. CONTRACTOR and/or Operating Company shall
furnish the Government or its representative,in conformity with
applicable regulations or as the GOVERNMENT or 1ts Tepre-
sentative may reasonably require, information and data con-

cerning its operations under this Agreement.

CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portion

of each sample of cores and cuttings taken from drilling wells,

to be disposed of or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERN-
MENT. All samples acquired by CONTRACTOR :ztnd for
Operating Company for its own purposc shall be considered
available for inspection at any reasonable time by the GOVE-~
RNMENT or its representalive.
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Any such samples which CONTRACTOR or Operating
Company has kept for a period of twelve (12) months- without
receipt of mstruciions to forward them to the GOVERNAIENT
or its representative or elsewhere may be disposed of by Cen-
tractor or Operating Company at its discretiomn.

Unless otherwise agreed to by EGPG, in case of exporting aay
rock samples outside A.R.E., samples equivalent in size and
quality shall before such exportation be delivered to EGPC as
representative of the Government.

Orginals of records can only be exported with the permissinn
of EGPC, provided, however, that magnetic tapes and any other
data which must be processed or analysed outside the A.R.E.
may be exported if a monitor or a comparable record is main-
tained in the A.R.E. and provided that such exports shall be
repatriated to AR.E. on the understanding that thev belong
to EGPC. :

During the period Contractor is conduocting the exploration
operations Contractor shall permit EGPC through EGPC’s duly
authorized representative or employee to have full and complee
access to the Area at all reasonable times with the right to ob-
serve the operations being conducted and to imnspect all assets,
records and data kept by Contractor. EGPQCs representative
in exercising its rights under the preceding sentence of this parag-
raph (¢) shall not interfere with Contractor’s operations. Con-
tractor 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 interpretations of such
data and information in Contractor’s possession. All such data
and information shall kept strictly confidential and shall not
be divulged by EGPG except to affiliated companies or by the

| GOVERNMENT without the consent of CONTRACTOR
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while this Agrecment remains in foree. However, for the pu

poses of obiaming new oFfers the GOVERNMENT may show
any other party eeophysical and geological data (the age of
which is not less than one year} with respect 1o the arvea adynt-
cent to the area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

~ccordance with the law towards third parties for any damage
caused by CONTRACTOR’s exploration operations and shall
:ndemnify the GOVERNMENT and/or EGPC against all damages
for which they may be held liable on account of any such aperations.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representative of the GOVERNMENT shall
have access to the Area covered by this Agreement and to operatiuns
conducted thereon. Such representatives may examine the books,
registers and records of EGPC, CONTRACTOR and QOpcrating
Company and make a reasonable number of surveys, drawings and
‘tests for the purpose of enforcing this Agreement. Th-y shall, for
such purposes, be entitled to make reasonable use of the machinerv
and instruments of CONTRA CTOR or Operating Company on the
condition that no danger or impediment to the operations hereunder
¢hall arise directly or indirectly from such use. The GOVERN-
MENT indemnifies and shall reimburse CONTRACTOR or
Operating Company for any loss or damage which may in fact resulf
from any such use of said machinery and instruments.

Such representatives shall be oiven reasonable assistance by the
agents and employees of CONTRACTOR or Operating Company
o that none of their activities shall endanger or hinder the safety
or efficiency of the operations. CONTRACTOR or Operating
Company shall offer such representatives all priviliges an facilities
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accorded to 1ts own employees in the ficld and shall provide them,
free of charge, the use of reasonable ofrice space and of ardequat.ly
furnished housing whele they are in the field for the purpose of
facilitating the objectives of this Article. |

Any and all information obtained by the GOVERNRMILN™ or

its representatives hereunder shall be kept confiedential with respécet
to the Area and shall not be disclosed during the term of th's Agree-
ment without the prior written consent of EGPC and CONTRAC-

TOR.
ARTICLE XVII

EMPLOYMENT RIGHT AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC acd CONTRACTOR that operations
hereunder be conducted 1n a business-like and efficieat manner

1) The expatriate administrative, professional and technical
personnel emploved by CONTRACTOR or Operating
Company and the personnel of its contractors for the con-
duct of the operations hercunder, shall be granted the re-
sidence as provided for in Law No. 89 of 1960 as now amen-
ded and the work permit for aliens as provided for in the
Ministerial Order No. 9 of 1963 as now amended without
Prejudice to the AR.E. laws and regulations relating to

public policy or public security.

2) A minimum of twenty five (25) percent of the combined
salaries and wages of the expatriate administrative,
proffessional and technical personnel employed by CONT-
RACTOR or Operating Company shall be paid in Egyp-
tian Currency. On final repatriation such personnel shall

have the right to remit abroad in U.S. Dollars or other

currencies the unused portion of Egyptian Gurrency in
excess of twenty five (25) percent of such personnel’s salary.
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‘b) CONIRACTOR and Gporawyg Ulangany shail each seiex
its rrapleyees, and deatermine the vamber theref, to be use
for eperations hereunder.

{¢) CONTRACTOR shall, after, consultation with EGPC, prepare
and carry out specitalized trawning pregrams for ad s AR
employees engaged in operations hereurder with respect to app-
licable aspects of the petroleum mndustry.

CONTRACTOR and Operaring Company witl undertake
to repiace graddually their non-executive expatnate staffs by
qualified 1:ationals as they aye available.

(d) During the pericd when CONTRACTOR is conducting £x-
ploration, CONTRACTOR shall give mutually agreed num-

ber of EGPC employee: an opportunity to attend and par-
ticipate in CONTRACTOR and CONTRACTOR s affiliate

training programs relat’ng e exploration and development ope-
rations. ‘

‘2  CONTRACTOR shall during the exploratomn periods and m
consultation with EGPC arrange for specialist training outsicle
the A R.E. of a reasomable numbey of the staff of EGPC.

ARTICLE XVIi]
ILAWS AND REGULATIONS

(¢} CONTRACTOR and Operating Company shall be bound by
Law No. 66 of 1953 excluding Article 37 of this law as amended
Bv Law No. 86 of 1956 and the regulations issued for its per-
formance, and induding the regulations for the safe and ~"1-
cient performance of operations carricd out for the cxecution
of this Agreement and for the conservation of the Petroleum
resources of the A.R.F. provided that no regulation, modtfica-
tion or interpretation thereof shall be contrary to or inconsisteat

with the provisions of this Agreement
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(b) EGPC aud CU:‘J"I* PACTOR shai} L‘H cxetnipted Lom '11? taANGs,

with respect to the extracting, producing, exporong &7 (ran-

sporting of Petroleum hereunder. L,ONTRACTOR ;hall ;z:-;‘aso

be exempted from any tax on capital.

() Therights and vbligations of EGPC ard CONTRACTOR under,
and for the f.,ffu:t.w term of s Avreement shall be governed
by and m accordance with thc provisions of this Agreement

and can only be altered or amended by the mutual agreement
of the said contracting parties.

(d) The contractor and sub-contarctors of CNTRACTOR  and
Operating Company shall be subject to the provisions of this
Agreement which affect them, they shall also be bound by all
regulations which are duly issued by the GOVERNMENT from
time to time, and which are not inconsistent with this Agree-
ment

ARTICLE XTX
RIGHT OF REQUISTION

‘a) In case of national emergency due to war or immunent expec-
tation of war or intermal causes. the GOVERNMENT mavy re-
quisttion all or a part of the production from the Area obtained
hereunder and require Operating Company to increase such
production to the utmost possible maximum. The GOVERN-

MENT may also requisition the oil field itself and, if necessary,

related facilities.

(b) In all the cases, such requisition shall not be effected except

after inviting EGPC and CONTRACTOR or their represei-
tative by registered letter, with acknowledgement of receipt, 10

exrpress themr views with respect to such requisttion.
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The requistion of production shali be effected by Mimstenal
Order. Any requisition of the oil field itself, or any related
facilities shall be effected by a Presidential Decree duly notiticd
to EGPC and CONTRACTOR.

In the event of any requisition as provided above, the GOV -
RNMENT shall indemnify in full EGPC and CONTRACTOE
for the peroid during which the requisition 18 maintained, in-
cluding :

(1) All damages which result from such requisition.

(2) Full payment each month for all Petroleum extracied by
the GOVERNMENT less the rovalty share of such Petro-

leum.

However, any damage resulting from enemy attack 1s not

within the meaning of this paragraph (d). Payment here-

under shall be made to CONTRACTOR in 11.S. Doilars
remittable abroad. The price paid to CONTRACTOR

for Petroleum taken shall be talculated In accordance with

Article VII paragraph (c)

ARTICLE XX
ASSIGNMENT

Neither EGPC nor CONTRACTOR may assign to a persoi,
firm or corporation not party hereto, in whole or in part, any
of its rights, privileges, duties or obligations under this Agrec-
ment without the written consent of the GOVERNMENT.
However, either EGPG or CONTRACTOR shall be free 1
assign its rights. privileges, duties and ohligations under this
Agreement to an-affiliated Comnanv ; and nrovided, further.
that the assignee shall be as quailfied as the assignor with re-
spect to its technical and financial competence. and excenting
assignments to assignees wholly owned by CONTRACTOR.

GOVERNMENT approval to the assienment shall be first
obtained.



\wmuy\ G(w)pb n\:mdl w)uxﬁn

e g T el Y e e — gy -

— e — | — Figrin g - — L L] 1o =, L o wr oy gt g a— iy —, . -

34 yam ol S e Sl JeEl sT gl Col, T b dle
e aSWY sas o e 5, AV @l ol oF Glats ol whjlid
Eﬁfjl.lapcmi_ﬁh)fmﬂ_},gh_.:u”\.{%léa;iub Lo g
b gl @ B e g o Bl gLl las e 4 oK

o bl laa @_,l:,_ggwm PRV

gl 1§ gl ) Tl it a1 e ()
o Ladly YL (g8 b e Sl

Lo e e Je S5 s Lo O e (1)
oin lede 6 ghy I Olagadl SIS b 1 Jjtll ST B
OBL S of OMda e LS lede J351 48 546G Loy 48l
lcondl @ Ol I JSU) GRSy o5 e pliy B0 M
o Loy Leaf o1 43 baolezel

T it L S

(<)

JbiJJJM|}TW‘@JJL@w_}MJAJJL} JS( =)

L}au,@\m\ﬂcj Lo g (\%)u«:)\sdﬂadwm
o LMoo @ aadl &lisy Jsldl

i 2o - - - . . ¥ [ L e : N
_5" ‘-f*"']:l__;“"'j (_9‘* L'J--i {_,51"-‘5 J.}L_i] I T - S -_..,._-:'__..E L..:_ﬁ} L_.‘;J’._-i oo

. L@: _Ea..j'Js N J_}L':.'.'.H :i:l&.c-ui; vy \.Mr_;m_; s EL;“‘



AV IR LL g VoG () mb PA st e 5 o

Sl

b) In the event that EGPC or CONTRACTOR wishes to assign,
i whole or in part, any of its rights, privileges, duties or obli-
¢iiovs herennder as aforesaid the written consent thereto of
the GOVERNMLJ i required under this Article shall not
be arbitrarilv withheld. To enable.consideration to be given to

any request for such consent, the following conditions must he
" fulfilled -

(1) "The obligations of the assignor deriving from this Agree-

ment must have been duty fulfilled as of the date such re-
quest 15 made.

{2) The proposcd assignee or assignees must produce reasona-
ble evidence to the GOVERNMENT of 1ts or their {inan-

cial and technical competence.

N R

(3) The instrument of assignment must include provisions
stating precisely that the assignee is bound by all covenants
contained in this Agreement and any modifications or ad-
ditions in writing that up to such time may have been
made. A draft of such instrument or assignment shall be
submitted to the GOVERNMENT for review and appr-

oval before being formally executed.

(c) Every executed and delivered instrument of assignment assiga-
ing any of the rights, privileges, duties or obligations hereunder
of EGPC or CONTRACTOR. shall be submitted to the GCO-
VERNMENT. within thirty (30) days after the GOV ERN-
MENT approves the assignment, for registration in 1ts registers.

(d)  Any assicnment made pursuant to the provisions of this Artic

shall be free of any transfer or refated tawes cnarges o foes
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ARTICLE XXI1
BREACH OF AGREEMENT AND POWER TO CANCEL

‘a) The GOVELKNMENT shall have the right 1o cancel this Ag-
reemeit hy Order or Preadennal Decree, with respect o LN
TRACTOKR, in the foliowing instances :

(1) If it kuowingly has submitted any {alse statements to s
GOVERNMENT which were a material consideration

the execution of this Agreement;
(2) 1f it assigns any interest hereunder contrary to the pro-
visions of Article XX hereof:

(3) 1f 1t 1s adjudicated bankrupt by a court of competent jur-

1sdICtIOn ;

(41 1f 1t does not comply with: any final decision reached z-

the result of court prmﬁecdings conducted under Article

XXIII paragraph (a) hereunder;

(5! If it intentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT except such extractions
as may be unavoidable as the result of operations conduc-
ted hereunder in accordance with accepted petroleum
industry practice and which shall be notiied to the
GOVERNMENT or its representative as soon as pessible ;

and

& VY it commits any material breach of this Agreement or 0f
the provisions of Law Na. 686 of 1953, as amended by J.aw

No. 86 of 1956, which do not expressly contradict with the

provisions of this Agreement. Such canceliation shall take
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place without prejudice to any rights which may have ac-
crued to the GOVERNMENT against CONTRACTOR in

accordance with the provisions of this agreement; and, i
the event of such cancellation, CONTRACTOR shall have

the right to remove from the Area all 1ts personal property.

(b) If the GOVERNMEI ¢ L deemns that one of the aforesaid causes
(other than a force majeure cause referred to in Article XXII
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice per-
sonally served on CONTRACTOR’s General Manager m the
legally official manner and receipt of which is acknowledged by

him or by his legal agents, to remedy and remove such cause,

but if for any reason such service is impossible due tn unnotified
change of address, publication in the Official Journal of the
GOVERNM ENT of such notice shall be considered as vahdly
served upon CONTRACTOR.  If at the end of the said ninety
(90) days notice period such cause has not heen remedied and
removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid, provided, however, that if
such cause, or the failure to remedy or remove such cause, T%-
sults from any act or omission of one party, cancellation of this
Agreement shall be effective only as against that party and not

as against the other party hereto.

(c) CONTRACTOR shall be allowed to remove its belongings from
the Area of any lease cancelled hereunder after settling all claims

due to the GOVERNMENT.

' ARTICLE XXII
FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
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Agreement shail be excused i dad W the extent that such aoa-
performance or delay 1s caused i v force majeure. The oeriod
any such non-performance or delay, together with such ne1 iod
as may be necessary for the restorazien of any damage done dur-
ing such delay, shall be added to tne time given in this Agree-
ment for the performance of such obligation and for the perior-
mance of any obligation depencent thercon and to the term of
this Agreement, but onlv with respe:t to the block or hioeks
affected. |

by “Force Majeunre”, within the meaning of this Article XX11,
shall be any order, regulation or direction of the GOVERN-
"NT of the ARAB REPURLIC OF EGYPT (or the UNI-

TED STATES GOVERNMENT with respect to CONTRA-
CTOR) whether promulgated ) 4 the form of a law or othervise,

or any act of God, insurrection, riot, war, strike, and otherlanonr

disturbances. fires, floods or any cther cause not due to the fauit

or negligence of ECPC and CONTRACTOR or either of them.
whether or not similar to the foregoing provided that any sick
cause is beyond the reasonable control of EGPC and CONT-

RACTOR, or either »f them.

‘c) Witheut prejudice to the above and except as may be ¢ihr
r herein, the GOVERNMENT shall mcur 0
PC and CONTRAZTOR, of

or loss arising in

wise provided fo
responsibility whatsoever to I.G
either of them for'a'ny damages, restrictions
consequence of such case of torce majeure, €
jeure caused by the order, regulations or direction of e
GOVERNMENT of the ARAB REPUBLIC: OF EGYPY

wcept a force ma-



Vs A d g Ve G (o) mb YA I — L S 2

4

4 _ka_g.Jl 404G Jslaalt OB () ot 3l 0B O piuls b
(_;L_S bl 4l 4yl oA o g o PR Rl )
u_}wtg\‘}‘mg\ 1ed Aoy aldl Jlall L g (‘\*)M
(:») dp;U.L 3..1}11 Sl .._.:L:.:» S V3l . (ij) LS\ N uL.é\

Jlumrean <! ,n_,mu el LeY a2 HE Juall 6, e Jijle
e Olealt eIy !

( SYPEAIPER ] S EBY )

r:C?;"-”j Ol szl
LILEY) ode e bt bl LGl iy B gl 6l (1
s Al _pan b (S S Jew iy 5) Leiods 51

)

Sun L gl L Gy s gl o Ble Jad — ) ()

Fﬁ@drw\lmmj*r&_ﬂi 3! ol

) B Al ol 351 el g b 5 s sl
R

ROV | %S | RPN VS [ PR VRS R FTE db 35

ool Dlel ) B e el B RPN CE U IN

$l AN G sl S O o W e oY — ¥
s ) G e Bl Gl s Bl 8 iy
S 5-'*1 LCome e 4 ((JoW SR (b L
SoHL L L e RSP R EAY L

(H::) pru}amdbﬁl u_,]aJl_,u:cﬂo‘\(uJUI
Lui_}ﬁha)b‘dﬂ] Gﬂllj LAJu




-

R
—

(d) If the force majeure event occurs during the initial exploration
period or any extension thereof and continues wn effeot for a
period oi two (2) years, CONTRACTOR shall have the optiorn
upon ninety (90) days prior written notice to EGPG to tre-
minate its obligations hereunder without further liability of any
kind and, if stdl in foree, the Guaranty contained in Annex “G”

. e

herewo shail he automaticahiv cancelled and  oGPG <hall so

notify the Bavk io release the Guaranty.

ARTICLE XXIIiI
DISPUTES AND ARBITRATION

‘a)  Any dispute arising between the Government and parties hereto
with respect to the interpretation, application or execution of
this Aorcement, shall be referred to the jurisdiction of the ap-

propriate A R Courts.

(b) () Any dispute ansing between (ontractor and EGPC in con-
nection with the present Agreement shall be finally settled
by arbitration. The arbitration shall be held at Stockholm,
Sweden and conducted in accordance with the Rules of
Conciliation and Arbitration of the International Chamber

of Commerce. In the event of no provisions being made
‘1 these Rules in certain cases, the Arbitrators shall estab-

lish their own procedures.

(i) The arbitration shall be initialed by either party giving
notice to the other party that it eleats to refer the dispute
to arbitration and that such party (heremafter referred to
as the First Party) has appointed an Arbitrator who shall
be identified in said notice. The other party (hercinaftcr
referred to as the Second Party), within fifteen (15) days,
shall notify First T’a]‘t},? in writing, identifying the Arbit-

rator that it has selected.
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(22} 11 the Second Paity do.s not appoint its Arbitrator as af-
oresaid, the first party shall have the right to apply to the
Court of Arbitration of the International Chamber of Com-
merce to appoint a second Arbitrator. The two Arbit-
rators shall, within thirty (30) days, select a third Arbat
rator, failling which the third Arbrtrator shall be appainted
by the Court of Arbitration of the Intemational Chamber
of Commerce at the request of either party.

(7u) The third Arbitratop must be a citizen of country othet

than the A.R.E. or US.A: and of a country which bas
diplomatic relations with both the A.R.E. and the U.S.A
and shall have no economic mterest In the o1l bhusiness of

the L\Rp or the [J.8.A. or the signatones hereto:

(z) The parties shall extend tw the Board of Arbitrators all fa-
cilities (iﬁchidiﬁg access to the Petroleum operations) for
obtaining any information 1'cquested_for_ the proper det-
ermination of the dispute. The absence or default of anv
partyllt(‘) the arbitration shall not be permitted to prevent
or hinder the arbitration procedure in any or all of it

stages,

Pending the decision or award, the operations or activitics
which have given rise to the arbitration need not be dis-
continued. In the event the decision or award recﬂgmzcs :;
that the -complairit was justified, pji‘oyision may be mgfiﬁ
therein for such repﬁration as may appropriately be 'maq6-

in favour of the complaint.

)
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(vii; Judgement in the award rendered may be entered In any
Court having jurisdiction or application may be made to
such Court for a judicial acceptance of the award and av
order of enforcement, as the case may be.

(vit7) The parties desire that, whercver appropriate, decisions-
and awards shall specify a time for comphance therewith

c) The provisions of this Agreement relating to arbitration shall
oatinue in force notwithstanding the termination of this Agre-

et

(d) PRINCIPLES OF GOODWILL — The siguatories base theix
relations with respect to this Agreement on the principles of
poodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitratien:
be given effect and be interpreted and applied in conformuty,
with principles of law common to the AR.E. and U.SA. and
- the absence of such common principle then in conformity with
the principles of low normally recoguized by civilized nations
in general, including those which have been applied by Inter-

national Trilrumals,
ARTICLE XXIV
STATUS OF PARTIES
(¢) The rights, 'du:ties, obﬁgaﬂmm and liabilities in respect of EGPG
and CONTRACTOR hereunder shall be several and not joink

OT mllecﬁj.?c, i_t being updemmd that this Agreement ghall no¥
be constried as coistituting and association or coopération. -
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(tj GCONTRACTOR shall be subject to the laws of Texas, U.S.A.
regarding its icgal status or creation, crganization, charter anc
by-laws, shareholding, ownership. CONTRACTOR’s shares
of capital which are entirely held abroad shall not be negotiable
in the A.R.E. and shall not be offered for public subscriptios:
CONTRACTOR shall be exempted from the application
Law No. 9 of 1964 as amended

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATRERTAL

CONTRACTOR or Operaung Company, as the case may b=
and thew eontraciors skall :

‘a"  Give priority to local coniractors as long as their prices md'

~ ‘performance dre comparable with international prices and per-
tarmance. CONTRACTOR and Operating Cothpany shell.
however, subject to the preceding sentence be exempted f{rom
the provisions of Presidential Decree No. 1968 of 1974

b)Y Give prefererce to locally manufacturcd matenals, equipment,
machincry and consumables so long as their quality arid time of
delivery are comparable to internationally available materiais.
equipment, machinery and consumables. However, such -
terials. cquipment. machinery and cdnsumables may be importal
for operations conducted horeunder 1 the local price of suen
items at contractor’s or Operating Company's operating b
in ARE. is more than ten (10) percent hogher than the prce
“of such-imported- items before customs. duties,. but aitﬁr trane
_ portaurn and msurance costs have heen added |
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ARTICLE XXVI]
ARABIC TEXT

The Arabio version of this Agreement shall, hefore the Gourts
of A.R.E. be referred to in construing or mterpretng this Agreement,
provided, however, that in any arbitration pursnant to Article XXT1]
hereabove between EGPG and CONTRACTOR ihe Enghlish and
Arabic versions shall both be used to construe or interpret the Agre-

ement.

ARTICLE XXVII
GAS

If Gas is produced or capable of being produced from the Area,
EGPC and CONTRACTOR will study all possible economic atter-
natives for its use and decide on the best altemative for EGPG and
CONTRACTOR jomtly. The cost aud cxpenses in the field of
producing non-associated gas shall be recovered in accordance with
the Cost Recovery prindples of Article V1L

Production Sharing principles of Article V1I shall apply to the
value of associated and non-associated gas if sold for export and not
used In operation, flared or reinjected. However, any Gas not ex-
ported outside ARE. in a liqud or salid state, or not used in Ope-
rations {including reinjection) shall remain the property of the State
and shall be at the free disposal of EGPG at no cost.

ARTICLE XXVIII
GENERAL

f the Articles to this Agreemaent

and shall not be used
on of said Articl(f:s.

The headings or titles to cach ©
are solely for the convenience of partics hereto
with respect to the interpretanomn or constructs
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Nothing in this Agreement shall be consuued as constituting
any relationship to any petroleurn concession agreements betweey
he GOVERNMENT, EGFC and SEDCO which are in etfect og
the Effective Date hereof ard this Agreement shall be treated sepa.
vately and independently in all respects including but not hmut 1o
the recovery of cost, Production Sharmg, royalties, taxes and the
-omputation of the net profits of EGPC and SEDCO respectiveiv.

ARTICLE XXIX
APPROVAL OF THE AR.E. GOVEIRNMENT

This Agreentent shall not be binding wpou any of the parues
sereto unless and until a law is issucd by the competent authonities
+f the A.R.E. authorizing the Minister of Petroleumn to sign said
Agrecment and grving Artides 117, 1V, VI, VII, XI1, X1, XVIL
NVIIL XX, XX XX, XXIV and XXV of this Agreement ful

s.rce and effect of law notwithstanding any countervailing Govern:

qiental enactment; and the Agreement is sigmed by the GOVERN:
MENT, FGPC and CONTRACTOR.

NRAB REPUBLIC OF EGYPT

BY

SOV IAN GENFRAL PETROJEUM CORPORATON
ﬁY .:

EDCO EGYPT ING

BY
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ANNEX “A»
AR.E., EGPC & SEDCO EGYPT INC.
- CONCESSION AGREEMENT
IN TIBA AREA
DESCRIPTION OF THE AREA

Annex “B” is a provisional Jlustrative map on the scale of
1 ;1,000,000 including the Area covercd and affected by the Agre-
ement. , | o

This Area is bounded by a group of straight lmes and it
measures approximately 6000 km®. It is composed of sixty {60,
Exploration blocks cach complete block of whicl is six (6) minutes
latitude by six (6) minutes longitude approximately one hundred (160;
Km® of surface aren.

It is to be noted that the delineation lincs of individual explora-
tion blocks in Annex “B” are intended to be only illustrative and
provisional and do not show accurately their true posttion in relation
to existing monuments and gecgraphical features.

Coordinates of the comer points of the Area are given in the fol-
- - ¥ - f T
jowing table, which forms an mtegral part of this Annex “A”.

il ——

Tt T T —— kil e — —— pleiicliol -l

¥ 1 ! t

Pomt Lat. N. | Tong E ? Drc Remarks

: )
'
bt o : —— + - d . - . . . - ——— - f e m = l \
1
%
o

1 30° 24 00" 30° 06’ 00” 'South to pomt 2

) 09° 48 007130° 06 00” | West to point 3

: = . o]
3 090 48 00’ 29° 06 00”; North to pomnt 4 i
: i

4 300 24 00”.29° 06’ (0” East topomntl
| | . which is the point!

of beginning |
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& SEDCC EGYPT INC O PR ﬁ__,. § s
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ANNEX “C7

LETTER OF GUARANTY

Cairo, 197
LETTER OF GUARANTY NO.
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

The undersigned National Bank of Egypt, as Guarantor, hereby
guarantees to the EGYPTIAN GENERAL PETROLEUM COR-
PORATION (hereinafter referred to as EGPC) to the linut of three
(3) million U.S. Dollars the performance by SEDCO EGYPT INC.
hereinafter referred to as CONTRACTOR) of its obligation required
for exploration operations to spend a minimum of three (3.0) million
UJ.S. Dollars during the initial three (3) years of the exploration period
under Article IV of that certain Concession Agreement (hercmalter
referred to as the “Agreement”) covering that Arca described I}
Annexes “A” and“B” of said Agreement, by and betweea the ARAD
REPUBLIC OF EGYPT (hereinafter referred to as ARE.), EGPC
and CONTRACTOR, dated 25/8/1980.

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expendirture of said three (3.0) million U.S. Dollars by the amount
of money expended by CONTRACTOR for such exploration ope-
rations during each such quarter. Each such reduction shall be cs-
tablished by the joint written statement of EGPC and CONTRACG-
TOR. '

In the event of a claim by EGPC of non-performaisc or sur-
render of the Agreement on the part of CONTRACTOR prior to
(he fulfilment of said minimum expenditure obligation under Asticle
IV of this Agreement there shall be no liability on the undersigned
Guarantor for payment to EGPC unless and until such liability has
becn cstablished by written statement of EGPC setting forth the
amount due under the Agreement.
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It 15 a further condition of this Letter. of Guaranty that :

(1) This Letter of Guaranty will become availahic only pre-
vided that the Guarantor will have been informed in writ-
mg by CONTRACTOR and EGPC that the Agreement
beiween CONTRACTOR, A.R.E. and EGPC has becom:
effective on the Effective Date of said Agrcement.

(2} This Letter of Guaranty shall in any event antomatically
expire : | | |
(a) three (3) years and six (6) months after the dar
hecomes effective, or -
(b) at such time as the total of the -amonn‘s showii o
quarterly joint statements of EGPC and CONTRAC-

TOR equals or exceeds the amount of said minimum
expenditure obligation, or

(c) m the event CONTRACTOR should cxcreise it
option under Article XXTT (d) of the Agreentent, upon
termunation of CONTRACTOR’s obligations under
the Agreement.

whichever 1s earlier.

(3° Cousequently any claim in respect thereof shonld be .nad:
to the Guarantor prior to either of said expiration date at
the latest accompanied by EGPC’s written statement, set-
ting forth the amount of under-expenditure bv CONT-
RACTOR to the effect that :

@) CONTRACTOR has failed to perform its expendi-
ture obligations referred to in this Guaranty, and

(0)  has failcd to pay ihlé expenditure deficiency to LGPC.
Wé declare that on issuing this Guaranty we did not exceed the

lumit of total Guaranties which we are entitled to issue as per Minis-
'ty of Economy’s letter No. dated 197

Please rcturn to us this letter of Guaranty in the event-it doc:
not become effictive. or upon the expiry date.. '

Yours faithfully

fof the National Bank of Egypt
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ANNEX D7

CHARTER OF
TIBA PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB
' REPUBLIC OF EGYPT shall be formed with the authorization of

the GOVERNMENT in accordance with the provisions of the
Apreement referred to below and of this Charter.

The Company shall be subject to all laws and regulations in
Borce in the AR.E., to the extent that such laws and regulations axre
ot in cousistent with the provisions of this Charter and the Agrce-
:nent referred to below.

ARTICLE I

The name of the Company is “TIBA PETROLEUAL COM-
PANY abbreviated as “TIBAY and hereinafter referred to as Ope-
ratmo Company.

ARTICLE 11}

~_The Head Office of Operating Company shall be in Cawo in
e ALR.E.

ARTICLE IV

The objcct of Operating Company 1s to act as the agency
-hrough which EGPC and CONTRACTOR cany out and onpduct
she Development Oparations reguired 1 accordance with the pro-
.istons of the Agrcement signed on the twenty fifth day of August,
1980, by and between the ARAD REPUBLICC OF LGYPT, the
EGYPTIAN GENERAT, PETROLEUM CORPORATION and
SFDCO EGYPT INC. covering Petroleum Operations in the Area
Aescribed therein. |
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Operating Company shall alzo be the agency to carcy one and
cnnduet Expioration -Operations after the date of Cmnmerc:lai Dis-
COVELY- pumuant to. CONTRACTOR's Wotk Program and Budzet

app-mred m accor c!:—mrc with the Agl cement,

qu-amlg Gompanyahall keep account of alf c:ﬂsﬁ, expenses ard

expenditures for such operations uader the terms of the Agrecment
‘and "Annéx “E” thereto.

Opa'am}g_ﬁomPany shall not engage In any business or undet-
take any activity beyond the performance of said operations.

ARTICLEV

The authorized capital of Operating Company is twenty
thousand pounds Egyptlan (L.E. 20,000) divided into five thousand
(3000) shares of eommon stock-with a value of four Pounds Egyp-

tian {L.E. 4) per share having equa] voting rights, Mlly paid up .
and non- as*«;mfable

EGPG and GONTRACTOK shall each pay for, hold and own.
thmu.qhout the life of Opcrating Company referred to abave ene

half (%" of the capital stock nf‘bpﬂannq Company provided that
orly in the cvent that cithor party should transter or assign all its
righte. title or ‘ntercst i the E‘I’ltll’(*ty of that Agreement may such
transferring or assigning party transfer or assign any of the capita!
stock of -Operating Company and, in that event, such transferriug
or qsr;:gumg party (and its successors and assigns) must transfer and
azeiem a stock interest in Opcerating Company equal to the tran-

szferrn?d or assigned percentage of ownership mtcrest in the entiretv
of the Agreement referred to.

ARTICLE VI
Oﬁeranng Gomp.:.-. .y shall not own any right, title, mterest of

estate in or under the Agreement OT i any development - leasé
created thercunder or m any of the Petroleum produced frony any
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exploration block or development lease area thereunder or in any
of the assets, cquipment or other property obtained or used in con-
nection therewith, and shall not be obligated as a principal for the
financing or performance of any of the duties or obligations of either
EGPC or CONTRACTOR under the Agreement. Operating

(‘ompany shall not make any profit from any source whatever.

ARTICLE VII

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

CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII

Operating Company shall have a Board of Directors consist
ing of eight (8) members, four (4) of whom shali be designated by
EGPC and the other four (4) by CONTRACTOR. The Chair
man shall be designated by EGPC and shall also be a Managin
Director. CONTRACTOR shall designate the General Managc!
who shall also be a Managing Director

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majonty
of the Directors are preseht and any decision taken at such mecting’
st have the affirmative vote of six {6) or more of the Director:
provided, however, that any Director may be represented and Vot

by porxy held by another Director.
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ARTICLE X

General Mectings of the sharcholders shall be valid of a ma-

jority of the capital stock of Operating Company i¢ represented there-
at. Any decisions taken at such meetings must have the affirmantive

vote of shareholders owring or representing a majority of the capital
stock.

ARTICLE XI

The Board of Directors shall approve the regulations coverimg
the terms and conditions of employment of the personnel of Operat-
ing Company employed directly by Operating Company, and not as-
signed thereto by CONTRACTOR and EGPC. The Board shall.
:n due tourse, draw up the By-Laws of Operating Company aad such
By-TLaws shall be effective upon being approved by a General Meet-
ing of the Sharcholders, in accordance with the provisions of Arti. (v

X hereof.

ARTICLE XII

Operating Coiripany shall come into existence within thirty (304 -
days after the date of Commercial Discovery as provided for in the
Agreement. _ '. - | |

The duration of Operating Company shall be for a period equal
to the duration of the said Agreement. |

: shall be wound up and liquidated if the Agreement referred
io above is terminated for any reason as provided for therem.,

EGYP’I’IAN GENERAI, PETROLEUM 'CORPORATIOIS_J
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ACCOUNTING PROCEDURE
ARTICLE 1

GENERAL PROVISIONS

1. Defimitions

Ihe definitions contained i Article 1 of the Concessio
Agreement shall apply to this Acoounting Procedure and have
the same memﬁng Certain :.-’tf‘.ﬁCOlllltiIlg terms herein used are

defined as follows -

(a) “Agreement” means the Concession Agreement of whick
this Annex is a part.

(b) “Non-Operator” means the partes to the Agreement othes
than CONTRACTOR when it is performing work.

Statements of Activity

(@) CGONTRAGTOR or Operating Company, as the case Imnay
b'f!_., shall pursuant to Article IV of the Agreemmt, renler
to Non-Operator within thirty (30) days of the end of each
Calendar Quarter a Statement of Exploration Activity re-
tlecung all charges and credits related to the Exploration
operations for that Quarter summarized by appropriat-
classifications indicative of the nature thereof.

(b Operating Company shall render to EGPC and CONTRA -
CTOR within twenty five (25) days of the end of each Ca-
lendar Month a Statement of Development Activity reflect -
ing all charges and credits related to the Development ope-
rations for that Month summarized by appropnate classifi-
cations indicative of the nature thereof except that items of
controllable material and unusual charges and credits shall

be detailed.
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3 Adjustinents and Audits

) Each Statement of Exploration Activity shall condlusively
‘be presumed to be true and correct after three (3) months
following the receipt of each statement by EGPQ uniess
within the said three (3) months EGPG- takes written. ex-.
ception thereto pursuant to Artide IV (f) of the Agreement.
During said three (3) months period supporting documents
will be avaifable for inspection by EGPC during all work-
ing hours. CONTRACTOR will have the same andit
rights on Operating Company statements as EGPG under

- this-sub-paragraph.

b A]J Statf:mcﬂts of Ai:tifity for ]jevelapment for any Calet-
" dar Yeat shall conclusively be presumed to be true and
correot twelve (12) months following the end of any such
Vearunless within the said twelve (12) months period EGPC.
or CONTRACTOR takes written exception thereto. Pend-
ing expiration of said twelve (12) months EGPG or GON-
TRACTOR or both of them shall have the right to audit
Operating Company accounts records and supporting docu-
ments for such Vear in the same manner as provided w

Articde IV (f) of the Agreement.

4  Currency Exchange

CONTRACTOR’s books for: Exploration and Operatii:!
Company’s books for Development and Exploration 1f any shali
be kept in the AR.E..in U.S. Doliars. Al U.S. Dollar exper
ditures shall be charged in the amount.expended.  All Bgyptia®
Pounds expenditures shall be translated to U.S. Dollars at the

official buying rate of exchange issied by the Central Bank-of

Esypt on the frest day, of the-morth. in. which expf“nditu_f*t‘sq'ér'ﬁ'_
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recorded, and all other non-U.S. Dollar cxpenditures shall be
iranslated to U.S. Dollars at the buying rate of exchange for
sach currency as quoted by National Westminister Bank Limi-

ted, London, at 10.30 a.m. G.M.T., on the first day of the mouth
in which expenditures are recorded, A record shall be kept of

the exchange rates used in translating Egyptian Pounds or other
non-U.S. Dollar expenditures to U.S. Dollars.

3,  Precedence of Documents

In the event of any inconsistency or cuoflict between the pro-

visions of this Accounting Procedure and the provistons of the
Agreement treating the same subject differently, then the provi-

sions of the Agreement shall prevail.

B, Revision of Accounting Procedure

By mutual agreement between EGPC and GON'IT{AC-
TOR, this Accounting procedure may be revised from time %0
ime in the light of future arrangements.

7. No Charge for Interest on Investment

Interest an Investment shall not, at any time be charged &
racoverable cost under the Agreement.

ARTICLE II
© COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR
shall alone bear and, directly or through’ Operating Company, pay
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the following costs and expenses, which costs and expenses shall be
classified and treated in accordance with Article VII of the Agre-
ement °

{. Surface Righis

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

2. Labour and Related Costs :

A. Salaries and Wages of CONTRACTOR’s or Operating
Company’s employces, as the case may be, directly enga-
ged in the various activities under the Agreement including
salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed n s.1h
activities. '

Reasonable revisions of such salaries and wages shall
be effected to take into account changes in CONTRAC-
TOR’s policies and amendments of Laws applicable to
salaries. For the purpose of this paragraph 2, and parag-
raph 3, salaries and wages shall mean the assessable am-
ounts for A.RE. Income Taxes, including the salaries du-
ring the vacations and sick leaves. but excluding all the
amounts of the other items covered by the percentage Fixed

under 3 below.

B. For expatriate employecs penmanently assigned to Egypt
1 All allowances applicable to salaries and wages -

7 Cost of established plans. and
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3. All travel and relocation costs of such expatriate em-
plovees and their families to and from the employee's
country or point of origin at the time of employment,
at the time of separation, as a result of transfer irom
one location to another and for vacation ‘transpor-
tation costs for employees and their families transfer-
ring from A.R.E. to another location other than their
country of origin shall not be charged to AsR.E. Ope-

rations).

Costs under this sub-paragraph 2.B shall be equal to
seventy {701 percent (except for empiovees assigned to fields
and whose families have not heen transferred o AR.E..

in which case the percentage will be fifty {50) percent of
salaries and wages paid for such expatriate personnel m-

cluding those paid during vacations and sick leaves as
established in CONTRACTOR’s international policies,
paragraph 9 and sub-paragraph 1T.A and C of this Article

i1

However. salaries and wages during vacations, sick
leaves and disability are covered by the foregoing percen-
tage. The percentage outlined above reflects CONT-

RACTOR’s actual costs as of the Effective Date with re-
gard to the following benefits, allowances and costs :

1. Anticipated termination of lease contract in AR.L.

or abroad.
9 Household implements transportation in AR.E. ot

abroad (round trip).
3. Clothing equipment or allowances.

4. Expenses connected with departure and arrival of cm-
plovees and their famihes.

5, Accruals of seniority indemnity.
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0. Charges for social security and insurance such as

— Retirement plan.

— National Health insurance.

— Unemployment Insurance.

— Accident and disability Insurance

—  Extraordinary Insurance.

1. Conuactual travel expenses of employees and their
families.

8. LExcess luggage.
9. Recareational Allowances.

0. Medical assistance to emplovecs and thew Funies 1
or outside AR.E.:

1. Housing and utilities allowances.

12, Education allowance {children of expatriate emiployees;
and eduacational assistance.

13, Settlement allowance m or outside A RE.

[4. Contribution for resettlement expenses at repatriation.

15, Vacations, sick leaves and disabihity salanes or ex-
penses.

b, Any ciber costs, allowances and benefits of a like ua-
ture as established in CONTRACTOR's internaticnal
policies.

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

percentage to be used under this paragraph.
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Rewvisions of the percentages will take into conside-
ration variances in costs and changes in CONTRACTOR s
international policies which change or exclude any ot the
above allowances and benefits,

The revised percentages will reflect as nearly as pos-
sible CONTRACTOR’s actual costs of all 1ts established
allowances and benefits and of personnel transfers.

(/) For expatriate employees temporarily assigned to Egvpt
all allowances, costs of established plans and all trave] ve-

location costs for such expatriate as paid in accordance
with CONTRACTOR’s International policies.

D) Costs of expenditure or contributions made pursuant to
law or assesnuwnts imposed by governmental authority
which are applicable to labour cest of salaries and wages
as provided nnder sub-pa;ragmphs 2.A and 2.B, Paragraph
0 and Sub-Paragraphs 11.A and 11.C of this Article 11

Benefits, allowances and realted costs of national employees

Bonuses, overtime, customary allowances and benefits on
a basis similar to that prevailing for Oil Compantes operating
in A RE. all as chargeable under Sub-Paragranh 2.A Para-
eraph 9 and Sub-Paragraphs 11.A and 11 C of this Article 11, Se.-
verance pav will he charged at a fixed rate apnlied to payrolis
which willequal: an amount (;qyiu;ah:mj Lo the maximum habilit

.—r_r:hnl.- ' LJI"P'; £1-r}J

of severance pavment as recuived under the A.RE. Labour Law

Material

Material, cquipment and snpplies purchased or furnisired

as such by CONTRACTOR or Operating Company.
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Purchases

Material, ecuipment and supplies purchased shall he
at price pawd by CONTRACTOR or Operating Com-

panv alter deduction of all discounts actually receives].

Material Frurnished by CONTRACTOR

Material required for operations shall be nurchascd
directly whenever practicable, except that CONTRAC-
TOR may furmish such material from CONTRACTOR's
affihates stocks outside the ARE. under the followine

conditions -

1. New Material (Condition “A”)

New material transferred from CONTRAC-
TOR’s affihiates warehouse or other nroperties shall
be priced at cost, provided that the cost of material
sunplied is not higher than international prices for ma-

terial of similar qualitv supplied on sinilar terms. pre-

vailing at the time such material was supplied.

2. Used Material ‘Conditions “B” wand “C”)

a) Material which is in sound and serviceable con-
dition and is sujtable for re-use withent recondi-
tioning shal! be classed as Condition “B” ana
nriced at seventy-five percent (75%) of the nrce
of new matenal.
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) Material which cannot be dassificd as Condigion
“B” bat which is serviccable for original function
but substantially not suitable for reconditioning,
shall be classed as Condition “C™ and priced at
fitty percent (509%; of the price of new material.

¢)  Material which cannor be classified as Coudii-
iwn “B” or Condition ¢ shall be priced at a
value commensurate with its use.

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

centage or knockeddown ncw price

C. Wurranty of Materials Furnished b Y CONTRACTOR

CONTRACTOR does not warrant the material fur-
wished beyond or back of the dealer’s or manufacturer’s

guaranty, and in case of defective material, credit shall not
be recorded until adjustment has been received by CON-
TRACGTOR from manufacturers or their agents.

Lransportation and Employees Relocation Costs -

A) lransportation of equipment, materials and supplies ne-
cessary for the conduct of CONTRACTOR’s activities.

B.  Business Travel and Transportation expenses to the extent

covered by established policics of CONTRACTOR or witlh
regard to Expatriates and Nationals, as incurred and paid

by, or for, employees in the conduct of CONTRACTOR’s
~ husiness.

C; Employees iransportation and relocation costs for Natoinal
employees to the extent covered by established policies.
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6.

Services
a) Outside services.

The cost of consultants, contract services and utilities
procured from third parties.

[1)  Cost of services performed by EGPC or by CONTRAC-
TOR or their Affiliated Companies in facilities inside or
outside the AR.E. Regular, recurring routine services,
such as interpreting magnetic tapes and/or other anaiyses,
shall be performed and charged by EGPC and/or CON-
TRACTOR or their Affiljated Companies at an agreed
price. Major projecis Involving engineering and design ser-
vices shail be preformed by EGPC and/or CONTRACTOR
or their Affiliated Companics at a negotiated contract ain-
ount. Use of EGP(«. CONTRACTOR’s. or their Affi-
hated Companies® wholly owned equipment shall be
charged at a rental rate commensurate with the cost of
ownership and operation, but not in excess of competitive
rates currently prevailing i1 the A.R.E. For Exploration,
CONTRACTOR s and its Affiliated Companies’ rates shall

not mclude administrative overhead costs.

. Damages and Losses

All costs or expenses necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, acoident or an-
other cause not controllable by CONTRACTOR or Operating
Company through the exerdise of reasonable diligence. CON-
TRACTOR or Operating Company shall “arish Non-Opera-
tors written notice of damages or losses incurred in excess of ten
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thousand (10060} U.S. Dollars per occurrence, as soon as prac-

ticable aftcr report of the samc has been received by CON-
TRACTOR or Operating Company.

4. Imsurance and Claims

The cost of any public liability, property damage and other
insurance against liabilities of CONTRACTOR, Operatnig
Company and/or the parties or any of them to their employecs
and/or outsiders as may be required by the laws, rules and rc-
gulations of the GOVERNMENT or as the parties may agrec
upon. The proceeds of any such insurance or claim collected
shall be credited against operations.

If no insurance is carried for a particular risk all rclated
actual cxpenditures incurr d and paid by CONTRACTOR o
Operating Company in seitlement of any and all losses, claims,
damages judgements and ans other expenses, including legal

SCIVICES,
a9 Indirect Exnenses

Camp overhead and facilities such as shore base, ware-
houses. water svstems. road svstems, salaries and expens o
field supervisory personnel, field dlerks, assistants, and other

seneral employees indirectly serving the Area.

. T.egal Expenses

All costs and expenses of litigation, or legal sevvices othier-
wise necessarv or cxpedient for the protection of the Arca, m-
cluding attorney’s fees and expenses as heremnaticr provided.
together with all judgements obtained aginst the parties or any
of them on account of the operations under the Agre¢ment, and
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actual  cxpenses mcurred by any party or parties hereto n
securing evidence for the purpose of defending against any
action or claim prosecuted or urged agamst the operations of
the subject matter of the Agreement. In the event actions or
claims affecting the interests hereunder shall be handled by
the legal statf of one or more of the parties hercto a cnarge
commensurate with cost ot providing and furnishitg such ser-
vices may be made to operations.

11  Adminstrative Overhead and General Expenses

(@3 While CONTRACTOR is conducting Exploration argvi-
ties, cost of staffing and maintaining CONTRACTOR's
head office in the A.R.E., and or other offizes estabhished
in the ARE., other than field offices which will be char-
ged as provided in Article I, paragraph 9 above and ex-
cepting salaries ot employees of CONTRACTOR who are

temporarily assigned to and directly serving on the Area,
which will be charged as provided in Article i, paragraph

2 above,

) CONTRACTOR’s administrative overhead outside the
ARE. anplicahle to the ARE. Exploration operation
which will be charged each month at the rate of five rer-
oent (3%) of total Exploration expneditures while CON-
TRACTOR 1s conducting Exploration activitics adminis-
trative averhead outside A R E. will not be charged while
operating Companv 1s conductmg Exploration activities
No other direct charges as such for CONTRACTOR s
administrative overhead outside the A.R.E. will be applied
against the Exploration obligation. Examples of the type
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of costs CONTRACTOR is incurring and charzing i
reunder duc to activities under the Agreement and covered
by said percentage are

' __Executive Time of executive officers.

2 — Treasury — Financial and exchange Probieins.

5 — Purchasing — Procuring materials, eguipment and
supplies.

4— Expioration and Production Directing, advising and
controlling the entire project.

J.— Other depariments such as legal, comptrollers and
engineering which contribute time, knowledge and
experience to the operations.

Lhe foregeing does not prectude charsing for divect service w-
cier sub-paracraph 6.B of this Article 11

(i While Onerating Cempany is” rencuctin g activitics, Cpe-
rating Company’s personnel engaged in general clerical
and office work, supervisors and officers whose time is genc-
rally spent in the main office and not in the field, and all
employees generally considered as general and administra-
tive and not charged to other types of expense will be char-
month between Exploration and Development operations

ged to operations. Such expenses shall be allocated each
month according to sound and practicable accounting

methods.

12. Taxes

All taxes, duties or levies paid in the A RE. hv CONT-
RACTOR or Operating Company with respect to this Agrec-
ment other than those covered by paragraph (f) (I} of Article
II of the Agreement.
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13. Continuning CONTRACTOR Costs

Costs of CONTRACTOR activities required viider the
Agreement and incurred exclusively in the A.R.E. after Opera-
ting Company is formed. No sales expense may be recoverec

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 tins

Article II. incurred by CONTRACTOR or Operating Gom:-
panv under approved Work Programs and Budgets.

ARTICLE I11I
INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating
Company of the operations material, which shail nclude all

-_such material, physical assets and construction projects. Written
fotice of intention to take inventory shall be given by Operating
Company to EGPC and CONTRACTOR at least thirty (30)
days before any inventory is to begin so that EGPC and CON-
TRACTOR may be represented when any inveuntory is taken
Failure of EGPC and/or CONTRACTOR to !¢ rcpresented
at an inventory shall bind them to accept the inventcry taken
by Overating Companv, who shall in that event funush the
party not represented with a copy thereof.
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2. Reconcihation and Adjustment of Inventories

I.

Reconciliation of inventory shall be made by CONTRACG-
TOR and EGPC, and a list of overages and shortages shall be
jointly determined by Operating Company and CONTRAG-

TOR and EGPC and the inventory adjusted by Opcrating
Company.

ARTICLE IV
COST RECOVERY;

Statements of Recovery of Costs and of Cost Recovery Crude
Oil

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly as practicable but not
later than thirty (30) days after receipt from Operating Comn
pany of the Statements for Development and Exploration Ac-
tivity for the last month of a Calendar Quarter a statemernt

for that Quarter showing -

(i) Recoverable costs carried from the previous quarter if anv.

(i) Recoverable costs incurred and paid dunng the quarter.
(iii) Total recoverable costs for the quarter (1) + (i).

(iv) Value of Cost Recovery Crude Oil taken and separa tely
disposed of by CONTRACTOR for the quarter.

(v} Amount of costs recovered for the quarter.

(vi) Amount of recoverable oosts carried into the succeeding
quarter, if any.
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(vii) Excess, if any, of the value of Cost Recovery Crude Oil
taken and separately disposed of by CONTRACTOR over

costs recovered tor the quarter,

2. Settlement of Excess Cost Recovery Crude Oil

EGPC having the night to take its entitlement of excess
Cost Recovery Crude Jil under Article VII sub-paragraph (a)
of the Agreement, in kind during the said Quarter. A settle-
ment shall be required with the rendition of such statements
in case Contractor has taken more than its own entitlement
of such excess,

3. Audit Right

EGPC shall have a period of twelve (12) months from the
end of any Calendar Year in which a statement under this

Article TV has been received to audit and raise objection to
auch statement EGPC and CONTRACTOR shall agree on
any required adjustment. Supporting documents and accounts

will be available to EGPC during said twelve (12) months
period.

ARTICLE V
CONTROY., AND MAJOR ACCOUNTS

7. Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to contrcl
therein the total amount of Exploration Expenditures reported

on Statements of Activity prepared per Article 1.2.A hereof,
less any reductions agreed to by EGPC and CONTRACTOR

tollowing written exceptions taken by a Non-Operator pursuant
to Article 1.3.A hereof. in order to determine when mimmuin

Fxploration Obligations have been met.
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2« Cost Recovery Control Account

Contractor will establish a Cost Recovery Control Acco-
unt and an offsetting contra account to control therein the am-
ount of cost remaining to be recovered, if any, the amount of

cost recovered, and the value of Excess Cost Recovery Crude

Oil, if any.

i Major decounts

For the purpose of classifying costs, cxpenses and expenditures
for cost recovery as well as for the purpose of cstablishing when the
Exploration Obligation has been met, costs, expenses and expenditu-

rés shall be recorded 1 major accounts including the following :

Exploration Expenditures

Development Expenditures other than Operating Expen-
ses

Operating 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 the

treatment of Cost Recovery Crude Oil.
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