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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
TOTAL PROCHE ORIENT {SA.)

FGYPT BRANCH
IN
NEBWI AREA OFFSHORE NORTH OF

THE GULF OF SUEZ

This agreement made and cntered on this twenty fifth day of
August, 1980 by and between the ARAB REPUBLIC OF EGYPT
{hereinafter referred to variously as “ARE.” ar as the “GOVE-
RNMENT™), the EGYPTIAN GENERAL PETROLEUM COR-
PORATION, a legal entity oreated by Law No. 167 of 1858 as
amended (hereinafter referred to as “EGPC”} and TOTAL PR
CHE-ORIENT {§.A}, Egypt Branch a company organsed and exi-
sting *mder the laws of FRANCGE ( hereinafter referved to var-usly
as TOTAL: or as “CONTRACTOR™,.

WITNESSETH

WHEREAS, Law No, 66 of 1953, as amended, ¢stablished that
all raw materials including petroleum, existing in mines and quar-
vies in the ARE, including the territorial waters, and in the sea
bed subject to its jurisdiction and extending bevond the territorial
waters, are the property of the State, and

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 I, and, described in
Annex “A” and shown approximately on “B” which are attached
hereta and made part bereof, and
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WHEREAS, CONTRACTOR. agrees to undertake s obli-
gations provided hereinafter as CONTRACTOR with respect (o
the exploration; development and produttion of petroleum in said
Area, and ' - :

WHEREAS, the GOVERNMENT desires hereby to grant such
concession, and '

WHEREAS, the Minister of Petroleun purusant to the pro-
visions of Law No. 86 of 1856, may enter into concession agresment
with EGPC and with CONTRACTOR ax 2 CONTRACTOR, for
the petroleumn operations referred to in the preceding paragraph in
the Area hereinafter referred to.

NOW, Thereicre, the parties hereto agree as follows @

ARTICLE 1
DEFINITIONS

PR ———— Y UYE Y

{a) “Exploration” shall incinde such geological, geophysical, aerial
and other surveys as may be contained in the approved Wo
Programs and Budgets, and the drifling of such shot holes, coxt
holes, stratigraphic tests, holes for the discovery of petrojeu
or the appraisad of petroleurs discoveries and other rela
holes and wells, and the purchase or acquisition of such sy
plies,, materials and equipment therefore, all as may be
tained in the approved Work Programs and Budgets.
verb “explore” means the act of conducting exploration.

() “Development” shafl include, but not be limited 1, all
c}pcraﬁmm and activities pursuant to approved Work Progril
and Budpgeis under this' Agreement with respect 80 1 - "

{i} 'fhﬁ drilling of development wells, and
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(1) Designipg, construction, installation servicing and main-
tenance of equipment lines, systems facilities, plants and
related operations, to produce and operate said wells, to
take, save, treat, handle, stove, flare, trapsport and deliver
petroleurn for export, and to undertake repressuring, recyct-
g and other secondary recovery projects.

“Petrolenm” means liquid crude off of various densities, as-
phalt, gas, casinghcad gas and all other hydrocarbon substarces
that may be found in, and produced, or otherwise obtained
and saved from the area under this Agreement, and all subs-

tances that may be extracted therefrom,

“Liguid Crude O or “Crude Ol or "Oil” means any hyd-
rocarbon produced from the Arca which is in a hiquid stare
at the wellhead or lease separator or which is extracted from
the gas or casinghead gas in a plant. Such term inclodes dis-

tillate and condensate.

“Cas” is natural gas both asseciated and pon-associated, and
a1 of its Constituent elements produoced from any well in the”
Area and all nonhydrocarbon substances therein.  Said term.
shail include residual gas,

A “barrel” shall consist of forty-two (42} United States gailons,
liquid measure, corrected to a temperature of sixty degrees (60)

Fahrenheit.

wommercial Well” means the first well in any geological fea~:
ture which, after testing for a period of thirty (30) consecutive
days where practical, but in any event m accordance with sound,
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accepted industry production practices, and verified by EGP(
is found to be capable of producing at the average rate of
less than three thousand (3000) barrels of oil per day (BOPD)
The date of discovery of a “Commercial Well” is the date
which such well is completed and tested acoording to the abow

(hy “A.R.E” means ARAB REPUBLIC OF EGYPT.

(i} “Effective date” means the date on which the relevant law

ferred to in Article X3XOX is issued or the text of this agreemen
is signed by the GOVERNMENT, EGPC and CONTRA

TOR, whichever is later.

{(f *Year” or "Calendar Year” means a period of twelve {1 mal
ths according to the Gregorian Calendar.

(F) “Financial Year” means the GOVERNMENTs financial yj
starting on July 1st, and ending on June 302k, according to
Gregorian Calendar, both dates being inclusive,

() *“Tax Year” means the period of twelve {12) rronths 26COR
to the Cregorian Calendar for which tax retums or reports
required according to any applicable income, profits or
tax law or regulation of the AR.E.

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

(i) 'I’hc share capital, conferring majnrlt}' of votes at
holders'mestings of such company, of wiﬂch is ﬂwncd
dy or indirectly by a party hereto :
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(1) Which is the owner directly or indirectly of share capital
conferring majority of votes at stockholders’ meeting of a
party hereto; or

(iif) Whose share capital conferring a majority of votes at
stockholders’ mectings of such company and the share ca-
pttal conferring a majority of votes of stockholders’ mee-
tings of a party hereto are owned directly or indirectly by
the same company.

ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area Covered and affcctcri

by this Agrcement, hereinafter referred to as “The Area”.

Annex “B” is an Hlustrative map on the scale of 1:250,0
indicating the Area covered and affected by this Agreement a

described in Annex “A”.

Annex “C” is the form of a Letter of Guaranty to be issu
by the National Societe Generale Bank, Cairo, Egvpt, and to
submitted by CONTRACTOR on the Effective Date of this Agr
cment, for the sum of six million (6.000. U'O'ﬂ) U.S. Dollars guatante
ing the execution of CONTRACTOR’s minimum exploration o
gations hereunder for the first three (3) year exploration perig
Such guaranty shall remain effective for six {6) months after t
end of the said three (3) year period except as it may be relea
prior to that time in accordance with the terms thereof. |

Annex “D” is the form of a Charter of the operating mmp:il‘

to be formed as provided for in Article VI hereof.

Annex “E” is the Accounting procedure.
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Annexes TA”, “BY, “C7, "D, and "E” to this Agreement awe

hcrtbyﬂ made part hereof, and they shall be considered as having
eqqual force and effect with the provisions of this Agreement.

ARTICLE 111
GRANT OF RIGHTS AND TERM

T Ly

The GOVERNMENT hereby grants EGPC, and CONTRAC-

TOR subject te the terms, covenant and conditions set out i
this Agreement, which insofar as they are contrary to or inconsistent
with any provisions of Law No. 66 of 1953, as amended, shall have

the force of Law, an exchusive concession in and to the Area descn-
bed in Annexes “A” and “BY.

@)

(b)

The GOVERNMENT shall own and be entitled, as hercin-
after provided to a royality In cash or in kind of Ten {10} prr-
cent of the total quantity of petroleum produced and saved from
the Area during the development period including rencwal.
Said -royalty shall be borne and paid hy EGPC and shall not
be the obligation of the CONTRACTOR. The payment of
soyaities by EGPC shall not be deemed 1o result in income at
tributable to the CONTRACTOR.

An initial exploration period of Three (3} years shall start from

the Effective Date.  Two (2) successive extentions to the nitaal |
exploration period of Two (2) years and Three (3) years shail
be granted CONTRACTOR at its option upon ninety days
prior written notice to EGPC and subject only to its having ful~
filled its obligations hereunder for the preceeding period. The
Agreement shall be terminated if no commercial discovery
is established by the end of the Eighth (8th) year of the

exploration period. However, such period may by nf}?itﬁ tu
EGPC be extended at CONTRACTOR’s option for up to s
months 1o cnable the completion of drilling and testing of any
well actually being drilied or sosted at the end of the ¥ighth



VA & g Ve B () mb YA a8 e S

Y\

b e B0 (2) 84S o g 43l A 4 P e oL
LA Y el Je 35 Y LS @ Sadl 5 e 32
Y SN

ool amak e S o Jalall g « Gl SLuSYI
3y GLESYI 3 ph O b o GLES am Sand
s Jh OB D L, df aslo¥l LY o 5T 51 4 e
Clbbia W LW G e e bl et BT Gl LIS
Sty b iy ¢ Vs @ ke Jpand! (o 8
Jolsall 48, ¢ aladt B 5 pualt Gl L1y ¢ Lt 4 Ll

o paogdb abadl g AW Gl Ll

Ao guma oY e oy e o (g bl GLASYY s a3

JAELl o g g o byl o5 OT lean s Gt Dol 0 lCH e
B sl 5y OF de i) bt GLESYL L1 ksl
Mon AT VTt ¢ bjlad e Gy GLESYI OV )3
e o1 GGt el 5 JLST o )b e Jle (g U
Il g1 4l SJE SLS o b e ) et (V) 2
SN L e e OF 0 W T gadl DLl 5,55 ¢ 5]
s> e sl e Y 4l (gl GLaSYL el
Shi G 4,Las o) lgde 5dndl WY ST 20 L

l:ﬂ._#_,_b 44:1-_5{_’,.!_;}6‘1.11 d-UJ_gi"n.LJL.:u_“ J‘...ll q._.ﬂ_:_rn,;'

IR ) I TS PN R N U R P

Sld piisy ¢ HlsWl 1A s el s ol Ll aras

3923 e b GV S sl LBl DELY G

o e gl GlasTy el D855 9 € gyl SL2S
+ Golad LS 5 ey o b Jalilly gV ad 53 5 g



o

VA A8Ae e 4dp Ve O () pF TA sadh e Ji o

rhiiuakini

[c)

—

{8th) year. Election by EGPC to undertake a sole risk venture
wunder paragraph &) immediately hereafter shall not extend the

exploration period nor affect the termination of the Agreement
as to CONTRACTOR.

“Commercial Discovery” @ After discovery of a Commercial
Well, CONTRACTOR shall undertake, as part of its explora-
tion program the appraisal of the discovery by drilling one ot
more additional wells, to determine whether such discovery
worthy of being developed commercially, taking Ito congidera-
tion the recoverable reserves, production, pipeline and terminal
facilities required, estimated crude il prices, and all other re-
levant technical and economic factors.

‘A Commercial Discovery may cousist of one producing reser-
voir or a group of producing reservoirs which after appraisal
is worthv of being developed commercialiy. CONTRACTOR
shall give notice of 2 Commercial Discovery to EGPC immedia-

tely after the discovery if considered by CONTRACTOR t0
be worthy of commercial development but in no event not later
than the complction of the second exploration appraisal weil,
or twelve {12} months following the dale of the disonvery of the
Commercial Well whichever is carlier; except the CONTRA-

CITOR shall also have the right to give such notice of Commer-
cial Discovery with respect to any reservoir OF reservoirs even
if the well or wells thereon are not *Commercial” within the
definition of “Clommercial Well™ if, in its opinion, a group of
reservoirs considered collectivelly, could be worthy of develop-
ment.

Following receipt of such notice EGPC and CONTRA-
CTOR shall meet and review all appropriate data with a view
to mutually agrecing upon the existence of a Commercial Dis-
covery. The date of Commercial Discovery shall he the date
EGPC and COONTRACTOR muteally agree that a Commer
cial Diseovory oxists
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If Crude Qil is discovered but is not deemed by CO '_
TR}ECT OR to be a Commercial Discovery under the abovd
provisions of this paragraph (c). EGPC shall, one (1) year aft :
the expiration of the period specified above within which CONy
TRACTOR can give notice of Commercial Discovery, n
eighteen (18) months after the completion of a well not r.:nn
sidered a “Commercial Well” has the right, following sixty { 6(1
days notice in writing to CONTRACTOR, at its sole cost, rish
and expense, to develop, produce and dispose of all Crude C
from the geological feature on which the well has been drilled;
Said notice shall state the specific area covering said geologicz
feature to be developed, the wells to be drilled, the producti
facilities to be mstalled and EGPC's estimated cost the '
Within thirty (30) days after receipt of said notice CONTF
CTOR may, in writing, elect to develop such area as prmnd
for in the case Commercial Discovery hereunder.  In such eveny
all terms of this Agreement shall continue to apply to tf

specified area,

1f CONTRACTOR celects not to develop such area,
specific area covering said geological feature shall be set asi
for sole risk operations by EGPC, EGPC shall be entitled to p&

w

form, or in the event Operating Company referred to in Artig

V] has come inte existence, to have Operating Company pé

form such operations for it at EGP('s sole cost, risk and e

pense.. When EGPC has recovered from the Crude Oil proc
ced from such specific area a quantity of Crude Oil, equal

value to three hundred (300) percent of the cost it has Incy

red in carrying out the sole risk operations, G CONTRACTO
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shall have the option, only in the event there has been a sepa- I
rate Commercial Discovery, to share in further development
and production of that specific area upon paying EGPC one
hundred (100) percent of such costs inourred by EGPC. Such
one hundred (100) percent payment shall be recovered by CON4
TRACTOR from Cost Recovery Crude Oil in the normal man-
ner for the recovery of expenses under Article VII {a). Imme-
diately following such payment the specific area shall either (i}
revert to the status of an ordinary development lease under thig
Agreement and thereafter shall be operated in accordance with
the terms hereof; or {11} altermatively, in the event that at sucly
time EGPC or its affiliated company is conducting ail deveic
ment operations in the area at its sole expense and EGPC electy
by notice to CONTRACTOR given within ten (10) days of the
payment by CONTRACTOR to continue operating, the ares
shall remain set aside and CONTRACTOR shall in addition tt
the recovery from cost recovery crude oil of the one hundreg
(100) per cent payment mentioned above only be entitled to 1
percentage of the Crude Oil as specified in Article VII (b} bele A
The sole risk Crude Oil shall be valued in the manner providg
in Paragraph (c) of Article VII. In the event of any termin:
tion of this Agrcement under the provisions of paragraph {}

above this Agreement shall, however, continue to apply
EGPC’s operation of any sole risk venture hﬂreunfler, althouy
such Agreement shall have been terminated with respect k
CONTRACTOR pursuant to the provisions of said paragray
(b) above.

el

B M

el

The development period shall be twenty (20) ycars from '_"
date of the first Commercial Discovery. This period may g
renewed for an additional period of Ten (10) years at the op

of CONTRACTOR upon six (6) months prior written nﬂtic?
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EGPC., Following -Commencial Discovery: the extent of

whole area capable of production to be covered by deveiopm‘
tease or leases shall be murually agreed upon by EGPC i
CONTRACTOR and be subject to the approval of the Ministg

of Petroleurn., >

i

Such area shall then be converted automatically into a dévg
lopment lease or leases without the issuance of any additiong
legal instrument or permission.

Development operations thereafter shall be started promig
thy by Operating Company and be conducted in gcoordane Wit

oil field practices and accepted petroleum engineering pg
nciples until the fieid is considered to be fully developed. Indl
event no commercial production of Petroleum in regular shif
ments is established in any of the blodks in which a Comme
cial Discovery is made within three {3) years from the Aate 4
Commercial Discovery, such block shall immediately be sunve

dered.

CONTRACTOR shall bear and pay all the costs and exp 0
required in carrying out all the operations undey this Agreemy

hut such costs and expenses shall not include any imterest
investment, and CONTRACTOR shall look only 10 the B
roleum to which it is entitled under this Agreement 1o ¥ecq
such costs and expenses. Such costs’ and expenses shali;
recoverable as provided in Article VII. During the term
this &grtément and its renewal, the total production achié
in the conduct of such operations shail be divided between EG
and CONTRACTOR in accordance with the provision

Arvicte VII.

i CONTRACTOR shall be subject to the laws in force i
ARE. and the political subdivisions thereof, which 1Ny
taxes on or are measured by income or profits, nchug
those laws imposing the commercial and industrial poy
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tax, rmunticipal tax, defense tax and national security tax on,
income and dividends paid with respect to shareholders
(hereinafter referred to as “AR.E.” “Income Taxes™) :
exoept as otherwise provided in the Agreement, sha
comply with the requirements of such laws with

to the filing of returns, the assessment of tax, and the k
ing for review by authorised persons of books and reco

Any AB.E. Income Taxes as described above whicl
may be levied against CONTRACTOR’s shareholders
a result of CONTRACTOR s activities under this
ment shall be the responsibility of EGPC.

It is expressly agreed and acknowledged that EGP 1
share of the volume of crude oil as determined under
VII mmcludes a2 volume of crude oil to meet the
TRACTOR’s ARE. Income Taxes as descnbed
in this paragraph, {} {1). EGPC agrees that proceeds
such crude oil volumes will be used to meet CONIR
TOR’s income tax Hability in AR.E. as and when due.

For purpose of applying paragraph {f) {1} of this Arti
the total taxable income of CONTRACTOR and

TRACTOR’s shareholders in respect of any Tax Y
should be an amount caloufated as follows :

(i} The total of the sums received by CONTRACT
from the sale or other disposition of ali Crude.
acquired by CONTRACTOR  pursuant to Arts

V11, paragraphs {a) and (b);
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(a) The costs and expenses of CONTRACTOR
which are allowed to be recovered in the Tax

Year under paragraph {a} of Article VII; and

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

{a} {2);
PLUS
{11} An amount equat to CONTRACTOR’s ARE. in-

come Taxes.

3. EGPC shall asume, pay and «ischarge, on behaif of
CONTRACTOR, CONTRACTOR's AR.E. Income
"Taxes out of the sums received by EGPC from the sale
or other disposition of its share of the Crude Qil.

4. EGPC shall furnish to CONTRACTOR the proper official
receipt evidencing the payment of CONTRACTOR’s
AR.E. Income Taxes, within sixty (60) days following the
receipt by EGPC of CONTRACTORs tax declaratim for
the preceding Tax Year. Such receipts shall be issued by

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

B} In calculating its ARZY Income Taxes, EGPC shall be enti
fled to deduct royalties paid by EGPC to the GOVERNMENT
and the ARE, Income Taxes of CONTRACTOR paid by

EGPC o CONTRACTOR's behalf
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ARTICLE 1V
WORK PROGRAM AND EXPENDITURES

DURING EXPLORATION PERIOD

{2} CONTRACTOR shall commence exploration operations here-
under not later than six (6) months after the Effective Date,
Not later than the end of the twenty fourth (24th) month after
the Effective Date, CONTRACTOR shall start Exploration
driling in the Area, with 2 commitment of drilling one (1) well
during the initial oxploration period,

BEGPC shall make available for contractor’s use all sctsmig,
well and other exploration data, in EGPUs possession with
respect to said Area,

{5 The initial exploration period shall be Three (3) years, CON-
TRACTOR may cxtend this exploration period for Two (2)
additional peried of Two {2} years and three {3) years respec-
tively, each npon a ninety {80} days prior written notice to
EGPC cubjuet to its oxpenditure of its minimum oxploration
obligations for each such period.

CONTRACT OR shall spernl 2 minimum of six millien
(6,000,000) U8 Daollars on exploration operations and acti-
vities relat~d thereto during the initial three {3} years explo-
ration period, including drilling of One (1) Well For
the first two {2) years period that CONTRACTOR clects to
mstend beyond the initial exploration period GONT RACTON
shall spend a minimum of five milion (5,000,600 11.S. Dollars.
Apd for the second three (3) years extension CONTRACGTOR
shal} spend a minimum of five millions (5,000,000) U.S. Dollars.-
Shonld CONTRACTOR spend more than the minimum amo-.
umt required to be expended furing the imtiat three (3} years
exploration period or dunng any period thereafter, the excess
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may be subtracted from the minimum amount of money T}
guired to be expended by CONTRAGTOR during any suc-.
ceeding exploration period or periods, as the case may be. .
In case GONTRACTOR surrenders its exploration ehiigaﬂmzs_l
in this Agreement as set forth above before or at the end ofy
the third (3rd} year of the initial period, having expended lesy
than the total sum of Six million (6.000.000) U.S. Dollars cid
expioration or in the event at the end of the third {Ged) }ff::&
CONTRACTOR has expended less than said sum in the Area
an amount equal to the difference between the said Six mithon
(6.000.000) U.S. Dollars and the amount actually spuﬁt ol €
ploration activities shall be paid by CONTRACTOR to EGPG
at the time of surendering or within three (3) months from
the end. of _the year of the initial exploration period, #
the case may he. Any expendlitare deficiency by CONTRAL
TOR at the end of any additional period for the reasorg
above-noted shall similarly, result in a payment by GON
TRATTOR w EGPC of such deficiency.  Provided thy
Agreement is still in force as to CONTRACTOR, CONTRAG
TOR shall be-mtitled to recover any such paymeds as expioy
ration expenditure i the manner provided for under Arti
VII in the event of commercial production.

Without prejudice to Artticle {11 (b}, in case no Lony
mercial Discovery is established by ‘he end of the Fighth (8th]
year, or aase DONTRACTOR surrenders its exploration
uhligations vader this Agreement priﬂr' to such time, EGE :
shall not bear any aforesaid expeases spent by CON’I‘RAk |

TOR.
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(¢} At least three (3) months prior to the beginning of each yeai'
or at such other times as may mutually be agreed to by EGPQ
and GONTRACTOR, CONTRACTOR shall perepare an Ex.
ploration Work Program and Budget for the Area setting forth
the exploration operations which CONTRACTOR proposes 1
carry out duning the ensuing vear. During the exploratiog
period, such Work Program and Budget shall be at least suf}
ficcent to satisfy CONTRACTOR's minimum expenditure ohy
ligations for the period it covers, taking into account any crediy
for excess expenditures by CONYRAGTOR’s m prior explo
ration period.

The Exploration Work Program and Budget shall b
reviewed by a  joint committee to be establish by G
and CONTRACTOR after the Effective Date of th
Agreement, This Committee, hereimafter referved to as the
“Fxploration Advisory Cornmittee”. shall unless otherwise agg
eed upon by EGPC and CONTRACTOR consist of four
members, two (2} of whom shall be appointed by EGPU
two {2) by CONTRACTOR. The Chairman of the Expl
ration Advisory Committee shall be designated by EGPC fr
among the members appointed by it. The Exploration Advi
sory Committee shall review and give such advice as it de
appropriate with respect to the proposed Work Program a
Budget. Following review by the Exploration Advisory ¥
mittee, CONTRACTOR shall make such revisions as GQ
TRACTOR deems appropriate and submit the Exploratd
Work program and Budget to EGPC for its approval. Foll

wing such approval, it is further apreed that :

{ii CONTRACTOR shall not substantially revise or modi
said Work Program and Budget nor reduce the appros
budgeted expenditure without the approval of EGPC.

(i) TYu the event of emergencies involving danger of loss of v

or property, CONTRACTOR. may expend such additioﬂé:

unbudgeted amounts as may be required 0 alleviate 50

danger. Such expenditure shall be considered in a{
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(d)

respects as exploration expenditure and shall be recovered
pursuant to the provisicns of Article VII hereof.

CONTRACTOR shall advance all necessary funds for ali ma-
terials, equipment, supplies, personmel administration and opera-
tions pursuant to the Exploration Work Program and Budge:
and EGPC shall not be responsible to bear or repay auy of the
aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmagclike manner and in consistence with
good industry practices. Except as is appropriate for the pro-
cessing of data and laboratory studies thereon, to be made m
specialised centers outside ARE,, all geological and geophys:al
studies as well as 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 competent Geneyi!
Manager and Deputy General Manager. The names of such
Manager and Deputy General Manager shall, upon appon:-
ment, be forthwith notified to the GOVERNMENT and to
EGPC. The General Manager and, in his absence, the Deputy
General Manager shall be entrusted bv CONTRACTOR with
sufficient powers to carry out immediately all lawful written dir-
cctions given to them by the GOVERNMENT or its repres n-
tative under the terms of this Agrecment. All Jawful regula-
rinns issued or hereafter tn be issued which are applicable here-
under and not in conflict with this Agreement shall applv to

CONTRACTOR.

CONTRACTOR shall supply EGPC, within thirty (30) days
from t'he end of each calendar quarter, with a Statement of
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Exploration Activity showing costs incurred by CONTRACTOR
during such quarter.  CONTRACTOR’s reeords and necessary
supporting docutnents shall be available for inspection by BEGPC
at any time duning regular working hours for three (3) montis
[rom the date of receiving caclhi Stutement.

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

-::ﬂnsic!ﬂrs :

(i) that the record of costs is not correct;

'-[ii} * that the costs of goods or services supplied are not in line

with the International market prices for goods or services
of similar quality supplied on similar terms prevailing at the
time such gﬂbds or services were supplicd, provided how-
ever, that purchases made and services performed with
- ARE. shall be subject to Ariicle XXV

(iii} that the condition of the materials fumished by GONTRA-
CTOR does not tally with their prices; or

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

CONTRACTOR shall confer with EGPC in connection with

the problems thus presented, and parties shall attempt to reach a

settlement which is mutually satisfactory. ¥ within the time

limit of the three (3) months period provided for in this parag-
raph. EGPC has not advised CONTRACTOR of its ohjection
to any statement, such statement shall be considered as approved.

CONTRACTOR shall xapply all funds necessary for its opera-
tions in A.R.E. under this Agreement in freely convertible our-
rency from abroad. CONTRACTOR shall have the right to
buy Egyptian currency whenever required and the CONVETsion
<hall be made at the local banks in the A R.E. according to the

Official A.R.E. Rate of Fxchange.
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ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the third (3rd) yvear alter the Effcctive Date herecf,
CONTRACTOR shall rclinquish to the GOVERNMENT a total

of twenty five square kilometers (25 km*) of the original Area not then
converted to a development lease or leases,

At the end of the fifth {5th) year after thc Effective Date herest,
CONTRACTOR shall relinguish an additinnal twenty five square
kilometers (25 Km*) of the original Ar~a not then converted to a deve-
lopment lease or Jeases.

Without prejudice to Article IIT and XXI, at the end of the ex-
ploration period, CONTRACTOR shall relinquish the remaiader
of the original Area not then converted to a development fease or
leases.

VOLUNTARY

CONTRACTOR may, voluritarily, during any period relinguish
all or any part of the Area provided that at the time of such voluntary
relinguishment its financial obligations for exploration expenditure
uncler Article TV paragraph (b) have heen satisfied for such period.

Any relinquishments hereunder shall be credited toward the

mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter, ex
cept for the relinguishment provided for above at the end of the
total exploration period.
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-ARTICLE Vi

OPERATI ONS AFTER COMMERCIAL DISC(JVERY

On Commercial Discovery, EGPC and CONTRACGTOR shall

form in the A R.E. an opcrating company which shall be called
NEBWI{ Petroleurn Company hereinafter referred to as Nepetso

ov as Operating Company. The laws and regulations in foree in
the A.R.E., to the-extent that such Jaws and regulations are ot

inconsistent with the provisions of this agreement or the charter
of Nepetm shalf Ep}'ﬁ} tor the ﬁi}f‘r"ttiﬂﬂﬁ of Nepetoo,

However, Nep{,tm shall, for the purpose of this Agrﬂanent, he

exempted from the fﬂi%{m ing laws and regulations as now of
hereatter amended or suhstituted

Iﬁh—*_ﬁ& 2‘89{ 1954 on Ckﬁ%}{_}&i}iﬁg,_ ag amended :

f.aw No. 141 of 1963 on Representation of Empinyf*tts arnt
Warkers an the Boards for Companies,

Lah Mo, ﬁﬂ oof 1{}?1 11 i‘t;hh{ Institntirns and Public Se-
ot Ulnite;

Law N, 97 of 1876 nrganising dealings in forcign curren-
¥
cies.

Law No. 48 of 1878 un the g:;;rf-ﬁ-fgulaﬁmg of Pablic Clom-
panies; | - .
Presidential Decree No, 1868 of 1974 restricting some ¢on-

tracts of Works of the Omvernanent o Publie Institutions
and Covpeoraticns gnd Puhlic Seetor Units.
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(b}

{d}

The Charter of Nepetco i hereto attached as Annex “D”,
Within thirty {30) days after the date of corumercial discovery,
the Charter shall take effect and Gpﬁratmg Company shall
automatically come 'inte existence, without any further proce-
dures,

Ninety (90} days after the date Operating Conmpany comes into
existence in accordance with paragraph (b} above, it shall pre-
pare a development Work Program and Budget for the remain.
der of the year in which the Commercial Disoovery is made; and
not later than the first {15t} of September of said year {or such.
other date as may be agreed spond and the first (1st) of Septem-
ber of each year thereafter, Nepeo shall prepare an annual
Production Schedule, Work Program and Budget for the suc-
ceeding year, The Production Schedule, Work Program and
Budget shall be submitted to the Board of Directors for approval.

Not Iater than the twentieth (20th! day of each month, Operac-
ing Company shall furnish to CONTRACTOR a written estima-
te of its total cash requirement for expenditure for the first half
and the second half of the succeeding month expressed in U8
Doliars having regard to the approved budger. Such estimate
shall take into consideration any cash expected to b on hand at
moath end.  Payment for the appropriate period of such month
shall be made to the correspondent hank designated in paragraph
(e) below on the first day and fiftcenth day respectively, or the

next following business day, if such day s not 2 business day.
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(¢) Operating Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be
used for payment for goods and services acquired abroad aml
for transferring to a local bank in the A, R, E. the required
amount to meet expenditures in Egyptian Pounds, for Operating
Company in connection with its activities under this Agreement.
Within sixty (60} days aftcr the end of each Financial Year, Ope-
rating Company shall submit to the appropriate exchange con-
trol authorities in the A.R.E. a statement, duly certified by a re-
cognised firm of auditors, showing the funds credited to that ac.
count, the disbursements made out of that account and the bala-
nce outstanding at the end of the year.

{fY Notwithstanding anything to the Contrary under the Conces-
sion Agreement, EGPC shall control the design and route of thr
Pipelines proposed by the CONTRACTOR and shall control in
agreement with the CONTRACTOR the use of the extra capa-
city of any and all the facilities owned or used by CONTRAC:-
TOR or the joint Company. . However the Owner (s) of such
facilities shall in return for such use be entitled to a reasonable
amount as may be deemed-appropriate by EGPC and the CON-

TRACTOR.

ARTICLE VII
RECOVERY OF COSTS AND FXPI‘N‘EE

AND PRODUCTTON SHARING

(a) (1) Cost Recovery Crude Oil. ) |
Subjﬂct to Ith_e E;ulgliting provisionn under this ﬁgl‘f:ﬂnlli‘.fff..
CONTRACTOR shall recover all costs and expenses il
regpect of all the exploration development and related
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perations under this Agreement to the extent and out ol

thirty (30} percent per annum of all Crude Qil produced
and saved from all developraent leases hereunder and not

used s Petroleum operations.  Such Crude 04 & herewns
after referred to as “Cost Recovery Crude 087,

Such costs and expenses shall be recovered from Cost Re-
covery Crude Ol in the following manner;

&

All Operating Expenses, incurred after mutial Loms
mercial Production, which for the purposes of :his
Agreement shall mean the date on which the first re-
gular shipiment is made, shall be recoverable starting in
the Tax yeas in which such costs and expenses are in-
curred and paid or the Tax Year in which mtial Co-
mmercial Production coramences whichever 1s Jatet,

Exploration Expenditures including those aceumulateed
prior to the commencement of initial Commercial
Productions, which for the purposts of this Agrecmon?
shall mean the date on which the first regular ship«

“ment is made, shall be recoverable at the rate of Twe-

aty five {25} percent per annum starting in the Tax
Year in which such expenditures are Incurred and pay’
or the Tax Year in which initial Commercial Prodn
tion ooramences whichever is later,

(iii) Decvelopment Expenditures.  including  thaese acca-

raplated prior to the commencement of nitial Lom-
mercial Production shall be recoverable at the sate of
twelve and a half {12.5) percent per annum starting
in the Tax Year in which such expendituresare mc-
urred and paid or the Tax Year in which initial Gous-
mercial Production commences, whithever i later,
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(iv) To the extent that, in a T'ax Year, costs,  expenses or
mpmdatmr recoverabic per paragraphs (i}, (1) and
(i) preceeding exceed the value of all Cost Rtﬂﬂ?ﬁt‘y
Chrude Qil for such Tax Year, the excess shall be car-
‘ied forward for recovery in the next suecceding Tax
year or years until fully recovered, but in no case after

the termination of the Agreement, as to CONTRACG-
“TOR

{v Fm the puq:hsa of determuning the classification of
all costs, expenses and expenditures for theyr recovery,
the fﬂﬁmnng terms shall apply; .

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

2. “Development Fxpenditures” shall mean all costs

“and expenses for development with the cxc{*ptmn
of operating expenses.

3. “Operating Expenses” shall mean ali COsts, expen-
 -ses and expenditures made after initial Commer-
“cial Production, which costs, expeises aid cxpen-

dlturrs are not normally depreciated.

o

=

{Ji} it IH undfmtm:ci atidd agroed upon that the recovery of
“cogts” anct @dpenses as based upon the rates referred
.“above, shall be allocated 1o ﬁrh cuarter proporiiona-
tely (one. fourth to cach quarterl. Howoever any allow-
~able costs gl exponses pot reowered n one QUL
as thos allocated . shall be carried forward for recovary

1 the succreding oyt

CONTRACTOR shall cach yeur take and sepaxatety dis-
pose of all Cost Recovery Crude Oif produce d, excrpt as
prnwdﬁl in sub-paragraph (a) {3} below of this Articte VIT,
plus its share of the balance of the Crude Qil as stipulated
in paragraph (b) helow of this Article ViT, To the extent
that the value of the Cost Recovery Crude Oil {as deter-
mined in sub-paragraph {6} {helow) exceeds the actusd

i3
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recoverable costs apd expenditures, including any carry foxe
ward from paragraph (a) {1} {iv} above, to be recovered in
that vear, the value of such excess Cast Recovery in.de
OF actually taken and separately disposed of by CON-
TRACTOR shall be paid by CONTRACTOR to EGPC
in the manner set forth in Article IV of the Accounting
Procedure contained in Annex “E” and CONTRACTOR
shall be deemed to have purchased such excess Cost Reco-
very Crude Oil. ‘ |

ot

Ninety {90} days prior to the commencement of each year
EGPC shall be entitled to eiect by notice in writing to CON-
TRACTOR to take delivery in kind, ¥.O.B. export ter-
minal or other agreed delivery point, of up to 30 percent
of any excess Cost Recovery Crude Ol for that year, andl
thereby reduce the amount to be purchased by CONTRAC-
TOR in the same percentage amonnt.

(6} Preduction Sharing
The remainine Scventy (70) percent of the Crude Oil shali

be taken and disposed of scparately by EGPC and CONTRAL
TOR according o the following incremental scale @

Crude Ot produced and saved toips CONTRACTOR
uncler this Agreement and not Sh e Shgre
used in Petroleum operations -

hareels per day

The first one hundred thousand {100,000} 80 20
The next one hundred thousand {100,000} 83 17

[ ail pl‘f}ﬁﬁcﬂﬂn abhove two hundred |
thousand (200,000 85 15
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{¢) 1, It is the intent of the Parties that the value of the Cost
Recovery Cirude Oil shall reflect the prevailing market
price of Crude Oil.  For the purpose of evaluating the

prevailing market value of the quantity of Cost Recovery
Crude Qi to which CONTRACTOR is entitled hereunder

during each calendar semester, the weighted average price

realized for comparable quantities on comparable credis
terms m freely convertible currency from F.O.B. point of

export sales to non-affiliated companies during such se-
mester at armslength by either EGPC or CONTRACTOR

under all Crude Oil sales contracty currently in effect, but
excluding crude oll spot sales not consistent with pre-

vailing market prices for similar Crude Oil and alo
exoluding f:imde (il sales coniragts involving barter,

whichever is higher, shall be used. It is understood
that in the case of G.LF. sales, appropriate deductions

shall ¢ made for transport and insurance charges to cal-
culate the F.O.B. point of export price; and abvays taking

into account the appropriate adjustment for quality of
crude oil, freight advantage or disadvantage of port of
loading and other appropriate adjustmaents. Nevertheless,

if CONTRACTOR considers the value of the Cost Re-

covery Crude Oil so determined not to reflect the market
conditions prevailing during the calendar semester, GON-

TRACQTOR and EGPC shall meet and mutually agree
upon the price.

2, If during anv calendar scmester there are no sucli sales by
EGPC or CONTRACTOR under Crude Oil sales con-
tracts currently in effect, EGPC and CONTRACTOR shall
meet and rartually agree upon the price of Crude Oil to be

. ised in deterraing the value mentioned in sub-paragraph
(o} (1), above, -Pending such- mutual agreement the price
used. shall be the last price determined pursuant tn sub-
é}aragmph' (c) {1). or under this sub-paragraph {cy (2}
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whichever Is later, and appropriate adjustment will be
made thereto after determination of a mutually agreed
price by EGPC and CONTRACTOR.

(d) Operating Company shall prepare {not less than nincty (90)
days prior to the beginning of each calendar semester following
regular production and furnish in writing to CONTRAGTOR
and EGPC a forecast setting out the total quantity of petroleum
that Operating Company estitnates can be produced, saved
and transported hereunder during such calendar semester in
accordance with good oil industry practices, Operating Cotn-
pany shall endeavour to produce cach calendar semester the
forecast quantity.: The Crade Ol shall be run to storage tanks
constructed, maintained and operated acoording to Goverament
Regulations, by Operating Company in which said Crode Oit
shall be metered on otherwise measure for royalty, and the
sther purposes required by this Agreement.

(s} CONTRACTOR shall have the right and the cbligation to

separately take and dispose of currentlv all of the Crude OF
o which it is entitled ag is determined in accordance with stiby-

paragraphs {a) and {(b) of this Article. Subjet to payment of
sums due EGPC under Articles VI (a) (2, and IX, CON-
TRACTOR shalt have the right to. retain abroad ali funds
acquired by it abroad including the proceeds from the sale of

itg share of Crude Ofl exported,

" ARTICLE VIII
TITLE TO ASSETS

e — A

(e} FGPC shall become the owner of all assets acquiced and owned
hy CONTRACTOR in connection with the operations carned
out by CONTRACTOR or Operating Company in acoordance
with the followmg : f -

{.  Land shall bectme the property of FGPG as soon as 1t ¢
rmrchased.
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(c)

2, Title to fixed and movable asseiz shall be transferred auto-
matically and gradually from CONTRAGTOR to EGPC
as they become subject to depreciation in accordance with
the provisions of Article VII, however, the full title to
fixed and movable assets shall be transferred autornatically
from CONTRACTOR to EGPC at the end of the year
when its total cost has been recoversd by CONTRAL.

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

first occurs.

The Book Value of the Assets created during each calen-
dar guarter shall be communicated by CONTRACIOR w
EGPC or by Operating Company to EGPC and CONTRAG.

TOR within thirty {30} days of the end of each quarter.
During the term of this Agreement and the reiewal petriod

CONTRACTOR and Operating Company are entitled to the
full use in the Agreement Area, and other Area approved by
EGPC of all fixed and movable assets,. CGONTRACTOR and

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

CONTRACTOR may freely import into ARE, use theren
and freely export at the end of such use machinery and coqup

ment which it either rents or leases in accordance with pood.
industry practices. |

ARTICLE X

SIGNATURE AND PRODUCTION BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
aura of five hundred thousand (500,000) US Dollars on the

Féteonive Date,
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{f)

CONTRACTOR shall pay :
The sum of Two million {2,000,000) US Dollars as a Pro-

duction Bonus when the total average daily production fust
reaches the rate of Fifty thousand (50,000) barrels per day fu
a period of thirty (30} consecutive producing days.

CONTRACTOR shall pay also -

The Sum of Four million (4,000,000) US Dollars as a Pre-
duction Bonus when the total average daily production first
reaches the rate of One Hundred thousand (100,000} barrels
per day for a period of thirty (30} consecutive producing days:

CONTRACTOR shall pay also :

The sum of six million (6,000,000} US Dollars as a produ-
ction Bonus when the total average daily production first rea-
ches the rate of One hundred fifty thousand {150.000) barrels
per day for a period of thirty (30) consecutive producing days.

Both aforesaid Sipnature and Production Bonuses shall neither
be recovered nor amortized by CONTRACTOR.

In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT () hereia-
above, production from such sole risk area shall be considercd
for the purpose of this Article IX only if CONTRACTOR
exercises its option to share in such production, and only from

the initial date of sharing.
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ARTICLE X
OFFICE AND SERVICE OF NOTICE

Aakmrmy = i et -y = 1 "4 At rir—— . — - capafel L. W — -

CONTRACGTOR shall maintain an office in ARE. at which
rotices shall be validly served.

The CGeneral Manager and Deputy General Manager shall be

catrusted by CONTBACTOR with sufficient power to carry ot
immeditately all local written directions given to him Ly the
GOVERNMENT or #ts representaives uander the terms of Lhas
Agreement, All lawful regulations issued or hereafter to be issued
which are applicable hereunder and not in conflict with this Agre-
ernent shall apply to the duties and activities of the General Maga-

ger and Deputy General Manager,
All matters and notices shall be deemed to be validly scrved

which are left at the office of the General Manager or which are
sent to him by registered mait or telex to CONTRACTOR s office

in A RE,

All matters and notices shall be deemed to he validly served
which are left at thé office of the Chairman of EGFC or which are
sent to him.by registered mall or telex at RGPCs main office in-

{Cairo,

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

{a) Operating Company shali take all proper measures, according
to generally accepted methods in use in the oil industry to pre-
vent loss or waste of petroleum above or under the ground i
apy form during drilling, producing, gathering and distributiag
or storage operations. The GOVERNMENT has the rightto
prevent any operation on any well that it might reasonably
expect would vesult in loss or damage 0 the well or the ofl

field.
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6 Upon complrtion of the dnliiug of a productive well, Operating
Corpany shall fnform the GOVERNMENT or its represen:-
tative of the time when the well wilf be tﬁsttfl and the production
rate ascertamed.

() Except in instances where I’IIUIUPIL producing formations in dhe
-sacoe welt can only be produced ecunomically through 2 single
tubing string, Peiroeum shail not be produced from mudtiple
oll carrying zomes thrwgh one string of tubing at the same time,
except with the prior. appmvai of the G(}VERWMENT OF 13
representative.

(o) Qperating Company shall record data regar:img' thﬂ quunﬁgﬁ
of petroleum and water pmducccf monthly from each develop-
ment lease, Such data shall be sent 10 the GOVERNMENY
or its representative on the special forms provided for, that
parpme within thitty {30} days after it is obtained. Dally or
weekly statistics regarding the production from the Area shall
be awailable at all reasonable times for examination by autho-

 riped rt:prtsmmtzw of the GOVERNMENT,

(e) I)a:i}f dnlhng rec:ﬂrds and the gr&ph:f: logs af wells st show
the guantity and type: of cement and the amount of any ma-

terials uded . in. the well for the .purpose of protecting pet-
roleam gas. hﬁarmg or fresh water strata.

Any substantial change of mechanical mmlitxﬂﬂs of the well
after its completion should be subject to the appml of the repre-
sentative of the GOVERNMENT.

ARTICLE XIi

CUSTOMS EXEM PTIONS

(o} EGP, GGNTRACT{}R Operating Company and their con-
tractors and sub-contractors engaged in carrymg on operations.
wirder this Agreement shall be permitted to import and shall Ix:
exempted from customs dutics, with respect to the itmportation
of machinery, equipment, vehicdes, matenals, sopphes. consus
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{b)

{£)

)

mable iems, foodstulfs and moveable property when certified
by responsible representative of EGPC, to ba used solely in

carrying on operations under this Agreement.

Fach expatriate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contrac¥s shall Le
permitied to import and shall be exempted from all eustoms
duties with respect to the reasonable importation of houschold
goods, consumable 1tems, foodstuffs and personal effects inclu-
ding one automobiie provided however, that such properties ate
imported for the sole use of the employee and his umily and
provided further, that no such property imported by the em-
ployee shall be resold by him in the A R.E. except in accordance
with GOVERNMENT' regulations.

The exemption provided in {2} of this Article shall not apply
to any imperted items when EGPG considers and shows that
items of the same, or substantially the same, kind and quality
are manufactured locally and are available for purchase and
timely delivery in the ARE. at a price not higher than ten
{10} percent more than the oost of the imported item before
custorns duties, but after trangportation and insurance ocosts have

beenn added.

Any of the items imported into the ARE. cither exempted or
not-exempted from customs duties, taxes or imposts under this
Artigle may be exported by the importing party at any time
without the payment of any cxport duty, or unpast,

[Ised but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the AR.E. pro-

vided that the purchasers pay the applicable customs dntics,
caxes or imposts, # any, cxeept if sold to EGPO or an af-

filiated company of EGPC.
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Material equipment and goods so damaged or used as o be
non-serviceable and which are classitied by CONTRACTOR or
Operating Gompany as scrap or hunk (any such CONTRAC.
TOR’s appraisal being subject to EGPC approval and any such
Operating Company’s appraisal being subject 10 BGPO and
CONTRACTOR approval) may be sold as srap or mok
without payment of customs duties, taxes or impeosis.

T the event of such sale under sub-paragraphs (¢} and {f} above,
the proceeds from such sales shall be divided in the following
manmer. CONTRACTOR shall be entitled to reimbursement
of its unrecovered cost, if any, in such material or eguipment
and the excess, i an}r; shall be paid to BEGPC.

“Customs duties”, as used herein, shall include all duties, taxes
or imposts {except those oharges paid to the GOVERNMENT
for actual services rendered), which are payable as a result of
the importation of the ftem or items under consideration,

There shall be no lcence required, and CONTRACTOR,

ECGPC and their respective buyers shall be exempted from any
duty. tax; fee or any other financial impost in respect of the

export of Petroleum hereunder.

At a reasonable thime prior to the commencement of Commereial
Production EGPC and CONTRACTOR shall meet and agres
upon a procedure for scheduling tanker hftings from the agreed

upon point of export.
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ARTICLE X111
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{a) EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A R.E. books of account,

in accordance with the Aocounting Frocedure in Apnex “E”
and accepted accounting practices generally used in the pewo-
leum industry, and such other books and records as may be ne.
cessary to show the work performed under this Agreemeny, in-
duding the amount and value of all petrolewrn produced and
saved herednder. CONTRACTOR and Operating Company

shall keep rheir books of account and accounting reoords in Un-
tedd States Dollars, Opérating Company shall furnish to the

GOVERNMENT or its representative monthly returng show-
ing the aroount of petroleum produced and saved hereunder,

Such returns shall be prepared I the form required by the
GOVERNMENT, ar its representative and shall be signed by

the General Manager or by the Deputy General Manager or
duly designated deputy, and delivered to the GOVERNMENT

or its representative within thirty {30) days after the end of the
month covered in the retum.

{b} The aforesaid books of account and other books and records
referred to above shall be available at ali reasonable timey for
inspection by duly authorized representatives of the GOVERN-

MENT.

&) CONTRACTOR shall submit to EGPG 2 Profit and Loss
Statement for the Calendar Year not later than March 15 of
the following year to show its net profit or loss from the petro-
Jewn operations under this Agreement for such year,

CONTRACTOR shall at the same time submit a year end
falance Sheet for the same Calendar Year o RGPU.
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(e}

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement in foree, maintain aocu-
rate and current records of i operations in the Area hercunder.
CONTRACTOR and/or Operating Campany shall furnish the
GOVERNMENT or its representative, in conformity with
applicable regulations or as the GOVERNMENT or Us repre-
sentative may reasonably require information and dat concern-
ing ity operatiors umder this Agreement, |

CONTRACTOR and/or Operasing Company shall save and
keep for a reasonable period of time a representative portion of
cach sample of, cores and cuttings taken from drilling welly, to
be disposed of, or forwarded o the GOVERNMENT or ity rep-
resentative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR mnd/or Operatimg
Company for its own purposes shall be considered available for
inspection at any reasonable time by the GOVERNMENT or its
representatives.  Any such samples which CONTRACTOR or
Operating Company has kept for a pexiod of twelve (12) months
without receipt - of .instructions to forward them o the
GOVERNMENT or its representatives or elsewhere may be
Aienewed of by CONTRACTOR or Operating Compuny at it
discretion,

Unless otherwise agreed to by EGPC, in case of exporting any
rack samples outside AR E., samples equivalent in size and qua-
Hty shall. before such exportation, be delivered to EGP(C as re-

presentative of the GOVERNMENT.

Originals of records can only be exported with the permision
of BGPC; provided, bowever, that magnetic tapes and any ?th;r
data which must be processed or analyzed outside the ARE
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may be exported if a monitor or a comparable record, if availa-
bie, is maintatined in. The A.R.E. and provided that such ex-

ports shall be repatriated to A RE, on the understanding that
they belong to EGPCL

(¢) During the period CONTRACTOR is conducting the explora-
tion operations, GONTRAUTOR shali permit EGPC through
EGP(’s duly autohrized representatives or employees to have full
and oomplete aocess 1o the Area at all reasonable times with the
right to observe the operations being conducted and to inspuct
all assets, records and data kept by CONTRACTOR. EGPO's
repregentative, in exercising its rights under the preceding sen-
tence of this paragarph {¢}, shall not intercfere with CONTRA-
CTOR’s operations.  CONTRACTOR shall provide EGPC
with copies of any and all data (including, but not limited to,
geological and geophysical reports, logs and well murveys) m-
formation -an interpretation of such data, and other miorma-
tion in CONTRACTOR's possession.  All such data and infor-

mation shall be strictly confidential and shall not he divulged
by EGPC except to affiliated companies, or by the GOVERN-
MENT without the consent of CONTRACTOR  while this
Agreement remains in force.  However, for the purpose of ob-
taining new offers, the GOVERNMENT may show any other
party geophysical and geological daia {the age of which 1s ant
less than one vear) with respect to the Area adjacent to the Area
of such new offer.

ARTICLE XV
RESPONSIBILITY OF DAMAGES

CONTRACTOR shall entirely and solely be responsible mn law
toward third parties for any damage caused by CONTRACTOR's
exploration operations and shall indemnify the GOVERNMENT
and Jor EGPC against all damaees for which they may be held liahte
an account of any such aperatinns.
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GOVERNMENT and/or EGPC shall give notice to GON-
TRACTOR of any claim or ocourence in respect of which they pro-
pose to invogue the provisions of indemmity and shall give CON-
TRACTOR the opportunity to investigate repudiate or otherwise
deal with any matters that may anse from wch of a daim.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATITYES

Duly authorized representatives of the GOVERNMENT shall
have access to the Area covered by this Agreement and {0 the tpém-
tions conducted thereon. . Sich represcmtatives may examine the
books, registers and records of EGPC, CONTRACTOR and Ope-
rating Compan¥ and make a réasonable mamber of surveys drawings
and tests for the purpese of enforcing this Agreement. They shal,
for this purpose, be entitled to make reasonable use of the machinery
and instrurnents of CONTRACTOR or Operating Conpany on the
condition that no danger or impediment to the operations hereunder
shall arise directly or indireotly from such use. The GOVERN-
MENT shall indemnify and reimburse CONTRACTOR. or Operat-
ing Company for any loss or damage which may in fact result from
any such use of said machinery and instruments. Such represen-
tatives shafl be given reasonable asistance by the agents and emplo-
vees of CONTRACTOR or Operating Company s0 that none of the
activities shall endanger or hinder the safety or efficiency of the ope-
rations. CONTRACTOR or Operating Company shall offer such
representatives ali privileges and facitities accarded to its Dwan em-
pluyees in the field and shall provide them free of charge, the use
of reasonable affice space and of adequately fumished housing while
they are in the field for the purpose of facilitating the objectives of
this Article. Any and all information obtained by thr GOVERN-
MENT or its representatives under this Article XVT shall be kept
confidential with respect to the Area and shall not be disclosed dur.
ing the terms of this Agreement without prior written consent of
EGPC and CONTRACTOR.
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ARTICLE XVII

[ TRRFTITTTTITS

EMPLOYMENT RIGHTS AND TRAINING OF

ARAB REPUBLIC OF EGYPT PERSONNEL

{a} Itis the desire of EGPC and CONTRACTOR that operatious
herennder be conducted in a business-like and efficient manner.

(b)

(¢)

(1)

(2)

The expatriate administrative. professional and techiical
personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the con-
duct of the operations hereunder, shall be granted a resid-
cnce as provided for in Law No. 89 of 1960 as amended
and Mimsgterial Order No. 2 of 1963 as amended, and
CONTRACGYOR agrees that all immigration passport.
visa and employment regulations of the AR.E., shall be
applicable to all alien employees of CONTRACTOR work-
ing in the ALRE.

A minimum of twenty-five (25) percent of the combined
salaries and wages of each of the expatriate adminis-
trative, professional and technical personnel employed by
CONTRACTOR or Operating Company shall be paid
monthly in Bgyptian Currency. On final repatriation
such personne! shall have the right to vemit abroad m US
Diollars or other currencies the unused portion of Egyptian
Carreney in excess of twenty-five (25} percent of such per-
sormel’s salary,

CONTRACTOR and Qperating Company shall each select its
einployees and determine the number thereof. to be used for
operations hereunder,

CONTRACTOR shall, after consultaiton with EGP(EL prepare
and carry out specialized training programs for all its AR.E.

smplovees engaged in operations herennder with respect o ap-
nlicable aspects of the petroleum Industry. CONTRACTOR
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(d)

(b}

(€}

and Operating Gompany will undertake 1o replace gradually
their non-executive expatriate staffs by qualified nationals as
they are available.

During the period when CONTRACTOR 15 conducting Ex-
ploration, CONTRACTOR shall give mutually agreed num-

hers of EGPC employees an opportunity to attend and partici-
pate in CONTRACTOR’s and CONTRACTOR’s affilate

training programs relating to explorvation and development ope-
rations,

ARTICLE XVl
LAWS AND REGULATIONS

CONTRACTOR and Qperating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof) as amended by
Law No. 86 of 1956 and the regulations issred for the inplemea-
tation thereof including the regulations for the safe and effi-
cient performance of operations carried out for the csecution
of this Agreement and for the conservation of the petroleumn
resources of the A.RE. provided that no regulations, modifi-
cation or mterpretation thezeof shall be comrary 9 or Mcenass-

tent with the provisions of this Agreement.

EGPC and CONTRACTOR shall be exempted from all taxes,
except as prowvided in  Article I paragreph (f} for wesme
taxes. with respect to the extracting, producing cxporting or
transporting of petroleum hereunder. CONTRACTOR shalt
also be exempted from zny tax on capital,

The nighty ancd obligations of BEGPC and CONTRACTOR
under, and for the effective teyre of this Agre mm,sﬁﬁibﬁ
governed by and in accordance with the provisions of this
Agreement and can only be altered or amended by the mutual

agreement of the said contracting. parties.
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{fy The contractors and sub- contractors of CONTRAUTOR and.
Operating Company shall be subject to the provisions of this
Acreement which affect them. 1In so far as all regulations
which are duly issued by the GOVERNMENT apply from
time o time and are npot in accord with the provisitns of ths
Agreement, such regulations shail not apply to the GONT.-
RACTOR and sub-contractors.

ARTICLE XIX
" RIGHT OF REQUISTTION

{a) In cese of national emergency due to war or Imminent expecia-
tion of war or internal causes, the GOVERNMENT may requ-
isition all or part of the production from the Avea 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

relatedd faciiies

{5) In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or ther vepresen-.
tative by registered letter, with acknowledgement of veceipt,
to express their views with respect to such reguisition,

{¢) The requisition of production shail be effected by Ministerial
Order, Any requisition of oil field itself, or any related facili-
ties shall be effceted by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

{d) In the event of any requisition as provided above, the
GOVERNMENT shall indennify in full EGPC and CONT-
RACTOR for the period during which the reguisiion is mam-
tained, including :

{1} All damages which resuit from such requisition,
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{2} Full payment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of soch pro-
duction, 5

However, any damage resnlting from ensmy attack is not within
the meaning of this subparagraph {d).  Paymoent herrunder
shall be made to CONTRACTOR in TS, Dollars remittable
abroad. The price paid w CONTRACTOR for Petrrdenm
taken shall be caleulated In accordanoe with Article Vi1 parag
raph {¢},

ARTICLE XX
ASSIGNMENT

{2) Either EGPC or CONTRACTOR shall be entitied to assign
in whole or in part its rights, privileges, duties and obligations
under this Agreement, provided that @

(1} The proposed assighee or assignees must produce reason-
able evidence to the GOVERNMENT of its or their fin-
ancial amd technical competence.

The GOVERNMENT approval to assenment shall be
first obtained.

arating
P
"t

{3} The instrument of assignment must include provisions
stating precisely that the assignee is bound by all erms
and provisions contained in this Agreement and anv mo-
dification or additions in writing that up to such time may
have beent made. A draft of such instrument of assignment;
shall be svhmitted to the GOVERNMENT for review ﬂﬂﬂ’
approval before being formally executed.

{4} The obligations of the assignor arising from  this
Agreement must have been duly fulfilled as of the date
such request is made or assignor and assignee jointly and
severally guarantee fulfillment of any uwnfulfilied obliga-
tons of assignor in accordance with the terms of this
Agreement,
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() Any assignment made pursuant to the prowsions of this Article

shall be free of any transfer or related taxes, charges or fees.

(c) Notwithstanding the foregoing provisions of this Article XX,
egthcr EGPC or CONTRACTOR shall be free 10 assagn 165
rights, privileges, duties and cobligations under this Agreement

to an affiliated Company.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

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

(1) If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration
for the execution of this Agreement ;

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

(3) If it is adjudicated bankrupt by a court of competent

jurisdiction ;
(4) 1If it does not comply with any final decision reached as

the result of court proceedings conducted under Article

XX1II paragraph {a) hereunder ;

(5} 1If it intentionally extracts aty mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT, except such cxtractions
as may be unavoidable as the result of operations conduc-
ted hereunder in accordance with accepted petrofenm m-
dustry practice and which shall be notified to the GOVER.

NMENT or its represcntative as soon as possible ; and
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(6) If it commits any material breaoch of this Agreement or
of the rrosdsions of iaw No, 63 of 1653, as amended by
law No. 86 of 1956, which are not ﬂxpremly contradicted
by the provisions of this Agreement. Such cancellation shall

- take place without prejudice to any rights which may nrave

. accrued to the GOVERNMENT apainst CONTRACTOR
in accordance with the provisiens of this Agrecment, and,
in the event of such.cancellation, GONTRACTOR shall

have the right to remove from the Area all its personal
property.

(b} 1If the GO?ERNMENT deems that one of the aloresaid causes

fntlur than a fnrce ma]eure causc referred to in Avuicle XXIT

hereof) exists to cancel this Agrecment, the GOVERNMENT

shall gwt CDNTMCTOR ninety {90) days written notice per-
sunally served on CONTRALTOR s General Manager in the
“legally official manner and receipt of which is acknowledged
by him or by his legal agents to remedy and remove such
cause ;huf if for any reason such service is imposstble due to
unnotified  changé of address, publication in the Official
Joumal of the GQVERNMEE}T of such notice shall be con-
sidered as validly served upon CONTRACTOR. I[f at the end
of the said ninety (90) days notice period such cause has not
been remedied and removed, this Agreement may be cancelted
forthwith by Order or Presidential Decree as aforesaid; pro-
vided however, that if such cause, or the failure to remedy -or
remove such ‘Cause, results from any act or omission of one

party, cancellation of this Agreement shall be effecuive only
against that party and not as against the other party hereto.
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(a)

(b)

ARTICLE XXII

FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be execused if, and to the extent that, such non-
performance or delay is caused by force majeure. The period
of any such non-performance or delay, together with such period
as may be necessary for the restoration of any damage done dur-
ing such delay, shall be added to the time given in this Agree-
ment for the performance of such obligation and for the perfor-
mance of any obligation dependent thereon and consequently,
to the term of this Agreement, but only with respect to the block

or blocks affected.

“Force Majeure”, within the meaning of this Article XXIIT,
shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC. OF EGYPT, or FRANCE
with respect to CONTRACT! OR whether promulgated in the
form of a law or otherwise cr any act of God, insurrection, riot,
war, strike, and other labor disturbance, fires floods or any cause
not due to the fault or negligence of EGPC or CONTRACTOR
or either of them, whether or not similar to the foregoing, provi-
ded that any such cause is bevond the reasonable contral of
EGPC and CONTRACTOR, or either of them.

Without prejudice to the above and except as may be otherwise
provided herein, the GCOVERNMENT shall incur no responsi-
bility whatsoever to EGPC and CONTRACTOR, or cither of
them for any damages, restrictions or loss arising in consequences
of such case of force majeure caused by the order, regulations ot
direction of the GOVERNMENT of the ARAB REPUBLIC

OF EGYPT.
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(d)

(b)

()

If the force majeure event occurs during the initial exploration
period or any extension thereof and continues in effect for a
period of two (2} years, CONTRACTOR shall have the opticn
upon ninety (90) days prior writterr notice to EGPC to terminate
its obligations hereunder without {urther Hability of any kind ond.
if still iy focre, the Guaranty contaired in Apnex ‘G hereto shall
be automatically cancelled and EGPC shall so notify the Bank

to release the Guaranty.

ARTICLE XXIII

DiSPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and the par-
ties hereso with respect to the interpretation, application o cxe-
cution of this Agreement shall be rcferred to the jurisdiction «f

the appropriate A.R.E. Courts and shall be finally settled

Any dispute arising between GONTRACTOR and EGPC in
connection with the present Agreement shall be finally settled by
arbitration. The Arbitratin shall be held m Stockholm,
Sweden and oconducted in accordance with the Rules of Gon-
ciliation and Arbitration of the International Chamber of Cem-
merce. In the event of no provisions being made in these Rules
in certain cases, the Arbitratars shall establish their own pro-

cedures,

The arbitration shatl hclinitiatf:d by either party ziving notice
to the other party that it elects to refer the dispute fo artu-
tration and that such party (hereinafier referred to as the “First
Party”) has appointed an Arbitrator who shall be identified ia
said notice. The other party (hereinafter referred to as the
“Second Party®) within fifteen (15 days shall potify First Party
In writing, identifying the Arbitrator that it has selected.



WA e Wn 1 3 () @ YA S - Ll 4

w_m- Y

¢h;i55}%bﬁamr&-@du¥uﬁi rmz(
i bt 38 b#ﬂl@&twmﬂg}‘ﬁu}ﬂﬁ
L_ﬁ;,mm O Y GpalCadl Jos o 38 (Cone gpoad L5
hg:mglf > 4 Rast BB« by {h);_y}% B I
H o Y b e el st % ylatt S AL oo

o AN f(xhgwr
{ Bopor } of 403 g oo I Aol 55G 3 s (a)
o I o el GBYe Waalt sdd 545G OF com g i o
et G ola pllan 4 54 W2k LS i g (poper)

o S oo e dmdpli i I ol Jg i
a&p);,wim’rwlwu&gl;muluuw( }
Shagae b o Jgandl ((Ja 20 Sl SIS it el
'““’"FEF‘?}G'U' l..'!i-'t----'?j* ol h_,llul:-cl_rﬂ_,huh_n
Gotel ol Ll j’[c_ﬂ‘_‘” {,_Csdlul‘,mu.‘u_}]a‘g‘ubuﬁ

_ 'ah.l_,;uaxb-fﬁl‘_,aﬁdml_,.cuur(ndi
‘,IM_,A_#._@.JS,.C,.JI N T AN Aobiadt iy ¥ { ;)
-L_I_,arﬁ-_ﬂ BU RPN W N PN wﬁl-ﬁ-?éwfi»ﬁ
2l s gni e b ey O jame Gl alees (o ealt e

o pll pilal
51— U{M(&fmﬁ'ﬁdiﬁhﬁirﬁ.ﬂ & m (7)
imfhw;z:mrmwssdfddbwrm
o HN i leeo Sl
h%Mi#ﬁfiﬁht}ﬂjﬁi_ﬁﬁ1J—H’:}Tddl}?l._ﬂéi(.,h)
o lwla &lI3 H LIS



40 VA Lo g Ve O () U YA T L i

{d} If the Second Party does not appoint its Arbitrator as aforesaid,
the First Party shall have the right to apply to the Court of Arbi-
tration of the International Chamber of Commerce to appoint
a second arbitrator, The two arbitrators shall, within thirty {30
days, select a third Arbitrator, failing which the third Arbitrator
shall be appointed by the Court of Arbitration of the Interna-
tional Chamber of Commerce at the request of either party.

{e) The third Arbitrator must be 2 citizen of a country other than
the A R.E. or France and a country which has diplomatc rela-
tions with both the AR.E. and France shall have no sconomic

interest in the oif business of the signatories herelo,

() The parties shall extend to the Arbitration board all facilities
(including access to the petroleurn operations) for obtaining any
information required for proper determination of the dispute.
The absence or default of any party to the arbitration shail not
he permitted to prevent or hinder the arbitration procedure in

any or all of ite sages.

{g) Pending the detision or award, the operations or activities which
have given rise to the arbitration need not be discontinued. In
the event the decision or award recognises that the complaint
was justified, provision may be made therein for such repatation
as may appropeiately be made in favor of the complainant.

{h) Judgement in the award rendered may be entered in any Couort

having jurisdiction and application may be made in such Court
for 2 judicial acceptance of the award or an order of enforce-

ment as the case may be

) The parties desive that, wherever appropriate, dedisions and

\
awards shall specify a iime for complance therewith.
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{k)

(2}

(b

{e]

The provisions of this Agreement relating to arbittation shall
continue in force notwithstanding the- terminaticn of this

Agreement.

PRINCIPLES of GOODWILL - The symatornies base thewr
relations with respect to this Agreement on the pringples of

goodwill and good faith. Taking into account their dilferent
nationalities, this Agrecment shall for the purpose of arbitration

be given effect and shall be interpreted and applicd in confor-
mity with principles of law commen to the A.R.E. and France,
and in the absence of such principles, then in conformity with the
principles of law normally recognized by civilized nations in
general, including those which have been applied by Interna-
tional Tribumals,

ARTICLE XXIV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of EGPC
and CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shail not be
construed A% constituting an asociation or corporation or part-
nership. '

CONTRACTOR shall be subject to the laws of the place where
it is incorporated regarding their legal status or oreation, orga-
nization charter and bv-laws, sharcholding, and opwnership,
CONTRACTOR's shares of capital which are entirely held
abroael shall not be negotiable in the AR.E. and shall not be
offered for puhlic subseription nor shall they be subject to the
stamp tax on capital shares nor any tax or duty in the A.R.E.
CONTRACTOR. shall be exempted from the application of
T.ow No. 26 of 1954 as amended, and from Law No. 9 of 1964

All parties comprising CONTRACTOR shall be jointly and
severally Hable for the performance of the obligations under this

{oncession Agresment
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ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY

MANUFACTURED MATERIAL

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

(>} Give priority to local contractors as long as their prices and per-
formance are comparable with international prices and perfor.
mance. CGONTRACTOR and Operating Company shall, how
cviT su:bject to the preceeding sentence, be exempted {rom: the
provisions of Presidential Decree No, 1868 of 1974, as amended

(b} Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available materials
equipment, machinery ~ud consumables. However, such ma-
terial, equipment, mar hinery and consumables may be imported
for operations conducted hereunder if the local price of such
items at CONTRACTOR’s or Operating Company's operating
base in A.R.E. is more than ten (10) percent higher than the
price of such imported items before customs duties, but after
transportation and insurance costs have been added.

ARTICLE XXVI
ARABIC TEXT

| — o S

The Arabic version of this Agreement shall, before the courts
of A.R.E. be referred to in construing or interpreting this Agree-
ntent; provided, however, that in any arbitration pursuant to Article
XXTII hereahove between EGPC and CONTRACTOR the English
and Arabic versions shall both he referred to as having equal force
In construmg or interpreting the Agreement.
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ARTICLE XXVII
GAS

1 Gas is produced or is capable of being produced from the
Avea, EGPU and CONTRACTOR shall study all possible economic
altematives for its use and decide on the best alternative for FGPC
and CONTRACTOR jointly. The cast and expenses in the [icid of
producing non-assoctated gas shall be recovered in accordance with
the Cost Recovery principles of Article VII

Production Sharing Principles of Artilce VI shall apply o the
value of associated and non-associated gas i sold for export and not
used i operations, flared or re-injected. However, any (as not vx-
ported outnide AR.E. in a higuid or solid state, or not used in upera-
tions {including re-ijection) shall remain in the property of the State
and may be utilized by EGPC and EGPC shall not be Hable for pay-
ment to CONTRACTOR of any costs or expenses respecting any
past operations of CONTRACTOR related to such Gas. Under no
circumstances will CONTRACTOR be responsible for or bear any
cost or expenses incurred for utilization of Gas used internally in the
ARE.

ARTICLE XXVIII
SHARING PERSONNEL WITH OTHER COMPANIES

b g

RELATIONSHIP TO GTHER_GONGE$SION AGREEMENT

T LT T U — A c-

(a} EGPC and CONTRACTQOR huve heretolfore cnteied 10y cer-
tain Petroleum Concession Agreements pursuant to which cer-
tain operating companies were authorized as the Agencies for
these parties. The officers, directors, other personnel and offi-
ces of the “Operating Company” under this Agreciteesy shall
as far as is reasonably possible be the same as those of those ope-
rating companies i order thae fhe ensts and expetses o BGPO
and TOTAL under all Agreements shall e mmimied Over-
head and other charges and payroll of personne! engaged in ac-
fivity for more than one operating company shall be allorated
on the basis of perindic time studies or upon such other basis
as EGPC and TOTAL may agree.
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(b) Nothing in this Agreement shall be construed as coostituting
any relationship o the Peunleum Concesston ciceneads vele-
rred to.n above paragraph (a) and cachy of these Sgrecmienis
shall be treated scparately and independently in all respects,
including but not limited to. royalties, taxes and the computa-
von of the net profits of EGPC and TOTAL respecuvely.

ARTICLE XXIX
GENERAL

The headings or titles to each of the Articles of this Agrecmment
are solely for the convendence of the parties hereto and shall not be
used  with respect to the terpretation <0 constreton b s

Articles.
ARTICLE XXX
APPROVAL OF THE AR.E. GOVERNMENT

This Agreement shall not be binding upon anyufthcpaft?zs
hereto uniess and until a law is issued by the competent authoritics
of the A.RFE. authorizing the Minister of Petroleum to sign saxd

Agreement and giving this Agreement full force and effeet of law

;mtwithstanding any oountervailing govermmental enactment, and
the Agreement is signed by the GOVERNMENT, FGPC and

CONTRACTOR.

ARAB REPUBLIC OF EGYPT

BY

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY '

TOTAL PROCHE ORIENT (S.A.)
EGYPT BRANCH
By
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CONCESSION AGREEMENT NEBWI
MEX ﬁiﬁ?? )
DESCRIPTION OF THE AREA

BOUNDARY DESCRIPTION OF THE TERRITORY CO-
VERED AND AFFECTED BY THIS AGREEMENT BETWELN
ARE, E:G:P:C, AND TOTAL PROCHE ORIENT (8:4: IN
NEBWI AREA, OFFSHORE NORTH OF THE GULF OF - UEZ.

Annex “B” s a map on the scale of 1:100,000 incloding the
aren covered and affected by this Concession Agreement and des
cribed ax follows ¢

‘Fhe Area measures. approximately 125 Kw® and is composed
of alt or part of eleven {11} Exploration blacks, Bach comgh bk
is three {3} minutes latitude by thres {3} minutes longitude, appro-
simately twenty five (25) Km®

The area is bounded by a line which comumences at point 1 at
24¢ 25 G0 N snd
320 47 0¥ B

Thence south eagt along the high tide shore line of the east
bank of the Gulf of Suez to potnt 2 at :

26 21 05" N and
32* 49 08" E

Thence West to point 3 at ¢
29° 217 05” N and
32° 48" 137 E
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Thence South to pofnt 4 at

29° 217 00” N and
32° 48" 13" E

Thence West tn point 3 at ¢

29° 21 00" N and
32° 48" (0 K

Thenee South to point 6 at @
29° 15 36” N and
A2 H8

Thence West to point 7 at
29° 15 36" N and
32° 45" 107 K

Thenor West m point 8 at -
29 15 577" N ol
120 1% o T
Thence North to point 8 at
29 21" 1N
327 45 O K

Thenee West g0 poiint 313 01

29° 217 {27 N
A0 3 O7 R oand
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Thense North to point 11 at :
32° 42 00” E and

Intersection of longitude 32° 427 00” wath the line joming ¢ 4
and F 5 at area F of Deminex, Shell and B P concession.

Thence So:ith east to point 12 at :
29° 24’ 00” N and
32° 44" 34" E

Thence North east to point 1 which is the point of beginoinu,
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ANNEX “C”
LETTER OF GUARANTY

—aarLe o

CAIRO

LETTER OF GUARANTY NQO.
BOYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen ¢

The Undersigned, National Societe General Bank, Cairo, Egypt.
as Guarantor, hereby puarantees to the Egyptian General Petroleumn
Corporation (hereinafter referred to as EGPG) to the Lmir of Six
malltion (6,000,000) doflars in US Currenoy the performance by Total
Proche Orient (S.A.) / “Egypt Branch” (hereinafter referred o as
CONTRACTOR) of its ohligations reguired for cxploration opera-
tions to spend a minimum of six million {6.000.000) US Dollars dv-
ring lhe initial Three (3) years of the exploration period under
Article IV of that certain Concession Agreement (heremafter refer-
wed to 2s the “Agreement™) covering that Area described in Annexes
“A” and “B” of said Agreement, by and between the Arab Republic
of Lgypt (hereinafter referred to a¢ “AR.E."), EGPC and GON-
TRACTOR, dated 25/8/1980.

¥t is understood that this Guaranty and the liability of the
Cuarantor hereunder shall be reduced guarterly, during the period
of expenditure of said six million (6,000,000) 118 Dollars by the
amont of monegy expended by CONTRACTOR for such exploraton
eperations during cach such quarter. Fach such reduction shall be
estzblished by the joint written statement of EGPC and CONTRAC-
TOR.

In the event of a claim by BGPC of non-performance or sur-
yender of the Agreement on the part of CONTRACTOR ponr to
falfillment of said minimom expenditure obligation under Article
TV of thiv Agrerment there shall be no lability on the undersignesd
Cuarantor for pavment to EGPC unless and until such liabilitv has
heen established by written statement of EGPC getting forth the
amount due under the Aprcement.
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It is a further condition of this Letter of Guaranty that :

1. This Letter of Guaranty will become available only provided
that the Guarantor will have been informed in writing by CON -
TRACTOR and EGPC that the Agreement between CON-
TRACTOR, A R.E. and EGPC has become effective aceording
to ite terms, and said Guaranty shall become effective un the
Effective Date of said Agrecment.

2. This Letter of Guaranty shall in any event automatically expire:

{a} Three years (3} and six (6} months after the date it hecomes
gffective, or

45 At such time as the total of the amounts shown on guar-
terly joint statrments of EGPC and CONTRACTOR
eqquals or cxoeeds the amount of said minimum expenditure
obligations,
Whichever is carlier,

3.  Consequently, any claim it respect thereof should be made to
the Guarantor prior to cither of said expiration dare at the
Iatest acoompanicd by EGPU's written statement, setting forth
the amount of under expendituwre by CONTRACTOR o the
effect that :

(a) CONTRACTOR has failed to perform its expenditore
obligations referred i this Guaranty, and

{b; CONTRACTOR has failed 1o pay the expenditure defi
erency to EGPC. |

We declare that on issuing this Guaranty we did not exceed the
hit of total gnaranties which we are entitled to issue 23 por Minis-
fry of Economy's Ietter No. dated

Please return to us this Letter of Guaranty in the event it does
mot become effective, nr upon the expiry date.

Yours faithfully,

FOR NATIONAL SOCIETE GENERAIL BANK
Catro, Fevpt
Accountant Maonager
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ANNEX "DV
CHARTER OF

NEBWI PETROLEUM COMPANY

ARTICLE I

A jomt stock company having the nationality of the ARAB Re-~
PUBLIC OF EGYPT shall be formed with the anthorization of the
GOVERNMENT in accordance with the provisions of the Agree-
ment referred to below and of this Charter,

The Company shall be subject to all laws and regulations in force
m the A R.E. to the extent that such laws and regulations are not

&« F

irconsistent with the provisions of this Charter and Agreement refer-
red to below :

ARTICLE 11

The name of the Company is “Nebwt Petroleum Company”,
abbreviated ax Nepetco,

ARTICLE, 111
The Head Office of Nepeteo shall be in the AR E. in (airo.,

ARTICLE 1V

The ohicct of Nepetco it to act as the agenoy through which
FEGPC and TOTAL PROCHE-ORIENT (S.A)) (hereinafter refer-
red to as “CONTRADTOR™) carry put and conduct the Dewelop-
ment operations required in accordance with the provisions of the
Agreement signed on the twenty fifth day of august 1980 by and be-
tweenn the ARAR REPUBLIC OF EGYPT, THE EGYPTIAN
GENERAL PETROLEUM CORPORATION AND CONTRAG-

TOR covering petroleum operations in Nebwi Arvea  desenbed
theremn, '
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Nepetco shalt alsu be the agency to carry out and conduet ex-
ploration operations after the date of Commercial Discovery pur-
arant to CONTRACTOR S Work Program and Budpet apoiraeed o
aceordance with the Agreement.

Nepetco shall keep account of all costs, expenses and expendi-
tures for such operations under the terms of the Agreement and
Annex “E” thereto,

Nepetco shall not rngage in any business or undertake any ac-
tivity beyond the performance of sawd operationg,

ARTICIE ¥V

The authorized capital of nepetco is Twenty thousand pounds
Egyptian {20,000) divided into five thousand (5,000) shates of com-
mon stock with a value of four (4} pounds Egyptian per share having
equal voting rights, fully paid and non-assessable.

EGPOC and G{}NTMCT OR shall each pay for, told and own,
throughout the life of Nepetco referred to above, one-half (%2) of the
it':.-:-.t[:iii:r:',l stock of Nepetco provided that only in the event that either
party should transfer or assign the whole or any percentage of its
eownership interest in the entirety of the Agreement. 1oy aich oy
ferring or assigning party transfer or assigni any of the capitd ik
of Nepetco aad, in that event. such teapsferging ov assiguinyg pany
fand its successors and asstgns) must transder andd ASsigay 1t SR MIOY
est in Nepetco equal to the transferred or assigned whole or percen~

tage of its ownership knterest m the entirety of the said Agreemaont
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ARTICLY. VI

Nepetco shall not own any right, sitley Interest ot ¢state m or
under the Agreement of any development lease created thereunder
or in any of the Petrcleum produced from any exploration bleck or
development lease area thereunder or in any of the assets, equipréni
or other property obtained or used in cormection therewith, and shall
ot be obligated as a principal for the financing or performance ot
any ol the duties or obligations of either EGPC or CON TRACTOR
under the Agreement. Nepetco shall not make any profit from any
source whatever.

ARTICLE Vil

Nepeico shall be no more than an agent for EGPU and G-
TRACTOR. Whenever it is indicated herein that Nepetco 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 judge-
ment of CONTRACTOR, or EGPU and CONTRACTOR, as oo

be required by the Agreement.

ARTICLE V3Ii

. Nepetco shall have a Board ok Directors consisting of eight (3)
memuers, four {4) of whom shall be designated by EGPC and the
other four {4) by CONTRACTOR. "The Chairman shall be desi-
gnated by EGPGC and shall also be a Managing Director. GON-
TRACTOR shall designate the General Manager who shall also ix

a Managing Directot,
ARTICLE IX

AMeetings of the board of Directors shall be valid if 2 majority of
six {6) of the Directors are present and any decision taken at such
eetings must have the affirmative vote of six {6} or more of the
Pirerters: provided, however, that any Director may be represented
and vote by proxy held by anotier Director.



i - e

(32t 2L iV )
;;M i} Jiﬂ#‘){i t-‘-'h.—? w‘}q il m_,.._-li Mi ii.ﬁ...'ﬁ ,.}J_C;

a}_rh-"‘ Jik}_’i‘l‘“ u""'-“ ﬂ-ﬂs“*lﬂ-'-’-g‘ml‘_p“ ulﬁﬁn‘:&hd_’.‘:‘ ;_:tt
» JULA . i...,.,h_ﬁ

(I__,..tp;i::hdi AU
s i L T R N Il 30N e Aale
fl_,; Soa SO 2 peadiiand A ST 45 2 g pladenid
o 4F b 3 Lty Jatall
§ 4 A el Sael ¢ ol 23 G S0V e p g5
thend L2 gl Losadl ol @ ade 1L ae ) Lam gy S5
o At Bha e AW SLAN RICaY s oeu
(5.2 43l 30101
5Jl{=ﬂlqutﬁﬁww (re} AW (gt O K © s L
.u%‘ﬁﬁwwwfhﬁuh
JJ:-LJL.J;‘,)S".AM Y Y D gl Bdes s K W s Jond
o bdad gl
P ¥ S LAWY ot 61 B s B e
v e ek e pall Wl
o da sl LIS Ll T
_ L
rorepp (Al gl hnib sl sy, Jog 2
g



ARTICLE X

{eneral meetings of the sharcholders shall be valid i a majornity
of the capital stock of Nepetco is represented thereat. Any deci-
sions taken at such meetings must have the affirmative vote of sha-
rehelders owning or representing 2 majority of the capital stock.

ARTICLE XI
The Board of Dirceters shall approve the regulations coverine
the terms and conditions of employment of the personnel of Nepeteo
employed direotly by Nepetco and not assigned thereto by CON-
TRACTOR and EGPC.

The Board shall, in due course; draw up the By-Laws of Ne-
petco and such by Laws shall he effective upon being approved by
a General Meeting of the Shareholders, in accordance with the pro-
visions of Artilce X hereof.

ARTICLE XII

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

The duration of Nepetco shail be for a period equal to the dura-

. = . . i . P Ly -. a1 I T A y
tion of the gaid Agreement including, mcioding any reuewal thesvot.

1t shall be wound up and lquidated if the Agreanear referred

to above is terminated for any reason as provided for theremn. r

EG&*P*I"IAN GENERAL PETROLEUM CORPORATION
BY ...o.... s e,

TOTAL PROCHE ORIENT (S.A.)
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ANNEX “E”

ACCOUNTING PROCEDURE

ARTICLE I
GENERAL PROVISIONS

2. Definmitions :

2.

The definitions vontained in Article I of the Uoncession Agree-
ment shall apply to this Accounting Procedure and have the
same meaning, Certain accounting terms heréin used ace de-

fined as follows -

{1) “Agreement” means the Uoncession Agreement of whick
this Annex is a part.

2% “Non-Operator” means the parties © the Agrettone ooy
than CONTRACTOR when it is performing work.

Statement of Activity

4. CONTRACTOR or Operating Company, as the case may
be shall, pursuant to Article IV of the Aureervrnt, rendey
to Non-Operator within thirty {30) days of the end of cach
quarter a Statement of Exploration Activity reflecting
all oharges and credits refated to the Exploration epera-
tions for that quarter summarized by appropriate classi-
fications indicative of the nature thereof.

R Operating Company shall render to EGPC and CON.
TRACTOR within thirty (30) days of the end of wach
month a statement of development Activity reflecting all
charges and credits refated to Ui Development rperas
Hons for that month summarized by appropuiate classifica-
vions indicative of the pature thereof except that items ]
sontroflable matcrial and unusual charges and credits shall

be detailed.
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3. Adjustments Audits :

4. Each Statement of Exploration Activity shall conclusively
be presumed to be true and correct after three (3) months
following the receipt of each statement by EGPC unless
within the said three (3} months EGPC takes written ex-
ception thercto pursnant to Article IV (f) of the Agreement,
Puring sad three {3) months peried supporting documents
will be available for inspection by EGPC during all work-
ing hours. CONTRACTOR will have the same andi
rights on Operating Company statements as EGPC under

this subparagraph.

B All statements of Activity for Development for any Calen-
dar Year shall conclusively be prosumed to be true and
correct twenty-four {24) months following the end of any
such year unless within the said twenty-four (24) rrionths
period EGPC or CONTRACTOR takes written excep-
tion thereto.  Pending expiration of said twenty-four {24)
months BGPC or CONTRACTOR or both of them shall
have the right to audit Operating Company accounts, re-
cords and supporting documents for such year in the same
manner as provided in Articdle IV {f} of the Agreement.

. Cwrrency Exchange ©
CONTRACTOR’s books for Exploration and Operating
Company books for Development and Exploration, if any,
shall be kept n the A.RE. in U.S. Dollars. AHU S, Dnik-
lars expenditures shall be charged in the amount s expended,
Al Egyptian Pounds expenditures shall be transiated to
U.S. Dollars at the official tuying rate of exchange issned
by the General Bank of Egypt on the first day of the month
in which expenditures are recorded, and all other non U.S.
Dollars at the actual buying rate of exchange for such cur-
vency A record shall be kept of the exchange rutes used in
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5.

translating Egyptian Pounds or other non U.8. Dollar ex-
penditures to Dollars,

Frecedence of Documents

In the event of any inconsistency or conflict between the provi-
sions of this Acoounting Procedure and the provisions of the
Agreement treating the sarme subject differently, thén thé pro-
visions of the Agreement shall prevail,

Rewsion of Accounting Procedure :

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

No Charge for Interest on Investment ;

Interest on Investment shall not, at any time, be charged as re-
coverable cost under the Agreement.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR

shall alone bear and, directly or through Nepetco pay the following
costs and expenses, which costs and expenses shall be classified and
treated in accordance with Article VI of the Agreement.

.

Surface Rights »

All direct costs attributable to the acquisitions, renewal or rehn-
quishment of surface rights acquired and maintained in force of
the Area,
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2.

iyl

L.abour and Related Costs
A, bdalaries and Wages of CONITRACIOK s or Operating

(ompany's employecs, as the case may be, directly enga-
ged e valsous deUvises under the Agredment giChnnug
salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed in such
ACLIVINECS,

Reasonabie revisions of such salares and wages shall be
ctiected 1o take uio account chaiges o GONLKALLWVR S
policies and amencimenss of Laws applicable to salavies.
For the purpose of this paragraph 2, and paragraph 3,
sataries and wages shall mean the assessable amounts for
ARE. Income Taxes, including the salaries during the
vacations and sick leaves, but excluding all the amounts
of the other 1temns coversd by Lhe putentage xed uidel
3 below,

B. For expatriate employees permanently assigned to Kgypt :

i. All allowances applicable (o saiaries and wages .

3. Cost of established plans ; and

4. Al travel and rddocadon costs of such expatnate e
plovees and their families to and from the employee’s
counttry or puni of vagin at the tme of cmployment,
at the time of separation, as a result of transfer from
one location to another and for vacation {transpertaton
costs for employees and their families transferring
from AR.E. to another location other than their coun-
wy of origm shall oot be charged w ARE. Jpe-

rations).

Costs under this sub-paragraph 2.8} shall be equal to
ninety {90) pereent {except [or employces assigied 10 s
ancd whose Lanilics have not been vansferred v AJLE.
in which case the percentage will be sixty (60} percent of
salaries and wages paid for such expatnate prrsonnel in-
¢luding those paid during vacations and sick feaven as
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established in CONTRACTOR’s international policies,
paragraph 9 and sub-paragraph 11. (A} and {{3) of this
Article T1

However, walartes and wages during vacations, sick
leaves and disability are covered by the foregoing pércen-
tage. The percentage outlined above reflects CONTRA(L-
TOR’s actual costs as of the Fffective Date with regard to
the following henefis allowances and costs -

1. Anticipated termination of lease contract in AR
or ahroad.

2. Househaldd implements transportation in ARE. o
abroad (roumd trin}.

3. Una tantum for clothing cquipment.

4. Expenses connected with departure and arrival of em.
piovees and their familbies.

5. Accruals of senfority indemnitv

6. Charges for social security and insurance according to
French Taws

—  Retirement plan

.- Natinnal Health Insurance

—  Unemnloyment insurance

~—  Accidenit nnd disahility Tosuranee
—  Extranrdmary Insurance.

7. Contractial travel oxnences of emnlayees and their

families.
R Exces hagoage.

4. Recrearonat Alnwances,

1. Medical assistanice to emniovees and therr families
or outsicle A R F.

11.  Housing and utilities allowwances.

17,  Education allowance {children of expatriate coplo
vees) and educational assistance, .
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13. Settlement allowance in or outside A.R.E:
14.  Comtribution for resettlement expenses at repatriation.
15. Vacations, sick leaves and disability.

16. Anv other costs, allowances and benefits of a like

nature as established in CONTRACTOR’s interna-
tional policies.

The vercentages outlined above shall be reviewed at intervals

of three (3) years from the Effective Date and at such time CONT-
RACTOR and EGPC will agree on new percentages to be used
under this paragraph.

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

The revised percentages will reflect as nearly as possible CON-

TRACTOR’s actnal oosts of  all its established allowances and
henefits and of personnel transfers.

¢. TFor expatriate employees temporarily assigned tn Fevnt Al

allowances. costs of established plans and all travel reloca-

tinn costs for such expatriate as paid in accordance with
CONTRACTOR’s international pohicies.

Costs of expenditure or contributions made pursuant to law
or assesments imposed hy governmenta! anthoritv which are
applicable to labour cost of salaries and wages as providecl
under Sub-Paragranhs 2. A and 2. B. Paragraph 9 and sub-
paragraph 11.A and 11.C of this Article 11.

Benefits, allowances and related costs of national emplovees :

Bonuses, overtime, customary allowances and benefits on a
basis similar to that prevailing for Oil Companies operating 10
AR.E. all as chargeable under Sub-Paragraph 2, A Paragraph
9 and Sub-Paragraphs 11. A and 11. C of this Article 11
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Severance pay will be charged at a fixed rate applied to pay-
rolls which will equal an amount equivaleat o the maximumn
hability of severance payment as required under the AR.E.
rabour Law,

4, AMaterial :

Material, equpment and supplies purchased or furmished as
such by GONTRACTOR or NEPETCO.

A Purchases -

Materiai; equipment and supplies purchased shall be at
price paid by CONTRACTOR or NEPETCO after

deduction of all discounts actually received.

8. Material Fumished by CONTRACTOR.

Material required for operations shall be purchased
directly whenever, practicable, except that CONTRAL.
TOR may furnish such material from CONTRACTOR"
affiliates. stocks outside the A.R.E. under the following
conditions ;

1. New Material (Condition “A”)

New material transferred from CONTRACTOR s af-
filiates, warehouse or other properties shall be priced
at cost, provided that the cost of material supplicd s
not higher than international prices for material ot
similar quality supplied on similar terms prevailing
at the time such material was supplied.

2.  Used Material {Condition “B” and “C”

(a) Material which is in sound and serviceabie con-
dition and is suitable for re-use without recou-
ditioning shall be classed as Condition “B” and
priced ‘at seventy-five (75) percent of the price

of new material.
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b} Material which cannot be classified a5 Condition
“B” but which iy serviceable for original funetion
hut substantially not switable for reconditioning
shalt be classad as Oonditon “O7 and priced at
fifty {50} percent of the price of new matertal,

{ci Materia]l which cannot be classifzed as Condition
“B” or Condition “C” shall be priced at a value

commensurate with it use,

{d) Tanks, buildings and other equipment involvitig
errection costs sha¥f be charged at applicable per
centage of knooked-down new price,

C. Warranty of Materials Fumished by CONTRACTOR
CONTRACTOR does not wamrant the material fisrnished
beyond or back of the dealer’s or manufacturer’s guaranty;
and in case of defective material, credit shall not be re-
vorded natil adjustnent has been received by GONTRAL
TOR from manufactueres or thelr agents,

5. Transportation and Employer Relocation Costy ©

A, Transportation of equipment, materials and supphes ne-
cegsary for the conduct of CONTRACTOR s or Nepeteo's

activities.

B. Business Tyavel and Trausportativn expenses to the extent
covered by established policies of CONTRACTOQR or witi;

regard to Expatriates and WNasionaly, at incurred and pa.%{}
by, or for, employees in the conduct of CONTRACTORs

or Nepetco's business.

. Emploves transpottation and relocation costs for NHFE{}H‘&}
emplovees to the extent covered by ectahlished policy o

Nepetea,
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€. Services ;

A. Contract Services, cost of consultants, other services and

utilities procured from third parties.

B. Cost of service performed by EGPC or by GCONTRACTOR
or their Affiliated Companies in facitities inside er vutsile
the A.RE. Regular, recuring, routine services, such as
interpreting magnetic tapes and/or other analyses, shall pe
performed and charged by EGPC and for CONTRACGTOR
or their Affiliated Companies at an agreed price.  Major
projects involving enginecring and design scrvices shall pe
performed by EGPC and/or CONTRACTOR or thetr Af-
filiated Companies at a negotiated contract amount.  Use
of EGPC’s CONTRACTOR or their Affiliated compan-
ies wholly owned equipment shall be charged at a rental
rate commensurate with the cost of ownership and opo-
ration, but not in excess of competitive rates currently pre-
vailing in the ARE.

7. Damages and Losses :

All oosts or expetiscs necessary 1o replace or repair damages
or losses incurred by fire, flood, storm, theft, accdent or any
other cause not controllable by CONTRACTOR or Operating
Company through the exercise of rcasonable diligence. CON-
TRACTOR or Operating Company shall furnish Nen-Opera-
tors written notice of damages or losses incurred in excess of
ten thousand (10,000} U.S. Doltars per occurence, as soon as
practicable after report ¢f the same has been recetved by CON-

"TRACTOR or Operating Cornpany.
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8.

10.

Insurance and Clams :

The cost of any public liability, property damage and
other insurance against liabilities of CONTRACTOR, Operat-
ing Company and/or the parties or any of them to their emplo-
yees and/or outsiders as may be required by the Laws, rules and
regulations of the GOVERNMENT or as the parties may agree
upon. The prooeeds of any such insurance or claim collected
shall be credited against operations. If no insurance is carmed
for & particular risk all related actual expenditures incurred and
paid by CONTRACTOR or Operating Company in settlement
of any and all losses, claims, damages, judgements, and any
other expenses, including legal services.

Indirect Expenses :

Camp overhead and facilitics such as shore base, warehouse,
water systems, road systems, salaries and expense of field super-
visory personnel, field clerks, assistants, and other general em-
ployees indirectly serving the Area.

Legal Expenses :

‘Al costs and expenses of litigation, or legal services other-
wise neoessary or expedient for the protection of the Aréa, In-
chlding attorney’s fees and expenses as hereinafter provided,
together with all judgements obtained against the parties or any
of them on account of the operations under the Agreement, and
actual expenses incurred by any party or parttes hereteo In scca-
ring evidence for the purpose of defending against any actinn
or claim prosecuted or urged against the operations or the
subject matter of the Agreement, in the event actions or clarmsz
affecting the interests hercunder shall be handled by the legal
staff of one or more of the parties hereto, a charge commensurate
with cost of providing and furnishing such services may be made
to operations,
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11, Administrative Overhead and General Expense :

A.

While CONTRACTOR is conducting Exploration activit=
ies, cost of staffing and maintaining CONTRACTOR's.
head office in the A.R.E. and/or other offices established.
in the A.R.E. other than field offices which will be charged:
as provided in Article IJ, Paragraph 9 above, and exc-
epting salaries of smployees of CONTRACUTOR who ae
temporarilly assigned to and directly serving on the Area,
whiﬁ well be charged as provided in Article 11, paragraph
2 abave.

CONTRACTOR's administrative overhcad outside the
AR.E. applicable to the AR.E. Exploration operation
which will be charged each month at the rate of hve (3}
percent of tofal Exploration expenditures while GON-
TRACTOR is conducting Exploration activities and atthe
rate of two {2) percent of total Exploration expenditures
while Operating Company is conducting Exploration acti-
vities. No other direct charges as such for CONTRAG-
TOR’s administrative overhead ouiside the ARE. will be
applied against the Exploration obligation. Examples of
the types of costs CONTRACTOR is incurring and char-
ging hereunder due to activities under the Agreemént and
covered by said percentages are

13 Executive — Time of executive officers.

&Y Treasury — Financial and exchange probiems.

%) Purchasing — Proouring materials, cquipment and

supplies,

4) Exploration & Pro- — Directing, advising and controlling the
duction entire project.

5 Other departments such as jegal, comptrotiers and engineering
which contribute time, knowledge and experience to the opeéra-

t10n.
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The foregoing does not preclude charging for direct service undéy

sub-paragraph 6. B of this Article IT.

12,

13.

i4.

{. While Operating Company iv conducting achvities, Opera.
ting Company’s personnel engaged in general clerical and
office work, supervisors and officers whose time is generally
spent in the main office and not in the field and all em.
ployees generally considered as general and administranee
and not charged to other types of expense, will be charged
to operations.  Such expenses shall be allocated each month
between Exploration and Development operations according
t- sound and practicable accounting methods.

Toxey :

Al faxes, duties or levies paid in the ARE. by CONTRAG.
TOR or Operating Company with respect to this Agreement
other than those covered by Paragraph () {I) of Article T of
the Agresment,

Continuing CONTRACTOR Costs :

Cost of CONTRACTOR activities required under the Agree-
ment and incurred exclusively in the ARE after Operating
Company s formed. No sales expense incorred outdde  the
A R.E. may be recovered as a cost.

iher Expenditures :

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article
I, mcurred by CONTRACTOR or Operating Company under
approved work Programs and Budgets.
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ARTICLE 111
INVENTORIES |

1. Periodic Inyentories, Notice and Representation :

At reasonable intervals as agreed upon by EGPC and CON-
TRACT'OR inventories shall be taken by Operating Company
of the operations material, which shail include all such material,
physical assets and construction projecis.  Written notice of in-
tention to take inventory shall be given by Operating Company
to EGPC and CONTRACTOR at least thirty {30} days beforz
any inventory is to begin so that EGPC and CONTRACTOR
may be represented when any inventory is taken. [Failurc of
EGPC andfor CONTRACTOR to be represented at aw
inventory shall bind them to accept the inventory taken by Ope-
rating Company who shall, in that event furmsh the party not
represented with a copy thereof,

9. Reconciliation and Adpustment of Inveniories @

Recongiliation of inventory shall be made by CONTRACUTOR
and EGPC, and a list of overages and shortages shall be jointly
determined by Operating Company and CONTRACTOR anck
FEGPC, and the inventory adjusted by Operating Gompany.

ARTICLE IV
COST RECOVERY

1,  Statements of Recovery of Costs and of Cost Recovery Crude
Oil :

CONTRACTOR shall, pursuant to Article VIT of the Agree-
ment, render to BEGPC as premptly as practicable but not later
than thirty (30) days after rewipt from Operating Company
of the Statements for Development and Exploration Activity for
the last month of a quarter a statement for that guarter show--

mng :
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() Recoverable costs carried from the previous quarter, if any.

(1) Recoverable costs incurred during the quarter.

(1#) Total recoverable costs for the quarter, (i) and (ii).

(iv) Value of Gost Recovery Crude Oil taken and separately
disposed of by CONTRACTOR for the gquarter.

(v) Amount of costs recovered for the quarter.

(vi) Amount of recoverable costs carried into the succeeding
quarter, if any.

(vit) Excess, if any, of the value of Cost Recovery Crude Qil
taken and separately disposed of by CONTRACTOR over
costs recovered for the guarter.

2. Paymenis

If such statement shows an amount due EGPC, payment of that

amount shall be made in U.S. Dollars by CONTRACTOR to
EGPC with the rendition of such statement.

%, Audit Right :

EGPC shall have a period of twelve (12) months from receipt
of any statement under this Article IV in which to audit and
raise objection to any such statement. EGPC and CONTRA-
CTOR shall agree on any required adjustment. Supporting
documents and accounts will be available to EGPC during said
twelve (12) month period.



Ll

( an] ;JL_.“ )
s U Shladly 431 1 DLla

D leed! DS S Sbs Ly

S LB Oty ol DL AS L bl Jaldl) e 20
oy sl B2l G025 3 8,1 Lot Dlis Jla g ogems GEL
sdats Al (6 el dm ¢ Gali e (1) — v 538 1Y LI
S e pde g T Dlal W oaw galdlly A gl i
_a.i#._j sy ¢ eedl mw(i)_nﬂujmn;m u..j.._ﬂ,_i...ni
o ol LU s oY Al B e 6

La..JLf_'Jl J'JJ_...J'I 4....!'I_,n uL.:- .

SRl Ol 4 mﬂq asll L~ J,Lall ey

T Ay ¢ ey OF ¢ ol el S AIBTIL e SUI AL ]

s aalCdi by Y a2l el oo Il e T Ay ¢ Lol il
e Aoy QO

P s JI h_;LL_,hH._.’f“

e = -

'-.I.HJ\S.} :l.#.LC..ﬂ I.'h__,.-.-.-n‘)f «.JL_..n.ﬂ.-.“_g .._,L;__,.ali_g :._,...JL'J::“ 4._,_..3‘,..; t_'l-l.g.n
sl _dail &’L’jﬁli; u_.J‘i:J| das ¢ '...@c-:r” -...rla'l_,-.“.: els JI 22 g -L:_-.JL:-E.'J
R e BTt

- 1,"'.‘.:1-_._]'1 .,__1'.'...1..:4 —

hL....LJI o ,les 2y LE#J! et} F¥ H

o Sl o jlaw

¢ AN R ) Sbladt L it

< sto ol 41D G s gedh 3 ol Dbl S5 i
o 4 sls ZlY Ua..a.-LJ.I rl:'-Jl o Jl aadlaay



Yor \aA. " 4:.1# Y. ‘j(C) C!L' YA J—L-J'I___;.:HJ!'I ;.L-_ﬁJ!

i

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts :

CONTRACTOR will establish an Exploration Obligation Con-
trol Account and an off-setting contra account to control therein
the total amount of Exploration expenditures reported on State-
ments of Activity prepared per Article 1.2.A hereof, less any
reductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by a Non-Operator pursuant to Article
1.3.A hereof, in order to determine when minimum Exploration
Obligation have been met,

Cost Recovery Contrel Account.

CONTRACTOR will establish a cost Recovery Contro] Accourt
and an offsetting contra account to control therein the amourt
of cost remaining to be recovered, if any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude O1l, if
any.

Major Accounts :

For the purposc of classifying costs, expenses and expenditures
for cost recovery as well as for the purpose of establishing when
the Exploration obligation has been met, costs, cXpenscs and ex-
penditures shall be recorded In major accounts including the
following.

Exploration Expenditures .
Development Expenditures other than Operating
Expenses

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 treat-
ment of Cost Recovery Crude Oil.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149

