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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTTAN GENERAL PETROLEUM CORPORATION

AND
CONOCO BITTER LAKE INC.

This agreement made and entered on this Seventeenth day
of June, 1981, by and between the ARAB REPUBLIC OF
EGYPT (hercinafter referred to variously as “A.R.E. or as the
"GOVERNMENT”), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a lcgal entity created by Law No. 167 of 1958
as amended (heremnafter referred to as “"EGPC”) and CONOCO
BITTER LAKE INC, a company organized and existing under
the laws of the State of Delaware, U.S.A. (hereinafter referred to
variously as “CONOCO” or as “CONTRACTOR™).

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, established that
all raw materials, including petroleum, existing in mines and quar-
ries in A.R.E., mcluding the territorial waters, and in the sea bed
subject to its jurisdiction and extending beyond the territorial waters,
are the property of the State, and
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WHEREAS, EGPC has applied for an cxclusive concession for
the cxploration and exploitation of petrolewm in and throughout the
area referred to in Article 11, and described in Annex “A” and shown

approximately on “B” which arc attached hereto and made part .
hereof; and

WHEREAS, CONOCO agrees to undertake its obligations
provided hereinafter as CONTRACTOR with respect to the explo-
ration, development and production of petroleum 1n said Area; and

WHEREAS, the GOVERNMENT desires hereby to grant such
(CONCESSION; and '

WHEREAS, the Minister of Petroleum pursuant to the pro-
visions of Law No. 86 of 1956, may cuter into concession agreement
with EGPC and with CONOCO as a CONTRACTOR, for the
petroleum operations referred to in the precedmg paragraph in the
Area hereinafter referred to.

NOW, Thercfore, the partics hercto agree as follows

ARTICLE I
DEFINITIONS

{a) “Exploration” shall include such geological, geophysical, aerial
and other surveys as may he contained in the approved Work
Programs and Budgets, and the. driling of such shot holes,
core holes, stratigraphic tests, holes for the discovery of Pet-

roleum or the appraisal of Petroleum discoveries and other
related holes and wells, and the purchase or acquisition of such

supplies, materials, equipment and services, therefore, all as may

be contained in the approved Work Programs and Budgets.
The verb “explore” means the act of conducting exploration.
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(6) “Development” shall mclude, but not be limited to, all the

operations and activities pursuant to approved Work Programs
and Budgets under this Agreement with respect to :

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

() Design, engineering, construction, mstallation, servicing
and maintenance of equipment, lines, systems, facilities,
plants and related operations to produce and operate said

wells, taking, saving, treating, handling, storing, flaring,
transporting and

delivering  petroleum repressuring, recycling and other
secondary recovery projects, and

(4z) transportation, storage and any other work or activities
necessary or ancillary to the activities specitied in (i) and

(i),
[¢) “Petroleum” means liquid crude oil of various densities, asphalt,
gas, casinghead gas and all other hydrocarbon substances that

may be found in, and produced, or otherwise obtained and saved

from the area under this Agreement, and all substances that
may be extracted therefrom.

({d) “Liquid Crude Oil” or “Crude O or “Oil” means any hyvd-
rocarbon produced from the Area which is in 2 liquid state at
the wellhead or lease separators or which is extracted from the

gas or casmghead gas in a plant. Such term includes distillate
and condensate.

[¢) “Gas” is natural gas both associated and non-associated, and
all of its constituent elements produced from any well mn ‘the

Area and all nonhydrocarbon substances therein. Said teun
shall include residual gas. '
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() A “barrel” shall consist of forty-two (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees (60)

Fahrenheit.

(g) “Commercial Well” means the first well in any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any cvent in ac-
cordance with sound and accepted industry production practices,
and verified by EGPC, is found to be capable of producing at

the average rate of not less than two thousand five hundred

(2,500) barrels of oil per day (BOPD). The date of discovery
of a “Commercial Well” is the date on which such well is com-
pleted and tested according to the above.

(n} “AR.E.” means ARAB REPUBLIC OF EGYPT.

(1) “Effective Date” means the date on which the text of this

Agreement is signed by GOVERNMENT, EGPC and CON-
TRACTOR after the relevant law is issued.

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

(k) “Financial Year” means the GOVERNMENT’S financial vear
according to the laws and regultations of the A.R.E.

()  “Tax Year” means the period of twelve (12) months according
to the laws and regulations of the A.R.E. |

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

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

holders’ mcetings of such company, of which is owned

directly or indirectly by a party hereto:
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(11) Which is the owner directly or indirectly of share capital

conferring a majority of votes at stockholder’s meeting of
a party hereto; or

(21) Whose share capital conferring a majority of votes at
stockholders” meetings of such company and the share
capital conferring a majority of votes of stockholders’ mee-

tings of a party hereto arc owned directly or mdirectly by
the same company.

(n) “Commercial Discovery” shall mean a geological structure or

trap capable of producing Petroleum in commercial quantitics
in accordance with Article IIT below.

(0) “Development Lease (s)” shall mean the rights, duties and obli-
gations pertaining to the development and producing of Pet-
roleum granted to CONTRACTOR and EGPC under this
Agreement.

(h) “Block” shall mcan an area defined by lines of latitude and
longitude at intervals of six (6) minutes each as to portions of
the Contract Area under exploration ; and at intervals of one (1)
minute each as to portions of the Contract Area under a Deve-
lopment Lease to be further defined as a quadrangle in as much

as this is permitted by the natural boundaries of the Contract
Area.

ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex “A” a description of the Arca covered and affected by
this Agreement, hereinafter referred to as “The Area”.
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Amnex “B” Is a provisional illustrative map on the scale of
1:500,000 indicating the Arca covered and affected by this Agrec-
ment and described in Annex “A”,

Annex "G is the form of a Letter of Guaranty to be issued

by an Egyptian bank, the ownership of which is wholly Egyptian,
mn Cairo, Egypt, and to be submitted by CONTRACTOR onr dav

before the time of signature by the Minister of Petroleum of this
Agreement, for the sum of Seven Million Five Hundred Thousand

U.S. Dollars ($7,500,000) guarantecing the execution of CONTRAC-
TOR’s minimum exploration obligations hereunder for the first

three (3) year exploration period or any extension thereof. Such
guaranty shall remain cffective for six (6) months after the end of

the said three (3) year period except as it may be released prior to
that time in accordance with the terms thereof.

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

Annex “E” is the Accounting Procedure.

Annex “A”, “B”, “C”, “D” and “E” to this Agreement are
hereby made part hereof, and they shall be considered as having
equal force and cffect with the provisions of this Agreement. In
the event of any inconsistency or conflict between provisions of Annex

“E” and provisions of this Agreement with respect to the same sub-
Ject, then the provisions of this Agreement shall prevail.

ARTICLE I11I

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRAC-
TOR subject to the terms, covenants and conditions set out in this
Agreement, which inscfar as they are contrary to or inconsistent
with any provisions of Law No. 66 of 1953, as amended, shall have
the forcc of Law, an exclusive concession in and to the Area desc-

ribed in Anncxes “A” and “RB” |
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{a) The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royalty in cash or in kind of Ten (10) percent of

the total quantity of petroleum produced and saved from the
Area during the Development period mcluding renewal,  Said
royalty shall be bome and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of royalties
by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR,

(b) An initial exploration period of three (3) years shall start from

the Effective Date. Two (2) successive extentions to the initial
exploration period of two (2) years each shall be granted to

CONTRACTOR at its option upon thirty days prior written

notice to EGPC and subject only to its having fulfilled its obli-

gations hereunder for the preceding period. The Agreement
shall be terminated if no Commercial Discovery is established

by the end of the seventh (7th) year of the exploration period.
However, such period may be extended at CONTRACTOR’s

option for up to six months to enable the completion of drilling
and testing of any well actually drilling or testing at the end

of the seventh (7th) year of the exploration period, but shall
not exceed this period by more than six months. The election by

EGPC to undertake a sole risk venture under paragraph (c)
immediately hereafter shall not extend the exploration perie-

nor atfect the termination of the Agreement as to CONTRAC-
TOR.

(¢) “Commercial Discovery” : After discovery of a Commercial
Well, CONTRACTOR shall undertake, as part of its Explo-
ration program the appraisal of the discovery by drilling one
or more additional wells, to determine whether such discovery
1s worthy of being developed commercially, taking into conside-
ration the recoverable reserves, production, pipeline and termi-
nal facilities required, estimated crude ol prices, and all other
relevant technical and economic factors
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A Commercial Discovery may consist of one producing reser=
volr or a group of producing reservoirs which after appraisal is
worthy of being developed commercially, CONTRACTOR
shall give notice of a Commercial Discovery to IGPG 1imme-
diately after the discovery is considered by CONTRACTOR w0
be worthy of commercial development but in no event not later
than the completion of the sccond exploration appraisal well,
or twelve {12) months following the date of the discovery of the
Commercial Well whichever is earlier ; except the GONT-
RACTOR shall also have the right to give such notice of Com-
mercial Discovery with respect to any reservoir or reservoirs
even if the well or wells thercon are not “Commercial” within
the definition of “Commecrcial Well” if, in its opiuon, a group
of reservoirs considered collectively, could be worthy of deve-
lopment.

Following receipt of such noticc  EGPC and CONTRAGC-
TOR shall meet and review all appropriate data with a view
to mutually agreeing upon the existencc of a Commercial
Discovery. The datc of Commercial Discovery shall be the
date EGPC and CONTRACTOR mutually agree that a
Commercial Discovery exists. In the event EGPC should
advise CONTRACTOR that it does not agree that a Commer-
cial Discovery exists, it shall nevertheless permit CONTRAG-
TOR to declare a Commercial Discovery and develop the same
under a Development Lease.

If crude oil is discovered but is not decmed by CONTRAG-
TOR to be a Commercial Discovery under the above provisions
of this paragraph (c), EGPC shall one (1) vear after the expi-
ration of the period specified above within which CONTRACG-
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TOR can give notice of Commercial Discovery, or eighteen |
(18) months after the completion of a well not considered a
“Comgnercial Well” have the right, following sixty (60) days
notice in writing to CONTRACTOR, 4t its sole cost, risk and
expense, to develop, produce and dispose of all Crude Oil
from the geological feature on which the well has been drilled.
Said notice shall state the specific area covering said geological
teature to be developed, the wells to be cirilled, the production
facilities to be installed and EGPC’s estimated cost thercof.
Within thirty (30) days after receipt of said notice CONT-
RACTOR may, in writing, elect to develop such area as pro-

vided for i the case of Commercial Discovery hereunder. In

such event all terms of this Agreement shall continue to apply

to thc specafied area.

If CONTRACTOR clects not to develop such area, the
specific arca covering said geological feature shall be set aside
for sole risk operations by EGPC, EGPC shall be entitled to

perform, or in the event Operating Company referred to in
Article VI has come into existence, to have Operating Com-

pany perform such operations for it at EGPC’s sole cost, risk
and expense. When EGPC has recovered from the Crude Oil

produced from such specific area a quantity of Crude Oil equal

in value to three hundred (300) percent of the cost it has m-
curred in carrying out the sole risk operations, CONTRACG-

TOR shall have the option only in the event there has been
a separate Commercial Discovery, to share in further develop-
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ment and production of that specific area upon paying EGPQ
one hundred (100) perbcnt of such costs incurred by EGPG.

Such one hundred (100) percent payment shall be recovered Ly
CONTRACTOR from Cost Recovery Crude Oil in the normal
mammer for the recovery of expenses under Article V1l (a).
Immediately following such payment the specific area shall
sither (i) revert to thc status of an ordinary Development Leasc
.nder this Agreemcnt and thereafter shall be operated in accor-

dance with the terms hereof ; or (ii) alternatively, in the
~ent that at such time EGPC or its Affiliated Company 1S

sonducting all development operations m the arca at its sole
sxpense and EGPC clects to continuc opcrating, the arca shall

remain set aside and CONTRACTOR shall only be entitled
:0 its production sharing percentage of the Crude Oil as speci-
fied in Article VII (b) below and the recovery of the one hund-
red percent (100%) payment made to EGPC at the rate speci-

fied in Article VII (a) below. The sole risk Grude O1l shall be
alued in the manner provided in Paragraph (c) of Article V1L

In the event of any termination of this Agrecment under the
orovisions of paragraph (b) above this Agreement shall, howe-
ver, continue to apply to EGPC's operation of any sole risk
venture hereunder, although such Agrecment shall have been

serminated with respect to CONTRACTOR pursuant to the
provisions of said paragraph (b) ahove.

{d) The development period shall be twenty (20) years from ihe
ate of the first Development Lease. This period may be
renewed for an additional period of Ten (10) years at the option
of CONTRACTOR upon six (6) months prior wrtten notice
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to EGPC. Following Commercial Discovery the extent of the

whole area capable of production to be covered by Development
Lease or Leases shall be mutually agreed upon by EGPC and

CONTRACTOR and be subject to the approval of the Minister
of Petroleum. Such area shall then be converted automatically

into a Development Lease or Leases without the issuance of any
additional legal mstrument or permission.

Development operations thereafter shall be started promptly

by Operating Company and be conducted in accordance with
good oil field practices and accepted petroleum engineering

principles, until the field is considered to be fully developed.
In the event no commercial production of Petroleum in regular

shipments is established in any Block (1/X1’) under the Develop-
ment Lease within three (3) years from the date of issmance of

the Development Lease, such block shall immediately be surz-
endered. This three (3) year time limit shall not apply to a

Commercial Discovery of non-associated gas which shall be
subject to the provisions of Article XXV

) CONTRACTCR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agree-
ment but such costs and expenses shall not include any interest’
on investment, and CONTRACTOR shall look only to the
Petroleum to which it is entitled under this A gr_eemen’é to
recover such costs and expenses. Such costs and expenses shall
be recoverable as provided in Article VII. During the term
of this Agreement and its renewal, the total production achie-

ved in the conduct of such operations shall be divided between
EGPC and CONTRACTOR in accordance with the provision

of Article VI
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() (1) CONTRACTOR shall be subject to the laws in force in
the AR.I. and the political subdivisions thercof, which

impose taxes on or are measured by income or profits, in-
cluding those laws imposing the commercial and industnal
profits tax, municipal tax, defense tax and national secu-
rity tax on income and dividends paid with respect to

shareholders (hereinafter referred to as "A.R.E. Incomc
Taxes?), and except as otherwise provided in the Agree-

ment, shall comply with the 1‘equirem£hts of such laws
with respect to the filing of returns, the assessment of tax,
and the kceping for review by authorised persons of books
and recordls.

Any A.R.E. Income Taxes as described above which
may be levied against CONTRACTOR’s shareholders as
a result of CONTRACTOR’s activities under this Agree-
ment shall be deemed to be a tax levied against CGON'T-

RACTOR.

It is expressly agreed and acknowledged that EGPC’s
share of the volume of crude oil as determmed under
Article VII includes a volume of crude oil to meet the
CONTRACTOR’s AR.E. Income Taxes as described
above in this paragraph (f) (1). EGPC agrees that proceeds
from such crude oil volumes will be used to meet CON-
TRACTOR’s Income Tax liability in A.R.E. as and when

due.

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

(i) The total of the sums received by CONTRACTOR
_ - from ‘the; sale or other disposition of all Grude Oil
.. acquired by CONTRACTOR p‘ursuént to Article
" V11, paragraphs (a) and (b) ;
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LESS

(a) The costs and expenses of GONTRACTOR

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

((y The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Ol taken and separately disposed of by CONT-
RACTOR pursuant to Article VII, paragraph

(a) (2);

PLUS

(1)  An amount equal to CONTRACTOR’s AR.E. In-
come Taxces.

EGPC shall assume, pay and discharge, on behalf of
CONTRACTOR, CONTRACTOR’s AR.E. Income
Taxes out of the sums received by EGPC from the sale or
other cisposition of its share of the Crude Oil.

EGPC shall {urnish to CONTRACTOR the proner offi-
cial recepit evidencing the payment of CONTRACTOR’s
A.R.E. Income Taxes, within sixty (60) days following
receipt by EGPC of CONTRACTOR tax declaration
for the preceding Tax Year. Such receipts shall be issued
by the proper Tax Authorities and shall state the amount
and other particulars customary for such receipts.

{g) In calculating its A.R.E. Income Taxes, EGPC shall be entit-
led to deduct royalties paid by EGPC to the GOVERNMENT

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



VAAY e sl YA (S{1) U XY ool = Lm0

J"J.

[
(Al sl )

Zonl 3 73+ 15T OWA s Jundl prabl

vy

= g JLIJI f-j"!lr O3 .g.._...,..:j "( "\ ) 4 os Jjb:.-d‘)f SNV INE
de e 3 kil 3 BlaLA Al Oldes s oF Jstadd e

ob b o sl e (Yi} Bk ,:{\_;1\ PP R Yy

[P
=

,......_..:3"3 - ;.J n"‘*” h_.,.-::::..“ a,_‘.% ‘i\dci ( \ ) Jx::-‘_g _;o s:_:=:-..~ ds) ,.,H m

- . —

L,_JLn.q-ﬂ )h\”ﬂ Nl 1 ;__JLL_” Caaﬂ- -:*Ll::-:-_i., ._J __E Vo) d«.‘..“g”

o 34,00l aahill hax ,J\a e @ M g AN Sl

g ST Jll S5 B gt (v) S oo Soke JoW Ead S5 ()

ul; ct{ 5.-}_3 (-._J)( )MLH aDL«.l}Lc....a( )‘_ﬂu...,-w_,('{)
ﬂ.‘\i%“u‘».-jtﬁ_}i(*{"*)k_ﬂ;/ua ‘_}Suswbdw VES
L__,L,Lk_;;, ;_3 45 g J...H - gj: ,}E‘l,i'\ Ao | &a.t A d;la.“ ‘JJ’S:?, Q\ 1..;:_)-.2.:

¢ Ml 1‘3‘_’,\?;” aj_c“ Qc. .,..ar..j l

Jle sl e gt plalst o 4 d'“‘J-ﬂﬂ Lol 5 58

S L S VRN NP R Ul P ORI - o OF Jel_all L e
dowS ;...(1 ,ﬁ\ﬂ NP b Y M Sty Y e Oy s¥e> ((Veesere )
Ceedl 5,3 D L ux.,_l.‘ a5l faedt Dl e ‘_,m
(\) KPS P P L.vU:'-' % J R ;(r) 3 RV
do bdo O u}\al\ B g ulj\‘;l()uw‘.l\ 3 Al 4,_.JL;
E g1 A Gan L;'T JoEll e open AoV el 5
G oA 3asll DAY SN e b Vs ((maesees Joadle
Jalill e own {7 ) i Loy I Stoza¥1 3 28 by
S¥es e Ve ((Meevens il L0 d-’*"""ff i o
- LG 81 st by S

i



TT \‘A\MJ{_LO‘{’A@(])@&VYJ-\:H—@}‘;%J?J‘
_\_I___“—
ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(@) CONTRACTOR shall commence exploration operations here-
under not later than six (6) months after the Fifective Date.
Not later than the end of the twenty-fourth (24th) month after
the Effective Date, CONTRACTOR shall start exploration
drilling in the Area, with a committment of drilling one (1,
well during the injtial exploration period. EGPC shall make
avallable for CONTRACTOR’s use all seismic, wells and other

exploration data in EGPC’s possession with respect to the Area.

(b) The imitial exploration period shall be three (3) years. CONT-
RACTOR may extend this exploration period for additional

periods of two (2) years and two (2) years respectively in ac-

cordance with Article IT] b, each upon thirty (30) days prior

written notice to EGPC subject to its expenditure of its minimim

exploration obligations for the then current period.

Frve Hundred Thousand U.S, Dollars ($7,500,000) on explora-
tion operations and activities related thereto during the initial

three (3) year exploration period, including drilling of one (1)
well,

For the first two (2) year period that CONTRACTOR elects

to extend beyond the initial exploration period CONTRAC-

- TOR shall spend a minimum of Six Million US Dollars
($6,000,000) and for the second two (2) year extension period,

CONTRACTOR shall spend a minimum of six Million U.S.
Dollars ($6,000,000).
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Should CONTRACTOR spend more than the minimum
amount to be expended during the imtiat three (3) year explo-
ration period or during any period thereaiter, the excess may
he subtracted from the minimum amount of money required
to be expended by CONTRACTOR during any succeeding

cxploration period or periods, as the case may be.

In case CONTRACTOR surrenders the Contract Area in
this Agreement as set forth above before or at the end of the
third (3rd) year of the initial period, having expended less than
the total sum of Seven Million Five Hundred Thousand U.S.
Dollars ($7,500,000) on Exploration or in the event at the end
of the third (3rd) year CONTRACTOR has expended less thar
said sum in the Area, an amount equal to the difference
between the said Seven Million Five Hundred Thousand U.S.

Dollars ($7,500,000) and the amount spent on cxploration ac-
tivities shall be paid by CONTRACTOR to EGPC at the time

of surrendering or within three (3) months from the end of the
initial exploration period, as the case may be.  Any expenditure
deficiency hy CONTRACTOR at the end of any additional

period for the reasons above-noted shall similarly, result in
a payment by CONTRACTOR to EGPC of such deficiency.

Provided this Agreement is still in force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such pay-
ments as exploration expenditure in the manner provided for
under Article VII in the event of commercial productibn.

Without prejudice to Article IIT (b), in case no Commercial
Discovery is established by the end of the Seventh (7th) year
or in case CONTRACTOR surrenders its Contract Area under
this Agreement prior to such time, EGPC shall not bear any of
aforesaid expenses spent bv CONTRACTOR.
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(¢) At least four (4} months prior to the beginning of each year or
at such other times as may mutuaily be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Explora-
tion Work Program and Budget for the Area setting forth the ex-
ploration operations which CONTRACGTOR proposes to carry
out during the ensuing year. During the exploration period,
such Work Program and Budget shall be at least sufficient to
satisfy CONTRACTOR’s minimum expenditure obligations tor
the period it covers, taking into account any credits for excess
expenditures by CONTRACTOR in prior exploration period.

The Exploration Work Program and Budget shall be reviewed
by a joint committee to be established by EGPC and CONT-
RACTOR after the Effective Date of this Agreement.

This Committee, hereinafter referred to as the “Exploration

Advisory Committee”, shall consist of six (6) members, three

(3) of whom shall be appointed by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory

Committee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory Com-

mittee shall review and give such advice as it deems appropriate
with respect to the proposed Work Program and Budget. Fol-

lowing review by the Exploration Advisory Committee CON-
TRACTOR shall make such revisions as CONTRACGTOK

deems appropriate and submit the Exploration Work Program
and Budget to EGPC for its approval. Following such approval,

it is further agreed that :

(i) CONTRACTOR shall not substantially revise or modify
satd Work Program and Budget nor reduce tlie approved

budgeted expenditure without the approval of EGPC ;
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i) In the event of emergencies involving danger of loss ol
lives or property, CONTRACGTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be con-
sidered in all respects as exploration expenditure and shall
be recovered pursuant to the provisions of Article V11

hereof.

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid costs. o

(¢ CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and in consistence

with good industry practices.

Except as is appropriate for the processing of data, laborz-
tory specialized engineering and development studies thereon,
{0 be made in specialised centers outside A.R.E., all gcological
and geophysical studies as well as any other studies related to
the performance of this Agreement, shall be made 1n the

A.R.E.

CONTRACTOR shall entrust the management of explo-
ration operations in the A.R.E. to 1ts technically competent
General Manager and Deputy General Manager. The names
of such Manager and Deputy General Manager shall, upon

appointment, be forthwith notified to the GOVERNMENT
and to EGPC. The General Manager and, in his absence, the
Deputy General Manager shall be entrusted with suffi-
cient powers to represent and bind CONTRACTOR in all
dealings with the GOVERNMENT and FEGPC. Al lawhil

regulations issued or hereafter to be jesued which are applicabic
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hereunder and not in conflict with this Agreement shall apply
to CONTRACTOR. CONTRACTOR shall be subject to all
laws and regulations in force in the A.R.E. to the extent that
such laws and regulations are not inconsistent with the Provis-

ions of this Agreement.
CONTRACTOR shall supply EGPC, within thirty (30) days

from the end of each calendar quarter, with a Statement of
Exploration Activity showing costs incurred by CONTRAC-
TOR during such quarter. CONTRACTOR’s records and
necessary supporting documents shall be available for inspection
by EGPC at any time during regular working hours for three

(3) months from the date of receiving each Statement.

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

considers :

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

(i) that the costs of goods or services supplied are not n line
with the intemational market prices for goods or services
of similar quality supplied on similar terms prevailing at the
time such goods or services were supplied, provided
however, that purchases made and services performed
within AR.E. shall be subject to Article XXV ;

(iii) that the condition of the materials furnished by CONT-
RACTOR does not tally with their prices; or

(iv) that the costs incurred are not reasonably required tor

operations.
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CONTRACTOR shail confer with EGPC in connection with
the problems thus presented, and parties shall attempt to reach
a settlement which is mutually satisfactory. If within the
time limit of the three (3) months period provided for in this
paragraph, EGPC has not advised CONTRACTOR of its ob-

jection to any statement, such statement shall be considered as
approved.

If within the time limit of three (3) months EGPC has ad-
vised CONTRACTOR of its objections to any statement. then
CONTRACTOR shall confer with EGPC in connection with

the problem thus presented and the parties shall attempt to
reach a final settlement thereto.

(20 CONTRACTOR shall supply all funds necessary  for its
operations in A.R.E. under this Agreement in freely convertible
currency from abroad. CONTRACTOR shall have the right

to buy Egyptian currency whenever required and the conversion
shall be made at the Official A.R.E. Rate of Exchange.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS
MANDATORY

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

CONTRACTOR shall relinquish to the GOVERNMENT a tota!

of twenty five percent (25%) in Blocks of the original Area not ther.
converted to a Development Lease or Leases.

At the end of the fifth (5th) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional twenty-five

percent (25%) in Blocks of the original Area not then converted to
a Development Lease or Leases.



\ahxkﬂﬁhwgé(i)c*l:\‘\‘ .a.v..lt_l‘._.....)&;.u__ﬁh ¢ ¢

( Y ) s ~—'”3 dualzl\ abuh ( ) 0 n.“ft_ll: ‘),::-.'Y‘ CJL; Ca
=1L RN SO WA 4 PR N Oo(v)%ulu!a@gd aliu.l;q,

"4:?""“"'}“"314“(5“ GJU‘ L.U.)(j J"%f

al.: ]! ‘_}5 L?: le el CF ﬂ)\-«n-:""b glza di--.-- (5‘{ J L”*&Jj\.ﬁla.u B
daLo‘j_H) (5 L...m.w .t:z:.\.” '-U:' C")Grd (_3_91 A2 ‘_)_.,,C) Ql ..l?;..::a L@J £ o (51 j{{
& 5,54l _!uw.,. d bl Condl 55 e Zadl Ol Al LY
(«...J) a.n.” (2) iu‘_)‘ a*[._ll_

oW il U e st et las patie Ol (615 _

o oMeT 5 Al (& 85,1

o Bl 61 o gy JHllly B ) Gi5 (g lall GLESYI Aa
ol 8,8 Al Jlol de Sl sbtlh Sldy a L Lge
. ay‘j L_q...lb 3 ,...a..l' ‘

( 4.l aab L )
6 sledl LY dw bl

*C‘?*C (_é J‘jLﬂ.Ll_j ‘lf:.g” u......uﬁ (4 (5_}“?"‘“ L__u,.Lj;_,S\ b)) dp_p:, :’J’?u"i (i),
B A Dleedl S5 5 8 5 ol e Gl Slleally oLl 352

¢ (Obdaall a3l a5 2y Y ¢ iy Bdb Sb s Lt )Lf-’_j
Ky Oldee e E_*F*C 3 4t cﬂjl"_a o f gall Gl

- @‘_ﬁm} il dll oA L_g‘s Uﬂ)Lw N UJi 594t (3 éU:s_g
Q\B‘}@-Lﬂgh thMjTMEY‘n@fM
u‘“‘_,ﬂ-” fLC:J U"*L'-‘ N ubu A u\m‘.ﬂ s d__A uplfﬂ o

O Lg':u J?:: l.a_j ‘Ll.d......‘.l‘ _31 ‘\_,-".9«:." L@)lh.\.m.: 4-.__.....3Y| cﬂ_}.m_g

51y 51 gl 8



£0  \AAY L pl YA S (1) al WY st = dens oy )
Without prejudice to Article IIT and XXI, at the end of the
Seventh (7th) year, CONTRACTOR shall relinquish the remain-
der of the original Area not then converted to a Development Lease
or Leases.

VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish
all or any part of the Area in Blocks provided that at the time of

such voluntary relinquishment its financial obligations for exploration

expenditure under Article IV paragraph (b) have been satisfied for
such period.

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

Following Commercial Discovery, EGPC and CONTRAC-
TOR shall mutually agree upon any area to be relinquished there-
after, except for the relinquishment provided for above at the énd
of the total exploration period.

ARTICLE Vi

OPERATION AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discovery, EGPCG and CONTRACTOR
shall form in the A.R.E. an operating company which shall be
called BITTER LAKE Petroleum Company hereinafter refer-
red to as “BITPETCO” or as Operating Company. The laws
and regulations in force in the A.R.E., to the extent that such

laws and regulations are not inconsistent with the provisions of
this Agreement or the charter of BITPETCO shall apply to
the operations of BITPETCO.

However, BITPETCO shall, for the purpose of this Agree-
ment, be exempted from the following laws and regulations<
as now or hereafter amended or substituted :
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—  Law No. 26 of 1954 ooncerning certain provisions o
joint stock companics, parmership and limited liability
companies as amended ;

—~~ Law No. 141 of 1963 on Representation of Employces
and Workers on the Boards of Companies ;

-~ Law No. 60 of 1971 on Public Institutions and Public
Sector Units ;

— law No. 97 of 1970 organising dealings in foreign curren-
cies ;
— Presidential Decree No. 1868 of 1974 restricting some

contracts of Works of Governmient to Public Institutions
and Corporation and Public Sector Units ;

—  Law No. 113 of 1963 on Salaries.

— Law No. 48 of 1978 on the Staff Regulations of Public

Companies.

‘bY The Charter of BITPETCO is hereto attached as Annex “D”.
Within thirty (30} davs after the date of Commercial Discovery,
the Charter shall take effect and Operating Company shall

automatically come into existence, without any further proce-
cures.

(¢} Ninety (90) days after the date Opcrating Company comes into
rxistence in accordance with paragraph (b) above, it shall pre-
nare a development Work Program and Budget for the remain-
der of the year in which the Commercial Discovery is made:
and not later than the fifteenth (15th) of October of said year
lor such other date as may he agreed upon) and the fifteenth
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(15th) of October of each year thereafter Operating Company
shall prepare an annual Production Schedule, Work Program
and Budget for the succeeding vear. The Production Schedule,
Work Program and Budget shall be submitted to the Board of
Directors for approval.

(d) Not later than the twentieth (20th) day of each month, Operat-

(e)

ing Company shall furnish to CONTRACTOR a written ¢s-
timate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed n
US Dollars having regard to the approved budget. Such es-
timate shall take into consideration anv cash expected to bhe

on hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent bank designated in paragraph ()
below on the first day and fifteenth day respectively, or the next
following busimess day, if such day is not a business day.

Operating Company is authorized to keep at its own disposal
abroad In an account opened with a correspondent bank of
the National Bank of Egypt, Catro, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall be
used for payment for goods and services acquired abroad and for
transferring to a local bank in the A.R.E. the required amount
to meet expenditures in Egyptian Pounds, for Operating Com-
pany in connection with its activities under this Agreement.

Within sixty (60) days after the end of each Fimmancial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by
a recognised firm of auditors, showing the funds credited to
that account, the disbursements made out of that account and
the balance outstanding at the end of the year.
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If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot durag
the period of such excess be used by the Operating Compatiy,

EGPC will consult with CONTRACTOR to find a mutuaily
agreed formula whereby EGPC shall use the excess capacity 1
it so desires without unreasonable financial, operational or other

disadvantage to the CONTRAGTOR.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(1) Cosi Recovery Crude O :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses
respect of all the exploration, development and related ope
rations under this Agreement to the extent and out of
thirty-five percent (35%) per annum of all Crude O1l pro-
duced and saved from all Development Leases withm the
Area hereunder and not in Petroleum Operations. Such
Crude Oil is hereinafter referred to as “Cost Recovery

Crude O11”.

For all Exploration, Development and Production here-
ander, such costs and expenses shall be recovered from Cost
Recovery Crude Qil in the following manner :

(i) All Operating Expenses, incurred after mitial Com-
mercial Production, which for the purposes of this

Agreement shall mean the date on which the first re-
gular shipment is made, shall be recoverable either in
the Tax Year in which such costs and expenses are
sncurred and paid or the Tax Year in which initial
Commercial Production occurs. whichever is the later
date.
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i1) Exploration Expenditures including those accumulated

prior to the commencement of initial Commercial Pro-
duction, which for the purpeses of this Agreement
shall mean the date on which the first regular shipment
is made, shall be recoverable at the rate of twenty per-
cent (20%) per annum starting either in the Tax Year
in which such expenditures are incurred and paid or
the Tax Year in which initial Commercial Production
commences, whichever is the later date.

1) Development Expenditures, including those accunmi-

lated prior to the commencement of initial commer-
cial Production shall be recoverable at the rate of
twenty percent (20%) per annum starting in the Tax
Year in which such expenditures are incurred and

paid or the Tax Year in which initial Commercizl
Production commences, whichever is the later date.

(iv) To the extent that, in 2 Tax Year, costs, expenses or

)

expenditures recoverable per paragraphs (i), (i) and
(1) preceding exceed the value of all Cost Recovery
Crude Oil for such Tax Year, the excess shall be
carried forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but in no

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

For the purpose of determining the classification of
all costs, expenses and expenditures for their recovery,
the following terms shall apply :

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

2. “Development Expenditures” shall mean all costs

and expenses for Development with the excep-
tion of operating expenses.
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3, “Operating Expenses” shall mean all costs, expeit-
ses and expenditures made atter initia] Gommes

cial Production, which costs, expenses and expen-
ditures are not normally depreciable.

However, Operating Expenscs shall include work-
over repair and maintenance of assets but shall not

include any of the following : side tracking, redrilling
and changing of the status of a.well from oil well t
water well and vice versa, and replacement of :.ssets
or a part of an asset, major overhauling that extends
the life of the asset, additions, improvements and rt-
newals, such costs te be regarded as cither Exploration
Expenditures or Development Expenditures as appro-

priate.

(vi) Tt is understood and agreed upon that the recovery
of costs and expenses as based upon the rates referred
to above shall be allowed to each quarter proportiona-
tely (one fourth to each quarter). However, any
allowable costs and expenses not recovered in one qua-

rter, as thus allocated, shall be carried forward for
recoverv in the next quarter.

(2) CONTRACTOR shall each year take and separately dis-
pose of all Cost Recovery Crude Oil Produced, ‘ except as
provided in sub-paragraph (a) (3) below of this Article VII,
plus its share of the balance of the Cirude Oil as stipulated
in paragraph (b) below of this Article VII. To the extent
that the value of the Cost Recovery Crude Oil (as deter-
mined in sub-paragraph (c) below) exceeds the actual re-

coverable costs and expenditures. including any carry for-
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ward trom paragraph (a) (1) (iv) above, to be recovered in
that year, the value of such excess Cost Recovery Crude
Oit actually taken and separately disposed of by CON-
TRACTQR shalil be paid by CONTRACTOR to EGPC
in the manner set forth in Article IV of the Accounting
Procedure contaired i Annex “E”° and CONTRACTOR
shall he deemed. to have purchased such excess Cost Re-

covery Crude Oil from EGPC,
(3) Ninety (90} days prior to the commencement of each year

EGPC shall be entitled to clect by notice in writing to
CONTRACTOR ta take delivery in kind, ¥.0.B. expart
terminal or other agreed delivery point, of up to 50 per-
cent of any excess Cost Recovery Crude Oil for that year,
and thereby reduce the amount to be purchased by CON-

TRACGTOR i the sarne percentage amount.

(b} Production Sharing : |
The remaimng sixty-five pertent 65%) of the Crude Of
shall be taken and dispesed of separately by EGPC and CON-

- TRACTOR according to the following incremental scale :

Crude oil' produced and’ saved under| EGPC CONTERAC-
this: Agreement and not used in Shar TOR
) | are
Petroleum operations o ' Share
barrels per day (BOPD)- 7 %
That portion or increment up to |
50,000 BOPD | 80% 209,
" That portion or increment from | |
50,000 BOPD to 100,000 BOPD | 839% j 17%

That portion or increment ;
over 100,000 BOPD- 859 159%
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(c) (1) It is the intent of the Parties that the value of the Csost
Recovery Crude Oil shall reflect the prevailing open market
price for Crude Oil. For the purpose of evaluating the
prevailing open market value of the quantity of Cost
Recovery Crude Qil to which CONTRACTOR is entitled
hereunder during each calendar semester, the weighted
average price realized for comparable guantities on com:
parable credit terms in freely convertible currency from
F.O.B. point of export sales to non-Affiliated Companies

during such semester at armslength by either EGPC or

CONTRACTOR under all GCrude Oil sales contracts
currently in effect, but excluding Crude Oil spot sales not
consistent with prevailing open market prices for similar
Crude Oil and also excluding Crude Oil sales contracts.

involving barter, whichever is higher, shall be used. 1t is
understood that in the case of C.LF. sales, appropriaic
deductions shall be made for transport and msurance
charges to calculate the F.O.B. point of export price ; and
always taking into account the appropriate adjustment
for quality of crude oil, freight advantage or disadvantage
of port of loading and other appropriate adjustments.
Nevertheless, if CONTRACTOR considers the value of
the Cost Recovery Crude Oil so determined not to reflect

the market conditions prevailing during the calendar
semester, CONTRACTOR and EGPC shall meet and

mutually agree upon the price.

(2) 1f during any calendar semester there are no such sales
by EGPC or CONTRACTOR under Crude Oil sales
contracts currently in effect, EGPC and CONTRAC-

TOR shall meet and mutually agree upon the price ef
Crude Oil to be used in determining the value mentioned

in sub-paragraph (c) (1) above : Pending such mutus! |
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(d)

agreement the price used shall be the last price determi-
ned pursuant to sub-paragraph {(c) (1), or under this sub.
paragraph (c) (2) whichever 1s later, and appropriate

adjustment will be made thereto after determination of a
mutually agreed price by EGPC and CONTRAGTOR.

Operating Company shall prepare (not less than ninty (90)
days prior to the beginning of each calendar semester folio-
wing regular production) and furmsh 1n writing to CONT-
RACTOR and EGPC a forecast setting out the total quantity
of Petroleum that Operating Company estimates can be pro-
duced, saved and transported hereunder during such calendar

semester in accordance with good oil industry practices. Ope-
rating Company shall endeavour to produce cach calendar
semester the forecast quantity. The Crude Oil shall be rua
to storage tanks constructed, maintained and operated accor
ding to Government Regulations, by Operating Company n
which said Crude Oil shall be metered or otherwise measured
for royalty, and the other purposes required by this Agreement.

CONTRACTOR shall have the right and the obligation 10
separately take and dispose of currently all of the Crude Oil
to which it is entitled as is determined in accordance with
sub-paragraphs (a) and (b) of this Article. Subjéc.t to payment
of sums due EGPC under Article VII (a) (2) and IX, CON1-
RACTOR shall have the right to retain abroad all funds ac-
quired by it abroad including the proceeds from the sale of 1ts
share of Crude Qil exported.

At a reasonable time prior to the commencement of Commer-
cial Production EGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker liftings from the
agreed upon point of export so as to prevent curtailment of
production operations due to failure to hit.
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ARTICLE VII1

TITLE TO ASSETS

{a) EGPGC shall become the owner of all assets acquired and owned
by CONTRACTOR in connection with the operations carried

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

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

is purchased.

(2) Title to fixed and movable assets shall be transferred aut-
omatically from CONTRACTOR to EGPC as they
become subject to recovery in accordance with the pro-

visions of Article VII, ; however, the full title to fixed
and movable assets shall be transferred automatically
from CONTRACTOR to EGPC at the time of termina-
tion of the Agreement, whichever first occurs.

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

within thirty (30) days of the end of each quarter.

(6) During the term of this Agreement and the renewal pecod
CONTRACGTOR and Operating Company are entitled to the
full use of all fixed and movable assets in connection with

operations hereunder in (1) the Area and (2) any other area
approved by EGPCG and CONTRACTOR and proper accoun-
ting adjustment shall be made. CONTRACTOR and EGPC

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

{c) CONTRACTOR may freely import into A.R.E., use therein

and freely export at the end of such use machinery and equip-
ment which it either rents or leases in accordance with good

industry practices.
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ARTICLE IX

SIGNATURE -AND PRODUCTION BONUSES

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

(b)

(d)

sum of One Miltion U.S. Dollars {$1,000,000) on the Lifective
Date. _

CONTRACTOR shall pay to EGPG

the sum of Two Million U.S. Dollars ($2,000,000) as a Produc-
tion Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) barrels per day for a period
of thirty (30) consecutive producing days. Payment will be
made within fifteen (15) days thercafter.

CONTRACTOR shall also pay to EGPC the additional sum of
Four Million U.S. Doilars (§4,000,000) as .a Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (100,000) barrels per day for a pertod
of thirty (30) consecutive producing days. ~ Payment will be
made within fifteen (13) davs therealter.

CONTRACTOR shall also pay to EGPC the additional sum
of Six Million U.S. Dollars ($6,000,000) as 2 Production Bonus

when the total average daily production first ncaches the rate

of one hmdred and fifty thousand (150,000) barrels per day

for a period of thirty (30) consecutive prochucing days. Payment

will be made within fifteen (15) days thereatter.

Both aforesaid Signature and Production Bonuses shall m 1o

event be recovered nor amortized by CONTRACTOR.
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(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article II1 (c) hereinabove,

production from such sole risk area shall be considered for the
purposes of this Article IX only if CONTRACTOR exercises

its option to share in such production, and only from the nitial

date of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at which

notices shall be validly served.

The General Manager and Deputy General Manager shall be

entrusted by CONTRACTOR with sufficient power to carry out
immediately all local written directions given to him bv the GOVER-
NMENT or its representatives under the terms of this Agreement.
All lawful regulations issued or hereafter to be issued which are ap-
plicable hereunder and not in contlict with this Agreement shall

apply to the duties and activities of the General Manager and
Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are left at the office of the General Manager or which are
sent to hiny by registered mail to CONTRACTOR’s office in A.R.E.

All matters and notices shall be deemed to be validlv served
which are left at the office of the Chairman of FEGPC or which are

sent to him By registered mail at EGPC’s main office in Cairo.
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ARTICLE XI

SAVING OF PETROLEEM AND PREVENTION OF LOSS

()

Operating Cémpany shall take all proper measures, according
to generally .%lécﬁptecl methods mm use in the o1l mdustry  t
prevent,.bm ﬁa‘ste of petroleum above or wder the grouiic
in any form durmng drilling, preducing, gathering and distribu-
ting or storage operations., The GOVERNMENT has the
right to prevent any operation o any well that it might reaso-
nably expect would result m loss or damage to the well or the
oil field.

Upon completion of the drilling of a proeductive well, the Ope-
ratmg €ompany shall mferm the GOVERNMENT or s re-
presentative of the time when the well will be tested and the
production rate ascertained.

Except in instances where multiple producing formations in
the same well can only be produced economically through a
single tubing string, Petroleum shall not be produced from
multiple o carrymg zomes through one string of tubing at the

same time, except with the prior approval of the GOVERMN-
MENT or its representative.

Operating Company shall record data regarding. the quantities
of petroleum and water produced monthly from each Deve-
lopment Lease. Such data shall be sent to the GOVERN-
MENT or its representatiVﬂ' on the special forms provided {or
that purpose within thirty (30) days after it is obtaned. Paily
or weekly statistics regarding the production from the Area

shall he available at all reasonable times for examination by
autherized representatives of the GOVERNMENT.
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(e) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used m the well for the purposc of proteciing Per-

rolcum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well
atter 1ts completion should be subject to the approval of the repre-
sentative of the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC, GONTRACTOR, Operating Company and their. for-
eign contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permutted to import
and shall be exempted from customs duties, with respect to
the importation of machinery, equipment, vehicles, materials,
supplies, consumable items, foodstuffs and movable property
when certified by responsible representative of EGPC, to be
used soley 1n carrying on operations under this Agreement.

(b} Each expatriate employce of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall
be permitted to smport and shall be exempt from all customs
duties with respect to the rcasonable importation of household
goods, consumable items, foodstuffs (within the limits approved
by Ministry of Petroleum, and perscnal effects including one
automobile provided however, that such properties are imported
for the sole use of the employee and his family and provided
further, that no such property imported by the employee shall

be resold by him i theA.R.E. except in accordance with
GOVERNMENT regulations. |
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(¢) The emmptmn provided in (a) of this Article shall not apply
to any lmported items. when EGPEC considers and shows that
items of the same or subsiantially the same kind and quality
are manutactured locally and are available for purchase and
timely delivery in the A R.I. at a price not higher than ten (10)
percent more than the cost of the imported item before customs
duties, but after transportation and insurance costs have been

added.

(d) Without prejudice to Article VIII, any of the items mmported
mto the A.R.E either cxempt or not-exempt from customs duties,
taxes or imposts under this Article may be exported by the
importing party at any time without the pavment of any €xXport

duty, or impost.

(¢) Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the A.R.E. pro-
vided that the purchasers pay the applicable customs duties,
taxes or imposts, if any, except if sold to EGPC or an Affilliated
Company of EGPC,

(f) Material, equipment and goods so damaged or used as to he
non-serviceable and which are classified by CONTRACTOR
or Operating Companvy as scrap or junk (any such CONTRAG-
TOR’s appraisal being subject to EGPC approval and any such
Opﬁfaﬁng' Company’s appraisal being subject to EGPC and
CONTRACTOR approval) may be sold as scrap or junk

without payment of customs duties, taxes or imposts.



VAAL 4o sl YA (1)) Cilr YV -ualt o 1:........-;;!1 ;"J.;_f& V¢

r

-

g Al G A 3t el ¢ oo Slles ) o Wl g (J)
: ule ﬁ” ;_;ii"-" C"‘:TH alds Moo, i_)‘,: 4:;.”1-.: (;) L (.A)
L_,:_JLC? Sl - 4 a! ¢ n.}J..'.'.._.‘..i \,,J La .3|.3d.:,..u‘ JJL__.,‘L.U L’:’:‘:"""i
QM 6 A> g ol o ¢l Lﬁ'l; Ly L C:!Ji_} Silegh! __gT 2‘_,.“ PR
. o
GV s 8 Lasi o LS (4S5 o e 1y Jots ()
Lol ) A 3l AN a1 5T LSl 5T S Ll o g I &I
s 51T Gty I ((conl b Shss 5 do ool 2 L
o el LS ST o sl

Do AN st e e 6 g 20 By Sl 3,5 (4)

5
|-\__,€J. 4 las Lg_;:b-»\ ‘l.....af..o ‘LJLA (_J‘:f‘_.sg (_Sfi o ;__ngfbjT r_,..-u_)

* tﬂwY‘ a-i.___.h L._;\Efls_u_ __.,5«-\...4'.'.”

( 5 A2 4N sal )

Sle g3all wnldl L SLlead] S15s

'

Sl sl SULL Q51 &5 ey Jatalyy g o S ess (1)
i L TNCIEPIRS VSTt WA S & ol
o Jooealle Yl L bl o Lo 00 LS, () Gl G 5,00
Lg__:r_.-}-ﬁ*r! JE'E..U! i’«l._‘...;..i' C‘LU-L(} A J_gJ..J‘ ‘LC-L__...&(_? ‘Lnl,c "-\n._..-.-c:.v

SV odn (p2%0 JleeT oo ddy b ma g 001 Sl s
s A& b"&:i“t 4 _E.ib-.l‘_g a:-_._..“ J_g“}‘.'.:.” :;..."S‘ :tw.ﬂg U A d Le-:
u'}{:z-_,...a; J?lé.) '._JL.L:J Lf dos L)1 K_.,...i-lj J_gli“ éa\.._m.,_g ¢ dWYI

4G ! Sl SAY L S Vet Glaadl g tade Lglloo




V o VAAN A },{_L' YA (.:’; (F' ) CL * V) *.-..-.-AJ.JE Ef--'-uf_*.:_-d1

el

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

manner .

CONTRACTOR shall be entitled to reimbursement of its

unrecovered cost, if any, in such material or equipment and
the excess, if any, shall be paid to EGPC.

(h) “Customs Duties”, as used herein, shall include all dutics, taxes
or imposts {except those charges paid to the GOVERNMENT

for actual scrvices rendered), which are payable as a result of
the importation of the itcm or items under consideration.

i#»  There shall be no lhcence required, and CONTRACTOR,
EGPC and their respective buyers shall be exempted trom any
duty, tax, fce or any other financial 1mpost in respect of the

export of Petroleum hereunder.

ARTICLE X111
200KS OF ACCOUNT : ACCOUNTING AND PAYMENTS

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

i accordancs with the Accounting Procedure in Annex “E”
and accepted accounting practices generally used in the pet-

roleum industry, and such other books and records as may be
necessaary to show the Work performed under this Agreement,

including the amount and value of all Petroleum produced and
saved hereunder. CONTRACTOR and Operating Company
<hall keep their hooks of account and accounting rccords m
United States Dollars. Operating Company shall furnish to
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“the GOVERNMENT or its representative ~monthly returns

(2)

showing the amount of Petrolenm produced and saved here-
ander.  Such’ réturns shall be prepared in the form required
by the ‘GOVERNMENT, or its representative and shall be
signed by the General Managé.r or by the Deputy General
Manager or a duly designated deputy, and delivered to the
GOVERNMENT or its representative within thirty (30) davs
After the end of the month covered in the return. |

The aforcsaid books of account and other books and records

eferred to above shall be available at all reasonable times for
inspection by duly authorized representatives of the GOVERN-

MENT.

CONTRACTOR shall submit to FCPC a Profit and Loss
Qtaternent for.the Calendar Year not later than March 15 of

the following year to show its net profit or loss from the pet-

roleum operations under this Agreement for such veanr.

CONTRACTOR shall at thc same time submit a year-
end Balance Sheet for the same Calendar Year to EGPC. The
Balance Sheet and Financial statements shall be certified bv
an Bgyptian certified accounting firm accepted by EGPC.

ARTICLE X1V
RECORDS. REPORTS AND INSPECTION

CONTRACGTOR and / or Operating Company shall prepare
and, at all times while this Agreement is in force. maintain
accurate and current records of its operations in the Area

hereunder.

CONTRACTOR and / or Operating Company shall furnish
the GOVERNMENT or its representative, in conformity with
applicable regulations or as the GOVERNMENT or its repre-
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sentative may reasonably require information and data con-
cerning 1ts operations under this Agreement. Operating “iom-
pany will perform the functions indicated in this Article XIV
i1 accordance with their respective role as specified in Article

VI.

CONTRACTOR and Jor Operating Company shall save and

keep for a reasonable period of time a representative portion
of each sample of cores and cuttings taken from drilling wells.

to be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.

All samples acquired by CONTRACTOR and/or Operating
Company for its own purposes shall be considered available for

inspection at any reasonable time by the GOVERNMENT or
1ts representatives.

Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.R.E., samples cquivalent in size anc
quality shall, before such exportation, be delivered to EGP{:

as representative of the GOVERNMENT.

Originals of records can oaly be exported with the permission
of EGPC: provided. however, that magnetic tapes and any other
data which must be processed or analyzed outside the A.R.E.
may be exported if a monitor or a comparable record, if
available, is maintained in The A.R.E. and provided that such
exports shall be repatriated to AR.E. on the understanding

that they belong to EGPC.

During the period CONTRACTOR is conducting the explo-
ration operationss CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or cmployees
to have full and complete access to the Area at all reasonable

times with the right to obscrve the operations being conduc-

ted and to inspect all assets, records and data kent bv  CON-

TRACTOR. FEGP(’s representative, in cxercising 1ts rights
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under the preceding scutence ol this paragraph. (¢), shall not
interfere  with CONTRACTOR’s operations. CONTRAC-

_TOR shall provide EGPC with copies of any and all data

(including, but not limited to, geological and geophysical re-
ports, logs and well surveys) information and interpretation
of such data, and other information in CONTRACGTO R’s
possession. All such data and information shall be strictly cen-
fidential and shail not be divulged by EGPC except to” Al
filiated Companies, or by the GOVERNMENT without the
consent of CONTRACTOR while this Agreement remains in
force. However, for the purpose of obtaining new offers, she
GOVERNMENT may show any other party geophysical and
geological data (the age of which 1s not less than one year) With
respect to thc Area adjacent to the Area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in Jaw
toward third parties for any damage caused by operations and
shall indemmify the GOVERNMENT and / .or EGPC against
all damages for which they may be held liable on account of any
such operations. CONTRACTOR shall have the opportunity
to nvestigate or otherwise deal with any such claim by a third

party.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shal

have access to the Area covered by this Agreement and to the ope-
Fntions conducted therein. Such representatives may examine the

books, registers and records of EGPC, CONTRACTOR and Ope-
Iating Company and make a reasonable number of surveys, drawings
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and tests {or the purposc of enforcing this Agreement.  They shall,
for this purpose, be entitled to make reasonable usc of the machinery
and mstruments of CONTRACTOR or Operating Company on
the condition that no danger or impediment to the operations here-
under shall arisc directly or indirectly from such usc. The GO-
VERNMENT shall indemnify and reimburse CONTRACTOR or
Operating Company for aty loss or damage which may in fact result
from any such use of said machinery and instruments. Such repre-
sentatives shall be given reasonable assistance by the agents and em.
ployees of CONTRACTOR or Opcrating Company so that none of
the activities shali cndanger or hinder the safety or efficiency of the
operations. CONTRACGCTOR or Operating Company shall offer
such representatives all privileges and facilitics accorded to its own
employees in the field and shall provide them, free of charge, the use
of reasonable office space and of adequately furnished housing while
they are in the ficld for the purpose of facilitating the objectives of
this Article. Any and all information obtained by the GOVERIN.
MENT or its representatives under this Article XVT shall be kept
confidentialwith respect to the Area and shall not be disclosed during
the terms of this Agreement without prior written consent of EGPC

and CONTRACTOR.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

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

(1) The expatriate admmistrative, professional and technical
personnel  employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the cou-
duct of the operations hereunder, shall be granted a resi-

~dence as provided for in Law No. 89 of 1960 as amended
and Mimnisterial Order No. 9 of 1963 as amended, and
CONTRACTOR agrees that all immigration, passport,
visa and cmplovmmt regul.ations of the A.R,E., Shall he
applicable to all alien cmployecs of CONTRACTOR work-

ng in the A.R.E.
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(2) A of twenty - five (25) pexcent of the combined
salaries and wages of each of the expatriate administrative,
professional an c} technical personnel employed by 'C}ONT_
RACTOR or Operating Company shall be paid monthly
Egyptian currency the balance may be paid abroad monthly
in forexgn cmfrency: On final repatriation such personnel
shafl ‘have the right to remit abroad W U.S. Dollars or other
currencies the umased portion of Egyptian Currency i €x-
cess of twenty-Five {25) percent of such personnel’s salary.

(b) CONTRACTOR and :Operating Company shall each select 1ts
employees and determine the number thereof, to be used for
operations hereomeer.

() CONTRACTOR shall, after consultation with TGP, prepare
and’ carry out specialized training programs for all its A.R.E.
employees engaged in operations hereunder with respect to
applicable aspects of the Petraleum industry. CONTRACTOR
and Operating Company undertakes to replace gradually their
non-cxecutive expatriate staffs by qualified mafionals as they
are available.

(d) During the period -when CONTRACTIOR s conducting
Exploration, CONTRACTOR shall give mutually agreed num-
bers of EGPC emplovees an opportunity to attend and parti-
cipate in training programs to be agreed upon between EGPC

and CONTRACTOR,
ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Opcrating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof as amended by
I.aw No. 86 of 1956 and regulatiens issued for the implemaentat-
ion thereof, mcluding the regulations for the safe and efficient
performarice of operations carried out for the execution of this
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Agreement and for the conservation of the Petroleuin resources
of the A.R.E. provided that no regulations, modification or m-
terpretation thercof shall be contrary to or inconsistent with
the provisions of this Agreement.

EGPC, Operating Company and CONTRACTOR shall bc
exempted from all taxes, with respect to the extracting, produ-
cing, exporting or transporting of Petroleum hercunder. CON-
TRACTOR and Operating Company shall also be exempted

from any tax on capital or asscts.

The rights and obligations of EGPC and GONTRACTOR
under, and for the effective term of this Agreement, shall be
governcd by and in accordance with the provisions of this
Agreement and can only be altered or amended hy the mutual
agreement of the said contracting parties.

The contractors and sub-centractors of CONTRACTOR and
Operating Compnanv shall be subject to the provisions of this
Agreement which affcct them. Insofar as all regulations which
are duly issued bv the GOVERNMENT apply from tune to
time and are not in accord with the provisions of this Agreement.

such regulations shall not apply to the CONTRACTOR an.|
subcontractors.

ARTICLE XIX

RIGHT OF REQUISITION

(a) In case of national emcrgency due to war or imminent expec-

tation of war or internal causes, the GOVERNMENT mav
requisition all or part of the production from the Area obtamed
hereunder and require Operating Company to increase sucii
production to the utmost possible maximum. The GOVERN-
MENT may also requisition the oil ficld itself and, if Necessary

related facilities.
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(by In any such case, such regmisition shall not be effected except
after inviting EGPC and CONTRACTOR or their represen-
tative by registered letter, with acknowledgement of receipt,
to express their views with respect to such requisition.

(¢) The requisition of production shall be effected by Ministerial
order. Amy reguisition of anoil field itself, or any related fachi-
ties shall be effected by a Presidential Decree duly notified to
EGPC and CONTRACTOR.

(d) “In the event of any requisitien as provided above, the GOVE-
RNMENT shall mdemnify in full EGPC and CONTRACTOR
fOl the period during which the requisition is maintained,

‘inchuching
(1) AH damages which result from such requisition.

(2) Full payment each month for all Petroleum extracted by
‘the GOVERNMENT less the royalty share of such

production, and
2

(‘3) Other obligations of Contractor and EGPC hereunder.

However, any damage resulting from enemy attack 1s not
within the meaning of this sub-paragra ph (d). Payvment here-
under shall be made to CONTRACTOR 1n 1.S. Dollars re-
mittable abroad. The price paid to CONTRACTOR for Pet-

roleumn taken shall be calculated in accordance with Article V11

naragraph (c).
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(a)

(b)

ARTICLL XX

ASSIGNMENT

Neither EGPC nor CONTRACTOR may assign to a person,

firm or corporation not party hereto, in whole or in part, any
of its rights, privileges, dutics or obligations under this Agree-
ment without the written consent of the GOVERNMENT.
However, either EGPC or CONTRACTOR shall be free to

assign its rights, privileges, dutics and obligations under thus
Agreement to an Affiliated Company ; andl provide, further, that

the assignee shall be as qualitied as the assignor with respect

(0 its technical and financial competence, and excepting assigu:

ments to assignee wholly owned by CONTRACTOR approval

(o the assignment shall be fist obtained.

Tn the event that EGPC or CONTRACTOR wishes to assign,
i1 whole or in part any of its rights, privileges , duties or
obligations hereunder as aforesaid, the written consent thereto

of the GOVERNMENT if required under this Article shail

not be unreasonably withheld. To enable consideration to be

given to any request for «uch consent, the following conditions

must he fulfilled :

(1) The obligatious of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such

request is made.

(2) The proposed assignec Or assignees must produce rease-
nable evidence to the GOV ERNMENT of its or their finan-

cial and technical competence.
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(3) The instrument of assignment must include Provisions
stating precisely that the assignee is hound by all coven-
ants contained in this Agreement and any modifications or
additions in writing that up to such time may have been
made. A draft of such instrument of assignment shall
be submitted to the GOVERNMENT for review and

approval before being formally executed.

¢} Every executed and delivered instrument of assignment assigning
any of the rights, privileges, duties or obligations hereunder of
EGPC or CONTRACTOR, shall be submitted to the GOVE-
RNMENT approves the assignment, for registration in :he
registers.

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

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

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

(1) 1If 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 hereunder contrary to the pro-
visions of Article XX hereof :

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

(4) If it does not comply with any final decision reached as
the result of court proceedings conducted under Article

XXTI paragraph {a) hereunder :



\AAY 4o ple YA { ) "\’ VY sl - dame oo o Q¢

_-___-_--_-_——'—-"——-n-—nﬂ——

g

¢ Db a1 4 ol 0 2S5 09 M At 13 e

SAla CyS u.:_......t_g G :LA.BWY‘ 5 4 E....a..-..: YV La ¢ 4..:5_3_;%” T
Obdead D 4 i) Comd e Y s Ol 2 0V 5 G 5
deto 3 A ,l) sel il 5, ¢ BEYE ol s Lo pe ¢ (5 o

-

L ‘C.;_,Q ":;..
L}"’ e

(_.-"”"fs_g L&!ﬁ:‘.a Lj‘ 4.4_}(.‘43‘ .‘.?..‘-‘P:.'J Oit_..m?:: ‘dl}tjl a.-f-ﬁ-*- d.:.-; \qu]

O g ) (.u(_,.gr o1 3Ly oagl b A g addloma &1 ST IS 9
VoA 6 yaen ald A o3 Ol JAaakl yqor Ad v =y |
53 VI Uin Ay ¢ T n o g e Bl 5
u#‘,.a,..i 8 ¢ Jalali a2 ds o oed] S A § s LSi{ N

;:0“:“ Jju J}ﬁi MDY RV e Oadom al L. (_é_g : :i:}llii'.}” 3 AA

SB A LA o LS L dlis 5T DGl 5T1 131 ()

s>l @ L)l S L LW B ) 4._.,1.1:}!‘ san =LY
oS sl sl A OV Ao sTall e amd o (ol s L5101

Sy goonss J] ua_,a[aﬂ G b Lass u}td-«:-n aladl 0N Je s

reoends s el 130 A15Y akil 03 (_,u_,,la_Hm"lS’;.\a.T 'T_,Adu\

O e ¥ Sdee 131 s ¢ Ly (ﬂu)- el (2da 8 —

paey gl s raned Shoelive C*“*” RYY ;-m! O ol A

do ol Do M 3 2l L3N 5 15 sadl lag Hlhay

] s Q151 5w 13l e Jalid roms OMNel Dl

.Jﬁ

4:\9 _Jl.Iab-\.“ J..s uhn Lajp (ﬁ;) u\a_._...” d.iLgr (_B M_,” G&--::ud
‘b)_}q_g:g” dw:, A _}1 j] #A‘L .,J.aJ‘ Ul; ‘l.SLl \.s” a-\.ﬁ S-l,.” _',_’::-a



40 VAL L LA S (1) A Y s R sy b

———

(5) If it intentionally extracts any mineral other than Pet,
roleum not authorized by this Agreement or without the
authority of the GOVERNMENT, except such extrac-
tions as may be unavoidable as the result of operations
conducted hercunder in accordance with accepted Pet-
roleum industry practice and winch shall be notified to
the GOVERNMENT or its representative as soon as

possible ; and

(6) If it commits any material breach of this Agreement or
of the provisions of law No. 66 of 1953, as amended by,
Law No. 86 of 1956, which are not expressly contradicted
by the provisions of this Agrecement. Such cancellation

shall take place without prejudice to any rights which
may have accaued to the GOVERNMENT against

CONTRACTOR in accordance with the provisions of this
Agrcement, and, in the event of such cancellation, CON-

TRACTOR shall have the ught to remove from the Area
all 1ts personal property. *

by I the. GOVERNMENT deems that one of the aforesaid
causes {other than a force majeure cause referred to m Article
XXIT hereof) exists to cancel this Agreement, the GOVERN-

MENT shall give CONTRACTOR ninety (90) days written
notice personally served on CONTRACTOR’s  General

Manager in the legally official manner and receipt.of which
is acknowledged by him or by his legal agents, to remedy and
remove such cause; but if for any reason such service is im-
possible due to unnotified change of address, publication
the Official Journal of the GOVERNMENT of such notice
<hall be considered as validly served upon CONTRACTOR.
[f at the cnd of the said ninety (90) days notice period such
canse has not been remedied and removed, this Agreement may
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be cancelled forthwith by Order or Presidential Decree as
aforesaid; provided however, that if such cause, results from
any act or omission of one party, cancellation of this Agree-

ment shall be effective only against that party and not as
agamnst the other party hereto.

ARTICLE XXIT

FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and
CONTRACTOR, or ecither of them of any obligation under
this Agreement shall be excused 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 during such delay, shall be added to the time
given in this Agreement for the performance of such obligation
and for the performance of any obligation dependent thereon
and consequently, to the term of this Agreement, but only with

respect to the block or blocks affected.

(b) “Force Majeure”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or the
Government of the United States of America with respect to
CONTRACTOR whether promulgated in the form of a law

or otherwise or 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, pro-
vided that anv such cause is beyond the reasonable control of

EGPC and CONTRACTOR, or either of them.



VAAN v ole YA s..s’ (1) £8 XY sl s G st A

o

l(.j N> S u‘l" 'S VJ by 3;5 I Lu J)L’P-\.“ r.l.p Ca(c)
4_.::.5” 4{»-'_3» (_3 ‘LJJL._«-O %i :-;m},(agll J.g.'b-_.J Y 4.&\:5"}” n...L_.&:
| ,_)_,ﬁ & sl N > 9.5 3T 1....5:1 st.—i Oy ¢ Lo ;_ﬂ ﬂ‘i ¢ Jalall
s il Al Lo Lo (el Lzl 5 alat 5 gt &V oya Dl dons
da g g olo lgo o7 3T A Y 911 LT L O 50 | NP

v Ao all 2e 4 ggen
SV 9\ Cendd JSN 5 il L 8T 5 el 3l Sl Al i 151 (5)
O 5 d (¥ ) e by ASE dibdl sdla el o Ly sland
O}Ju A ‘L.Sl.ﬂ_‘ﬂl ﬁ..-‘\.__ﬁ‘i K—-f-'-"'_jr*u- 4.3[,.;‘ ‘..]1 FL_.@J! d ) 'uqu-wU
b gl Ly WSE Jip VO B () el G ake

| -

. :’u‘ !':L_,;j \J

Ui Y Gl N et Gl 8 B LSO o Lan e 15 T ()
w| :i._,_,aJa.” -y dd}}qwzr- ,.Jﬂmﬂ ‘J” JL::&-.: ‘ wLa‘:Yl a‘.i____.ﬂs
* rflb:l.‘ .:u:l.___h Q’JL' O Lng- !;-‘_:.I_H (5 3 2 4::1: ‘_}.‘.a,all Lo las

s ¢ LUV g Gl Lot Ldly Jslill o Lz 15 T ()
c.h,..Jl, (J,Jwig@Ji mm,cr&diw}ﬁ LS

B ¢ sl 4 lontl] &5 a0 Q_.Cz.ll G It el gl L (g g
_.._.Nl:Jl gan e Gy el yill sds 3 o sl 34 ede Yl



44 VAAY 2w gl YA o (1) 2O VY i Z i s s

-

il

e am
- _-"\-l—-“l-'l'—"'l-.- vﬁm.ﬂfﬁm“".__u e irdag—— N T Y bt 1L T ]

(c) Without prejudice to the above and except as may be other

wise provided herein, the GOVERNMENT shall incur no
responsibility whatsoever to EGPC  and CONT RACTOR, or
either of them for any damages, restrictions or loss arising in
consequences of such case of force majeure except a force ma-
jeure caused by the order, regulations or direction of the

GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

{d) If the force majeure event occurs cluring the initial explo-

(b)

ration period or any extension thereof and continues in effect
for a period of two (2) years, CONTRACTOR shall have the
option upon ninety (90) days prior written notice to EQPC to
terminate its obligations hereunder without further hiability of
any kind and, if still in force, the Guaranty contained in Annex
“(&” hereto, shall be automatically cancelled and EGPC shall
so notity the Bank to release the Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and the
parties hereto with respect to the interpretation, application or
execution of this Agreement, shall be referred to the jurisdiction
of the appropriate A.R.E. Courts and shall be finally settled
by such courts. |

Any dispute arising between CONTRACTOR and EGPC in
connection with the present Agreement shall be finally settled

by arbitration. The Arbitration shall be held in Stockholm,
Sweden and conducted in accordance with the Rules of Con-
cliation and Arbitration of the Intemational Chamber of
Commerce. In the event of no provisions being made in these

rules In certain cases, the Arbitrators shall establish their own
procedures.
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1he arbatration shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbit-
ration and that such party (hereinafter referred to as the “First
Party”) has appointed an arbitrator who shall be identified in
satd motice. The other party { hereinafter referred to as
the “Second Party”), within {ifteen (15) days shall notify First
Party m writing, identifving the Arbitrator that it has selec-
ted.

It the Second Party does not appoint its Arbitrator as afore-
said, the First Party shall have the right to applv to the Court
of Arbitration of the International Chamber of Commerce to
appoint a second arbitrator. The two arbitrators shall within
thirty (30) davs, select a third arbitrator, failing which the
third arbitrator shall be appomted by the Court of Arbitration
of the International Chamber of Commerce at the request of

either partv.

The third arbitrator must be a citizen of a country other than
the A.R.E. or the U.S.A. a country which has diplomatic relat-
1ons with both AR.E. and the U.S.A. and shall have no eco-

nomic mterest in the oil business of the signatories hereto.

The parties shall extend to the Arbitration board all facilities

(including access to the petroleurn operations) for obtaining
any nformation required for proper determination of the
dispute. The absence or default of any party to the arbit-
ration shall not be permitted to prevent or hinder the arbitrat-

fon procedure in any or all of its stages.
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Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discon-
tinucd. In the event the decision or award recognizes that the
complaint was justified provision may be made therem for such
reparation as may appropriately be made in favor of the com-
plainant.

() Judgement in the award rendered may be entered in any Court

(1)

)

(%)

having jurisdiction and application may be made in such Cow
for a judicial acceptance of the award or an order of enfor-
cement, as the case may be.

The parties desire that, whercver appropriate, decisions and

awards shall specify a time for compliance therewith.

The provisions of this Agreement relating to arbitration shall
continne in force notwithstanding the termination of thus
Agreement.

PRINCIPLES of GOODWILL — The signatories base their
relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitra-
tion be given effect and shall be interpreted and applied m
conferm’ty with principles of law common to the A.R.I. and
the United States of America and in the absence of such prin-
ciples, then in conformity with the principles of law normally
recognized by civilized nations in general, including those which
have been applied by International Iribunals.
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ARTICLE XXIV
STATUS OF PARTIES

The rights, dutics, obligations and liabilities in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this Agreement
shall not be construed as constituting an association or corpo-
ration or partnership.

CONTRACTOR shall be subject to the laws of the place
where it is incorporated - regarding their legal status or creation,
organization, charter and by-laws, shareholding, and ownership,
CONTRACTOR’s shares of capital which are entirely held
abroad shall not be negotiable in the A.R.E. and shall not be

offered for public subscription nor shall they be subject to the
stamp tax on capital shares nor any tax or duty in the A R.E.

CONTRACTOR shall be exempted from the application of
Law No. 26 of 1954 as amended, and from Law No. 9 of 1964.

All parties comprising CONTRACTOR shall be jointly and
severally liable for the performance of the obligations under
this Concession Agreement.

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED

MATERTAL
CONTRACTOR orOperating Company, as the case may be,

and their contractors shall :

(a)

Gave priority to local contractors as long as their prices and
performance are comparable with international prices and
periormance.  CONTRACTOR and Operating Company
shall, however, subject to the preceding sentence, be exempted
from the provisions of Presidential Decree No. 1868 of 1974,
as amended.
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(b) Give preference to locally manufactured material, equipment,
machinery any consumables so long as their quality and time
of delivery are comparable to internationally available mater-
lals, equipment, machinery and consumables. However, such

material, equipment, machinery and consumables may be im-
ported for operations conducted hereunder if the local price of
such items at CONTRACTOR’s or Operating Company’s ope-
rating base in A.R.E. is more than ten (10) percent higher than
the price of such imported items before customs duties, bur
after transportation and isurance costs have been added.

ARTICLE XXV]
ARABIC TEXT

T'he Arabic version of this Agreement shall, before the courts
of A.R.E. be referred to in construing or interpreting this Agree-
ment : provided however, that in any arbitration pursuant to Article
XXIIT hereabove between FGPC and CONTRACTOR the fng-
lish and Arabic versions shall both be referred to as having equal
force in construing or interpreting the Agreement.

ARTICLE. XXVII
GAS

If Gas is produced or is canable of being produced from the
Area, EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives for its use and decide on the best
alterntive for EGPC and CONTRACTOR jointly, The cost and
expenses m the field of producing non-associated gas shall be reco-
vered m accordance with th» Cost Recovery Principles of Article
"WIT.

Production Sharing Principles of Articic VII shall apply to the
value of associated and non-associated gas if sold for export and not
used in operations, flared or re-injected. However, any Gas not ex-
ported outside AR.E. in 2 lHanid or solid state. or not used in ope-
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rations (including re-injection), shall remain the property of th¢
State and may be utilized by EGPC and EGPC shall not be liabld
for payment to CONTRACTOR of any costs or exnenses respect-
ing 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 A.R.E.

ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this Agrcemenj
are solely for the convenicnce of the parties hereto and shall not b «.

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

ARTICLE XXIX

APPROVAL OF THE ARE. GOVERNMENT

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

notwithstanding any countervailing govermmental enactment, and

the Agreement is signed by the GOVERNMENT, EGPC, and
CONTRACTOR.

ARAB REPUBLIC OF EGYPT
BY -

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

CONOCO BITTER LAKE, INC.
BY .
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ANNEX “A”

BITTER LAKE AREA
CONCESSION AGREEMENT
DESCRIPTION OF THE AREA

Annex “B” is a provisional illustrative map on the scale of
1 : 500,000 including the Area covered and affected by this

Area measures approximately 1200 Km?® and is composed of ail
or part of 12 Exploration Blocks, each complete Block of which is
six (6) minutes latitude by six (6) minutes longitude, or approxima-
tely one hundred (100) Km? of surface area, more or less.

[t 1s to be noted that the delineation lines of the individual Ex-
ploration Blocks in Annex “B” are intended to he only illustrative
and provisional and do not show accurately their true position in
relation to existing monuments and geographical features.

The Area is bounded by a group of straight lines. The coordi-

mates of the comer points of the Area are given in the following
table which forms an integral part of this Annex “A”.

i i |

Point | Lat. N Long. E | Due | Remarks

Noy i | | o . .
i

f

L | 30°00' 00" | 32°18 00" | N to point 2

2 1 30°24"°00” | 32°18 00" | E to point 3 |Approx. NW corner
! of Bitter Lake

3 ¢ 30°24°°00” | 32°36 00" | S to point 4

]

4 | 30°00° 00" | 320 36 0g” | Wto point 1 {Approx. N. tip of
I Gulf of Suez

e e e et e e e e e et e e
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ANNEX “*(”

LETTER OF GUARANTY

LETTER OF GUARANTY No. CAIRO,

EGYPTIAN GENERAL PETROLEUM CORPORATION
GENTLEMEN

The Undersigned,

Guarantor, hereby guarantees to the Egyptian General Petro-
~ leum Corporation (hereinafter referred to as EGPC) to the limit
of Seven Million Five Hundred Thousand Dollars (§ 7,500,000) in
US Currency the performance by Conoco Bitter Lake, Inc. (herein-
after referred to as CONTRACTOR) of its obligations required for

exploration operations to spend a minimum of Seven Million Fivce
Hundred Thousand US Dollars during the initial three (3) years of
the exploration period under Article IV of that certain Concession
Agreement (hereinafter referred to as the “Agreement’) covering that
Area described in Annexes “A” and “B” of said Agreement, by and
between the Arab Republic of Egypt (hereinafter referred to as
“AR.E.”), EGPC and CONTRACTOR, dated 17.6.1981.

It i1s understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditure of said Seven Million Five Hundred Thousand U.S.
Dollars by the amount of money expended by CONTRACTOR for

such exploration operations during each such quarter. FEach such
reduction shall be established bv the joint written statement of

EGPC and CONTRACTOR.

In the event of a Claim by EGPC of non-performance or sur-

render of the Agreement on the part of CONTRACTOR prior to
fulfillment of said minimum expenditure obligation under Article
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IV of this Agreement there shall be no liability on the undersigned
Guarantor for payment to EGPC unless and until such liability has
been established by written statement of EGPC setting forth the

amount due under the Agreement.

(1)

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

This Letter of Guaranty will become available only provided
that the Guarantor will have heen informed in writing by
CONTRACTOR and EGPC that the Agrecment between
CONTRACTOR, AR.E. and EGPC has become efftective ac-
cording to its terms, and said Guaranty shall become effective
on the Effective Date of said Agrcement.

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

(a) Three years and six months after the date it becomss

effective, or.
(b) at such time as the total of the amounts shown on quarterly

joint statements of EGPC and CONTRACTOR equals or

exceeds the amount of said minimum expenditure obliga-
tions.

whichever is earlier.

Conscouently, any claim in respect thercof should be made to
the Guarantor prior to cither of said expiration dates at the

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

effect that :

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

(b)) CONTRACTOR has failed to pay the expenditure

deficiency to EGPC. | |
We declare that on issuing this Guaranty we did not exceed the

limit of total cuaranties which we are entitled to issue as per
Ministry of Economy’s letter No. dated

Please return to us this Letter of Guarantv in the event it does

not become effective, or upon the expiry date.

Yours faithfully,

For
Accountant Managet
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ANNEX “D”

CHARTER OF
BITTER LAKE PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationlity of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions of the

Agreement referred to below and of this Charter.

The Company shall be subject to all laws and regulations i
force in the A.R.E. to the extent that such laws and regulations a:‘t

not mconsistent with the provisions of this Charter and Agreement
referred to below :

ARTICLE I1

The name of the Company is “Bitter Lake Petrolenn Com.-
pany”, abbreviated as “BITPETCO”. '

ARTICLE III

The head office of BITPETCO shall be in the A.R.E. in Cairc

ARTICLE IV

The object of BITPETO is to act as the agency through which
EGPC and Conoco Bitter Lake, Inc. (hereinafter referred to as
“CONTRACTOR?) carry out and conduct the Development opera-
tions required in accordance with the provisions of the Agreement
sioned on the Seventeenth day of June. 1981 by and between the
ARAB REPUBLIC OF EGVYPT. THE EGYPTIAN GENER:}L
PETROLEUM CORPORATION and CONTRACTOR covering
petrolenm operations in the Bitter Lake Area described therem.

BITPETCO shall also be the agency to carry out .an'd conduct
exploration operations after the date of Commercial Discovery pur-

suant to CONTRACTOR’s Work Program and Budget approved
in accordance with the Agreement. -
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BITPETCO shall kecp account of all costs, expenses and cxpens
ditures for such operations under the terms of the Agreement and

Annex “E” thereto.

BITPETCO shall not engage in any business or undertake
any activity beyond the performance of said operations. '

ARTICLE V

The authorized capital of BITPETCO 1s Thirty Thousan‘id

Pounds Egyptian (L.E. 30,000) divided into six thousand (6,000)
shares of common stock with a value of Five Pounds Egyptian (L.K.

5) per share having equal voting rights, fully paid and non-asses-
sable.

EGPCG and CONTRACTOR shall each pay for, hold and own,
throughout the hife of BITPETCO referred to above, one-half (15)

of the capital stock of BITPETCO provided that only in the event

that either party should transfer or assign the whole or any per-
centage of its ownership interest in the entirety of the Agreement,

“may such transferring or assigning party transfer or assign any of
the capital stock of BITPETCO and, 1 that event, such transferring
or assigning party (and its successors and assigns) must transfer and !
assign a stock interest in BITPETCO equal to the transferred or

assigned whole or percentage of its ownership interest in the cntirety

of the said Agreement.

ARTICLE VI

BITPETCO shall not own any right, title, interest or estate in
or under the Agreement or any Development Lease created there-
under or in any of the Petroleum produced from any exploration
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Block or Development Lease area thereunder or m any of the as-
sets, equipment or other property obtained or used in connection
therewith, and shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of eitber EGPC or
CONTRACTOR under the Agreement. BITPETCO shall not

make any profit from any source whatever.

ARTICLE VII

BITPETCO shall be no more tharn an agent for EGPC and CON-
TRACTOR. Whenever it is indicated herein that BITPETCO sh4lt

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 EGPC and CONTRACTOR, as may

He required by the Agreement,

ARTICLE VIl

BITPETCO shall have a Board of Directors consisting ot
eight (8) members, four (4) of whom shall be designated by EGPC |
and the other four (4¢) by CONTRACTOR. The Chairman shall
be designated by EGPC and shall also be a Managing Director.
CONTRACTOR shall designate the General Manager who shall
alvo be 2 Managing Director.

ARTICLE IX

Mectings of the Board of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meetings
must have the affirmative vote of five (5) or more of the Directors ;
provided, however, that any Director may be represented and vote

bv proxy held by another Director.
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ARTICLE X

General mectmgs of the shareholders shall be valid if a majority
of the capital stock of BITPETCO is represented thereat. Any
decisions taken at such mééfmgs must have the affirmative vote of
sharcholders owning or representing a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering

the terms and conditions of employment of the personnel of Bli-
PETCO wemploved dircctly by BITPETCO and not assigned
theretoby-CEONTRACGTOR and EGPC.

Thé Board shall, in due course, dr-aw up the By-Laws of BIT -
PETCO and such by-Laws_shall be effective upon being approved

by a General ‘Meeting of the Shareholders, in accordance with the
provisions of ‘Article X hereof..

ARTICLE XII

BITPETCO shall come into existence within thirty (30) days
after the date of Commercial Discovery as provided for mn the
Agreement, - |

The duration of BITPETCO shall be for a period equal to the

duration of the said Agreement, including any renewal thereof.

It shall be wound up and liquidated if the Agreement referred
to above 1s terminated for any reason as provided for therein. |

. EGYPTIAN GENERAL PETROLEUM CORPORATION

BY :
CONOCO BITTER LAKE, INC.

BY
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ANNEX “E”
ACCOUNTING PROCE .DUR £
ARTICLE 1
GENERAL PROVISIONS

I, Definitions

The definitions contamed in Article 1 of the Concessiop
Agreement shall apply to this Accounting Procedure and hawve
the same meaning. Certain arcounting tcrms herein used are
defined as follows :

a. “Agreement” means the Concession Agreement of which
this Annex i1s a part.

b. “Non-Operator’” means the parties to the Agreement other
than CONTRACTOR when it is performing work.

2., Statements of Activity

a. CONTRACTOR or Operating Company as the case may
be, shall pursuant to Article TV of the Agreement, render
5 Non-Operator within thirty (30) days of the end of
each Calendar Quarter a Statement of Exploration Acti-
vity reflecting all charges and credits related to the Explfci-
ration operations for that Quarter summarized by appro-
priate classifications indicative ot the nature thereof.
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b.  Operating Company shall render to EGPC and CONT-
RACTOR within fifteen (15) days of the end of each
Calendar quarter a Statement of Development Activity
reflecting all charges and credits related to the Develop
ment opcrations for that quarter summarized by Approp:
riate classifications indicative of the nature thercof except

that items of controllable material and unusual charges
and credits shall be detailed.

3. Adjusiments and Audits

a. Each Statement of Exploration Activity shall conclusively
he presumed to be true and correct after three (3) months
tollowing the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written ex-
ception thereto pursuani to Article IV (f) of the Agres-
ment.  Durmg said three (3) months period supporting
documents will be available for inspection by LEGPC
during all working hours, CONTRACTOR will have the

same audit rights on Operating Company statements as
EGPC under this sub-paragraph.

b.  All Statements of Activity for Development for any Calen-
dar quarter shall conclusively be presumed to be true and
correct three (3) months following the receipt of such
Statement unless with‘n the said three (3) month period
EGPC or CONTRACTOR takes written exception
thereto. Pending cxpiration of said three (3) months
HGPC or CONTRACTOR or both of them shall have
the right to audit Operating Company accounts, records
and supportmg documents for such quarter in the same
manner as provided in Article TV (f) of the Agreement.
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4. °Currency Exchange

CONTRACTOR’s books for Expioration and Operating
Company's books for Development and Exploration, if any,
shall be kept in the AR.E. in U.S. Dollars. All U.S. Dollar
expenditures shall be charged m the amount expended. All
Egyptian Pounds expenditures shall be transiated to U.S.
Dollars at the official buving rate of eschange issued by the
Central Bank of Egypt on the first day of the month in which
expenditures are recorded, and all other non-U.S. Dollars at
the buying rate of exchange for such currcncy as quoted by
National Westminister Bank Limited, I.cndon, at 10.30 a.m.
G.M.T., on the first day of the month 1n which expenditures
are recorded. A record shall be kept of the exchange rates
used in translating Egyptian Pounds o cther non-U.S. Dollars

expenditures to U.S. Dollars.

5. Precedence of Documents

In the event of any inconsistency oOf conflict between the
provisions of this Accountng Procedure and the provisions ol
the Agreement treating the same subject differently, then the
provisions of the Agreement shall prevail.

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRAUC-
TOR. this Accounting Procedurc may be revised from time to
time in the light of future arrangements. -

7 No Charge for Interest on Investmeni -

Interest on investment shall not, at any time be charged

s recoverable cost under the Agreement.
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ARTICLE I

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACGTOR
shall alone bear and, directly or through Operating Company, pay
the following costs and cxpenses, which costs and expenses shall be

classified and treated in accordance with Article VII of the Agree-
mentg :

L. Surface Rights :

All direct cost attributabie to the acquisttion, renewal or

relmquishment of surface rights acquired and maintained in
force for the Area.

2. Labour and Related Costs -

A) Salaries and Wages of CONTRACTORs or Operating
Company’s empldyees, as the case may be, directly engaged
n the various activities under the Agreement Including
saiaries and wages paid to geologists and other emplovees
who are temporarily assigned to and emp'oyed in such
activities. Such Salaries and Wages to be certified by a
certitied public accounting firm.

Reasonable revisions of such salaries and wages shall
be ctfected to take into account changes in CONTRAC-
TOR’s policies and amendments of Laws applicable to
salaries, For the purpose of this paragraph 2, and para-
graph 3, salaries and wages shall mean the assessable
amounts for A.R.E. Income Taxes, including the salaries
during the vacations and sick lcaves, but excluding all the
amounts of the other items covered by the percentage
fixed under 3 below.
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B) For expatriate employees permanently assigned to Egypt :

1.  All allowances applicable to salaries and wages;
2 Cost of established plans; and

5  All travel and rclocation costs of such expatriate em-
pioyees and their ramiiles to and from the emp oyee’s
country or pomt of origin at the time of employment,
at the time of separation, as a result of transfer from
one location to another and for vacation (transporta-
tion costs for employees and their families transfer-
ring from A.R.E. to another location other than the:r
country of origin shall not be charged to A.R.L.

Operations).

Costs under this sub-paragraph 2.B shall be equal to
seventy (70) percent (except for employees assigned to
fields and whose families have not been transferred to
A.R.E., in which case the percentage will be fifty (50) per-
cent) of the basic salaries and wages paid for such expa-
triate personnel inclading those paid during vacations and

sick leaves as established iIn CONTRACTOR’s mterna-

tional policies, paragraph 9 and sub-paragraphs 11.A and
(i of this Article I1.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregoing per-
centage. The percentage outlined above reflects CON-
TRACTOR’s actual costs as of the Effective Date with
regard to the following henefits, allowances and costs :

1. Antiapated termnation of lease contract m A.R.E.
or abroad.

2.  Household imp'ements transportation in A.R.E. or
- abroad (round trip).
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Clothing equipment allowances.

I'xpenses connected with departure and arrival of em-
ployees and their families.

Accruals of seniority indemnity.

Charges for social security and insurance such as :

— Retirement plan

— National Health Insurance.

— Unemployment Insurance

— Acadent and disability Insurance

— lxtraordinary Insurancc.

Contractual travel expenses of employees and their
families.

Excess luggage.

9. . Recreational Allowances.

10.

11.

12.

13.
14.

15.

16.

Medical assistance to emplovees and their families in
or outside A.R.E.

Housing and utilities allowances.

Education allowance {(children of expatriate emplo-

yees) and educational assistance,

Settlement allowance 1n or outside A.R.E.

Contribution for resettlement expenses at repatria-
tion.,

Vacations, sick leaves and disability salaries or
exXpenses.

Any other costs, allowances and benefits of a like na-
ture as established in CONTRACTOR’s mternational

policies.
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The percentages outlined above shall be reviewed at

inteivals of three (3) years from the Effective Date and at
such time CONTRACTOR and EGPC will agree on new
percentages to he used under this paragraph.

Revisions of the percentages will take mio considera-
tion variances in costs and changes in CONTRACTOR's
intermational policies which change or exclude any of the
above allowances and benefits.

The revised percentages will retlect as nearly as pos-
sible CONTRACTOR's actual costs of all its established

allowances and henefits and of personnel transfers.

C) For expatriate employees temporarily assigned to Kgypt
all allowances, costs of established plans and a'l travel re-
location costs for such expatriate as paid i accordance
with CONTRACTOR’s international policies.

D) Costs of expenditure or contributions made pursuant to
law or assessment impcsed by governmental authority which
arc applicable to labour cost of salaries and wages as pro-
vided under sub-paragraphs 2.A and 2.B, paragraph 9 and
Sub-Paragraphs 11.A and 11.C of this Article 11.

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

Bonuses, overtime, customary allowances and benefits on a
basis sumilar to that prevailing for Oil Companies operating in
AR.E, all as chargeable under sub-Paragraph 2.A Paragraph
9 and sub-Paragraphs 11.A and 11.C of this Article II. Seve-
rance pay will be charged at a fixed rate applied to payrolls
which will equal an amount equivalent to the maximum liability
of severance payment as required under the A.R.E. labour Law
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4. Material :

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

a. Purchases : w

Materal, equipment and supplies purchased shall be at
price paid by CONTRACTOR or Operating Company
after deduction of all discounts actually received.

b. Material Furnished by CONTRACTOR :

Material required for operations shall be purchased
directly whenever practicable, except that CONTRAC-
TOR may furnish such material from CONTRACTOR

attiliates stocks outside the A.R.E. under the following con-
ditions : -

I. New Material (condition “A7) :

New material transferred from CONTRAC-
TOR’s affiliates warehouse or other properties shall
be priced at cost, provided that the cost of material
supplied is no higher than international prices for ma-
terial of similar quality supplied on similar terms, pre-
vailing at the time such material was supplied.

2. Used Aaterial (Conditions “B” and “C”)

a. Material which is 1n sound and serviceable condi-
tion and is suitable for re-use without recondition-
ing shall be classed as Condition “B” and priced
at seventy-five percent (75%) of the price of new

material.

b. Material which cannot be classified as Condition
“B”* but which is serviceable for original func-
tion but substantially not suitable for rccondition-
ing, shall be classed as Condition “C” and priced
at fifty percent (50%) of the rrice of new ma-

terial.
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¢. Material which cannot be classified as Condition
“B” or Condition “C” shall be priced at a value

commensurate with 1fs use

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

centage or knocked-down ncw price.

Warranty of Materials furnished by CONTRACTOR
CONTRACTOR does not warrant the material fur-
nished beycd or back of the dealers or manaciures s
suaranty ; and in case of defective material, credit shall
a0t be recorded until ardjusiment has been received BV
CONTRACTOR frem menufactwrers o thew agents.

5. Transportation and Ewmployee Relocation (osts :

A) Transporation of equipment, materials and supplics necess-
ary for the conduct of CONTRACTOR’s activities.

B) Business Travel and Transportation cxpenses to the extent
covered Ly cstablished policies of CONTRAGIOR or

with regard to Expatriates and Nationals, as mcured and
paid by, or for, employees in the conduct of CONTRAC-

TOR’s busintess.

() Employees transpertation and relocation costs for National
employees to the extent covered by cstablished policies.

6. Services

a  Outside services.

The cost of consultants, contract services and utilitics pro-
cured from third parties,
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b, Cost ol sarvices performed by EGPC or by CONTRAC-
TOB or their Affiliated Companies in facilities inside or
outside the AR.E. Regular, recurring, routine services,

such as interprcting magnetic tapes and/or other analyses,
shall be performed and charged by EGPC and/or CONT
RAGCTOR or their Affiliated Companics at an agreed

price. Major projects involving engineering and design
services shall be performed hy EGPC and/or CONTRAC-

TOR or their Affiliated Companies at a negotiated cont-
ract arpunt.  Use of BEGPC’s CONTRACTOR's, or their

Aftiiated Companies’ whollv owned equipment shall be

charged at a rental rate commenswrate with the cost of
ownership and operation, but not in excess of competitive
rates currently prevailiny i the A.R.IL. For Exploration,

CONTRACTOR’s and its Affiliated Companies’ rates

shall not mclude administrative overhead costs.

7. Damages and Losses

Ail costs or oxpenscy, necessary to replace or repair dama-
ges or losses mcurred by fire, flood, storm, theft, accident or
any other cause not controllable by CONTRACTOR or Ope-
rating Gompany through the exercise of reasonable diligence.
CONTRACTOR or Operating Company shall furnish EGPG
written notice of damages or losses incurred in excess of ten
thousand (10,000) U.S. Dollars per occurrence, as soon as practi-
cable after report of the same has been received by CONT-
RACTOR or Operating Company.

8. Insurance and Claims

The cost of any public liability, property, damage and
other insurance agamst liabilities of CONTRACTOR, Opera-
ting Commany and/or the parties or any of them to their em-

ployees and/or outsiders as may be required by the laws, rules
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agree wpoit.  Fhe procccds of any such msurance or claim

collected shall be credited against operations.

if o msurance is carried for a particular risk, a't related
actuai expenditures incurred and paid by CONTRACTOR or
Operating Company in settlement of any and all losses, claims,
damazcs, judgements and anv other éxpenses, including legal

Services.
Indirect Expenses

Camp overhead and facilitics such as shore base, ware-
houses, water systems, salaries and expense of field supervisory
persoruiel, field clerks, assistants, and other gencral employees

indirectly serving the Area.

Legal Expenses :

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection of the Area,
including attorney’s fees and expenses as hereinatter provided,
together with all judgements obtained against the parties or anv
of them on account of the operations under the Agreement, and
actual expenses incurred by any party or parties hereto i se-
curing evidence for the purpose of defending against any actien
or claim prosecuted or urged against the operations or the sub-
ject matter of the Agreement. In the eventactions or claims
affectine the interests herennder shall be handled by the lega!
staff of one or more of the partics hereto, a charge commensurate

with cost of providing and furnishing such services may be

made to operations.
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L. Admunistrative Quverhead and General Expenses :

a. Whie CONTRACTOR is conducting Exploration activi-
ties, cost of staffing and maintaining CONTRACTOR’s

head office in the A.R.E. and or other offices established
m the A.R.E. as appropriate, other than field offices which
will be charged as provided in Article II, paragraph 9
above, and excepting salarics of employees of CONTRAC-
TOR who are temporarily assigned to and directly serving
on the Area, which will be charged as provided in Articie

11, paragraph 2 above.

0. CONTACTOR’s administrative overhead outside the
AR.E. Exploration operation which will be charged each

month at the rate of five percent (5%) of total Exploration
expenditures while GONTRACTOR is conducting Ex-

ploration activities, administrative overhead outside A.R.E.
will not be charged while operating Company is conduct-
ing Exploration activities. No other direct charges as such
for CONTRACTOR’s administrative overhead outsice

the A.R.E. will be applied against the Exploration obliga-
tion. Examples of the type of costs CONTRACGCTOR 13

incurring and charging hereunder due to activities uncder
the Agreement and covered by said percentage are :

1. Executive — Time of executive officers.

9. Treasury — Financial and exchange problems.

3. Purchasing — Procuring materials, equipment and
supplies.

4. Exploration and Production Directing, advising anct

controlling the entire project.
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5. Other dapartments such as lcgal, comptiollers and
enginecring which  contribute time, knowledge and
cxperience to the operations.

The toregoing docs not preclude charging for direct
service under sub paragraph 6.b of this Article IT.

c.  While Operating Company is conducting activities, Operat-
g Gompany’s personnel engaged in general clerical and
office work, supervisors and officers whose time is gencrally
spent in the main office and not the field. and all emplovees.
generally considered as general and administrative and not
charged to other types of expense will be charged to opera-
tions.  Such expenses shall be allocated each month bet-
ween LExpioration and Development operations according

to sounnd and practicable accounting methods.

12. Taxes :

All taxes, duties or levies paid in the AR.E. by GON-

TRACTOR or Operating Company with respect to this
Agreement other than those covered by paragraph (f) (1) of
Article I1T of the Agreement.

13, Continuing GONTRACTOR Costs :

Closts of CONTRACTOR activities required under the
Agreement and incurred exclusively in the A.R.E. after Operat-
ine Company is formed. No sales expenses incurred outside or

inside the A.R.E. may be recovered as a cost.
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14. QOther Expenditures :

2.

Any costs, expenses or expenditures, other than those which

are covered and dealt with by the foregoing provisions of this.
Article 11, incurred by CONTRACTOR or Operating Com-

pany under approved Work Programs and Budgets.

ARTICLE III

INVENTORIES

Periodic Inventories, Notice and Representation :

At reasonable intervals as agreed upon by EGPC and CON-
TRACTOR inventories shall be taken by Operating Company

of the operations materials, which shall include all such ma-
terial, physical assets and construction projects. Written notice
of intention to take inventory shall be given by Operating

Company to EGPC and CONTRACTOR at least thirty (30)
days before any inventory is to begin so that EGPC and GON-

TRACTOR may be represented when any inventory is taken.
Failure of EGPC and/or CONTRACTOR to be represented

at an inventory shall bind them to accept the inventory taken
by Operating Company, who shall in that event furnish the

party not represented with a copy thereot.

Reconciliation and Adjustment of Inventortes :

Reconciliation of inventory shall be made by CONTRAC-

TOR and EGPC, and a list of overages and chortages shall
be jointly determined by Operating Gompany and CONTR}%C—_"M
TOR and EGPC, and the inventory adjusted by Operating’

Company.
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ARTICGLE 1V

COST RECOVERY

1. Statements of Recovery of Costs and of Gost Recov-ery Crude Oy

CONTRACTOR shall, pursuant to ARTICLE VII of ih#
Agreement, render to EGPC as promptly as practicable but not
later than fifteen {15) days after receipt from Operating Gomt
pany of the Statements for Development and Exploration;
Activity for the Calendar Quarter a Statement for thag
Quarter showmng : |

i Recoverable costs carried from the previous quarter, it any,
ii. Recoverable costs incurred and paid during the quarter.

iii. Total recoverable costs for the quarter (i) -+ (1),

v, Value of Cost Recovery Crude Oil taken and separately,
disposed of by CONTRAGTOR for the quarter.

v. Amount of costs recovered for the quarter.

vi, Amount of recoverable costs carried into the succeeding

quarter, if any.

vii. Excess, if any, of the value of Gost Recovery Crude Oit
taken and separately disposed of by CONTRACTOR over.

costs recovered for the quarter.
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2. Payments .

E o |

It such statement shows an amount due EGPC, paymeut

of that amount shall bc made in U.S. Dollars by COCNTRAL-
TOR with the rendition of such statement. 1f CONTRAC-
1TOR 1aills to make any such payment to EGPC on the date

when such payment is due the CONTRACTOR shall pay an

interest of two and one-half percent (214%) higher than the
London Interbank Borrowing Offered Rate (LIBOR) for three

(3) month U.S. Dollar deposits prevailing on the date such in-

terest 15 calculated. Such interest payments <hall not be re-

coverable.

3. Settlement of Excess Cost Recovery Crude Ol :

EGPC shall have the right to take 1ts entitlement of excess
cost Recovery Crude Oil under Article VII sub-paragraph {(a)
of the Agreement, in kind during the said Quarter. A settle-
ment shall be required with the rendition of such statements
in case CONTRACTOR has taken more than its own entitle-

ment of such excess.

4,  Audu Right

EGPC shall have a period of twelve (12) months from receipt

of any statement under this Article IV m which to audit and
raise objection to any such statement. EGPG and CONTRAC-

TOR shall agree on any required adjustments. Supporting
documents and accounts will be available to EGPC during said

twelve (12) months period.
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ARTICLE V
CONTROIL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts :

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control

theremn the total amount of Exploration Expenditures reported

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

lowing written exceptions taken by a Non-Operator pursuant to
Article 1.3.A hereof. 1In order to determine when mimmum

Exploration obligation have been met,

Cost Recovery Control Account

Contractor will establish a Cost Recovery Control Account and
an offsetting contra account to control therein the amount of

cost remamning to be recovered, if any, the amount of cost re-
covered, and the value of Yxcess Cost Recovery Crude Oil, if

any.

Major Accounts :

For the purpose of classifymg costs, expenses and expendi-
tures for cost recovery as well as for the purpose of establishing
when the Exploration Obligation has been met, costs, expenses
and exnenditures shall be recorded in maior 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 the treat-
ment of Cost Recovery Grude Oil.



VAAY /Mo a8 Ll gt s

IPUS LFLL ARURSSEL I VL UN | O

= o

YVE-Y A« YoVRY



	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
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155

