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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

K4 BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
TMF, EGYPTIAN GENERAIL PETROLEUM CORPORATION
AND
GULFSTREAM RESOURCES CANADA LTD
AND
NORTH SOUTH RESOURCES LTD
AND

TRANS MEDITERRANEAN OIL COMPANY LTD
IN SADAT ONSHORE AREA
NORTHERN GULF OF SUEZ

This agreement made and entered on this day of
198 |, by and between the ARAB REPUBLIC OF EGYPT (herein-

after referred to variously as “A.R.E. or as the “GOVERNMENT""),
the EGYPTIAN GENERAIL PETROLEUM CORPORATION,

 a legal cntity created by Law No.167 of 13908 as amended { here-
inafter referred to as “EGPC”) and GULFSTREAM GROUP a

group of companies organized and existing under the laws of
CANADA ( hereinafter referred to collectively as GULFSTREAM

o as “CONTRACTOR?).
WITNESSETH

WHERFEAS all minerals including petroleum, existing in

mines and quarries in A.R.E., including the territorial waters, and
‘n the sea bed subject to its jurisdiction and extending bevond the.

territorial waters, are the property of the State, and
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WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petroleum in and throughout
the area referred to in Article Il. and described 1 annex “A” and
shown appgbximately on “B” which are attached hereto and made
part hereof ; and

WHEREAS, GULFSTREAM agrees to undertake its abliga-
tions provided hereinafter as contractor with respect to the explora-

tion, development and production of petroleum in said Area; and

WHEREAS, the GOVERNMENT desires hereby, to grant
such CONCESSION: and

WHEREAS, the Minister of Petroleum pursuant to the provisions

of Law No. 86 of 1956, may enter into concession agreement with
EGPC, and with GULFSTREAM as a contractor. in the Area

hereinafter referred to.

Now, therefore, the parties hereto agree as follows :
ARTICLY 1

DEFINTTTONS

(a) “Exploration” shall include such geological, geophysical, aerial
and other surveys as may he contained in the approved Work
Programs and Budgets and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum
or the appraisal of Petroleum discoveries and other related
holes and wells and the purchase or acquisition of such supp-

lies, materials and equipment therefore, all as may be contained
in the approved Work Programs and Budgets. The verh

“explore” means the act of conducting exploration.
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(b)

(c)

(d)

ol e - 0

“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:

(1) Tf_héﬁ drlling, plugging, deepening, side tracking, redriii-
g, completing, equipping of development wells, the
changing of the status of a well from otl well to water well

“and vice versa and

(1) Design. engineering, construction, wstallation, servicing
and maintenance of equipment, lines, systems factli-
ties, plants and related operations to produce and operate
said wells, taking, saving, treating, handling. storing, flar-
ing, transporting and delivering petroleum repressuring
recycling and other secondary recovery projects, and

{f

o

(i) Transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and

(i),

“Petroleurn” means liquid crude oil of various densities aspha-

It, pas. casinghead gas and all other hydrocarbon substances
that may he found in, and produced, or otherwise obtamed
and saved from the area under this Agreement, and all subst-
ances that may be extracted therefrom.

“Liquid Crude Oil” or “Crude Oif” or “O1l” means any hyd-
rocarbon produced from the Area which is in a hiquid state at
the wellhead or lease separators or which is extracted from the

ocas or casinghead gas in a plant. Such term includes distillate

and condensate.
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(e) “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 term shall

inclug® residual gas.

(fy A “barrel” shall consist of forty-two (42) United States gallows,
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 event in accor-
dance 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 (2 000) barrels
of oil per day (BOPD!. “The date of discovery of a “Corn-
mercial Well is the date on which such well is completed and

tested according to the above.

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

(i) VEffective Date” means the date on which the text of this ag-
reement is siened by the COVERNMENT EGPC and CON-

"
—

TRACTOR, after the relevant law is issued.

. : . ‘ \
(j) ::Year:: o1 ’“Calendal‘ *Y'{jar’ menrns a pﬂfl()d ()f twelve “E}

months according to the Gregorian Calendar.

(k) “Financial Year” means the GOVERNMENT’s financial year
according to the Laws and regilations of the AR.E.

(/ “Tax Ycar” means the peried of twelve (12} months according

to the Laws and regulations of the AR,
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(m) An “Affiliated company” means a company :

(0)

(p)

(i) Th;—: share capital, conferring a majority of votes at stock-
héfders’ meetings of such company, of which 1s owned

directly or indirectly by a party hereto;

(11) Which is the owner directly or indirectly of share capitad
conferring a majority of votes at stockholder’s meeting of

a party hereto; or

(iii) Whose share capital conferring a majority of votes at
stockholders’ meetings of such company and the share
capital conferring a m:{jority of votes of stockholder’s mee-
tings of a party hereto are owned directly or indirectly b

the same company.

Exploration Block shall mean an area of six minutes Latrtude

and six minutes L.ongitude.

Development Block shall mean an area of three minutes

Latitude and three minutes Longitude.

Development Iease (s) all or part of Exploration Block or Blocks
oovering the geological structure capable of production, the
corner points of which have to be coincident with 3’ x 3 of

latitude & longitude divisions according to the [nternationat

Grid system
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(@) “GULFSTREAM GROUP” shall mean : (a) Gulfstream
Resources Canada Ltd., a company organized and existing under

the laws of the province of Ontario, Canada and (b) TRANS-
MED}TERRANEAN OIL Ltd., a company organized and exis-

ting-under the laws of the province of British Columbia, Canada

and (c) NORTH SOUTH RESOURCES Ltd., a company

organized and existing under the laws of the province ot British
Columbia, Canada.

ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and affected by
this Agreement, hereinafter refe}'red to as “The Area”.

Amnex “B” is a provisional illustrative map on the scale of

{ + 1000 000 indicating the Area covered and affected by this Agree-
ment and described in Annex “A”. '

Annex “C?” is the form of a Letter of Guaranty to be issuad
by the NATIONAL BANK OF EGYPT, Cairo, Egvpt, and to be sub-
mitted by CONTRACTOR one day before the time of signature hv
the Minister of Petroleum of this Agreement. for the sum of four anc
a half (4.5) million U.S. dollars cuaranteeing the execution of CON-
TRACTOR’s minimum exploration obligations hereunder for the
first two (2) year éxploration period. Such guaranty shall remamn
effective for six (6) months after the end of the said two (2) vear

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.
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Amnex “E” is the Accounting Procedure.

Annexes “A”, “B”, “C”, “D” and “E” to this Agreement ar
hereby made part hereo, and they shall be considered as havirg
equal fat:n:'cér and effect with the prowsmns of this Agreement.

ARTICLE 111

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 insofar as they are contrary to or inconsistent with
any provisions of Law No. 66 of 1953, as amended. shall have the
force of Law, an exclusive concession in and to the Area described

in Annexes “A” and “B”.

{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 pericd including renewal. Said
royalty shall be borne and paid bv 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 two (2) years shall start from
the Effective Date. two (2) successive extentions to the initial
exploration period of one (1) year each shall be granted to CON-
TRACTOR at its option upon thirty days prior written no-
tice to EGPC and subject only to its having fulfilled its obli-
gations herecunder for the preceding period. The Agreement
shall be terminated if no Commercial Discovery is established
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by the end of the fourth (4th) year of the exploration period.
However, such period may be extended at CONTRACGTOR'S

option for up to six months to enable the completion of dril-
ling and testing of any well actually drilling or testing at the
end of the fourth (4th) year exploration period, but shall not
exceed this period by more than six months. The Election by
ECPC to undertakc a sole risk venture under paragraph {¢)

immediately hereafter shall not extend the exploration period
nor affect the termination of the Agrcement as 1O CONTRAL-

TOR.

(c) “Commercial Discovery” : After discovery of a commercial
Well, CONTRACTOR shall undertake, as part of its Explor-
ation 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 terminal
facilities required, estimated crude oil prices, and all other

relevant technical and economic factors.

A Commercial Discoverv mav consist of one producing
reservoir or a group of producing reservoirs which after

appraisal is worthy of being developed commercially, CQON-
TRACTOR shall give notice of a Commercial Discovery to

EGPC immediately after the discovery is considered by CON-
TRACTOR to be worthv of commercial development but in any
event not later than the completion of the second “exploration™
appraisal well, or twelve (12) months following the date of the
discovery of the Commercial Well whichever is earlier; except
that the CONTRACTOR shall also have the right to give such

notice of Commercial Discovery with respect to any reservoir or

reservoirs even if the well or wells thereon are not “Commercial”
within the definition of “Commercial Well” if, its opINIoN,

a reservoir or a group of reservoirs considered collectively, could

be worthy of development.
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Following receipt of such notice EGPC and CONTRAC-

TOR shall meet and review all appropriate data with a view

to mutually agreeing upon the existence of a Commercial Dis-
coverve The date of Commercial Discovery shall be the date
EGPé and CONTRACTOR mutually agree that a Commercial

Discovery exists,

If Crude Qil is discovered but is not deemed by CON-

TRACTOR to be a Commercial Discovery under the above
provisions of this paragraph (¢), EGPC shall one (1) year after
the expiration of the period specified above within which CON-
TRACTOR can give notice of Commercial Discovery, or
fifteen (15) months after the completion of a well not considered
a “Commercial Well” have the right, following sixty (60) days
notice in writing to CONTRACTOR. at 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 feature
to be developed, the wells to be drilled, the production facilities
to Be installed and EGPC’s estimated cost thereof. Within

thirty (30) days after receipt of said notice CONTRACTOR

mav, in writing, elect to develop such area as provided for in
the case of Commercial Discovery hereunder. In such event

a1l terms of this Agreement shall continue to apply to the spect-

fied area.

1f CONTRACTOR elects not to develop such area, the

specific area covering said geological feature shall he set aside
for sole risk operations by EGPC. EGPC shall be entltk;‘.d to per-
form, or in the event Operating Company referred to n Article
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VI has come into existence. to have Operating Company per-
form such operations for it at EGPC’s sole cost, risk and expense.'
when EGPC has recovered from the Crude Oil produced from
such spécific area a quantity of Crude Qil equal in value to three
hundred (300) percent of the cost it has incurred in carrying out
the sole risk operations, CONTRACTOR shall have the option,
only in the event there has been a separate Commercial Disco-
very, to share in further development and production of that
specific area upon paymg EGPC one hundred (100) percent of
such costs incurred by EGPC.  Such one hundred {100) percent
payment shall be recovered by CONTRACTOR from Cost Re-
covery Crude Oil in the normal manner for the recovery of ex-
penses under Article VII (a). Immediately tollowing such pay-
ment the specific area shall either (i) revert to the status of 2n
ordinary development lease under this Agreement and there-
after shall be operated in accordance with the terms hereof; or
(ii) alternatively, in the event that at such time EGPC or 1ts
affiliated company is conducting all development operations m
the area at its sole expense and EGPC elects to continue operat-
ing, the area shall remain set aside and CONTRACTOR shalil
only be entitled to its production sharing percentage ot the crude
Oil as specified in Article VII (b) below. The sole risk Crude
Oil shall be valued in the manner provided in Paragraph {(c) of
Artide VII. In the event of any termination of this Agreement
under the provisions of paragraph (b) above this Agreement shall,

however, continue to apply to EGPC’s operation of any sole 115k

venture hereunder, although such Agreement shall have been
terminated with respect to CONTRACTOR pursuant to the

provisicns of said paragraph (b) above.
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(d)

The development period shall be twenty (20) years from the date
of the first Commercial Discovery. This period may be renewed
for an additional period of ten (10) years at the option of CON-
TWTOR upon six (6) months prior written notice 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 agieced upon by EGPCG and CONTRAC-
TOR and be subject to the approval of the Minister of Petro-
leum. Such area shall then be converted automatically into
a Development Lease or leases without the issuance of any ad-

ditional legal instrument 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 prin-
ciples, until the field is considered to be fully developed. In
the event no commercial production of petroleum in regular ship-
ments is established in any Development Block into the Develop-
ment Lease within two (2) vears from the date of the approval
of the Minister of Petroleum referred to herein above, such Deve-

lopment Block shall immediately be surrendered.

CONTRACTOR shall bear and pay all the costs and ex-
penscs required in carrying out all the operations under this
Agreement but such costs and expenses shall not include anv
terest on investment, and CONTRACTOR shall look only to
the Petroleum to which it is entitled under this Agreement to r«.
cover such costs and expenses. Such costs and expenses shalil
be recoverable as provided in Article VIT.  During the term o?
this Agreement and its renewal, the total production achieved
i1 the cenduct of such operations shall be divided between EGPC

and CONTRACTOR in accordance with the provision of Article
VIT.
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(1) GONTRACTOR shall be subject to the laws in force in

the A. R. E. and the political subdivisions thereof, which
Impose taxes on or are measured by income or profits, ia-
cludang those laws imposing the commercial and industrial
profits tax, municipal tax, defense tax and national security
tax on mcome and dividends paid with respect to sharehcl-
ders (hereinafter referred to as “A. R. E. Income Taxes”,
and eﬁcept as otherwise provided in the Agreement, shall
comply with the requirements of such laws with respect to
the tiling of returns, the assessment of tax, and the keeping
tor review by authorised persons of books and records.

Any A. R. E. Income Taxes as described above which may
be levied agamnst CONTRACTOR's shareholders as a re-
sult of CONTRACTOR’s activities under this Agreement
shall be the responsibility of EGPC. |

It 15 expressly agreed and acknowledged that EGP('s

share of the volume of crude o1l as determined under Articie
V1I includes a volume of crude oil to meet the CONTRAC-
TOR’s A. R. 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 CONTRACTOR’s

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

For purposes ot applymng 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 :

(1) The total of the sums received by CONTRACTOR
from the sale or other disvosition of all Crude Oil

acquired by CONTRACTOR pursuant to Article VII.
paragraphs (a) and (b);
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(@) The costs and expenses of CONTRACTOR which
are allowed to be recovered mn the Tax Year under
4 paragraph (a) of Article VI1 ; and

(b) The value, as determined in paragraph (c) of
Article Y11 of the excess Cost Recovery Crude
Oil taken and separately disposed of by CONi-

RACTOR pursuant to Article VIL. paragrarn
(a) 2) ;

PLUS
1) An amount equal to CONTRACTOR's A R L.
Income Taxes.

(3) EGPC shall assume, pay and discharge, on behalt of CON-
TRACTOR, CONTRACTOR’s A. R. E. Income Taxes out
of the sums received by BGPC from the sale or other dispo-
sition of its share of the Crude Onl.

(4) EGPC shall furnish to CONTRACTOR the proper ofticial
receipt evidencing the payment of CONTRACTOR'
A. R. E. Tncome Taxes, within sixty (60) days following the
receipt by EGPC of CONTRACTOR tax declaration for
the preceding Tax Year. Such receipts shall be 1ssucd by
the proper Tax Authorities and shall state the amount and

other particulars customary for such receipts.

() In calculating its A. R. E. Tncome Taxes, EGPC shall be en-
titled to deduct royalties paid by EGPC to the GOVERNMENT

and the A. R. E. Tncome Taxes of CONTRACTOR paid by
ECPC on CONTRACTORs behalf.
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ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

(@) CON'f RACTOR shall commence exploration operations here-

under not later than six (6) months after the Effective Date.
Not later than the end of the eighteen (18) months after the
Effective Date, CONTRACTOR shall start exploration dril-
ling in the Area, with a commitment of dnlling two (2) wells
during the mitial exploration period. EGPC shall make avai-
lable for contractor’s use all seismic, wells and other expiora-
tion data in EGPC’s possessicn with respect to the Area.

The mmtial exploration period shall be two (2) years. CONT-
RACTOR may extend this exploration period for two (2
additional periods of c:fﬁe (1) year each in accordance
with Article III b, each upon a thirty (30) days pricr
written notice to EGPC  subject to its expenditure of its

minimum exploration obligations for the then current period.

CONTRACTOR shall spend a minimum of four and a half
(4.5) million (U.S.) Dollars on exploration operations and acti-

vities related thereto during the initial two (2) year exploration
period, ncluding drilling of two (2] wells. For the first one (it
year period that CONTRACTOR elects to extend beyond the
mitial exploration period CONTRACTOR shall spend a mini-
mum of three (3} million US Dollars and for the sccond one (1

year cxtension period, CONTRACTOR shall spend a minimuss:

cf three (3) million U.S. Dollars. Tn all events each of the above
2 extensions shall include Subject to the drilling of one well.

Subject to the preceding paragraph, should CONTRACTOR

spend more than the minimum amount required to be expended
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during the initial two (2) year exploration period or during any
period thereafter, the excess Inay be subtracted from the

minimum amount of money required to be expended by CON-
TMCTOR during any succeeding exploration period or periods,

as the case may be.

In case CONTRACTOR surrenders its exploration obligations
in this Agreement as set forth above before or at the cnd or the
second (2nd) year of the initial period, having expended less

than the total sum of four and a half (4.5) million U.S. Doliars

on exploration or in the event at the end of the second (2nd,

year CONTRACTOR hag expended less than said sum m the
Area, an amount equal to the difference hetween the said four
and a half (4.5) million U.S. Dollars and the amount actoally

spent on exploration activities shall be paid by CONTRACTOR

t6 EGPC at the time of surrendering or within three (3) monihs

from the end of year of the initial exploration period, as the case

may be. Any expenditure deficiency by CONTRACTOR at

the end of any additional period for the reasons above-noted
shall similarly, result in a payment by CONTRACTOR to

FGPC of such deficiency. Provided this Agreement is still 1n
force as to CONTRACTOR, CONTRACTOR shall be entit-

led to recover any such payments as exploration expenditure n

the manner provided for under Article VII in the event of com:

mercial production,
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Without prejudice to Article III (b), in case no Commer-
c1al Discovery is established by the end of the fourth (4th) year,
or m case CONTRACTOR surrenders its exploration obliga-
t10ns ,uf;der this Agreement prior to such time, EGPC shall not
bear any of aforesaid expenses spent by CONTRACTOR.

At least four (4) months prior to the beginning of each financial
year or at such other times as may mutually be agreed 10 by
EGPCG and CONTRACTOR, CONTRACTOR shall prepare
an Exploration Work Program and Budget for the Area setting
torth the exploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During the explora-
tion period, such Work Program and Budget shall be at least

obligations for the period it covers, taking into account amny
credits for excess expenditures hy CONTRACTOR in prior
exploration period.

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

Committee, hereinafter referred to as the “Exploration Advisory
Committee”, shall consist of six (6) members, three (3) of whora

shall be appointed by EGPC and three (3) by CONTRACTOR.
1The Chairman of the Exploration Advisory Committee shall be

designated by EGPC from among the members appointed hy it.
The Exploration Advisory Committee shall review and give
such advice as it deems appropriate with respect to the propo-
sed Work Program and Budget. Following review hy the Ex-
ploration Advisory Committee, CONTRACTOR shall make

such revisions as CONTRACTOR dcems appropriate and sub-
mit the Exploration Work Program and Budect to EGPC for
its approval. Following such approval which approval shall not
be unreasonably withheld, it is further agreed that :



-LB\J..“ 3 b-ko...xu u..:‘.a.d.J‘ u..::z.a.z:' O Y 9 J;J\U dL_.J\J..lU "}.4.0.”
g ¢ gl il O

Cl_gﬁjl Q‘-@JL&J:—(_;JLS&J"]E?JUJ G W Al 3 - ¥
i Al LT AL G OT il g 4 DUk
o REN Jas e Sl cdand Y 060 W by asl sl
o 9 Com Olad ¢ g ol B e Ol s s L4y

. :L:ELa:'Y| R cyh mLJl YN ua_,..a...l ey Lmb_;:.gl

Slslu¥ly il sl ST Ll I e J5H pai ()
bi_;,h,l':;x_)i Sldes lsJJ Lﬁ_e c:;L.LuJI, ;Jl;'b'ij Q«J.aU\}

. Sl

oty obll Jeall puabs iy liel e Vst J3ll 5, ()
W\ J_,_...a&}“ ™ (5o La.:j :k_,_.‘lc Er—\a‘.ﬁ‘ n.\,..a...? 2 Lg:..'ﬂi_g

v dela)l g 4 !
29:.”.'.4 J:O w| :JL-d'J—UI J‘-LC—Y f.......n.ul.:ﬁ -9.#5 L-a i‘»tj.;.ul.:_j
b 5 okily Lwtd! Loty Al @l i slaels oL
:l:.g-jj_’_.a;" -._JL.a‘J-\ﬂ;BK ,:)b ﬁéir*"?{. CJB- dz.2om"a ;ljo rLé
S WY ol dd dlte o AT Ol (615 4 56yl

I
* iéfric 3

r‘.c JE.'L‘ L5“ 1&4!1::‘6 E(j_é C,D:J' ;._JL-L:& ;_}]Jlf J}L_.Ell -\.@._1_9
b By LTl Bs o Y el e ol e Sl
_,LJJ.\ {J;L:‘il\ >359 o w y 3 TLJ‘ i:\ll g:,..ftj i_\l] SV



T4

\AAY L pole Y1 G D mB Y sl i Sl B I

(:) CONTRACTOR shall not substantially revise or modify

(@)

said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC ;

(zi) In ghe event of emcrgencies involving danger of loss of
lives or property, CONTRACTOR may expend such addi-
tional unbudgeted amounts as may be required to alleviate
such danger. Such expenditure shall be considered in all
respects as exploration expenditure and shall be recovered
pursuant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for aii

materials, equipment, supplies, personnel admimstration anc
operations pursuaint to the Exploration Work Program and

Budget and EGPC shall not be reqpomlble to bear or repay any
of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shail he

implemented in a workmanlike manner and in consistence with
good industry practices.

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

CONTRACTOR shall entrust the fnziﬁa‘-gﬁment of explora-
tion operations in the A.R.E. to its technically competent Gene-
ral Manager and Dt;puty General Man'ager The names of such
Manager and Deputy General Manager shall uporl appoiiit-
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(f)

-

ment, be forthwith notificd to the GOVERNMENT and to
EGPC. The General Manager and, in his absence, the Deputy
General Manager shall be entrusted by CONTRACTOR with
sufficient powers to carry out immediately all lawful written
directiops given to them by the GOVERNMENT or its repre -
sentati¥e under the terms of this Agreement. All lawful regita-

tions 1ssued or hereafter to be issued which are applicable here-
under and not in conflict with this Agreement shall apply to

CONTRACTOR.

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 CONTRACTOR
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 1

it considers :

(i) that the record of cost is not correct :

(i) that the costs of goods or services supplied are not in line

with the international market prices for goods or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied, provided

however, that purchases made and services performed
within A.R.E. shall be subject to Article XXV :

(111) that the condition of the materials furnished by CON-

TRACTOR does not tally with their prices; or

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

operations.
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CONTRACTOR shall 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 Iymit of the three (3) months period provided for in
this paragraph, EGPC has not advised CONTRACTOR of 1ts
objection to any statement, such statement shall be considered
as approved.

If within the time limit of three (3) months EGPG has
~dvised contractor of its objections to any statement then con-
tractor shall confer with EGPC in connection with the problem
thus presented and the parties shall attempt to reach a final

setilement thereto.

CONTRACTOR shall supply all funds necessary for its ope-
rations in A.RE. under thls 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 local banks in the A.R.E. according to the
Official A.R.E. Rate of Exchange.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the second (2nd) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT

. total of twenty five (25) percent in Exploration Blocks of the

original Area not then converted to a Development Lease or leases.
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At the end of the third (3rd) year after the Edffective -Date
hereof, CONTRACTOR shall relinquish an additional twenty five
(25) percent in Exploration Blocks of the original Area not then con-

verted to a Development Lease or leases.
K

Without prejudice to Article III and XXI, at the end of the
total exploration period, CONTRACTOR shall relinquish the re-
mainder 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 (o
such period.” ~ ' -

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

Following Commercial Discovery, EGPC and CONTRACTOR

shall mutually agree upon any area to be relinquished thereatter,
except for the relinquishment provided for above at the end of the

total exploration period.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

() On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be called
SADAT  Petroleum Company hereinafter referred to as
SAPETCO or as Operating Company. SAPETCO shall be
subject to the Jaws and regulations in force in the A.R.E. to the
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extent that such laws and regulations are not inconsistent with

the provisions of this Agreement or the charter of SAPETCQ,
However, SAPETCO shall, for the purpose of this Agreement,

be exempted from the following laws and regulations as now or
hereaff{er amended or substituted :

— Law No. 26 of 1954 concerning certain proviﬁions on joint
stock companies, partnership and limited hability compa-

mes as amended ;

—  Law No. 141 of 1963. on the formation of board of direz-
tors at private companies, societies and corporations, and

on the manner of workers representation thereon.

. - r————rrr e —

-

— Law No. 60 of 1971 on Public Institutions and Pubiic
Sector Units;

— Law No. 97 of 1976 organising dealings in foreign curren-
cies;

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

(Companies ;

— Presidential Decree No. 1868 of 1974 restricting some con-
tracts of Works of the Government to Public Institutions
and Corporation and Public Sector Units.

The Charter of SAPETCO 15 hereto attached as Apnex <D™
Within thirty (30) days after the date of Gommercial Discovery,
the Charter shall take effect and Operating Company shall
automatically come into existence, without any further DTO- e

dures.
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Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, it shall pre-
pare a development Work Program and Budget for the rema-
mder of the year in which the Commercial Discovery 1s made ;

and nét later than the first (Ist) of September of said year (or
such other date as may be agreed upon) and the first (Ist) of
September of each year thereafter Operating Company shall
prepare an annual Production Schedule, Work Program and
Budget for the succeeding year. The Production Schedule,
Work Program and Budget shall be submitted to the Board of
Directors for approval and to be finally approved by EGPCG.

Not later than the twentieth (20th) day of each month, Opera-
ting Company shall furnish to CONTRACTOR a written es-
timate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month expressed

——in U.S. Dollars having regard to the-approved budget. Such

estimate shall take into consideration any cash expected to be

on hand at month end.

Payment for the appropriate period of such month shall be

made to the correspondent bank designated in paragraph ({e)
below on the first day and fifteenth day respectively, or the next

following busmess day, if such day 1s 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, Cairo, the forcign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used
for payment for goods and services acquircd abroad and for
transferring to a local bank in the A.-R.E. the required amount
to meet expenditures in Egyptian Pounds, for Operating CGom-
pany in connection with its activities under this Agreement.
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Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by
a rccogpised tirm 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.

It and for as long during the period of production operations
there exists a genuine excess capacity in facilities which cannot
during the period of such excess be used by the Operating Com-
pany, the Contractor will consult with EGPC to find a
mutually agreed formula whereby EGPC may use the excess
capacity 1f it so desires without any financial, operational or

other disadvantage to the' Contractor.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(@) (1) Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration development and related
operations under this Agreement fo the extent and out of
forty (40) percent per annum of all Crude Oil produced
and saved from all development leases within the Area
hereunder and not used in petroleum operations. Such

Crude Oil is hereinafter referred to as “Cost Recovery
Crude O1l”.
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For all Exploration, Development and Proﬂuctian
hereunder, such costs and expenses shall be recovered from

Cost Recovery Grude Oil in the following manner :

P ’f

() All Operating Expenses, incurred after initial Com-
merclal Production, which for the purposes of thiz
Agreement shall mean the date on which the first
regular shipment is made, shall be recoverable either
1 the Tax Year in which such costs and expenses are
incurred and paid or the Tax Year in which initial

Commercial Production occurs. whichever is later.

(1) Exploration Expenditures including those accumu-
lated prior to tlie commencement of initial Commer-
cial Production, which for the purposes of this Agree-
ment shall mean the date on which the first regular
shipment is made, shall be recoverable at the rate of
twenty five (25) percent per annum starting either in
the Tax Year in which such expenditures are mcurred
and paid or the Tax Year in which initial Commer-
cial Production commences, whichever is later.

(i#) Development Expenditures, including those accumu-
lated prior to the commencement of mitial Commer-
cial Production shall be recoverable at the rate of
twenty five (25) percent per annum starting 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.
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(v) To the extent that, in a Tax Year, costs expenses or

expenditures recoverable per paragraphs (i), (ii), and
(iii) preceding exceed the value of all Cost Recovery
) 4" Crude Oil for such Tax Year, the excess shall be car-
| ried forward for recovery in the next succeeding Tax
Year or Years until fully recovered, but in no case

atter the termination of the Agreement, as to CON-

TRACTOR.

(v) 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 exception

of operating expenses.

3. “Operating Expenses” shall mean all costs, ex-
penses and expenditures made after initial Com-

mercial Production, which costs expenses and ex-
penditures are not normally depreciable.

However, operating expenses shall include
work over repair and maintenance of assets but
shall not include any of the following : side trae-
king, redrilling and changing of the status of a
well from oil well to water well and wvice versa,
replacement of assets or a part cf an asset, malor
overhanling that extends the life of the asset.

additions, improvement and renewals.
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(vi) It is understood and agreed upon that the recovery of
costs and expenses as based upon the rates referred
above shall be allocated to each quarter porportiona-
tely (one fourth to each quarter). However, any

5 .
-7 allowable costs and expenses not recovered m onc
quarter, as thus allocated, shall be carried torward for
recovery in the next quarter.

(2) CONTRACTOR shall each year take and separately dis-

pose of all Cost Recovery Crude Oial produced, except as

provided in sub-paragraph (a) (3) below of this Article VI,

plus its share of the balance of the Crude O1l as stipulated
in paragraph (b) below of this Article V1I. 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-
ward from paragraph (a) (1) (iv) above, to be recovered
in that year, the value of such excess Cost Recovery Crude
Oil actually taken and separately disposed of by CON-
TRACTOR shall be paid by CONTRACTOR to EGPC

in the manner set forth in Article IV of the Accounting Pro-
cedure contained in Annex “E” and CONTRACGTOR

shall be deemed to have purchased such excess Cost Re-
covery Crude Oil.

Ninety (90) days prior to the commencement of each year
EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to take delivery in kind, F. O. B. export
terminal or other agreed delivery point, of up to 75 percent
of any excess Cost Recovery Grude Oil for that year, anc
thereby reduce the amount to be purchased by CONTRAC-

TOR in the same percentage amount.
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(b) Production Shanng :

The remaining sixty (60) percent of the Crude O1l shall

be taken and disposed of scparately by EGPG and GONTRAC-
TOR gecording to the following incremental scale :

—_— i Er— .
- - — T e T——
e T . w” T T s R S

r H b NP ey . ol Sl e B -
mhATE—— - eyt L
"’

e e 1 — g b

Crude Oil produced and | EGPC Share | CONTRACTOR
saved under this Agree- Yo | Share
ment and not used in Pet- To

roleum operations 4
barrels per day

With respect to the pro- . Eighty (80) Twenty (20)
duction segment up (€| percent percent
10000 BOPD  (Quarte- r

rly average)

 With respect to the pros| Eighty three = Seventeen (17)
duction segment in excess | (83) percent | percent

of 100 000 up to 200 000

BOPD (Quarterly ave-

rage) ‘

With respect to the Pro- Eighty five . Fifteen (13)
duction segment over 200- © (85) percent | percent

000 BOPD (Quarterly I

average) ' ;

- . o - P — Al e el - Ny - ms . R A cmmr e . e ]
L - ECE— s 1T e LT, - T ey e T A T o T Ly o | e e 0 . W e AR Bl ECA W L sl alie™ T = I - i — . .. _

(c) (1) It is the intent of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market price
for Crude Oil. For the purpose of evaluating the prevail-
ing market value of the quantity of Cost Recovery Crude
Oil to which CONTRACTOR is entitled hereunder during
each calendar semester. the weighted average price realized
for comparable quantities on comparable credit terms m

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

length by either EGPC or CONTRACTOR under all
Crude Oi1l sales contracts currently in eftect, but ex-

cluding crude oil spot sales not consistent with pre-
vaﬂﬁ;g market prices for similar Crude Oil and also exclu-
ding Crude Oil sales contracts involving barter, whichever is
higher, shall be used. It is understood that in the case of

C.LF. sales, appropriate deductions shall be made for trarn-
sport and insurance 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 Ol so deter-
minednot to reflect the market Conditions prevailing during
the calendar semester, CONTRACTOR and EGPC shall

meet and mutually agree upon the price.

(2) I during any calendar semester there are no such sales by
EGPC or CONTRATOR under Crude Oil sales contracts
currently in effect, EGPC and CONTRACTOR shall meet
and mutually agree upon the price of Crude O1! to be used
in determining the value mentioned in sub-paragraph (c)
(1) above, Pending such mutual agreement the price used
shall be the last price determined pursuant to sub-paragraph
(c) (1} or under this sub-paragraph (c) (2) whichever 1s later.

and appropriate adjustment will e mad: thercto after dete:-
mmation of a mutually aereed price bv EGPC and COIN-
TRACTOR.

(d) Operating Company shall prepare (not less than ninety (90) days
prior to the beginning of each calendar semester following
regular production) and furnish in writing to CONTRACTOR
and EGPC a forecast setting out the total quantitv of petrolenm
that Operating Company estimates can be produced. saved and
transported hereunder during such calendar semester n accor-
dance with good oil industry practices.  Operating Gompany
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shall endeavour to produce each calendar semester the forecast
quantity. The Crude Oil shall be run to storage tanks construc-
ted, maitained and operated according to Government Regula-
tions, by Operating Company in which said Grude Oil shall be
metegeﬂ or otherwise measured for royalty, and the other pus-

poscs required by this Agreement.

@ONTRACTOR shall have the right and the obligation to se-
parately take and dispose of currently all of the Crude Oil to
which it is entitled as is determined in accordance with sub-

- paragraphs (a) and (b) of this Article. Subject to payment of

sums due EGPC under Articles VII (a) (2) and IX, GCONTRAG-
TOR shall have the right to retain abroad all funds acquired by
it abroad including the proceeds from the sale of its share of

Crude Oil exported.

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

upon point of export.
ARTICLE VIII
TITLE TO ASSETS

EGPC shall become the owner or all assets acquired and owned
by CONTRACTOR in connection with the operations carried
out by CONTACTOR 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 auto-
matically from CONTRACTOR to EGPC as they become
subject to recovery in accordance with the provisions of
Article VII: however, the full title to fixed and movabhle
assets shall be transferred automatically from CONTARC-

TOR to EGPC at the end of the vear when its total cost has
been recovered by CONTRACTOR 1n accordance with the
‘provisions of Article V11, or at the time of termination of the

" Agreement, whichever first occurs.
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‘ he Book Value of the Assets created during each calendar quas-
ter shail be communicated by CONTRACTOR to EGPC or by

Operating Company to EGPC and Contractor within thirty {3.3:
days ot the cnd of each quarter.

Dufiilg the term of this Agreement and the renewal period
CONTRACTOR and Operating Company are entitled to the
full use of all fixed and movable assets in connection with opera-
tions hereunder in (1) the Area and (2) any other area approved
by EGPC and CONTRACTOR and proper accounting adjust-

ment shall be made. CONTRACTOR and EGPC shall not
dispose of the same except with agreement of the other.

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 in-

dustry practices.
ARTICLE IX

BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
«um of two hundred and fifty thousand (250,000) U.S. Dollars

oni the Efiective 1)nto.

CONTRACTOR shall pay to EGPC the sum of one muil-
lion U.S. Dollars upon the date of the first Commercial disco-

Very.

CONTRACTOR shall pay to EGPC
The sum of Two {2) million U.S. Dollars as a Production Bonus

when the total averace daily production first reaches the rate

of fifty thousand (50,000) barrels per day for a period of thirty
(30) consecutive producing days. Pavment will be made within

fifteen (15) days thereafter,



VAAY 4 ur'_;Lo W Y CJL \r ENV | LWJJI o ol M
S — - - .
(2¢¢f¢++) ui}h ‘LaJJ;‘— aJ[-\L. \.:BL..aI LQ.L_a‘\:..,q.U La‘fj J}LQ..U C_eJ.i_g (.;:-)

La e CLJ‘ do oS LfJJAE)” sz u\iy‘,ﬂ ;_‘;lﬂ!;.:- O _}yjﬁ
@ Al g bjo ij uAJ:Jl bell &_ﬁ"“"m _Lz...aj...»o ‘_)T g_.....:i
e A s Lo_g.s (\c) b i tn (60 ;j: slaldl

=

(Reeeree ) ol T oy Lilol L LaT s (3)
bdie F bt G A Sl SOV S Yss e Yo
JM,\;‘;;&;J;;JAJJ,&EJ:JIGBW g 3oome b gne OF oy
S o padl 3 (Vossss ) AT sy Ebo i
S Ao gde 3 sla) e ZE ey (re) oA

v S A Lo o (\e)

LN GLI BV 5T 1 et sl 2l Syl g Y (=)

eI s ild e e o (6T es TR oyl 13 L Wl g (3)

a2 LIS (=) v il @ st vl a¥ 4 £ l)

ods o1 2N OL 3 -5 o e Dal SVI 0 1) Dol g0

AR LRV RV T ST I ool VY &l 55
(8L ssl Ll )

"

o S Ll.ﬂ J‘ C‘.L,u_ﬂ | 5] !Dr-_::r..p



(c) CONTRACTOR shall also pay to EGPC the additional swn
of four (4) million U.S. Dollars as a Production Bonus when thie

total average daily production first reaches the rate of one hun-
dred thousand (100,000} barrels per day for a period of thirty
(30) ¢dnsecutive producing days. Payment will be made within

fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum
of six (6) million U.S. Dollars as a Production Bonus when the

total average daily production first reaches the rate of one hun-
dred and fifty thousand barrels per day for a period of thirty
(30) consecutive producing days. Paymentwill be made within

fifteen (15) days thereafter.

(¢) Both aforesaid Signature and Productjon Bonuses shall i uc
event be recovered nor amortized by CONTRACTOR. '

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

date of sharing.
ARTICLE X

OFFICE AND SERVICE OF NOTICE

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

notices shall be validly served.
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The General Manager and Deputy General Manager shali be

entrusted by CONTRACTOR with sufficient power to carry out im-
mediately all local written directions given to them by the GOVERN-
MENT or its representatives under the terms of this Agree-
ment. All lawful regulations issued or hereafter to be issued which
are applicabte hereunder and not in conflict with this Agreement
shall apply to the duties and activities of the General Manager and

eputy (General Manager.

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

All matters and notices shall be deemed to be validly served
which are left 2t the office of the Chairman of EGPC or which are

sent to him by registered mail at EGPC’s main ntfice in Gairo.

ARTICLE XI
SAVING OF PETROLEUM AND PROVENTION OF LOSS

L
i
1

(2 Opcrating Compaany shail take all proper measures. accordig
to generally accepted methods in use in the oil ndustry to
prevent loss or waste of petroleum above or under the oTour: |
in any form during drilling. producing, gatherin: and distr:pu-
ting or storagze operations. The GOVERNMENT has the rlant
to prevent any operation on anv well that 1t might reasonabiy

expect would result in loss or damage to the well or the o1l field.

‘b))  Upon completion of the drillng of preductive well, Opciating
Company shall inform the GOVERNMENT or its represcs
tative of the time when the well will be tested and the production

rate ascertained.

¢y Except in instances where multiple producirg formations in
the same well can only be produced economicaliy through a
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solely in carrying on operations under this Agreement.

1AAY 4 ol Y18 (o mb N ol i d A

single tubing, ‘string Petroleum shall not be produced from
multiple oil carrying zones through one string of tubing at the
same tune, except with the prior approval of the GOVERN-

MENT or its representative.

Operati.rié Company shall record data regarding the quantities
of petroleum and water produced monthly from each develop-
ment lease. Such data shall be sent to the GOVERNMENT or
its representative on the special forms provided for that purpose
within  thirty /30) days after it is obtained. Daily or weckty
statistics regarding the production from the Area shall be avail-
able at all reasonable times for examination bv authorized re-
presentatives of ‘he GOVERNMENT. '

Daily cdrilling records and the graphic logs of wells must show

1...

the guantity and type of cemént and the amount of anv othes

materizls used m the well for the purpose of protecting netro-

leum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well
after 1ts completion should be subject to the approval of the
representative of the GOVERNMENT.

ARTICLE XIT
CUSTOMS EXEMPTTONS

EGPC, CONTRACTOR, Operating Company and their foreign
Contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permitted to import
and shall be exempted frem customs duties with respect to the
importation of machinery, equipment, vehicles, materials, supp-
lies consumable items. foodstuffs and movable property when

certified by responsible representative of EGPC, to be used

e,
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(b)

(C)

Each expatriate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shail be
permuitted to import and shall be exempt from all customs dut:-
es with respect to the reasonable impertation of household
goods, cofisumable items, foodstuffs ( within the himts appre-
ved byFHMinistry of Petroleum ) and personal effects mclucmg
one automobile provided however. inat such properties are imi-

ported for the sole use of the employee and his famly aund
provided further, that no such property imported by the #i- -
ployee shall be resold by him in the A.R.E. except m accordance
with GOVFRNMENT regulations.

The exemption provided in (a) of this Article shall not apply to
anry mmported items when EGPC considers and shows cause that
items of the same or substantially the same kind and quality are
manufactured locally and are awvailable for purchase and tinsly
delivery in the A.R.E. at a price not higher thax ten (10) percent
more than the cost of the imported ‘rem before customs duties,

but after transportation and insurance costs have been added.

Without prejudice to Article VIII, any of the items imported
into the AR.E. either exempt or not-exempt from customs dut-

jes, taxes or imposts under this Article mav be exported by the

importing party at any time without the payment of anyv exnort

dutv, or 1Impost.

Used but serviceable material, equinrment and gnod resulting
from operations hereunder may be sold within the AR.E. pro-
vided that the purchasers pay ine applicable customs duties,

taxes or imposts, if any, except if sold to FGPC or an affiliated

company of EGPC.
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Material, equipment and goods so damaged or used as to be
non-serviceable and which are classified by CONTRACTOR or
Operating Company as scrap or junk (any such CONTRAC-
TOR’g*%Bprais&l being subject to EGPC approval and any such
Operating 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.

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 :ts
unrecovered cost, iIf any, in such matertal or equipment and the

excess, if any. shall be paid to EGPC.

“Customs Duties”, as used :herein, shall include all duties. taxes
or imposts (except those charges paid to the GOVERNMENT

for actual services rendered), which are payable as a result of
the mportation of the item or items under consideration.

There shall be no licence required, and CONTRACTOR,

EGPC and their respective buyers shall be exempted from any

duty, tax, fee or any other financial impost in respect of the

export of Petroleum hereunder.

ARTICLE XIIIT

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A R.E. books of account,
in accordance with the Accounting Procedure in Annex “E”
and accepted accounting practices generally used in the petro-
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leum industry, and such other books and records as may be
necessary to show the work performed under this Agreemens,

mcluding the amount and value of all petroleum produced and

saved ’glrlereunder. CONTRACTOR and Operating Company

shall keep their books of account and accounting records in
United States Dollars. Operating Company shall furnish to the
GOVERNMENT or its representative monthly returns showing

the amount of petroleum produced and saved hereunder. Such
returns shall be prepared in the form required by the GOVERN-
MENT, or its representative and shall be signed by the General
Manager or by the Deputy General Manager or a dulv desig-
nated deputy, and delivered w the GOVERNMENT or its

representative within thirty (30) davs after the end of the month

covered 1n the return.

(b) The aforesaid hooks of account and other books and records
referred to above shall be available at all reasonable times for

inspection by duly authorized representatives of the GOVERN.-
MENT.

() CONTRACTOR hall submit to EGPC a Profit and Loss Sta-

tement for the Calendar Year not later than March 15

of the following vear to show its net profit or loss from the

petroleum operations under this Agreement for such vyear.

CONTRACTOR shall at the same time submit a vear-end
Ralance Sheet for the same Calendar Year to FEGPC. The

Balance Sheet and Financial statements shall be certified by an
Egyptian certified accounting firm accepted by EGPC.
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ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

{a) CC}NT RACTOR and/or Operating Company shall prepare

(b)

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

furnish the GOVERNMENT or its representative, in confor-

mity with applicable regulations or as the GOVERNMENT or

its representative may reasonably require information and data
concerning its operations under this Agreement. Operating
Company will perform the functions indicated in this Article
X1V m accordance with their respective role as specified in

Article VT.

CONTRACTCR and /01; Operating Company shall save and
keep for a reasonable period of time a representative portion
of each sample of corcs and cuttings taken from drilling wells,
to be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNNM ENT.
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
its representatives. Any such samples which CONTRACTOR

or Operating Company has kept for a period of twelve (12)
months without receipt of instructions to forward them to the
GOVERNMENT of its representatives or elsewhere may be
disposed of by CONTRACTOR or Operating Company at 1ts

discretion.
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Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.R.E., samples equivalent in size and
quality shall, before such exportaticn, be delivered to EGPC
as re?resentative of the GOVERNMENT.

Onginals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other
data which must be processed or analvzed outside the A. R. L.
may be exported if a monitar or a comparable record, if avai-
lable, is maintained in The A. R. E. and provided that such ex-
ports shall be repatriated to A. R. E. »n the understanding that

they helong to EGPC.

During the period CONTRACTOR is conducting the explo:a-
tion operations, CONTRACTOR shall permit EGPC through
EGPC’s duly authorized representatives or emplovees to have full
and complete access to the Area at gl reasonable times with the
right to observe the operations heing conducted and to mspect

all assets, records and dat» kept bv CONTRACTOR  EGPO
representative, in exercising its rights under the preceding sen-
tence of this paragraph (e), shall not interfere with CONTRAC -
TOR’s operations. CONTRACTOR  shall provide EGPC

with copies of anv and all data (including. but not limited to,
geological and geophysical reports, logs and well surveys) in-

formation and interpretation of such data, and other informa-

tion in CONTRACTOR’s possession. All such data and in-
formation shall be strictly confidential and shall not be divulged
by EGPC except to affiliated companies, or by the GOVERN -
MENT without the consent of CONTRACTOR while this
Agreement remains in force. However, for the purpose of obya-
ining new offers, the GOVERNMENT may show anv other
party geophysical and geological data (the age of which 1s not
less than one vear) with respect to the Area adjacent to the Area

of such new offer.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law
towards third parties for any damage caused by CONTRACTOR’s
operations and shall indemnify the ~GOVERNMENT and/or

EGPC against all damages for which they may be held liable on
account of any such operations. Government shall give notice to

CONTRACTOR of any claim or occurrence in respect of which
Government proposes to invoke the provisions of this indemnity and

shall give CONTRACTOR the opportunity to investigate, repudiate
or otherwise deal with any matters that may arise from such a claim.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

L

Duly authorized representatives of the GOVERNMENT shall

have access to the Area covered by this Agreement and to the opera-
rions conducted thereon. Such representatives may examine the
books, registers and records ot EGPC., CONTRACTOR and Ope-
rating Company and make 2 reasonable number of surveys, drawings
and tests for the purpose of enforcing this Agreement. They shall,
for this purpose, be entitled to make roasonable use of the machinery
and instruments of CONTRACTOR or Operating Comparny on the
condition that no danger or impediment to the operations hereunder
shall arise directly or indirectly from such use. The GOVERN-
MENT shall indemnify and reimburse CONTRACTOR or Ops-
rating Company for any 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 2m-
ployees of CONTRACTOR or Operating Company S0 that none of
the activities shall endanger or hinder the %afﬂty or efficiency of the
operations. CONTRACTOR or Operating (Company shall offer
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such representatives all privileges and facilities accorded to its gwn
employees in the field and shall provide them, free of charge, the
use of reasonable office space and of adequately furnished housing
while they are in the field for the purpose of facilitating the objec-
tives of,this Article, except as provided in Article XIV, any and all
information obtained by the GOVERNMENT or its representatives

under this Article XVT shall be kept confidential with respect w
the Area. -

ARTICLE XVII

EMPLOYMENT RICHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) Tt is the desire of EGPC and CONTRACTOR that operaticrs

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

(1Y The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Operating

Company and the personne]l of its contractors for con-
duct of the operations hereunder, shall be granted a resi-
dence as provided for in Law No. 89 of 1960 as amended
and Ministerial Order No. 9 of 1963 as amended, and
CONTRACTOR agrees that all immigration, passport,
visa and employment regulations of the A. R. E,, shall Le
applicable to all alien employees of CONTRACTOR

working in the A. R. E.

(2) A minimum of twenty-five (25) percent of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by CON-
TRACTOR or Operating Company shall be paid monthly
in Egyptian Currency. On final repatriation such person-
nel shall have the right to remit abroad in U.S. Dollars or

other currencies the unused portion of Egyptian Currcm:'{?’
in excess of twenty five {20} percent of such personnet’s

salary.
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(5) CONTRACTOR and Opzrating Company shall each select its
employees and determine the number thereof, to be used for
operations hereunder.

~(¢) CONTRACTOR shall, after consultation with EGPC, prepare
arid carry out specialized training programs for all jts A. R. E.

“employees engaged in operations hereunder with respect to ap-~
plicable aspects of the petroleum industry. CONTRACTOR
and Operating Company undertakes to replace gradually their
non-executive expatriate staffs by qualified nationals as they
are available.

(¢) During the period when CONTRACTOR is conducting Exnlo-
ration CONTRACTOR shall give mutually agreed numbers of
EGPC employees an opportunity to attend and participate in
CONTRACTOR and CONTRACTOR’s affiliate training

programs relating to exploration and development operations.

ARTICLE XViil
LAWS AND REGULATIONS

(@) CGONTRACTOR zang Operating Comparny shail he subject o
law No. 66 of 1953 (excluding Article 37 thereof) as amended
by Law No. 8€ of 1956 and the regulations issued for the imple-
mentatinn thereof, including the regilatiors for the safe and
etficient performance of eperations carried cut {27 the execution
of this Aigreement and for the conservation of the petrolcum
resources of the A.R.E. provided that no regulations, modifica-
tion or interpretation thereof shall be contrary to or inconsis-
tent with the provisions ¢f this Aereement.

(b) EGPC and CONTRACTOR shall be exempted from all taxes.
except as provided in Article 111 paragraph (f) for income taxes.
with respect to the extracting., producing, exporting or trans-
porting of petroleum hereunder. CONTRACTOR shall alse

be exempted from any tax on capital.
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The rights and obligations of £GPC and CONTRACGIOR
under. and for the effective term of this Agreement, shall be

coverned by and in accordance with the provisions of this

T

Agreemtnt and can only he alicred or amended by the mutu
agreement of the said contracting parties.

The contractors and sub-contraciers of CONTRACTOR ar

Operating Company shall be subject to the provisions n‘f th B
Agreement which affect them. Insefar as all reg‘_ﬂaf ons wwhich
are duly issued by the GOVERNMENT aopl {rom Hmas to

time and are not in accord with the provisions of this Agree-

ment such regulations shall not aonly to the CONTRACTOR

and subcontractors.

ARTICLE XTX

RIOHT OE REOUTSITION

Tn case of national emergency <uec tc war Cr mmnuvent ewpec-
tation thereof or in case of national emergency due to intemnal
causes, the GOVERNMENT may requisition all or part of the
production from the Area obtained hereunder and require
Operating Company to increase such nroduction to the utmost
possible maximum. The GOVERNMENT mav also requis-
ition the oil field itself and, if necessary related facilities.

In any such case, such requisition shall not be etfected except
after inviting EGPC and CONTRACTOR cor their repres:i-

tative by registered letter. with acknowledgement of receipt, to
exnress their views with respect to such recuisition.

The requisitior: of production shall be efferted hv Mimsteruil
Order. Any requisitien of oil 8eid asel®. or any relaged
facilities shall b::::- cffected by a Proidential  Decrec duiy
notified 0 EGPC and CONTRACTOR.



\AAY 4 ol Y18 @ @B YY) ol A s Al 4

St p - 4o ool 58 aJlas Jf.:L__ILa_LV_\ s il Lg\cdl.ad( )
(_ILJ._-;L@: ;)L«.u'}“ a-uuc-/{.alsll...m}m djmlei Ja_,.u

S R 7 =) Rt

o L_,X:::J\ A el Ln‘_}fum‘_j.o\ij s5 o 43“,.355 olasd Y

. u_;uY| n-\h G:_.ﬂ..:;..: 44_..5“*3 (le.ﬂ..a«u (_5_;:-\ o.._.:h.i N o

«b.ﬁu‘ oA (_5 \.q,“ _JL.,...L‘ CJLJ.‘ Ca-b_j . (.)) aJo.n.” b Pﬁia "3“4’
S st A A N Bast) SO Y s gl A
Jlcll o gl ade J i AV o nl e sae s e

* (_:-) ::J.ﬂ.e @L-.aU! SJL_.H u;:..-lj Lﬂ....l:r M' > 9

( ,_‘J_g__,-ihﬂ 5.3‘._.“ )
d)l o)

s 5o ST 2 5T e 6N JSLs ST 0ol sY dlgl 52 Y (1)
'-43‘\.:.3.\5}\ G jilel 5 48 gio da_ﬂ‘j\ 5 o a3layl cdn (3 1B b mad
oy LS &by 950 AN eda Lo ger 8, Al wlel 7V
g8 gin e J3U & o Jaladly ALl e I8 U5 ey ¢ de oSN
AR e oriPipY U NESPR 1 V1 | P P W PR P B R
Sl olate At Jileadl 595 OF sl biss W dulbs
wedl Jlze JI 5Ll el s o ALy 4od 4 )2ie oo
b AT b Jy et o JoLED LT

o Yol Jjle

%



BTV IR S v SWE R o 3dall o Ao J1 OM e
J ad<iRi duos 1 0n0)

b

—

(d) 'In the event of any requisiion as provided above, the
GOVERNMENT shall indemnify in full EGPC and CONT-
RACTOR for the period during which the requisition IS main-

tained, including :
(1) Al damages which result from such requisition.

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

duction, and

(3) Other obligations of Contractor and EGPC hereunder.

However, any damage resulting from enemy attack is not with-

in the meaning of this sub-paragraph (d). Payment hereunder shall
be made to CONTRACTOR in U.S. Dollars remittable abroad.

The price paid to CONTRACTOR for Petroleum taken shall be

calculated in accordance with Article V1l paragraph !c!.

ARTICLE XX

ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a persen.
firm or corporation not party hereto, in whole or in part any
of its rights, privileges, duties or obligations under _I_hi_s Agrae
ment without the written consent of the GOVERNMENT.
However. either EGPC or CONTRACTOR shall be free io

rights, privileges, duties and obligations under this

an affiliated Company ; and provided, further,

Agreement 1O
that the assignee shall be as qualified as the assignor with res-
financial competence, and excepunyg

pect to 1ts technical and D
assignments to assignees wholly owned by CONTRACTOR

approval to the assigement shall

assign 1ts

he first obtained.
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‘ In the event that EGPC or CONTRACTOR wishes to assign,

in whole or in part, any of its rights, privileges, duties or obli-
gations hereunder as aforesaid, the written consent thereto of
the GOVERNMENT if required under this Article shall not
be arpitrarily withheld. To enable consideration to be given

to any request for such consent, the following conditions must

be fulfilled :

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

request is made.,

:2)  The proposed assignee or assignees rmust proclute reasoil-
able evidence to the GOVERNMENT of its or their fman-

cial and technical competence.

(3) The instrument of ElS.‘algllmﬁllt must include provisions stat-
Ing prf‘CISely that the assignee is bound by all covenants
contained in this Agreement and any modifications or
~dditions in writing that up to such time may have been
made. A draft of such instrument of assignment shall be
<ubmitted to the GOVERNMENT for review and appro-

val before being formally cxecuted

Every exccuted and delivered mstrument of assignment assign-
ing any of the rights, privileges duties or obligations hereurder
of EGPC or CONTRACTOR, shall be submitted to the
COVERNMENT. within thirty (30) days after the GOVERIY-

MENT approves the assignment for registration in the regis-
Lers.

Any assignment made pursuant to the pravisions of this Article
shall be free of any transfer or relatec taxes, charges or fees
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ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this Agree-
ment by Order or Presidential Decree, with respect to CON-
TRACTOR, in the following instances :

1.

If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration

for the execution of this Agreement;

2. If it assigns any interest hereunder contrary to the provis-

3.

ions of Article XX hereof;

If it is adjudicated bankrupt by a couwrt of competent
jurisdiction;

J

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

XXIII paragraph (a) hereunder;

If it intentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT, except such extractions
as may be unavoidable as the result of operations conducted
hereunder in accordance with accepted petroleum industry
practice and which shall be notified to the GOVERN-

MENT or its representative as soon as possible; and

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 inconsistent with the pro-

visions of this Agreement. Such cancellation shall take

place without prejudice to any rights which may have
acerued to the GOVERNMENT against CONTRACTOR

in accordance with the provisions of this Agreement, and
‘1 the event of such cancellation. CONTRACTOR shall

have the right to remove from the Area all its personal

property.
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If the GOVERNMENT deems that one of the aforesaid causes

(other than a force majeure cause referred to in Article XXI11
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACGTOR nmety (90) days written notice per-
sonally 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 impessible due to unnotified
change of address publication in the Official Journal of the
GOVERNMENT of su®h notice shall be considered as validly
scrved upon CONTRACTOR. If at the end of the said ninety
(90) days notice period such cause has not been remedied and
removed, this Agreement may be cancelled forthwith by Order
or Presidential Decrec as aforesaid; provided however, that if
such cause, or the failure to remedv or remove such cause,
results-from any act or omissioh of one party, canccllation of #his
Agreement shall be effective only against that party and not

as against the other partv or partics hereto.
ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR. or cither of them of anv obligaticn under
this Agreement shall be excused if, and to the extent that, such

non-performance or delay is caused by force majeure. The

pc‘i"iad of any such non-performance or delay, tegether with such
period as may be necessary tor the restoration of any damage
done during such delayv. shall be added to the time given in this
A,qreem-f:ntmfor the performance of such obligation and for the
péfformancc of anv obligation dependent thereon and conse-
quentlv. to the term of this Agreement. but onlv with respact

to the block or blecks affected.
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(b)

“Force Majeure”, within the meaning of this Article XX1J,
shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or CANADA
with respect to CONTRACTOR whether promuigated in the
form of a law or otherwise or any act of God, msurrection, riot,
war, strike, and other labor disturbance, fircs, tloods 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 any such eause is beyond the reasonable control of

EGPC and CONTRACTOR, or etther of them.

Without prejudice to the above and except as may be other-
wise provided herem, the GOVERNMENT shall incur no

responsibility whatsoever to EGPG and CONTRACTOR, or
either of them for any damages, restrictions or loss arising
consequences of such case of force majeure except a force

majeure caused by the order, regulations or direction of the

COVERNMENT of the ARAB REPUBLIC OF EGYPT,

If the force majeure event occurs during the initial exploration
period or any extension thereot and continues in cffect for a
period of six (6) months CONTRACTOR shall have the option
upon thirty (30) days pricr written notice to EGPC to terminate
its obligations hereunder without further Habilitv of any kind
and, if still in force the Guaranty contained in Annex “CG” hereto.
he automatically cancelled and EGPC shall so notify the

shall
Bank to release the Guaranty.
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(a)

(b)

(c)

(d)

ARTICLE XXIII

_ DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and tne par-
ties hereto with respect to the interpretation, application or
execumen of this Avreenent shall be referred to the junsdiction
of the appropriatc A.R.E. Courts and shall be finally settled by

such courts, ‘

Any dispute arising between CONTRACTOR and EGPC 1n
connection with the present Agreement shall be finally settled
by arbitration. The Arbitration shall be held in LONDONX.
ENGLAND and conducted in accordance with the Rules of
Conciliation and Arbitration of the International Chamber of
Commerce. In the event of no provisions being made in these
ruleg i certam cases the Arbitrators shall cstabhsh thenr own

PrOCeQUICes.

The arbitration shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbat-
ration and that such party (hereinafter referred to as the “First
Party”) has appointed an Arbitrator who shall be identified m
<aid notice. The other party (hereinafter referred to as the
“Second Party”), within fifteen (15) days shall notify Fivst
Partv in writing identifying the Arbitrator that 1t has selected.

If the Second Partv does not appoint 1ts Arbitrator as atore-
said, the First Party shall have the right to apply to the Court

of Arbitration of the International Chamber of Commerce o
arhitrator. The two arbitrators shall m

thirty (30) days. select a third Arbhitrator, failing u'hich_the
third Arbmrator shall be anrointed by the Coyrt of Arlina-
tion of the Internationa! Chamber of Commerce at the reguest

apnoiat a second

of either party.
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The third Arbitrator must be a atizen of a country other than

the AR.E. and CANADA and of a country which has diplo-
matic relations with both A.R.E. and CANADA and shall have

no economic ntercst in the oil business of the signatories hercto.

The parties shall extend to the Arbitration board all facilities
( including access to the .petroleum operations ) for obtaining

any information required for proper determination of the dis-

pute. The absence or default of any party to the arbitrauon

shall not be permitted to prevent or” hinder the arbitration pro-

cedure in any or all of 1ts stages

i

Pending the decision or awart, the operations or activities whic
have given rise to the arbitration need not he discontinued. i
the cvent the decision or award recognizes that the complamt
was justified, provision may be made therein for such repar:-
tion as may appropriately be made in favor of the complanart.

Judgement in the award rendered may be entered m any Couit
having jurisdiction and application may be made in such Court

for a judicial acceptance of the award or an order of enforce-
ment as the case may be.

The parties desire that. wherever appropriate, decisions and
awards shall specify a time for compliance therewith

(5 The provisions of this Agreement relating to arbitration shall

continue in force notwithstanding the termination of this Agree
ment.
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(k) PRINCIPLES of GOODWILL - The signatories base their
relations with respect to this Agreement on the principles of
good wil and good faith. Taking into account their different
nationalifies, this Agreement shall for the purpose of arbitra-
tion be given effect and shall be interpreted and applied in con-

tormity with principles of law common to the A.R.E. and
CANADA and in the absence of such principles, then 1 contor-
mity with the principles of law nermally recognized by aavilized
nations m general, including those which have been applied by
International Tribunals.

ARTICLE XXI1V

STATUS OF PARTIES

{a) The rights, duties, obligations @1(1 liabilitics in respect of EGPC
and CONTRACTOR hereunder shall be several and not jont
or collective, it being understood that this Agreement shail not

he construed as constituting an assc.oiation oy corporation o1

partnership.

() CONTRACTOR shall be subject to the laws of the place whexe
it is incorporated regarding its legal status or creation, organiza-
tion, charter and by-laws, shareholding, and ownership, CON-
TRACTOR’s shares of capital which are entirelv held abroad
shall not be negotiable in the AR.E. and shall not be oftered
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. CON-

TRACTOR shall be exempted from the apphcation of Law
No. 26 of 1954 ac amended, and from Law No. 9 of 1964.

(¢) All parties comprising CONTRACGTOR shall be jointly an::l
severally liable for the performance of the obligations under this
Concession Agreement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALILY MANUFACTURED
MATERIAL

CONTRACTOR or Operating Company. as the case may be,

and their contractors shall :

(a) Give priority to local contractors as long as their prices and per-
formance are comparable with international prices and perfor-
mance. CONTRACTOR and Opcrating Company shall, how-
ever, subject to the preceding sentence, be exempted from the
provisions of Presidential Decree No. 1868 of 1974, as amended.

(b) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available mater-
ials, equipment, machmery and consumables. However, such
material, equipment, machinery and consumables may be 1mpor-
ted for operations conducted hereunder if the local price of such
items at CONTRACTOR’s or Operating Clompany’s operating
base in A.R.F. is more than ten (10) percent higher than the
price of such imported items before customs duties, but after

transportation and insurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

The Arabic version of this Agreement shall, before the courts

of AR E. be referred to in construing or interpreting this Agreement;
provided however, that mn any arbitration pursuant to Article XXT111

hereabove between EGPG and CONTRACTOR the English and

Arabic versions shall both be referred to as having ecual force 1n conl-

struing or interpreting the Agreement
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ARTICLE XXVII

. GAD

If Gas is produced or is liable of being produced from the
Area, EGFC and CONTRACTOR shall in good taith study all
possible cconomic alternatives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly. The cost and

expenses of producing non-associated gas shall be recovered 1n
accordance with the Cost Recovery Principles of Article VII.

Production Sharing Principles of Article VII shall apply to the
value of associated and non-associated gas if sold for export and not
used in operations, flared or re-injected.  However. any (Gas not ex-
ported outside A.R.F. in a liquidior solia state, or not usect m ope-
rations (including re-injection); shall remain m the property of the
State and may be utilized by EGPC and EGPC shall not be liable for
payment to CONTRACGCTOR of any costs o1 exprases respecting any
past operations of CONTRACTOR related to such Gas. Under
no circumstances will CONTRACTOR he responsible for or hear

any cost or expenses newrred for utlization of Gas used internally

inm the A.R.E.

ARTICLE XXVIII

GENERAL

The headings or titles to cach of the Articles to this Agreement
arc solely for the convenience of the parties hercto and shall not be
used with respect to the interpretation or constructin of said
Articles.
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ARTICLE XXIX
APPROVAL OF THE AR GOVERNMENT

This agreement hall not be binding upon any of the partics
hereto unless and until a law is issued by the competeit authorites
of the A'R.E. authorizing the Minister of Petroieum to sign s
Agreement and giving this Agreement full force and effect of law
notwithstanding any countervailing governmental enacument, and
the Agrcement is signed by the GOVERNMENT, EGPC. and
CONTRACTOR.

4RAB REPUBLIC OF EGYPT
RY - — — : -

OVPTIAN GENERAIL PETROLEUM CORPORATION

BY : - - [ —— L
CULFSTREAM RESO U}?ECES CANADA LTD.

-
#
' . e —— . - - - r e —— temma-- " - J— e
-

NORTH SOUTH RESOURCES LTD.

TRANS MEDITERRANFEAN OIL COMPANY LTD.
BY : -- S — R . ~
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ANNEX “A"

A.R.E. EGPC, GULFSTREAM GROUP, SADAT
ONSHORE AREA CONCESSION AGREEMENT
N.W. SUEZ GULF REGION
DESCRIPTION OF THE AREA

Annex "B’ 15 a map on the scale of 1 :1. 000,000 including
the Area covered and aftected by this Agreement and divided for
convenience only mto two subareas (A & B). The Area i1s measured
approximately 2800 Kms™ and it 1s composed of 30 Exploration
blocks cach complete block is six (6) minutes Latitude by six 0
minutes Longitude approximately one hundred (100} Kins™ of surtace

arca.

The Area 1s bounded by a group of straight lines. Coordmnates
of the corner pomrs of each subarea ave given in the following table
which form an mrtegral part of Annex “A.

1) Subarea “A”

This subarea v hounded by a group of straight bines, uniess
otherwisc indicated when following shore hnes. which commences

by point “1” at :

Lat. w00 00 N
Long. 1300 007 F

Thence due  South to pomt “27  at
Lat. 24" 479 00" N

[.ong 33" 00y Oﬂ” 1

Thence duc West to pomnt 37 at
Lat. 247 42 00" N

320 51007

h-—u-{
L T OF

Long.



\Va A 4 u...:)La A (_9, ((C)) ,n{U \"" Sl 4..;“.._. L ol YV ¢

—

e et sl

|

e (g ) 2eadl e L,
Yz Y4 't o . L 8 da
liJﬂL D\"T o " J j-L’ iz
SYON J ik v Ay
bt Y4 g0 EEENT T2
4 v A y Job L

N s © 7 .

‘)L YA fir uﬂ‘,;i,:-
1 -

e Ty TA f ...}':l’ L

L-.f '
l i s © ~ = . ‘ -
Sl e Yl e e e B L e (n) A
4.:.5.....“ dfa M ‘d:u..s u.sb u_.” (r’:"\ ;L_._.q._.._” ._:5” E_f,.,i Lg...ﬂ }._...” at..a.l ;’3 "']I

‘ ( T) 4c 4l
(<) LAt Gkt (v)

e o1 Y 4-.@...-:......_“ _E.:r_,l:_z_ﬂ Na %}u_ﬁu L.-.’:U‘i uJA‘ dab Ll ada ]
s aold Ao (4) abidl o ) Ada Ll bohal) Lghibes ae el G5

U’H Lq,.oj LJ"‘"-"‘""“ sl (_’:_J.-M L}:-LJ\ C...a Y ‘v KX * o u"f

3 L N AT N



V1A VaAN 4L sl X 3 <z Cgb". Vool o JY s

e —— e el g S - — et g e el e d .

i

Thence due North to point “4”  at
Lat. 29 45’ 00" N
Long. 32° 517 00" k.

LA

“.il

Th(j‘ll(lﬁfdl‘l(i . West to point 37 at :
Lat. 29° 45 00"’ N
Long, 32° 438’ 00" E

Thence due  Ddouth to pomt 67 at :
Lat. 29° 49’ 00’ N
[ong. 32° 48’ 00"’ E

n %
- A

Thence due West to pomnt 77 at the intersection of Lat. 29°
42" 00” N with the eastern high tide coast of the Gulf of Suez.

Thence due North West along the high tde eastern coast of
the Gulf of Sucz to powmt “8 at the mterseetion of Lat, 307 007 00”7 N
with the eastern coast of the Suez Canal, Thence due East 10 nomt

“1” which is the point of beginning of this subarea “A”,

Subarea “B”

This subarea is also hounded by a eroup of straight lines, unless
otherwise indicated when following shore hnes. which commences
by point 97 at the ntersection of Lat. 307 00" 00” N with the
western coast of the Suez Canal, Thence South West along the high
tide western coast of the Guif of Suez to point 107 at the intersee-
tion of Lat. 28° 18 00” N with such western coast of the Gulf «f

Suez, Thence due West to point “11° at

Lat. 200 18 00" N

Long. 392° 30y 00

T
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Thence due

f.at.

Long.

Thence due

North to pomt “197  at :

24’
30/

00" N
00" F

29°
32°

West to pomt “13” at

00" N
00" F

24
12’

29°
3?(‘1

Lart.

Long.
North to pomt “14” at

00’
127

Thence duc

f.at. 20° 00’ N

Long. 32° 00" V)

Thence due FEast to point “9” which is the point of beginzng

of this subarea “B”. |

&
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ANNEX “C”

LETTER OF GUARANTY
LETTER OF GUARANTY No. CAIRO,
EGYPTIAN GENLERAL PETROLEUM CORPORATION

Clentlemen :

The Undersigned, NATIONAL BANK OF EGYPL
as Guarantor, hereby guarantees to the Egyptian General Petrolewin
Corporation (hereinafter referred to as EGPC) to the limit of fow
and half (4.5) million U.S. Dollars in U.S. Currency the performance
hy GULFSTREAM RESOURCES CANADA LTD: (herematter
1eferred to as CONTRACTOR of its obligations required for explo-
ration operations to spend a minimum of four and half (4.5.) Million
LS Dollars during the initial two (2) years of the exploration peric:d
ander Article TV of that certaim Concession Agreement (hereinafter
1eferred to as the “Agreement’) cow"fing that Area described m
Annexes “A” and “B” of said Agreement. by and hetween the Arab
Republic of Egypt (hereinafter referred to as “A.R.E.”), EGPC and
CONTRACTOR, dated

It ic understocd that this Guaranty and the liability of the
Cuarantor hercunder shall be reduced quarterly, during the period
of expenditure of said four and half (4} million US Dollars by tae
amount of moncy expended by CONTRACTOR for such exploration
operations during cach such cuarter. Fach such reduction shall be
cstablished by the joint written statement of EGPC and CONTRAC-

TOR.

In the event of a Claim by EGPC of non-performance or sut-
conder of the Agreement on the part of CONTRACTOR prior to
fnlfilment of said minimum expenditure obligation under Article 1V
+f this Agrcement there <hall be no liahilitv on the undersigned
Caarantor for paviment to IZGPC unless and unal such liabilify has
heen established by written  statement  of FGPC setting forth the
~moumt due under the Agreement.
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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 been informed in writing by CON-

TRACTOR and EGPC that the Agreement between CON-
TRACTOR, A.R.E. and EGPC has become effective according
to its terms, and said Guaranty shall become effective on the

Effective Date of said Agreement.

9 This Letter of Guaranty shall in any event automatically expire :

(a) two {Z) yéa.rs and six /6) months after the date it becomes
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 obh-
gations. whichever is earlier.

3.  Consequently, any claiim in respect thereof shouid be made to
the Guarantor prior to either of said expiration date at the

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

effect that :

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

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

We declare that on issuing this (Guaranty we did not exceed the
limit of total guaranties which we are entitled to 1ssue as per M mistry

of Fconomv’s letter No. . dated

Please return to us this Letter of Guaranty in the event it docs
cot hecome effective, or upon the expiry date.

Yours faithfully.
For

Accountant Manager



v d Lo Ll Lelt ABLYIs ¢ 1 T e pUGY Wb 4,

Lg'Ul o) | {..5” +i¢ric d %JL....H fﬂl_}l“ a u‘u‘}ﬂ.” 43153 iji .uz:'t:ﬂ
Lg...” )L_f'.l‘ d..,.sln.:Y]_g daall Lib rl&:’-{i CA G‘}U\} uﬁ]ﬂ‘ a—Ub da.,.i' UJ_JL-_..J Y
| * n\.b.'.‘:\
(Ll s )
o S0l n ket ke Gl o ¢ J—’J“—.U Sl &S 5y o5 2 —
( Wl sl )
G Al ae b, s 3 Oldeall ASWE S 2l T SN 5 50
' ¢ 5 U G
((amt gt sl )
g C..L:r_..__v Y J.S'.,J\ JRRT t=~L_._J:L|| o Ollaall adlat a5 i =y
Yl o s al lewad I Al Olhie ads 24T M e Jalill

QJA‘M\}MJ-J‘W%JWJJLj@ : (_;4-"-5_}“
E1 d 4.......“ iaj::...“ d ‘LJ_‘_, ..-.... :.._.JL.L..’.H J.:._...l (.5 L}_ﬁm‘} dtﬁ;—-“ ;i.—#l:_H
o sl

wluwwdu\dﬁuulML nglt:\S‘ﬁJlt_:.}ﬁ

. -Lgl.n.JY| (ALC‘»‘J laj__, Q{-Lc.d_a.“



ANNEX “D»

CHARTER OF
SADAT PETROLEUM COMPANY

ARTICLE [

A jomnt stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of .
the GOYERNMENT in accordance with the provisions of the Agree-
ment referred to below and of this Charter.

The Company shall be subject to all laws and regulations in
force in the AR.E. to the extent that such laws and regulations are
not inconsistent with the provisions of this Charter and Agreement
referred to below :

ARTICLE I1

The name of the Cnt:rnma)tlj,?f 15 “SADAT”.
Petroleum Company”, abbreviated as “SAPETCQO”.

ARTICLE I11
The Head Office of Operating Company shall be in the AR.E.

in Cairo.

ARTICLE IV

The object of Operating Company is to act as the agency
through which EGPC and CONTRACTOR carry out and conduct
the Development operations required i accordance with the provis-

ions of the Agreement signed on the dav of by and
between the ARAB REPUBLIC OF EGYPT, THE EGYPITAN

GENERAIL PETROLEUM CORPORATION and CONTRAC-
TOR covering petroleum operations in the Area desctibed therem.,

Operating Company shall also be the agency to carry out and

conduct cxploration operations after the date of Commercial Disco-
very pursuant to CONTRACTOR's Werk Program and Budeet
approved it accordance with the Agreement.
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Operating Company shall keep account of all costs, expenses and
expenchtures for such operatios under the terms of the Agreenent
an: Annex “E” thereto.

Operating Company Shall not engage in any business or uriier-
take any activity bevond the performance of said operations.

ARTICLE V

T'he authonzed capital of SAPETCO is twenty thousand pounds
Egyptian (L.E. 20,000} divided into five thousand (5000) shares of
common steck with a value «f four Pounds Egyptian (L.E. 4 per
sharc having equal votimg rights, fully paid and non-assessable.

EGPG and CGONTRACTOR shall each pav for, hold and rwn,
throughout the life of SAPETCO referred to above, one-half {14}
of the capital stock ¢f Operating Com»nanyv provided that onlv in
the event that either party should transter or assign the whole o any
nercentage of its ownership ingercst in the entirety of the Agreemant.
may such transferriny or assigning party transisr or assign anv of
capitai stock of Operating Compziav and, m that event, ste trin-
sferrin,, or assigning party (and it successors and assigns) must tran-
fer and assign a stock interest in Operating Company equal o thie
transferred or assigned whole cr percentage of its ownership mtersst

in the entirety of the said Agreement.

ARTICLE VI

Onerating Company shall not own any night, title, INterest or
estate in or under the Agreement or any devciopment leasc created
smereunder or in any of the Petroleum procduced from any exploration
block or developm:ont leasc area thereunder 1 1n any of the assets,

enuipment or other property obtamed or used in connection there-
2 . . : : : .
with, and shall not be chligated as a principal for the financing or

performance of any of the duties or obligations of either EGPC or

CONTRACTOR under the Agreement, Opecrating Company shall

qot make any profit from any source whatever
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ARTICLE VI

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

CONTRACTOR, as may be required by the Agreement.

ARTICLE VII1

Operating Company shall have a Board of Directors consisting

of eight (8) members, four (4) of whom shall be designated bv EGPC
and the other four (4) by CONTRACTOR. The Chanrman shall

he designated by EGPC and shall also be a Managing Director.
CONTRACTOR shall designate the General Manager who shall also

he a Managing Diurector.

ARTICLE IX

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

by proxy held by another Director.

ARTICLE X

General meetings of the shareholders shall be vahd if a majority

of the capital stock of Operating Company is represented the-

reat. Any decisions taken at such meetings must have the aftima-

five vote of shareholders owning or representing a majority of the

capital stock.
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ARTICLE XI

The Board of Directors shall approve the regulations covermy

the terms and conditions of cmployment of the personnel of Opera.
ting Company cmployed dircetly by Operating Company and not
assigned thereto by CONTRACTOR and EGPC.

The Board shall. in due course, drav-up the Bv-Lawy of (Jpera-
ting Company and such by-Laws shall be effective upon being ap-

proved by a General M eeting of the Shareholders, in accordance with
the provisions of Article X hereof.

ARTICLE XTI

‘Operating Company shall come nto existence within thirty (30
cdays after the date of Commercizl Discovery as provided for in the
Agreement

The duration of  Operating Company shall be for a perio]

equal to the duration of the said A greement. including any renewal
thereof.

It shall be wound up and liquidated if the Agreement referrec
to above is terminated for anv reason as provided for therein.

EGYPTIAN GENERAIL PETROLEUM CORPORATION
BY . — . — D

GULFSTREAM RESOURCES CANADA I.TD.
BY L

NORTH SOUTH RESOURCES 1.TD.
BY . B B .

T'RANS MEDITERRANEAN OIL COMPANY LTD.
BY L o
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ANNEX “E°
ACCOUNTING PROCEDURE,
ARTICLE 1

GENERAL PROVISIONS

1. Definctions

The difimtions contained in Article I of the Concession

Agreement shall apply to this Accounting Procedure and have
the same meaning. Certain accounting terms herein used aiv
defined as follows *

(.

b.

“Agreement” means the Concession Agreement of which

this Annex 1s a part.

“Non-Operator’” means the parties to the Agreement other
than CONTRACTOR when 1t 15 performing work

2. Statements of Activity

a.

CONTRACTOR or Operating Company as the case may
be, shall pursuant to Article IV of the Agreement, render
to Non-Operator within thiry (30) days of the end of each
Calendar Quarter a Statement of Exploration Activity
reflecting all charges and credits related to the Exploration
operations for tha* Quarter summarized by appropriate
classifications indicative of the nature thereof.

Operating Company shall render to EGPG and CONI-
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 operations for that quarter sammarized by appro-
priate classifications indicative of the nature thereof except
that items of controllable material and unusual charge and
credits shall be detailed.
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3. Adjustments and Audsis

L W

a. FEach Statement of Exploration Activity shall conclusively
be presumed to be truc and correct after three (3) months
following the receipt of cach statement by EGPC uniess
within the said three (3) months EGPC takes written ¢x-
ception thereto pursuant to Article [V () of the Agrce-
ment. During said three (3) months period supporting
documents will be available for mspection by EGPC durino
all working hours, CONTRACTOR will have the same
audit rights on Operatmg Company statements as EGPC
under this sub-paragraph.

b. All Statements of Activity for Development for any Calen-
dar quarter shall conclusivelv be presumed to he rue 1
correct three (3) months following the receipt of such state-
ment unless within the said three (3) months period EGPC

or CONTRACTOR takes written exception thereto. Pend-
ing expiration of said three (3) months EGPC or CON-

TRACTOR or both of them shall have the right to audit
Operating Company accounts, records and supporting docu-
ments for such quarter in the same manner as provided in

Article TV (f) of the Agreement.

4.  Currency Exchange

CONTRACTOR s books for Exploration and Operatiny
Company’s books for Development and Exploration. il any.
shall be kept in the A.RR.E. in U.S. Dollars. All U.5. Uollar
expenditures shall be charged in the amount expended. All
Egyptian Pounds expenditures shall be translated to U.5. Dellars
at the official buying rate of exchange issued by the Central

Bank of Egypt on the first day of the month in which expei-
ditures are recorded, and all other non-U.S. Dollar expenditares

shall be translated to U.S. Dollars at the buying rate of ex-
change for such currency as quoted by National Westministey
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Bank Limited London, at 10.30 am.G.M.T., on the first day
of the month m which expenditures are recorded. A record
shall be kept of the exchange rates used in translating Egvptian
Pounds or cther non-U.S. Dollars expenditures to U.S: Dollars.

Precedence of Documents

In the event of any Inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of
the Agreement treating the samne subject differently; then the

provisions of the Agreement shall prevail.

Revision of Accounting Procedure

By mutual agreement between EGPG and CONTRAC
TOR, this Accounting procedure may be revised from time to
tume in the light of future arrangements.

No Charge for interest on Investment

Interest on investment or any bank feecs or charges shall
not, at any time be charged as recoverable cost under e

Agreement.

ARTICLE 1l

COSTS EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRAGCTOR

<hall alone bear and, directly or through Operating Company, pasy

the following costs and expenses which costs and expenses sha

o1

classified and treated in accordance with Article VII of fhe
Agreement

1.

Surface Rights :

All direct cost attributable to the acqguistiion, renewal or
relinquishment of surface rights acquired and maintamed i
force for the Area.
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(. Labour and Related Costs -
A, Salaries and Wages of CONTRACTOR’s or Operatiriz

Compaity s employees, as the case may be, directly engaged
m the various activities under the Agreement mciuding
salaries and wages paid to geologisis and other employecs
who are temporarily assigned to and employed in such
activities. Such salaries and wages be certified bv 1 cer-
tified public accounting firin.

Reasonable revisions of such salaries and wages shail
be effected to take into account changes in CONTRAC-
TOR’s policies and amendments of Laws anplicable to
salaries.  For the purpose of this paragraph 2. and parag-
raph 3, salaries and wages shall mean the assessable
amounts for ALRE. Income Taxes. including the salaries

during the vacations and sick leaves, but excluding nil the
amounts of the other items covered by the percentage fixed

under 3 below. *
For expatriate employees permanently assigned to Egvpr :

1. All allowances applicable to salarics and waoes |

2. Cost of established plans : and

3. All travel and relocation costs of such expatriate eni-
ployees and their fanulies 10 and from the emplovee's
country or point of crigin at the time of employmenr.
at the time of separation as a result of transfer from
one location to another and for vacation (transporia-
tion costs for emplovees and their families transferr-
mg from A.R.E. to another location other than th: i

country of origin shall not he chargid +0 ART. O):on.

rations).



VAAY 4 ol v 3 G @b Y 2l s s )

h il . PPl S

\ Yo oot ! ’
(V#/, D o b ( g,:_.r T) dg_:f:«‘}.a.” nJ;L...Jl . PN (..5;' JJJfJJs s_a:JLEgA.J

C s ‘UL?J' oA ﬁ '*._..WH QLQ 1t"1ric x.."?—'” ﬁ)ﬁlﬂf ;_Ju {,.‘_3
}l < _}*] fu:,ﬁ.kl‘ _)_p-*"'"'ﬁi 3 .__,;L..p j.l a "LJL_,U (c v) ;_';‘u.-....,;.:'-

‘-L.....::' JJ .;;_Jl;u")“j L__;‘ L:a-"}l EL..JT 4&_,5-\,“ (.J\,L \.JJ.J 1 L...;J i___.#L.-_‘;‘
> a4l g u-‘e_;qu;u;lwa_Ugllg;.qu; ),ﬂ-a_,hL__lL:j:

. MEH ;.}L,.U a.‘.\.& Salbeallb ’1 VA Cl....: ,::.*l

Sl atll SN el 2N Sl 1 S Tk
e aldb Al . LI @ il L) Lg,..._.;_n..:j _}M“j u_,ﬂ
. ‘L__.JLJ‘ a._.;z':.jL(_T_Hj (_'_;&J_‘i;

-/
i( UL"‘ |3,Lj:_'))c_)l9:“ j':l' (éi?i{) (_g‘L.J L‘ .__,}1_5.3.&‘ by Y

I . : ] - 1 d ‘e * D . . ' !
* L...j-lﬁz” i’ 3 .:1.5 L{:A — O

S ....Cfl “ﬁ-\}"?l L U 1i s oA -
| W, W - ’h_..-: g i..__Ja_-f . —— A — 1‘

]
h‘ | I8 L] m* el -

. -J..__.G-U....“ ""LE'-'D —

1
¢ el el
e el w5 ;;T\_q___,:l:?:‘ ——

=

o (oI e QLAY T

F o &



YEY  VaAY 4l SOLRRNE T NP 'ﬂ" SAal s ) s Al
t__‘ an .

'?"
e o o

i e S—— —— — s

Costs under this sub-paragraph 2.B shall be equal
seventy (70) percent except for employees assigned to firm
and whose families have not been transferred to A R .
in which case the percentage will be fifty (50) percent of
basic salaries and wages paid for such expatriate personrel
mcluding those paid during vacations and sick leaves as
estabhshed in CONTRACTOR's international policies,
paragraph A and sub-parasraph II. A and  of this
Article II.

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

t. Anticipated termination of lease contract in AR E. or
abroad. )

Household implemcnts transportation in AR.T. o
abroad (round trip).

IO

3. Clothing equipment allowances. |
4. Expenses connected with departure and arrival of em-
ployees and thejr families.

5. Accruals of seniority indemnity.

6. Charges for social security and insurance such as :
— Retirement plan

— National Health Insurance

— Unemployment Insurance

— Accident and disability Insurance

—  Extraordinary Insurance

+ i
7. Contractual travel expenses of emplovees and their
families.

3.  Excess luggage.
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9.

10.

11.

12.

13.

14.

13.

10.

Recreational Allowances.

Medical assistance to employees and their tamilies in

or outside A.R.E.

Housing and uulities ailowances.
Education allowance {children of expatnate emplo-
yees) and educational assistance.

Qettlement allowance in or outside A.R.E.

Contribution for resettlement expenses at repatria-
tio1i.

Vacations, sick leaves and disability salanes or ex-
penses.

Any other costs, allowances and benefits of a hke
nature as established in CONTRACTOR's intesna-

tional pohcies. |

The p:rcentages outlined above shall be reviewed at

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

Revisions of the percentages will take into conside-

ration variances in costs and changes in CONTRACTOR’s
international policies which change or exclude anv of the
above allowances and benetits.

The revised percentages will refelct as nearly as pos-

sihle CONTRACTOR’s actual costs of all its established

allowances and benefits and of personnel transiers.

¢\ For expatriate employecs temporarily assigned to Egypt
all allowances costs of established plans and all travel re-
location costs for sueh expatriate as paid in accordance

with CONTRACTOR’s international policies.
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Costs of expenditure or contributions made pursuant to
law or assessment mmposed by governmental authority
which are applicable to labour cost of salaries and wages
as prcvided under sub-paragraphs 2.A and 2.B, Paragranh
9 and Sub-Paragraphs 11 A and 11.C of this Article I

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

Bonuses, overtime, customary allowances and benefits on
a l:{.—lsis similar to that prevailing for Oil Companies operating
in AR.E:, all as chargeable under Sub-Paragraph 2:A Parag-
raph 9 and Sub-Paragraphs 11.A and 11.C of this Article 1L
Severance pay will be charged at a fixed rate applied to pavrolls
which will equal an amount equivalent to the maximum liahlity
of severance payment as required under the A R.E. labour Law.

4. Material

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

(a) Purchases

Material, equipment and supplies purchased shall be
at price paid by CONTRACTOR or Operating Company

after deduction of all discounts actually recewved.

(b) Material Fumished hy CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRAC-
TOR may furnish such material from CONTRACTOR’s
Affiliates stocks outside the ARE. under the following
conditions :



;_.:qu.ll 11 n| J-\.a...l] "L.I.!L,t‘ _;SﬁJl ‘_}) ,_4 J,q_, (.fM .:;..IJ_L}-H :’\j"‘

P PO B N PPNV R AT s B 02 (8 AN

=220 ‘5-11 *-—-‘-’_)‘ L3 JU '*_}--” —L"_,-A-'_j P-,J“ d \@1 aliles O 41- L s ! 4._.._1 a.U\

. J‘}"“U D-:lﬁ‘a ‘5!....___:.3

Nk T e .
; ( (=) & () alls ) aloaodl O gal o ¥

Y el i dte W G 0G0l ()

¢
Q.
k(i -
{ .

G (VO0) ram s e mmdy (o) Wl Zow ol R 231y

o L_ga Hdxll as pa arl_ Al
- ) ! . . ...-"" ‘\
L PPt -(__. (, ( ﬁ)' dim S Ll 3 e ]

L&
T g _ b . -
L5 dows o0l u_(h.: Y -l:*‘;slj:_- L__,:L.:._._..:"‘)' L;,.h_ij Lo le...-::"y\ LJJJ!J‘ 3

o 2
L

(-.:,".;\.,*"} ;fl__l\ ; ud__“m ;mh;.i (}) Jlo sy E’_;“U b.:Lgé
r . I‘.___..g..:...i J\.s‘.k.:u” e

Ll e sdas (o) sl (o) = Lo PREN IS G PN &S

AV GG duadl Slaall e s e Sl sleadl ()
ACA Aol jaw e dslll & Lu*..,n At e LG Jamd
v g

N.dl‘ - h_}h"‘ .3‘“,..? _)L,. - 1 *,.)

_F

Lo el oldl e et Ay Lo lesyp N D e

c T o . 1 . . . "'" . !
- ' ..3;” *M“ -B\_..G.l ‘)l 4‘??‘.‘ J‘u g -:"_'9'::‘} ¢L| b_ j 8 .}1 _}'L‘ b.._,l__%,l ;:::..._.-.Ll V. l f: ‘
e

b A Y oleadi

N < -t T T b
¢ :\—EEJ\S'; a m__,.JL\ A 4?.}...*,,““ 4.2 ijLd.L" \

-



VEY NAAY 4 ol B iz m b YT sl Ll s Al

I.  New Material (Condition “A”)

New material transferred from CONTRACTOR s
affiliates warehouse or other properties shall be priced
at cost, provided that the cost of material supplied is
no higher than international prices for material of
similar quality supplied on similar terms, prevailing

at the time such material was supplied.

2.  Used Material {Conditions “B” and “C”)

(a) Material which i1s in sound and serviceable condi-
tion and is suitable for re-use without recondit-
ioning shall be classed as Condition “B” and
priced at seventy-five percent (75%) of the price
of new material.

(bY Material which canmot he classified as Gondrtion

“B” but which is serviceable for original function
but substantiallv not suitable for reconditioning.
shall be classed as Condition “C” and priced at
fifty percent (50%) of the price of new material.

(c) Material which cannot be classitied as Condition

“B” or Condition “C” shall he priced at a value
commensurate with its use.

(d) Tanks, buildings and other equipment involvin
evection costs shall be charged at applicable per-
centage or knocked-down new price.

() Warrantv of Materials furnished hy CONTRACTOR

CONTRACTOR does not warrant the material fur:
nished beyond or hack of the dealer’s or manufacturer’s

cuaranty ; and in case of defective material, credit shall not
be recorded until adjustment has been received by CON-
TRACTOR from manufacturers or their agents.
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9. Transportation and Employee Reiocation Costs -

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

B) Business Travel and Transportation expenses 10 e extent
covered by established policies of CONTRACTOR or with
regard to Expatriates and Nationals, as incurred and paid

By, or for, employees in the conduct of CONTRACTOR -
business.

C) Employees transportation and relocation costs for National
employees to the extent covered by established policies.

6. Services

(a) Outside services. 4

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

(b) Cost of services performed by EGPC or by CONTRAC-
TOR or their Affiliated Companies in facilities inside or
outside the A.R.E. regular, recurring, routine services, such
as interpreting magnetic tapes and/or other analvses, shall
be performed and charged by EGPC and/or CON-
TRACTOR or their Affiliated Companies at an agreed
price. Major projects involving engineering and design
services shall be performed by EGPC and/or CONTRAC-
TOR or their Affiliated Companies, a negotiated contract
amount. Use of EGPC’s CONTRACTOR’s «v their Affi-
liated Companies’ whollv owned equipment shall be charged
at a rental rate commensurate with the cost of ownership
and operation, but not in excess of competitive rates cur-
rently prevailine in the AR.E. for Exploration. CON-
TRACTOR's and its Affiliatedd Companies’ rates chall not
include administrative overhead costs.
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Damages and Losses

All costs or expenses, necessary to replace or repalr dama-
ges or losses incurred by fire, flood, storm, theft, accident or any
other causes not controllable by CONTRACTOR or Operating
Company through the exercise of reasonable diligence. CON-
TRACTOR or Operating Company shall furnish EGPC
Written notice of damages or losses incurred in excess
of ten thousand (10,000) U.S. Dollars per occurrence, as soon

as practicable after report of the same has been received by

CONTRACTOR or Operating Company.

Insurance and Claims

~The cost of any public liability, property damage and other
msurance against liablities of CONTRACTOR, Operating Com-
pany and/or the partics or any of them to their employees
and/or outsiders as may be required bv the laws, rules and re-

gulations of the GOVERNMENT or as the parties may agree

upon.- The proceeds of any such insurance or claim collected
shall be credited against operations.

If no insurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRACTOR or
Operating Company in settlement of anv and all losses, claims,
damages, judgements and anv other expenses. including legal
SCIVICES,

Indivect Expenses

Camp overhead and facilities such as shore base, warehou-
ses, water svstems, road systems, salaries and expenses of field
supervisory personnel, field clerks, assistants, and other general

employees indirectly serving the Area.
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[.egal Expenses

All costs and expenses of lidgation, or legal services other-
wise necessary or expedient for the protection of the Area, 13-
cluding attorney’s fees and expenses as hereinafter provided, to-
gether with all judgements obtained aganst the parties or any
of them on account of the operations under the Agreement and
actual expenses incurred by any party or parties hereto mn secu-
ring evidence for the purposc of detending against any action
or claim prosecuted or urged against the operations or the
subject matter of the Agreement. In the event actions or claims
affecting the interests hereunder shall be handled by the legal
staff of one or more of the parties hereto, a charge commensurate
with cost of providing and furnishing such services mav he
made to operations. '.

1

Administrative Ouverhead and General Expenses

2 While CONTRACTOR is conducting Exploration aci1vi-
ties, cost of staffing and maintaining CONTRACTOR’s
head office in the A.R.E., and or other offices establishec!
in the A.R.E. as appropriate other than field offices which
will be charged as provided in Article 11, paragraph 9
above, and excepting salaries of employees of CONTRAC-
TOR who are temporarily assigned to and directly serving
on the Area, which will be charged as provided in Article

IT paragraph 2 above.

5  CONTRACTOR’s administrative overhead outside the
ARE. applicable to the A R.E. Exploration operaticn
which will be charged each month at the rate of five per-
cent (5%) of total Exploraiaon expenditurcs while CON{-
RACTOR is conducting FExploration activities, Admints
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trative overhead outside A R.E. will not be charged while
Operating Company is conducting Exploration activities;.

No other direct charges as such for CONTRACTOR

admuinistrative overhead outside the A.R.E. will be A1pplicad
agamst the Exploration obligation. Examples of the type
of costs CONTRACTOR is incurring and charging heve-
under due to activities under the Agreement and covered
by said percentage are :

I.  Executive — Time of execntive officers.

2. Treasury — Financial and exchange Broonlems

3. Purchasing -— Procuring materials, cquipment  and
supplies. '

4. Exploration and Production Directing aclvising andl
controlling the entire project.
1
2. Other departments such as legal. comptrollers and e
gmrering which contribute time, knowledge and ex-

pericnee to the operations.

The foregoing does net preclude charging for direct

service under sub paragraph 6.h of this Article 11,

While Operating Company is conducting activities, Onera-
ting Clompany’s persocnnel engaged in gencral clerical and
office work, supervisors and officers whose time is coene-
rally spent in the main office and not the field and ali
employees generally considered as general and admininstra-
tive and not charged to other types of expense will be
charged to operations. Such expences shall he allocated
each month between Exploration and Development opera-

tions accerding to sound and practicable accounting me-
thods.
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12. Taxes

13.

All taxes, duties or levies paid in the A.R.E. by CONT-
RACTOR or Operatmg Company with respect to this Agree-
ment other than those covered by paragraph (1) (1) of Article
IIT of the Agreement.

Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under th:o
Agreement and incurred exclusively in the A.R.I.. after Opera-
ting Company 1s formed. No salcs expenses mcurred outsilc

or mside the A R.E. may be recovered as a cost.

14. Other Expenditures

Any costs, expenses or Px‘pf*nditurcf-r other than those whicl:
are covered and dealt with by the foregoing provisions of thi:
‘Article 11, incurred by CONTRACTOR or Operating Cori:

panv undcr approved Work Programs and Budgets.

ARTICLE 11l

INVENTORIES

Periodic Invetories, Notice and Representation

At reasorable intervals as agreed upon by EGPG and

CONTRACTOR inventories rha]l e taken bv Operating Com-

pany of the operations materials, which shall faduds o mch
‘h}? liufl

material, physical assets and construction proje( ts.
notice of intention to take inventory shall be given by Opera-

ting Company to EGPC and CONTRA CTOR at least thirty
(30) davs before any inventory is to begin so that EGPC and

CONTRACTOR may be represented when any inventory 1s
taken. Failure of EGPC and/or CONTRACTOR tno be rep-

resented at an inventorv shall bind them to accept the nvin-

tory taken by Operating Companv. who shall in that ever:
fm'mqh the partv not renresented with a copv thereot.



i « 3 - . & . .
YAAN “-*—-—n—‘u-';u\'u(j “c» Cfb “T“M‘“‘iﬁ*“.}” a')‘i’..f?‘“ Y e A

ST
L._l.___...-.m"‘,._ll .ﬁ-k.ﬁc_lj Aong Ii_g ,__j:_glt..ai\ 43_)""*’ TJJD:JU 4 ol | L._!Lj—.vu_.—{li (o =
oy L] | »a e | - j o i L : k l
4.*::.5”} uj'@.i“j .._,:L..,L-“J i@fhl 6-‘«&}‘ S .f_}i_}_“ﬂ'y b a:.ru‘__;,l'n R .r.._ﬂl*::‘?
¢ g_.il..l.u-. b e bl =L§ Al ;..‘*J.t..,,: Jj:a;li E;Ua J-&w_g

L_ﬂ........-J ‘.L“ .:‘:‘..}J..____._.u,

[ —

J'i.}‘;:__...c:\; u_.:.-..:-.;t“ {Lxl! ..__,J)Ji L_;JLJLSJ_;: i_.:'.JU\;:“ J\JJ.....‘ t._é_,...isd — \
D 4l

. beo ] ULV B | Vooied e .
‘y\ ta, A "’L:lJL._.Jii :-*.'){JJ ?U\_ﬁ-\:.j u'.'t.jd » ujlik‘ j—- L_._ﬂ.‘n.d

-

MU 2ai O AL:.;sLL

-

j.a.Jl ‘L....-: /I.JJM;_.,;:"_.J‘ ‘L.A.-.JI _.al.._......q.li_ﬁb:“ .._.:U.a.uju dm.i La.“ 6 H L._...}“._J
C..a-[: 4..__.....“ ,” Q«\J_— *rw Ld‘_...,.._.,

L-k?-jm:ﬁl:* J‘L-*-“' 4 N du‘:'_.“ 5‘--3;:-'-“Yl i,::':-‘-'q,.:. a_.h..., L\..Ji o

el oy W Zaadag e () ol 2UY dt G Iy

L_‘

. Vi IR SL N N R N

- o alJl GJ SpF 42 I..._‘J...a.:_g ,_j_gl.a.l.‘

s’

W - - e

L . .
L LR - P

—

*’LJL L}‘a:&- L.;JJ‘ du:l.(:...' abs ,:,..c\lj J.E,..;:, ' ‘ﬁl.b-]\ ;._...'.n “ 4..._.,,_.. :}L

+ AD 0 c.:.ﬂ A} Mo ':'}J"“"'U L'H“Jl(* o L“’!j\“! -L.& La*ﬁ&;;
. e



Vod VaAy dl ol d S C.b \ T o)l — o e ol

el ey S el —

— e — UL e

2. Reconcihation and Adjustment of Inventories

Reconcihation of mventory shall be made by CONTRAC-
TOR and EGPC, and a list of overages and shortages shall be
jointly determined by Operating Company and CONTRAC-
TOR and EGPC, and the inventory adjusted by Opcrating
Company.

ARTICLE 1V
CONT RECOVERY
1. Statements of Recovery of Costs and of Cost Recovery Cru i
Ol

CONTRACTOR shall pursuant, to ARTICLE VII of
the Agreement, render to EGPC as promptly as practicable bur
not later than twenty (20) days after receipt from Operaang
Company of the Stateménts for Devclopment and Exploration
Activity for the Calendar Quarter a statement for that Quarter

showing -

()  Recoverable costs carried from the previous quarter if any.
(1) Recoverable costs incurred and paid during the quarter.

(17) Total recoverable costs for the quarter (i) + (ii)

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

(v} Amount of costs recovered for the quarter.

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

(vii) Excess, if any, of the value of Cost Recovery Crude O1!
taken and separately disposed of bv CONTRACTOR over

costs recovered for the quarter
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2. Paymenis :

If such statement shows an amount due EGPG, payment
of that amount shall be made in U.S. Dollars by GONTRAC-
TOR with the rendition of such statement. If GONTRAG-

TOR fails to make any such payment to EGPC on the date
when such payment is due, then CONTRACTOR shall pay an
interest of 2.5% higher than the London Interbank Borrowing

Offered Rate (LIBOR) for three (3) months U.S. dollars deposits

prevailing on the date such nterest is calculated. Such mterast

payment shall not be recoverable.

3. Settlement of Excess Cost Recovery Crude Oul

EGPC having the right to take 1ts entitlement O excess
Cost Recovery Crude Ol 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 mn

case Contractor has taken more than its own entitlement ot such

CXCESS.

4. Audit Right

FEGPC shall a period of twelve (12) months from receipt ot
this Article IV in which to audit and raise

EGPC and CONTRACTOR

any statement under

objection to any such statement.

<hall agree on any required adjustments. Supporting documents

and accounts will be svailable to EGPC during said twelve (12

months period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures reported
on Statements of Activity prepared per Arncle 1.2.A hereof, less
any reductions agreed to by EGPC and CONTRACTOR tollow-
ing written exceptions taken by a Non-Operator pursuant to
Article 1.3.A hereof. In order to determine when minimum

lixploration Obligation have been met.

o Cost Recovery Control Account

Contractor will establish a Cost Recovery Conitrol Accoutit
and an offsetting contra accgunt to control therein the amount
of cost remaining to be recovered, 1f any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude Oit,

if any.

b3

Major Accounts

For the purpose of classilymng COSLs, €XPEnses and expen-

ditures for cost recovery as well as for the purpose of estahli-
shing when the Exploration Obligation has been met, Costs,

expenses and expenditures shall be recorded in major accouits
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 1o

the extent nccessary for the control of recovery of costs and the

treatment of Cost Recovery Crude O1l.
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