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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND PRODUCTION
BETWELEN

THE ARAB REPUBLIC OF EGYPT

AND

EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
UNIONOIL SUEZ, L1D-
AND
GULF OIL SUEZ LIMITED

AND
OEMYV SUEZ ERDOEL-AUFSUCHUNGSGESEL-
IL.SCHAFT mbH
IN
ZAFARANA MARINE AREA

This agreement, made and entered on this 3nd day of
Tune, 1979 by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variously as “ARE” or
ag the “COVERNMENT"), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created
by Law No. 167 of 1958 as amended (hereinafter referred
to as “EGPC™), and UNTONOIL SUEZ, LTD)., a company
organized and existing under the laws of Bermuda, and
QULF OIL. SUEZ, LIMITED, a companv organized
and existing under the laws of the Grand Cayman Islands
(hereinafter referred to as “GULF" and OEMV SUEZ
FRDOFL-AUFSUCHUNGSGESELLSCHAFT mbH, a
company organized and existing under the laws of Austria
(hereinafter referred to as OEMWY Kereinafter collecti-
vely referred to as “CONTRACTOR™.

WTITNESSETH

WHEREAS, Law No. 66 of 1953, as amended. estab-
lished that all raw materials, including petroleum, existing
in mines and quarries in A-R.E., imcluding the territorial
waters. and in the sea bed subject to its jurisdiction and

extending beyond the territorial waters, are the property '

of the State, and

WHFEREAS, EGPC has applied for an exclusive con-
cession for the exploration. development and production of
petroleum in and throughout the area referred to in Article
11, and described in Annex “A™ and shown approximately

on “B” which are attached hereto and made part hereof;
and -
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WHEREAS, CONTRACUTOR agrees to undertake its
obligations provided heremafter as CONTRACTOR with

respect to the exploration, development and production
of petroleum in sa:d Area; and

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

WHEREAS, the Minister of petroleum pursuant to the
provistons of Law No. 86 of 1956, may enter into concession
agreement with EGPG and with CONTRACTOR as a

CONTRACTOR, for the petroleum operations in the
Area heremafter referred to.

Now, Therefore, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

(a) “Exploration™ shall include such geological, gmphyﬁi-
cal, aerial and other surveys as may be contained in
the approved Work Programs and Budgets, and the
drilling of such shot holes, core holes, stratigraphic
tests, hcrlés for the discovery of petroleum or the

appraisal of petroleurn discoveries and other rd'atec{

holes and wells. and the purchase or acquisition cf
such supplies, materials and equipment therfor, all as
may be contained in the approved Work Programs and
Budgets. The verb “explore” means the aot of con-
ducting exploration.

- (b)

all the operations and activities pursuant to approved

Work Programs and Budgets under this Agreement

with respect to :
(z) The drilling of development wells, and

(1) Designing, construction, installation servicing and
maintenance of equipment, lines, systems faalities,

plants and related operations, to produce and ope

rate said wells, to take, save, treat, handle, store, |

flare, ;cransport and deliver petroleum for export,

and to undertake repressuring, recycling and other |

secondary recovery projects.
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(¢} "Petroleum” means liquid orude oil of various denst | 3y -.| e {.L_,;;H wa J ool @ gl p (__._) |

()

(g)

(4)

(7}

- A “barrel” shall consist of forty-two (42) United Sta-

ties, aspnalt, gas, casinghcad gas and all other hydro-

Ob gl e el L LAt cdd W sl

carbon substances that may be found in, and pmduce.fl,l P AN VI TS I SR AU | IR IR TR H g

or otherwise obtained and saved from the area under:

this Agreement, and all substances that may be extrac-
ted therefrom.

“Liquid Crude Oil” or “Crude Qil” or “Oil” means

any hydrocarbon produoced from the Area which is in
a hiquid state at the wellhead or lease separators or
whach is extracted from the gas or casinghead gas in

a plant. Such term includes distillate and condensate.

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

therein. Said term shall include residual gas.

tes gallons, liquid measure, corrected 1o 2 temperature
of sixty degrees (60) Fahrenheit.

“Commmercial Well” means the first wel] in any geo-
logical feature which after testing for a period of thirty
(30} consecutive days where practical, but in any event
in accordance with sound, accepted industry produc-
tion practices, and verified by EGPC, is found to be
capable of producing at the average rate of not less
than Two Thousand (2000) barrels of oil per day,
(BOPD). The date of discovery of a “Commercial
Well” is the date on which such well js completed and
tested aocording to the above.

“ARE.” means ARAB REPUBLIC. OF EGYPT

“Effective Datﬁ” means the date on which the relevant
law is issued or the text of this agreement is signed by

the GOVERNMENT, EGPC and CONTRACTOR,

whichever.is later. |

v
.

“Year” or “Calendar Year™ rﬁtans a period of twelve
(12) months according to the Gregorian Calendar.
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“Financial Year” means the GOVERNMENTs finan-
cial year starting on January 1st, and ending on De-
cernber 31st, both dates being inclusive.

(#}

() “Tax Year” means the period of twelve (12) months

according to the Gregorian Calendar for which tax
returns or reports are required according te any appli-

cable inoome, profits or other tax law or regulation of

the ARE.
(m) An “Affiliated Company” means a company :
(2)

The share capital, conferring majority of votes
at stockholders’ meetings of such company, of
-which is owned directly or indirectly by a party
hereto.

(1) Which is the owner directly or indirectly of share
capital conferring majority of votes at stockhol-
ders’ meeting of a party hereto; or

(1i7) Whose share capital conferring a majority of votes
at stokholders’ meetings of such company and
and the share capital conferring a majority of
votes of stockholders’ meetings of a party hereto
are owned directlv or indirectly by the same com-

pany.
ARTICLE II
ANNEXES T'O THE AGREEMENT

Annex “A” is a description of the Area covered and af-
fected by this Agreement, hereinafter referred to as _‘The

Area”,

Annex “B” is an Mustrative map on the scale of 1:500,000
indicating the Area covered and affected by this Agreement
and described in Annex "A”.

Annex “C” is the form of a Letter of Guaranty to be
issued by the Citibank, N.A., Cairo, Egypt, and to be sub
mitted by CONTRACTOR at the time of signature by the
Minister of Petroleum of this Agreement for the sum of
eight million (8,000,000) U.S. Dollars, guaranteeing the
exeoution of CONTRACTOR s minimum exploration obli-

mations hereunder for the first three (3) vear exploration
period. Such guaranty shall remain effective for six (H)

months after the end of the said three (3) vear period excent
as it may be released prior to that time in accordance with

the terms thereof.
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Annex “D” is the form of a Charter of the operating
company to be formed as provided for in Article V1 hereof.

Annex “E” is the Aocounting Procedure.

Annex “A”, “B”, “C”, “D” and “E” to this Agreement
are hereby made part hereof, and they shall be considered
as having equal fonce and effect with the provisions of this
Agreement.

ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and CON-
TRACTOR subject to the terms, covenants and condi-
tions 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
cxclusive comcession in and to the Area described m
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 develo-
pment period including renewal. Said royalty shall
be bome and paid by EGPC and shall not be the obli-
gation of the CONTRACTOR. The payment of ro-
valties by EGPC shall not be deemed to result in income
attributable to the CONTRACTOR.

(b)) Amn inital exploration period of Three (3) years shall

start from the Effective Date. Two (2) successive exten-
tions to the initial exploration period of Three (3)
years and Two (2) years shall be granted CONTRA-

.CTOR at is option upon ninety days prior written not-
ice to EGPC and subject only to its having fulfilled

its obligations hereunder for the preceeding period.
The Agreement shall be terminated if no Commercial

Discovery is established by, the end of the Eighth (8th)
vear of the exploration period. However, such period
may be extended at CONTRACTOR’s option for up
. to six months to enable the completion of drilling and
testing of any well actually being drilled or tested at
the end of the Eighth (8th) year. Election by EGPC
to undertake a sole risk venture under paragraph (c)

immediately hereafter shall not extend the exploration

period nor affect the termination of this Agreement
as to0 CONTRACTOR,

|
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“Commerical Discovery” : After discovery of a Com-
mercial Well, CONTRACTOR shall undertake, as

part of its exploration program the appraisal of the |
discovery by drilling one or more additional wells. to |

determine whether such discovery is worthy of being
developed commercially, taking into consideration the
recoverable reserves, production, pipeline and terminal
faciities required, estimated crude oil prices, and all

~other relevant technical economic factors.

A Commercial Discovery may consist of one produ-
cing reservolr or a group of producing reservoirs which
after appraisal is worthy of being developed commer-
aally. CONTRACTOR shall give notice of a Com-
mercial Discovery to EGPC immediately after the dis-
covery 1s considered by CONTRACTOR to be worthy
of commercial development but in no event later than
the completion of the second exploration appraisal well,
or six (6) months following the date of the discovery of
the Commercial Well whichever is earlier; except that
CONTRACTOR shall also have the right to give such
notice of Commercial Discovery with respect to any
reservoir or reservoirs even 1f the well or wells thereon
ar not Commencial within the definition of “Com-
mercial Well” if, mn its opinion, a group of reservoirs

considered collectively, could he worthy of development.

Following receipt of such notice EGPC and CON.
TRACTOR shall meet and review all appropriate data
with a view to mutally agreeing upon the existence of
a Commercial Discovery. The date of Commercial
Discovery shall be the date EGPC and CONTRAC-
TOR mutually agree that a Commercial Discovery ex-
18(S.

If Crude cil is discovered but is not deemed by CON-
TRACTOR to be a Commencial Discovery under the
above provisions of this paragraph {c), EGPC shall,
one (1) year after the expiration of the period specificd
above within which CONTRACTOR can give notice

of Commercial Discovery, or eighteen (18) months after
the compietion 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

Qil from the geological feature on which the well has

‘been dnlled. Said notice shall state the specific area

covering said geological feature to be developed, the

wells to be drilled, the production facilities to be inst-
alled and EGPC’s estimated cost thereof. Within th-
ity (30} davys after receipt of said notice CONTRA-
CTOR mmy, in writing, elect to develop such area as
provided for in the case of Commercial Discovery her-

i ey —

okl o e g LSl S @ g bl SLESYY y ()
4 L GLES e« eadl eis
43V LY e ST 51 5 o ey LSy
bylaed el O Gaiies SLETYI 1A Y20 O 151 L, 2
[J}_,@Jl S T Slblm Y LY @ s o~
Gyl Ol gy ¢ B Dgheig ¢ 1Y ¢ leke
Sl it B 5 o eladh o W B paal) ¥y ¢ Leled

s Cﬂ“’lb Adtle]! 5}&1 %}La:;‘:”; wl

L pormn 3 peia doly ol o 6Ll GLESYI 3 ,C 3
JHALT ¢ gt 3 ¢ bl ot OT g ey Gt Bnill L e
3398 A5 4G T e | g0 g lall LY dn gl
MYV e 210 WV D 25 ¢ byl i ot LTS 3
| 4 dm 51 GU Ll tadl 5 LS b o e (b
¢ Gl o U1 (6T 4 lacd) 1 il ol o e ()
oo\ Y e by O B LT Gadl Jyliad 45
SE Py o e ST e Y Al gl GLaSTYL
| A 58 G cnd e 5yl LY T
U oo 4o pames OV i Lo s e OIS 131 U35 ¢ & bl
+ ;?dfﬂ Sy LaTin.q..:E; h}l.;.c.l U'C*’

|

S Olo iy U Yl s ;}t‘...‘l s Jytadly &Y —s
Fo s ea (g laedd SN G (B G005 @ gl LSt

o Gl BLEST 5 emy o lae Jalilly gl 4 il g

Ry b yla BLEST Q) o im (g eb o L2 o 13
day o gl G Gl () 3 A1 ade el 3, SN LS

W Jalall ki Ay oMol isamdl sl el o 30ty Lin
(VA) 2o GL3 elail aw oY ¢ 5 bl GLASYL thasl Ll
O L P s | gy P P LA 205 @) S JWST e | el
g e L RE Rl gt R
Ay A a3l V] ey lgziliSs s o [0l 4 & o
e OF o g ¢ LIS ey Jglahl bo st o by (10] G
SV (g pad) LI 1 Els bar 1 Gl A Ao LY
Tl ot LD CYREV PRV S IR S | BRAYP ¢ ot Oy
JEd a0 5 o S LY LI d I FECTRRHEERY
LT RS Hlh S UVl aadlel o Loy (1) e I
iGJL_ggﬂ'l duxf‘ﬂ”ﬂa—d%y_,—ah‘,nu el oL Ll el

{




il

\avA A plo 4 d(

_—

S — i

eunder. In such event all terms ot this Agreement

shall continue to apply to the specificd arca,

If GONTRACTOR elects not to develop such area,

the specific area oovering said geolgical feature shall | - | 1.}
EGPC |

be sct aside for sole risk operations by EGPC.
shall be entiticd to perform, or in the event Operating
Company referred to in Article VI has come into
existence, to have Operating Company perform such

opertions for it at EGPC’s sole cost, risk and expense.
When EGPC has recovered from the Crude Oil prod-
uced from such specific area a quantity of Crude Ol
equal in value to three hunderd {300} percent of the
cost 1t has incurred 1n carrying out the sole risk opera-
ions, CONTRACTOR shall have the option, only in
the event there has been a separate Comumercial Dis-
covery, to share in further development and production
of that specific area upon paying EGPC cne hundred
(100) percent of such costs incurred by EGPC. Such
one hundred (100) percent payment shall be recovered
by CONTRACTOR. from Cost Recovery Crude Ol
in the normal manner for the recovery of expenses
under Article VII (a). Immediately following such
payment the specific area shall either (i) revert to the
status of an ordinary development lease under this Ag-
reement and thereafter shall be operated in accordance
with the terms hereof ; or (1i) alternativety, in the event
that at such time EGPC or its affiliated company is
conducting all development operations in the area ai
its sole expense and EGPC elects to continue opera-
ting, the area shall remain set aside and CONTRAC-
TOR shall only be entitled to its percentage of the
Crude Qil as specified in Artide VIT (b) below. The
sole risk Crude Oil shall be valued in the manner pro-
vided in Paragraph (c) of Article VII. In the event
of any termination of this Agreement under the pro-
visions of paragraph (b) above this Agreement shall,
however, continue to apply to EGPC’s operation of
any sole risk venture hereunder, although such Agre-
ement shall have been terminated with respect to
CONTRACTOR pursuant to the provisions of said

paragraph (b) above.
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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 CONTRACTOR upon six

(6) months prior written notice to EGPC. Followiug
Commeraal Discovery the extent of the whole area

capable of production to be covered by development
lease or leases shall he mutually agreed upon by EGFC

and CONTRACTOR and be subject to the approval
of the Minister of Petroleum. Such area shall then
be converted automatically into a developrnent lease
or leases without the issuance of any additional legal
Instrument or permission.

Development operations thereafter shall be started
promptly by Operating Company and unless EGPG

and CONTRACTOR agree otherwise, at least one
drilling rig shall be used continuously until, m accor-

dance with good oil field practices and accepted pet-
roleum engineering principles, the field is considered

to be fully developed. In the event no commeraal
production of Petroleum in regular shipments is estab-

lished in any of the blocks in which a Commercial Dis- |

covery is made within three (3) years from the date of
Commercial Discovery, such block shall 1mmfd1atclv
be surrendered.

CONTRAGTOR shall bear and pay all the costs and

‘expenses required m carrying out all the opecrations
under this Agreement but such costs and expenses shalk
not include any interest on investmment, and CON-
TRACTOR shall look only to the Petroleum to which:
it is entitled under this Agreement to recover such costs |
and expenses. Such costs and expenses shall be reco-
verable as provided in Article VII. During the term
of this Agreement and its renewal, the total production
achieved in the conduct of such operations shall be
divided between EGPC and CONTRACTOR in ao-

cordance with the provision of Article VII.

(1) CONTRACTOR shall be subject to the laws in’
force in the AR.E. and the political subdivisions
thereof, which impose taxes on or are measured |
by income or profits, indluding those laws imposing
the cornmercial and industrial profits tax, mt;lnif
cipal tax, defense tax and national security tax on
income and dividends paid with respect to share-
holders (hereinafter referred to as “A.R.E. Inoome
Taxes™), and except as otherwise provided in the
Agreement, shall comply with the requirements
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(2)

(3)

of such laws with respect to the filing of returns,
the assessment of tax, and the keeping for review

by authorized persons of books and records.

For the purpose hereof, any AR.E. income

may be liable shall be deemed to be taxes levied |

against CONTRACTOR.

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

and when due.

For purposes of applying paragraph (f) (1) of thus
Article, the total taxable income of CONTRAC-
TOR in respect of any Tax Year shall be an
amount calculated as follows :

({) The total of the sums received by GONT-
RACTOR from the sale or other disposition
of all Crude Qil acquired by CONTRAC-
TOR pursuant to Article VII, paragraphs

(2) and (b) ;

LESS

(@) The costs and expenses of CONTRAC-
TOR. which are allowed to be recovered
in the Tax Year under paragraph (a)

of Article VII ; and
The value, as determined in paragraph
(c) of Article VII of the excess Cost

Recovery Crude Oil taken and separa-
tely disposed of by CONTRACTOR

pursuant to Article VIL, paragraph (a)
(2) ;
PLUS

(1) An amount egual to CONTRACTOR’s
A R.E. Income Taxes.

()

E.GPC shall assume, pay and discharge, on behalf
of CONTRACTOR, CONTRACTOR’s A.R.E.

Income Taxes out of the sums received by EGPC

from the sale or other disposition of its share of |

the Crude Oil

taxes for which CONTRACTOR’s shareholders

\ v
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(4) EGPC shall furnish to CONTRACTOR the
proper official receipt evidencing the payment of |

CONTRACTOR’s A.R.E. Income Taxes, within
sixty (60) days following the receipt by EGPC of

CONTRACTOR’s tax declaration for the prece-
ding Tax Year. Such receipts shall be issued by

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

) In calculating its A-R.E. Income Taxes, EGPC shall
be entitled to deduct royalties paid by 'EGPC 1o the
GOVERNMENT and the A-R.E. Income Taxes of

—. CONTRACTOR paid by EGPC on GCONTRAC-
TOR’s behalf.

ARTICLE IV
WSIRK PROGRAM AND EXPENDITURES

DURING EXPLORATION PERICD

CONTRACTOR shall commence exploration opera-
tions hercunder not later than six (6) months after the
Effective Date. Not later than the end of the twenty |
fourth (24th) month after the Effective Date, CON-
TRACTOR shall start exploration drilling in the
Area, with a commitment of driling two (2) wells
during the initial exploration period:  EGPC shall
make available for contractor’s use all seismic and

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

The initial exploration period shall be three (3) years.
CONTRACTOR may extend this exploration period |
for two (2) additional periods of three (3) years and
two (2) years respectively, each upon a nmety (90)
days prior written notice to EGPC subject to it
expenditure of its minimum exploration obligations
for each such period.

CONTRACTOR shall spend a minimum of cight
million (8.000,000) U.S. Dollars on exploration ope-
rations and activities related thereto during the initial
three (3) year exploration period, including drilling
of two (2) wells. For each three (3) year and two (2)
year period that CONTRACTOR elects to extend
beyond the initial exploration period, CONTRAC-

TOR shall spend a minimum of six million (6,000,000}
U.S. Dollars. |
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Should CONTRACTOR spend more than the
minimum amount required to be cxpended during the
initial threc (3) year exploration period or during any

period thereafter, the excess may be subtracted from

the minimum amount of money required to be expen-

dcd by CONTRACTOR during any succeeding ex-
ploration period or periods; as the casc may be.

In case CONTRACTOR surrenders its exploration
obligations In this Agreement as sct forth above before
or at the end of the third (3rd) year of the initial per-
iod, having expended less than the total sum of eight
milion (8,000,000) U.S. Dollars on exploraton or in
the event at the end of the third (3rd) year GON-
TRACTOR has expended less than said sum in the
Area, an amount equal to the difference between the
said cight million (8,000,000) U.S. Dollars and the
amount actually spent on exploration activitics shall
be paid by CONTRACTOR to EGPC at the time
of surrendering or within three (3) months from the
end of the third (3rd) year of the initial exploration
period, as the case may be. Any expenditures defici-
ency by CONTRACTOR at the end of any additional
period for the reasons above-noted shall similarly, re-
sult in a payment by CONTRACTOR to EGPC of
such deficiency. Provided this Agreement is still in
force as to CONTRACTOR, CONTRACTOR shall

be entitled to rec#ver any such payments as exploration
expenditure in the manner provided for under Article
VI1I in the event of comunercial production.

Without prejudice to Article ITI (b), in case no Com-
mercial Inscovery is established by the end of the eightl
(8th) year, or in case UONTRACTOR surrenders its
exploration obligations under this Agrcement prior te
such time, EGPC shall not bear any of aforesaid ex-
penses spent by CONTRACTOR.

h
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At lcast three (3) months prior to the beginning of eacis
year or at such other times as may mutually be agreed
to by EGPC and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Program and Bud-
get for the Area setting forth the exploration operations
which CONTRACTR proposes to carty out during the
ensuing year. |

During the exploration period, such Work Program
and Budgct shall be at least sufficient to satisfy CON-
TRACTOR’s minimum expenditure obligation for the
period it oovers, taking into account any credits for
excess expenditures by CONTRACTOR in prior exp-
loration period.

The Exploration Work Prograin and Budget shall be
reviewed by a joint committee to be established by EG-
PC and CONTRACTOUR after the Effective Date of
this Agreement. This Comymittee., hereinafter referred
to as the “Exploration Advisory Committee™: shall con-
sist of six (6) members, three (3) of whum shall be
appointed by EGPC and three (3) by CONTRACUT-
OR. The Chairman of the Exploration Advisory Com-
mittee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory
Comumittee  shall review and give such advice as it
deems appropriate with respect to the proposed Work
Program and Budget. Following review by the Exp-
loration Advisory Committec, CONTRACTOR shall
make such revisions as CONTRACTOR deems appro-
priate and submit the Exploration Work Program and
Budget to EGPC for its approval.  Following such
approval, it is further agreed that:

(i) CONTRACTOR shall not substanially revise or

modify said work program and Budget nor reduce

the approved budgeted expenditure without the
approval of EGPC;

(12)

In the event of emergencies involving danger of

loss of lives or property, CONTRACTOR may |

expend such additional unbudgeted amounts as
may be required to alleviate such danger. Such
expenditure shall be considered in all respects as
exploration expenditures and shall be recovered
pursuant to the provisions of Article VII hereof.

CONTRACTOR. shall advance all necessary funds
for all materials, equipment, supplies, personnel ad-

ministration and operations pursuant to the Explora- |

tion Work Program and Budget and EGPC shall not

be responsible to bear or repay any of the aforesaid
Costs.
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CONTRACTOR shall be responsible tor the prepa-
ration and performance of the Exploration Work
Program which shall be implemented in a workman-

like manner and in consistence with good industry :

practices.

Except as 15 appropriate for the processing of data
and laboratory studies thereon, to be made in specia-
lized centers outside AR-E., all geological and geo-
physical studies as well as any other studies related 10

the performance of this vgreement, shall be made n
the A-R.E.

CONTRACTOR shall entrust the management of
exploration operations in the A R.E- to its technically
competent General Manager and Deputy General
Manager. The names of such Manager and Deputy
General Manager shall, upon appointment, be forth-
with notified to the GOVERNMENT and to EGPC.
The General Manager and, m his absence, the Deputy
General Manager shall be entrusted by CONTRAC-
TOR with sufficient powers to carry out immediately
all lawful written directions given to them by the
GOVERNMENT or its representative under the
terms of this Agreement- All lawful regulations issued
or hercafter to be issued which are applicable hereun-

der 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 in-
curred by CONTRACTOR during such quarter.
CONTRACTOR's records and necessary supporting

.documents shall be available for inspection by EGPC

{v

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 rece-

ving such Statement, EGPC shall advise CONTRAC-
TOR in writing if it considers :

() That the record of costs is not correot;

(2) That the costs of goods or services supplied are
not in line with the international market prices
for goods or services of similar quality supplicd
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

(iif) That the condition of the materials furnished by
CONTRACTOR does not tally with their prices;
oT'

)
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(iv} That the costs incurred are not reasonably requ-
ired for operations.

CONTRACTOR shall confer with EGPC in con-
nection with the problems thus presented, and parties
shall attcmpt to reach a settlement which i= mutually
satisfactory, If within the time limit of the three (%)
months period provided for in this paragraph, EGPC
has not advised QONTRACTOR of its objection to
any statement, such statement shall be considered as
approved.,

CONTRACTOR shall supply all funds necessary for
1ts operations in A.R.E. under this Agreement in freely

convertible currenioy from abrecad. CONTRACTOR
shall have the right to buy Egyptian currency whenever
required and the conversion shall be made at the lccal
banks in the A.R.E. according to the official AR.E.
rate of exchange.

ARTIGLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY
At the end of the third (31d) year after the Effective Date

hereof, CONTRACTOR shall relinguish to the GOVERN-
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Area not then conyerted to a development lease or leases.
At the end of the sixth (6th) year after the Effective Date

hereof, CONTRACTOR shall relinquish an additiona] | -

twenty-five (25) percent of the original Area not then con-
verted to a development lease or leases.

Without prejudice to Articles 111 and XXI, at the end
of the cxploration period, CONTRACTOR shall relinquish
the remainder of the original Area not then converted to a
development lease or leases.

VOLUNTARY
- GONTRACTOR may, voluntarily, during any period
relinquish all o1 any part of the Area provided that at the
time of such voluntary rclinquishment its financial obliga-
tions for exploration cxpenditures under Article I'V parag-
raph (b) have been satisfied for such period.

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

Following Commercial Discovery, EGPC and CON-
TRACTOR shall mutually agree upon any area to be rel-
inquished thereafter, except for the relinquishment provided
for above at the end of the total exploration period.
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ARTICLE VI

OPERATION AFTER COMMERCGIAL
DISCOVERY

On Commerctal Discovery EGPC and CONTRAC-

TOR shall form in the A.RE. an operating company
which shall be called Zafarana Petroleum Company,
hereinafter referred to as ZAPCO, or as Operating
Company. The laws and regulations 1n force in the
A R.E. to the extent that such laws and regulations
are not inconsistent with the provisions of this agre-
ement or the charter of ZAPCO, shall apply to the
ﬂpcratims of ZAPCO, however, ZAPCO shall, for the
purpose of this Agreement, be exempted from the frl-

lowing laws and regulations as now or hercafter amen-
ded or substituted :

— Law No. 26 of 1954 on Companies, as amended,

— Law No. 141 of 1963 on Representation of Emp-
loyvees and Workers on the Boards of Companes;

— Law No. 60 of 1971 on Public Institutions and Pub-
lic Sector Units;

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

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

— Prestdential Decree No. 1868 of 1974 restricting
some Contracts of Works of the Government to

Public Institutions and Corporations and Public
Sector Units,

(6) The Charter of ZAPCO is herecto attached as Annex

“D”. Within thirty (30} days after the date of Com-
mercial Discovery, the Charter shall take effect and

Operating Company shall automatically come into
existence, without any further procedures.

Ninety (90) days after the date Operating Comparns
comes into existence in accordance with paragraph ()
above, it shall prepare a development Work Program
and Budget for the remainder of the year in which the
Commercial Discovery is made ; and not later than b

|
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(d)

thirtieth (30th) of September of said year (or such other
date as may be agreed upon) and the thirtieth (30th)
of September of each year thereafter Operating Gom-
pany shall prepare an annual Production Scheduic,
Work Program and Budget for the succeeding year.
The Production Schedule, Work Program and Budget
shall be submitted to the Board of Directors tor ap-

proval.

Not later than the twentieth (20th) day of each month,
Operating Company shall fumish to CONTRACTOR
a written estimate of its total cash requirements for
expenditure for the first half and the second half of
the succeeding month expressed in U.S. Dollars, ha-
ving 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 correspandent bank designated
in paragraph {e) below on the first day and fifteenth
day respectively, or the next following business day,

if such day is not a business day.

Operating Company is authorized to keep at its own
disposal abroad in an account opened with a corres-
pondent bank of the National Bank of Egypt. Cairo,
the foreign funds advanced by CONTRACGTOR.
Withdrawals from said account shall be used for pay-
ment for goods and services acquired abroad and for
transferring to a local bank in the A R.E. the required
amounts to meet expenditures, in Egyptian Pounds,
for Operating Company in connection with its activi-
ties under this Agreement.

Within sixty (60) days after the end of each Finan-
cial Year, Operating Company shall submit to the
appropriate exchange control authorities in the A.R-E.
a statement, duly certified by a recognized firm of
auditors, showing the funds credited to that account,
thie disbursements made out of that account and the

balance outstanding at the end of the year
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ARTICLE VII

RECOVERY OF COSTS AND EXPENSES

AND PRODUCTION SHARING

(1) Cost Recovery Crude Oi

Subject to the auditing provision under this Ag-
reement, CONTRACTOR shall recover all costs
and expenses in respect of all the exploration,
development and related operations under this
Agreement to the extent and out of thirty (30)
percent per annum of all Crude Oil produced
and saved from all development leases hereunder
and not used in petroleum operations. Such Crude
Oil is heremafter referred to as “Cost Recovery

Crude Oil”.

Such costs and expenses shall be recovered from

Cast Recovery Crude Oil in the following
manner :

(i) All Operating Expenses, incurred after
initial Commercial Production, which for the
purposes of this Agreement shall mean the
date on which the first regular shipment is
made, shall be recoverable staring in the

Tax Year in which such costs and expenses
are incurred and paid or the Tax Year in
which initial Commercial Production com-
mences, whichever is the later date.
(if) Exploration Expenditures including those
accumulated prior to the commencement of
initial Commercial Production, which for
the purposes of this Aereement shall mean
the date on which the first regular shipment
is made. shall be recoverable at the rate of
twenty (20) 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 com-
mences, whichever is the later date.

(iii) Development Expenditures, including those
accumulated prior to the commencement of
initial Commercial Production, shall be
recoverable at the rate of twenty (20) percent
Ter 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

I
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(iv) To the cxtent that, in a Tax Year, costs,
expenses or expenditures recoverable per
paragraphs (i), (if) and (1i1) preceeding exceed
the value of all Cost Recovery Grude Oil for
such Tax Year, the excess shall be carned

forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but

in no case after the termination of the Ag-
reement ; as to CONTRACTOR.

For the purpose of determining the classifi-
cation 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 Fxpenses” shall mean all
costs, expenses and expenditures made
after initial Commercial Production,
which costs, expenses and expenditures
are not normally depreciable.

(i) Tt 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 proportionately {one fourth

to each quarter) However, anv allowable
costs and expenses not recovered in one quar-
ter, as thus allocated, shall be carried for-

ward for recovery in the succeeding quarters.

Contractor shall each year take and separately
dispose of all Cost Recovery Crude Qil produced,

(except as provided in sub-paragraph fa) (3) below
of this Article VIT) plus its share of the balance

of the Crude Oil as stipulated in paragraph {b)
helow of this Article VIT- To the extent that the

value of the Cost Recovery Crude Oil (as deter-
mined in sub-paragraph (c) below) exceeds the
actual recoverable costs and expenditures, nclu-
ding any carry forward 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 CONT-
RACTOR shall be paid by CONTRACTOR to
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EGPC in the manner set forth in Article IV of

the Accounting Procedure contained m Annex
“E” and CONTRACTOR shall be deemed to
have purchased such excess Cost Recoverv Grude

(.

(3) Ninety (80) days prior to the commencement of
each year EGPC shall be entitled to elect by
notice in writing to CONTRACTOR to take
delivery m kind, F.O.B. export tarminal or other
agreed delivery point, of up to 50 percent of aty
excess Cost Recovery Crude Oil for that year,
and thereby reduce the amount to be purchased
by CONTRACTOR in the same percentage
amount.

(b) Production Sharing :

The remaining seventy (70) percent of the Crude Oil
shall be taken and disposed of separately by EGPC
and CONTRACTOR in the following proportions :

Eighty (80) percent for EGPC and twenty (20) percent
for CONTRACTOR. |

() (1) Ttis the intent of the parties that the value of the
Cost Recovery Crude Oil shall reflect the preva-
iling market price for Crude Oil. For the pur-
poses of evaluating the prevailing market value
of the quantity of Cost Recovery Crude Oil to wh-
ich CONTRACTOR is entitled hereunder dur-
ing each calendar semester, the weighted aver-
age price realized for comparable quantities on
comparable credit terms in freely convertible cur-
rency from F.O.B. point of export sales to non-
affiliated companies during such semester at arm-
slength by either EGPC or CONTRACTOR un-
der all Crude Oil sales contracts currently in ef
fect, but excluding crude oil sales contracts invo-
[ving barter, whichever is hicher, shall be used. Tt
s understood that in the case of C.I.F. sales, appr-
opriate deductions shall be made for transport 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. Nev-
ertheless, if CONTRACTOR considers the valye
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of the Cost Recovery Crude Ol so determined not

to reflect the market conditions prevailing during
the calendar semester, CONTRACTOR and EG-

PC shall meet and mutually agree upon the price.

(2) If during any calender semester there are no such
sales by EGPC or CONTRACTOR under Crude

il sales contracts currently in effect, EGPQG and
CONTRACTOR shall meet and mutually agree

upon the price of Crude Oil to be used in deter-
mining the value mentioned in sub-paragraph (c)

(i) above. Pending such mutual agreement the
price used shall be the last price determmed pur-

suant to sub-paragraph (¢} (1), or under this sub-

paragraph {¢) (2) whichever is later, and appro-

priate adjustment will be made thereto after det-
ermination of a mutually agreed price by EGPC
and CONTRACTOR.

(d) Operating Company shall prepare (not less than
ninety (90) days prior to the beginning of each calen-

dar semester following regular production) and fur-

nish in writing to CONTRACTOR and EGPC a

forecast, setting out the total quantity of Petroleum
that Operating Company estimates can be produced.

saved and transported hereunder during such calendar
semester in accordance with good oil industry prac-

ticrs.  Overating Commpanv shall endeavour to pro-
Aire each  calendar semester the forecast guantitv.

The (rude Ol <kall he run to storage tanks comstene-
ted. maintained and onerated acrording ta Covern.

ment regulations, by Operatine Comvany in which
said Crude Qil shall be metered or otherwise measu-

red for royalty, and the other purposes rcqmrc:d by
this Agreement.

(¢) CONTRACTOR shall have the right and the obligation
to separately take and export currently all of the Crude
Oil to which it is entitled as is determined in accor-
dance with sub-paragraph (a) znd (b) of this Article.
Subject to payment of sums due EGPC under Articles
VII (a) (2) and IX, CONTRACTOR 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 exiported.
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ARTICLE VIII
TITLE TO ASSETS

EGPQG shall become the owner of all assets acquired

and owned by CONTRACTOR in connection with

the operations carried out by CONTRACTOR or

Operating Company in accordance with the follo-

wing :

(1) Land shall becore the property of EGPC as soon
as it is purchased.

(2) Title to fixed and movable assets shall be trans-
ferred automatically and gradnally from CON-
TRACTOR to EGPC as they hecome subject to
depreciation in accordance with the provisions
of Article VII ; however, the full title to fixed
and movable assets shall be transferred automati-
cally from CONTRACTOR to EGPC at the end

of the vear when its total cost has been recovered

by CONTRACTOR in accordance with the pro-

visions of Article VII, or at the time of termin=-
tion of the Agreement. whichever first occurs.

The Book Value of the Assets created during each
calendar quarter shall be communicated by CONT-
RACTOR to EGPC or by Opecrating Companv to
EGPC and CONTRACTOR within thirty {30) davs

of the end of each gua.ter.

During the term of this Agreement and the renewal
period CONTRACTOR and Operating Company

are entitled to the full use in the Agreement Area.
and other Area approved by EGPC of all fixed and

‘movable assetss. CONTRACTOR and EGPC shall
not dispose of the same except with agreement of the
other,

(c) CONTRACTOXK may freely import into A.R-E., use

therein and freely export at the end of such use
machinery and equipment which it either rents or

leases in zccordance with good industry practices-

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

(a) CONTRACTOR shall pay to EGPC as a Signature

Bonus the sum of one million (1,000,000 U.S. Dedlars
on the Effective Date plus an additional one milljon
(1,000,000} U.S. Dollars due one year fromy the Effec.
tive Date.
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T (b)

(d)

TOR.

)

CONTRACTOR shall pay :
The sum of two million (2,000,000) U.S. Dollars as

a Production Bonus when the total average daily pro-
duction first reaches the rate of fifty thousand (50,000)
barrels per day for a period of thirty (30) consecutive

producing days

CONTRACTOR shall pay alko :

The sum of four million (4,000,000) V.S. Dollars as
a production Bonus when the total average daily Produ-
ction first reaches the rate of one hundred thousand
(100,000) barrels per day for a period of thirty (30)

conseoutive producing days.

CONTRACTOR shall pay also

The sum of six million (6,000,000 U.8. Dollars as
a Production Bonus when the total average daily Prn-
duction first reaches the rate of one hundred and fifty
thousand (150,000) barrels per day for a period of
thirty (30) consecutive producing days.

Both aforesaid Signature and Production Bonuses shall
neither be recovered nor amortized by CONTRAC-

Tn the event that EGPC elects to develop anv part of
the Area pursuant to the sole risk provisions of Artiele
TTT (¢\ hereinhbove. 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 initial
date of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

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

which notices shall he validly served.

The General Manager and Deputy General Manager

~nall

be entrusted by CONTRACTOR with sufficient po-

l
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‘wer to carry out immediately all local written {lirﬁct%ﬂlls
given to him by the GOVERNMENT or its repesentatives
under the terms of this Agrecment. - All lawful regulations
issued or hereafter to be issued which are applicable here:-
under and not in conflict with this Agreement shall apply
to the duties and activities of the General Manager and

Deputy General Manager.

All matters and notioes shall be deemed to be validly
served which are left at the office of the General Manages
or which are sent to him by registered mail to CONTRAC.-

TOR'’s office in ARE.

All matters and notices shall be deemed to be validly ser-
ved which are left at the office of the Chairman of EGPC
or which are sent to him by registered mail at EGPC's mair
office in Caire.

ARTICLE X1

SAVING OF PETROLEUM AND PREVENTION
OF LOSS

Operating Company shall take all proper measures,
according to generally accepted methods 1 use in the

oil industry to prevent loss or waste of petroleum above
or under the ground in any form during drilling, pro-

ducing, gathering and distributing or storage opera-
tions. The GOVERNMENT has the nght to prevent
any operation on any well that it might reasonably

(2)

expect would result in loss or damage to the well or

the o1l field.

(6) Upon completion of the drilling of a productive well,

Operating Company shall inform the GOVERN-
MENT or its representative of the time when the well
will be tested and the production rate ascertained.

(c} Except in instances where multiple producting format-
1ons in the same well can only be produced economi-
cally through a single tubing string, Petroleum shall
not be produced from multiple oil carrying zones
through one string of tubing at the same time, except
with the prior approval of the GOVERNMENT or
its representative. -

(d) Operating Company shall record data regarding the
| quantitics of petroleum and water produced monthlv
from each development lease.  Such data shall be sent
to the GOVERNMENT or its representative on the
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(a)

(c)

special forms provided for that purpose within thirtv
(30) days after it is obtained. Draily or weekly statis-
tics regarding the production from the Area shall be
available at all reasonable times for examination by
authonized representatives of the GOVERNMENT.

Daily drilling records and the graphic logs of wells
must show the quantity and type of cement and the
amount of any other materials used m the well for the

purpose of protecting petroleum, gas beaning or fresh
water strata.

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

approval of the representative of the GOVERN:-
MENT.,

ARTICLE XII

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and
their contractors and sub-coatractors engaged in
carrying on operations under this Aeréement shall be
permitted to import and shall be exempted from cus-
toms duties, with' resnect to the importation of mach-
inery, eauinrment. vehicles, matepials, suoplies, con-
sumable items, foodsuffs and movable property when
certified by responsible representative of EGPC. to be
used solely in carrying on operations under this

Agreement.

Fach expatriate employee of CONTRACTOR and| & )iy J,i__al! FP g o g il g ‘-}"GC-"""'

sl obeldl e Calolilly o slally Sbdaadb LS

Operating Company and the said comtractors and
sub-contractors shall be permitted to import and
shall be exempt from all customs duties with respect
to the reasonable importation of houschold goods,
consumable items, foodstuffs and personal effects in-
cluding one automphbile, provided however, that such
properties are imported for the sole use of the em-
ployee and his family and provided further, that no
such proverty imported by the employee shall be
resold by him in the A-R.E. except in accordance with
GOVERNMENT rcgulations.

The exemption provided in (a) of this Article shall | 7,

not apply to any imported items when EGPC consi-
ders and shows that items of the same, or substantiallv
the same, kind and quality are manufactured locally
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and are available for purchase and timely delivery in
the AR.E. at a price not higher than ten (10) percent
more than the cost of the imported item before cus-
toms duties, but after transportation and msurance

costs have been added.

Any of the items imported into the ARE. either
exempt or not-exempt from customs dutics, taxes or
imposts under this Article may be exported by the
importing party at any time without the paymernt of
any export duty, or impost. |

Used but serviceable material, equipment and goods
resulting from opecrations hereunder may be sold
within the A.R-E. provided that the purchasers pay
the applicable customs duties, taxes or Imposts, if any,
except i sold to EGPC or an affiliated company of
EGPC.

Material, equipment and goods so damaged or used
as to be non-serviceable and which are classified by

CONTRACTOR or Operating Company as scrap or
junk (any such CONTRACGTOR’s appraisal being
subject to EGPC approval and any such Operaung
Company’s appraisal being subject to EGPCG and
CONTRACTOR approval) may be sold as scrap or
junk without payment of customs dutics, taxes o

In the event of such salc under sub-paragraphs ()
and (f) above, thc proceeds from such salcs shall be

divided in the following manner :

CONTRACTOR shall be entitled to reinbursemnent
of its unrecovered cost, if any, in such material or
equipment and the excess, if any, shall be paid to

EGPC.

“Customs duages”, 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 importation of

the item or items under consideration.

sl O leticls w32 00 ¢ L @ b

go Sy Y e (o ) O o
Lol Jub 5y sindl e ot Qs oo AL G 1e J o pie
Sl G Bl e 505 S el )
o el
WA S RIPe (&;r.c ) 3y gies! Cf'L.a.v W] (J)
S A1 1 AL LS el e g Jl e i !
B,ne g am el el a (patie 4o 20}
(#Jd'icé.}iﬂbj;;ﬁjd(fd Lesy ol FRURwIA]
e R
SLLl g dibailly Deazll Wladly Sladly 21U
St iadls Ji5 W s BV sda g 5 4
33 ikl pdy O de s ((peper ) O Lo o2
o oV AS e gy o sLSW sde e Gub L
15 W1 e @3 b e s leede Gl M ¢ A 5 aft 3 ]
ﬁuhib'gﬁ L’Hﬁ Ll J o
RICURLN WSO P R i | IC;:LHIJ Sleglls 2l gAY (5)
S 2 Ll Loy ¢ Jlaiadl dadls 4 ool
i oo o 1) Bl ST 335 WL Sl S
ls Gl il sl 55 Jglal! hrﬂ &_,.JI
Slleadl SN & 20 @ pgii g g Jdm o S
i3 o5 N s ((Jalills XL @ sl 3,5
P I U TR R R G PR ISR A )

A A Ll il e ae Sl ) 21 B B ()
S p 3 odm o kel £ 55 ¢ b (5) 5 ()
SO W] RPES

PP L.e:”S:'t' e 'JJ:""L-{‘J la .‘:L:-J:...ul ‘_J_jlﬁl.! pr )
Ulr' » 3 s Cé'lf.-’ ddmy ol Ol_agh] _31 J‘_,_.U
o gl ey O o &ld

G Weniad Lo gas d ¢ 0 S ol £ 1 Jot ()
Sl all g1 48 aalt o g Jl B ¢ L3N] oan
St g gl iy e ) By 2 A0
e ohlt St o 51 G SNV (sl e

+ 3> gaill sL ol



30 VA n gl he 3 (o) ab

r
(2)

)

‘I'here shall be no licence required, and CONTRACT -
OR, EGPU and their respective buyers shall be ex-
empted from any duty, tax, fee or any other financial

impost in respect of the export of Petroleum hereunder.

At a reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOR

shall meet and agree upon a procedure for scheduling
tanker Iftings from the agreed upon point of export.

ARTICLE XIII

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 Acco-
unting procedure in Annex “E” and accepted acco-
unting practices generally used in the petroleum indu-
stry, and such other books and records as may be nece-
ssary to show the work performed under this Agrce-
ment, including the amount and value of all petroleum

produced and saved hereunder. CONTRACI'OR and I

Operating Company shall keep their books of
account and accounting records in United States Dol-
lars. Operating Company shall furnish to the GOVE-
RNEMENT or its representative monthly returns show-
ing the amount of petroleum produced and saved her-
cunder. Such returns shall be prepared in the form

required by the GOVERNMENT, or its representative
and shall be signed by the General Manager or vy the
Deputy General Manager or a duly designated dep-
uty, and delivered to the GOVERNMENT or its rep-

resentative within thirty (30) days after the end of the

month covered in the return.

The aforesaid books of account and other books and
records referred to above shall be available at all reas-

onable times for inspection by duly authorized repre-
sentatives of the GOVERNMENT.

CONTRACTOR shall submit to EGPC. a Profit and
Loss Statement for the Calendar Year not later than

Manch 15 of the following year to show its net profit
or loss from the petroleum operations under this Agree-
ment for such year. '

CONTRACTOR shall at the same time submit a
year-end Balance Sheet for the same Calendar Year

to EGPC
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall
prepare and, at all times while this Agreement 1s n

force, maintain accurate and current records of 1ts opet-

ations in the Area hereunder. CONTRACTOR and /
or Operating Company shall furnisk the GOVERN-

MENT or its representative, in conformty with app-
licable regulations or as the GOVERNMENT or 1ts
representative may reasontably require information
and data concerning its operations under this Agree-
ment.

CONTRACTOR and/or Opcrating Company shall
save and keep for a reasonable pericd of time a repre-
sentative portion of each sample of cores and cuttings

taken from drilling wells, to be disposed of, or forwar-

ded to the GOVERNMENT or its representative 1n
the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/or Opera-
ing Gompany for its swn purposes shall be considered
available for inspection at any reasonable time by the
GOVERNMENT or its representatives. Any such
samples which CONTRACTOR or Operating Comp-
any has kept for a period of twelve (12) months w'th-
out receipt of Instructions to forward them to the

GOVERNMEENT or its representatives or elsewhere
may be disposed of by CONTRACTOR or Operating

“Company at its discretion.

Unless otherwise agreed to by EGPC, in case of expor-
ing any rock samples cutside A.R.E., samples equivalent
in size and quality shall, before such exportation, be

delivered to EGPC as representative of the GOVERN-
MENT.

& #"‘j

Originals of records can only be cxported with the per-
mission of EGPC; provided, however, that magnetic
tapes and any other data which must be processed or
analyzed outside the AR.E. may be exported if a

monitor or a comparable record, if available, is main-

tained in the A.R.E. and provided that such exports
shall be repatriated to A.R.E. on the understanding

that they belong to EGPC.

During the pericd CONTRACTOR is conducting the
exploration operations, CONTRACTUOR shall permit

l
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! EGPC throuph EGPC'’s duly authorized representives
or employees to have full and complete access to the
Area at all reasonable times with the right to observe
the operations being conducted and to inspect ali as-

sets, records and data kept by CONTRACTOR. EG-
PC’s representative, In exercising its rights under the
prececding sentence of this paragraph (e}, shall not in-
terferc with CONTRACTOR’s operations. CONTR-
ACTOR shall provide EGPC with copies ¢f any and
all data fincluding, but not limited to. geological and
geophysical reports, logs and well surveys) information
and iterpretation of such data, and other information
in CONTRACTOR’s possesion. All such data and in-

formation shall be strictly confidential and shall not he
divulged by EGPG except to affiliated companies, or
by the GOVERNMENT, without the consent of CO-
NTRACTOR while this Agreement remains in force,

However, for the purpose of obtaming new olfers, the
GOVERNMENT may show any other party geophy-
stcal and geological Jata (the age of which is not less
than one year) with respect to the Area adjacent te the
Area of such new offer.

ARTICGLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible
in law towards third parties for any damage caused by CO-
TRACTOR’s exploration operations and shall indemnity
the GOVERNMENT and/or EGPC agaimnst all damages
for, which it may be held liable on account of anv such
pperations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVLS

Duly authorized representatives of the GOVERNMENT
shall have access to the Arca covered by this Agrement and
to the operations conducted thereon. Such representatives
may examine the books, registcrs and records of EGPC,
CONTRACTOR and Operating Company and make a
reasonable number of surveys, drawings and tests for the
purpose of enforcing this Agrecment. They shall, for thi:a
purpose, be entitled to make reasonable use of the mac}ll-
nery and instrument of CONTRACTOR or Operating
Company on the condition that no danger or impcditfhmt
tu the operations hercunder shall arise directly or indirce-
tly from such use. The GOVERNMENT shall indemn: fv
and reimburse CONTRACTOR or Operating Company
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for any loss or damage which may in fact result any such
use of said machinery and instruments. Such represcita-
tives shall be given rcascnable assistance by the agents and
employees of CONTRACTOR of Operating Company so
that none of their activities shall endanger or hinder the
safety or efficiency of the operations. CONTRACTOR
or Operating Company shall offer such representatives all
privileges and facilities accorded te its own employees in
the field and shall provide them, free of charge, the use of
reasonable office space and of adequately furnished housing |
while they are in the field for the purpose of facilitating
the objectives of this Article. Any and all information
obtained by the GOVERNMENT or 1ts representatives
under this Article X VI shall be kept confidential with res-
peot to the Area and shall not be disclosed during the terms
of this Agreement without prior written consent of EGPC
and CONTRACTOR.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYP'L PERSONNEL

It 15 the desire of EGPCG and CONTRACTOQOR that
operations hereunder be conducted in a business-like
and efficient manner.

(1)

(@)

The expatriate admnistrative, protessional and
technical personnel employed by GONTRAC-
TOR or Operating Company and the personnel
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ions hereunder, shall be granted a residence right
as provided for in Law No. 89 of 1960 as amendced

and Mimsterial Order No. 9 of 1963 as amended, 815
and CONTRACTOR agrees that all immigration, | J— o'

passport, visa and employment regulations of the
AR.E., shall be applicable to all alien employees
of CONTRATOR working in the A.R.E.

(2) A minimum of twenty-five (25) percent of the |

combined salaries and wages of each of the ex-
- patriate administrative, professional and technical
personnel employed by CONTRACTOR cr Ope-
rating Company shall be paid monthly in Egyp-
tian Currency. On final repatriation such per-
sonnel shall have the right to remit abroad in U.8.

Dolfars or other currencies the unused portion o!
Egyptian Currency in excess of twenty-five (25)
percent of such personnel’s salary.
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(0)

{¢)

(d)

(b)

CONTRACTOR and Operating Company shall each
select its employecs and determine the number therect,
to be used for operations hereunder.

CONTRACTOR shall, after consultation with
EGPC, prepare and carry out specialized training pr-

ograms for all its A.R-E. employees engagcd in opert-
ions hereunder with respect to applicable aspects of the
petroleumn industry. CONTRACTOR and Operating
Company will undertake to replace gradually their
non-executive expatriate staffs by qualitied nationals
as they are available.

During the period when CONTRAGTOR 15 conduc-
ting Exploration, CONTRACTOR shall give mutually
agreed numbers of EGPC cmployees an opportunity
to attend and participate in CONTRACTOR s and
CONTRACTORSs affiliate training programs relating
to exploration and development operations.

I

ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be
subject to Law No. 66 of 1953 (excluding Article 37

VA e b Ve d () @b Y 2 — el B

[ oo ol Olladdhy AW &5 3ty Jykll

thereof) as amended by Law No. 86 of 1936 and the
regulations issued for the implementation thereof, in—I
cluding the regulations for the safc and etficient per-

formanoe of operations carried out for the execution
of this Agreement and for the conservation of the pet-
roleurn resources of the AR.E. provided that no regu-
lations, modification or interpretaticn thereof shall be
contrary to or inconsistent with the provisions of this |

Agreement.

EGPC and CONTRACTOR shall be exempted from
all taxes, except as provided in Article III paragraph
(f) for income taxes, with respect to the extraoting,
producing, exporting or transporting of Petroleum here-

under. CONTRACTOR shall also be exempted from
any tax on capital. .

The rights and obligations of EGPC and CONTRAC-
TOR wunder, and for the effective term of this Agre-|
ement, shall be governed by and in accordance with

the provisions of this Agreement and can only be al-
tered or amended by the mutual agreement of the said

contracting partics.
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| )
(d) The contractors and sub-contractors of CONTRAC-

(6)

(@)

WA & gl ve B (0) mF Y4 oal — e ) bt

v

L i

TOR and Operating Company shall be subject to the
provisions of this Agreement which affect them. In
so far as all regulations which are duly issued by the
GOVERNMENT apply from time to time and not
in effect with the provisions of this Agreement, such
regulations shall apply to the CONTRACTOR and
sub-contractors,

ARTICLE XIX
RIGHT OF REQUISITION

In case of n;aticrnal emergency due to war or imminent
expectation of war or internal causes, the GOVERN-
MENT may requisition all or part of the production
from the Area obtained hereunder and require Opera-
ting Company to inarease such production to the ut-
most possible maximum. ‘The GOVERNMENT may
also requisition the oil field itself and, if necessary rela-
ted facilities.

In any such case, such requisition shall not be effected
except after inviting EGPC and CONTRACTOR or
their representative by registered letter, with acknow-
ledgement of receipt, to express their views with res
peat te such requisition.

The requisition of production shall be effected by
Ministerial Order. Any requisition of the oil field
itself, or any related facilities shall be effected by a
Presidential Decree duly notified to EGPC and CON-
TRACTOR.

In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and
CONTRACTOR for the period during which the
requisition is maintained, including :

(1) All damages which result from such requisition.
Fuli payment each month for all Petroleum ex-

tracted by the GOVERNMENT less the royalty

share of such production. However, any damage

(2)

resulting from enemy attack is not within the
meaning of this sub-paragraph (d). Payment he-
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Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be
calculated in accordance with Article V11 parag-

raph (c).

ARTICLE XX

ASSIGNMLENT

Either EGPC or CONTRACTOR. shall be entitled to

assign its rights, privileges, duties and obligations

under this Agreement, provided that :

(1) The assignor shall remain jomnty and severally
liable with the assignee for the performance of
the obligations and duties of the assignor hereun-

der.

(a)

The GOVERNMENT approval to assignment
shall be first obtained.

(3) 'The instrument of assignment must include pro-
visions stating precisely that the assignee is bound
by all terms and provisions contained in this
Agreement and any modification or additions in
writing that up to such time may have been
made. A draft of such instrument of assignment

shall be submitted to the GOVERNMENT for

\avA e ol \_d(‘_‘_})c_u \o sAall e H o el

review and approval before being formally execu-
ted- \

(4) The obligations of the assignor arising from this
Agreement must have been duly fulfilled as of
the date such request is made or assignor and
assignee jointly and severally guarantee fulfill-
ment of any unfulfilled obligations of assignor in
accordance with the terms of this Agreement.

(b) Al;'l}' ass‘igmnent made pursuant to the provisions of
this Article shall be free of any transfer or related
taxes, charges or fees. |

(c) Notwithstanding the toregoing provisions of this

Article XX, either EGPC or CONTRACTOR shall
be free to assign its rights, priviliges, duties and obli-
gations under this Agreement to an affiliated com-

pany, provided always that the assignor and assignee
shall be jointly and severally liable for the perfor-
mance of the obligations and duties of the assignor.
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ARTICLE XXI

BREACH OF AGREEMENT AND POWLR

TO CANCEL

The GOVERNMENT shall have the right to cancel
this Agreement by Order or Presidential Decree, with
respect to CONTRACTOR, in the following insta-
nces .

(1)

(2)

(3)

(4)

(5)

If it knowingly has submitted any false state
ments to the GOVERNMENT which were of a

material consideration for the execution of this
Agreement ;

If it assigns any interest hereunder contrary to

the provisions of Article XX hercof ;

If it 15 adjudicated bankrupt by a court of com-
petent jurisdiction ;

If it does not comply with any final decision
reached as the result of court proceedings con-
ducted under Article XXIII paragraph (a)

hereunder :

If it intentionally extracts-any mineral other than
Petroleum 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

n accordance with accepted petroleum industry

practice and which shall be notified to the
GOVERNMENT or its representative as soon

as possible : and

If it commits any material breach of this Agree-
ment or of the provisions of law No. 66 of 1953,
as amended by law No. 86 of 1956, which are
not expressly contradicted by the provisions of
this Agreement- Such cancellation shall take
place without prejudice to any rights which may

have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the pro-

visions of this Agreement, and, in the event of
such cancellation, CONTRACTOR shall have
the right to remove from the Area all its personal

property.

(b) TIf the GOVERNMENT deems that one of the afore-
said causes (other than a force majeure cause referred
to in Article XXIT hereof) exists to cance] this Agree-
ment, the GOVERNMENT shall give CONTRAC-

TOR ninetw (90} days written notice personally served
on CONTRACTOR’s General Manager in the legally
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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 scrvice is im-
possible due to unnotified change of address, publi-
cation in the Official Journal of the GOVERNMENT
of such notice shall be considered as validly served
upon CONTRACTOR. 1If at the end of the said
ninety (90) days notice period such cause has nnot been
remedied and removed, this Agreement may be can-
celled forthwith by Order of Presidential Decree as
aforesaid ; provided however, that if such cause, or
the failure to remedy or remove such cause, results
from any act or omission of one party, cancellation of
this Agreement shall be effective only against that
party and not as against the other party hereto.

ARTICLE XXII

FORCE MAJEURE

(a)" The non-performance or delay in performance by

(b)

EGPC and CONTRACTOR, or either of them of any
obligation under this Agreement shall be excused if,
and to the extent that, such non-performance or delay
is caused by force majeure. The period of any such
non-performance or delay, together with such period

as may be necessaryi for the restoration of any damage
done during such delay, shall be added to the time
given in this Agreement for the performance of such
obligation and for the performance of any obligation
dependent thereon and consequently, to the term of
this Agreement, but only with respect to the block or
blocks affected.

“Force Majeure”, within the meaning of this Article

- XXII, shall be any order, regulation or direction of |

the GOVERNMENT of the ARAB REPUBLIC OF
EGYPT, US.A. or AUSTRIA with respect to CON-
TRACTOR whether promulgated in the form of a

law or otherwise, or any act of God, insurrection. riot,

~ war, strike, and other labor disturbances, fires, floods

or any cause not due to the fault or negligence of
EGPC or CONTRACTOR or either of them, whether
or not similar to the foregoing, provided that any such
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i ¥ lea DLl sdn e s 510055 OF By
CONTRACTOR, or either of them.

e Jde e Lo e B L T g 5T 5T sl 4]

(¢} Without prejudice to the above and except as may | e de et bee a 65 e JNEN) aas -
be otherwise provided herein, the GOVERNMENT | "")" u'l U o Uy apS G - .‘-“. J_ f 9 (=)
shall incur no responsibility whatsoever to EGPC and " i giis A1 4 ool Lanld Y ¢ adlaY sam @ 25
CONTRACTOR, or either of them for any damages | <l 5 g s ol Jalally g dgnl ge (3 TS t.Sri-‘

restrictions or loss arising in consequence of such case | g | T s
of force majeure, caused by the order, regulations | ¥Vla o dlisd dmii 0065 5Lt o1 545 4V 10
or direction of the GOVERNMFENT of the ARAB N 1] e 0450 1 i Sttt 5

REPUBLIC OF EGYPT. . . .
o 4l pan @0 byl e |l Leo g

(d} If the force majeure event occurs during the initial S U ol 35 el 5 a5 Wl e (,;)
cxploration period or any extension thereof and con- - * e e “
tinues m effect for a period of two (2) years, CONT- 050 (1) o S LB et _L"j Azl
RACTOR shall have the option upon ainety (90) days | 435Y! oda Lo g SLlplt Lgn OV LAN Joli
prior written notice to EGPC to terminate its obliga- | L » (ﬂg..) UL SO W S W S > ge Ay

t1ons harfmndt'.r without further liability of any kind i aslal ad . o ol 3 ! {_-;” -“,
.and, if still in force, the Guaranty contained in Annex i > -

“C” hereto, shall be automatically cancelled and ("‘) d’“u'l’ P LI - *:_-‘LL" O 13y« &_15 d‘
EGPC shall so notify the Bank to release the Gua- | , LGl Lgia e 8 ¢ byl L Lalayl 2a

ranty. o Oledll elad¥ Sl sl i1 ok,
ARTICLE XXII1

( O3 ~2ally SN As LI )
DISPUTES AND ARBITRATION
() Any dispute arising between the GOVERNMENT | _ _ _ . _

and the parties hereto with respect to the interpreta- | o4t e Glad 8 blly 44 SCal! oo Las gl st (1)

tion, application or execution of this Agreement, shall | “ e J) Jlow Wi o7 Lok i aslsy
be referred to the jurisdiction of the appropriate -3 VS’ s o - X

A.RE Courts and shall be finally settled by such Lile 4 Jrad s 4 Ladl Lilaa Latal] H"";J‘” s
“courts. ¢ Shall ada B
(5) Any dispute arising between CONTRACTOR and . ) ) .
EGPC in connection with the present Agreement shall | (b les gy Jslll o - ti.}" ¢l 3 Lig Jrass (‘-’)
be finally settled by arbitration. The arbitration shall | S 13 _h ddes 9 oK _acil 2___.;[5‘;” o
be held in Stockholm, Sweden and conducted in accor- ° ) _ "J"Ff_ G SV adg
dance with the Rules of Conciliation and Arbitration (‘:'C"‘“-’ b oIV aed iDL (g o 5 i (,J_”S",:.‘...-i

of the International Chamber of Commerce. Tn the | 3 OB Dy r e Vo By o 440 b &
event of no provisions being made in these Rules in ‘ | - "

certain cases, the Arbitrators shall establish their own | (<22 O3+8% Sl O6 Wl aad el o1 o
procedures. o Slel ol Gl kel

(c) The arbitration shall be mitiated by either party givi _
| yeivmg | o . : " X S s
notice to the other party that it elects to refer the dis- A~ U{L“ slasl F‘f‘a"‘l’ Al O] ‘-’-:"Jlf“ o Y ("‘)
pute to arbitration and that such party (hereinafter LI s 5 p:."c":'" 7l f:‘;:;“ Jal 32 ) @l
referred to as the “First Part}"’) has appﬁinteﬂ an Arfi- ;-h l«.ﬁ:u uu: A4 ( JJ&‘ (_i_,‘.:.”s ul:‘ L_...,..i *J‘ -’L:'f.-’ )

trator who shall be identified in said notice. The other | aJI [|_4 ) AN G W Jes SEEY Lin g e
party (hereinafter referred to as the “Second Party™, ) - .
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wihin fifteen (15) days shall notify First Party in wri- * | “j:}’ L:J;'U . - ( v L.:JH- ' L:l!' )
ting, identifying the Arbitrator that it has selected, s i el ( e ) ";Jb;
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If the Second Party does not appoint its Arbitrator as
aforesaid, the First Party shall have the right to apply
to the Court of Arbitration of the International Cham
ber of Commerce to appoint a second arbitrator. The
two arbitrators shall, within thirty (30) days, select a
third Arabitrator failing which the third Arbitrator
shall be appointed by the Court of Arbitration of the

International Chamber of Commerce at the reguest

of either party- I

The third Arbitrator must be a citizen of a country
other than the AR.E. or U.S.A. and a country which
has diplomatic relations with both the AR US.A.
and Austria and shall have no economic imterest in the

,
o1l business of the signatories hereto.

The parties shall extend to the Arbitration Board ali
facilities (including acoess to the petroleum operations)
for obtaining any information required for proper det-
ermination of the dispute. The absence or default of
any party to the arbitration shall not be permitted 10

prevent or hinder the arbitration procedure in any or
all of its stages.

Pending the decision or award, the operations or acti-
vities which have given rise to the arbitration necd not
be discontinued. In the event the decision or award
recognizes that the complaint was justified, provisinn
may be made there in for such reparation as may app-
ropriately be made in favor of the complainant.

Judgement in the award rendered may be entered in
any Court having jurisdiction and application may he
made in such Court for a judicial acceptance of the i
award or an order of enforcement as the case may be.

The parties desire that, wherever appropriate. decis- |

ions and awards shall specify a time for compliance the-
rewith.

'I:hc provisions of this Agreement relating to arbitra-
tion shall continue in force notwithstanding the ter-
mination of this Agreement.

PRINCIPLES OF GOODWTILL - The signatories

Esfse their relations with respect to this Agreement on
thej.pnnnt:]ples'nf goodwill and good faith. Taking into
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account their different nationalities, this Agreement of s Y g‘gi bt ey E'._.‘,.JL» T daall
such arbitration shall be given effect and shall be mn-

terpreted and applied in conformity with principles of G e el ) L fy
law oommon to the A.R.E. and U.S.A. and 1 the ab- (C‘f‘ C G & Al 45 9 575 2 e

: \
sence of such common principle’s, then in conformity Bkt 3 a4 'f'-l" 1P L?v:.? ¢ ‘UC JJ'S“ P *-’iNJ s
with the principles of law rormally recognized hy civ- | 4 4l ¢ gLl Wis (g e s 5l &5 el s oot
ilized nations in general, including those which have | &iy 3 L bas 44 _L_Q_U s gt 3 lgde O ARAY
been applied by International Tribunals. o i gl cﬂlu lgak 4 g a1 ¢ gL
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ARTICLE XXIV

(O3 a0 9 dml J 3ol )
STATUS OF TIES | |
TU PAR G S g

(@) The rights, duties, obligations and lrabtlities in respect
of EGPC and-CONTRACTOR %ereunder shall be

several and not joint or collective, it being understood

Lol U dly DU Slat s 3yl s (1)
Aol i a_éy dladte 43WYI sia (8 Jaldlly b
sdm pudi 31 920 Y 4l o ged! s ¢ dsli Y
P ualn:“"é'_,..« f\"’uh &5 el Je ptal

+ oplais 2 N e

that this Agreement shall not be construed as constitu-

ting an association or corporation or- partnership.

() CONTRACTOR shall be subject to the laws of the

place where it js incorporated regarding their legal L,_:g sy lg  guasl ! el (6] ;ﬂ' Jstal! (e, (*--‘)
status or creation, organization, charter and bylaws, |

- shareholding, and ownership. CONTRACTOR? sha- d“"'"“% Jde 3 4"35 ) 4...,........,,'(5' o\ ‘_;:_,ELEH 45\:13 S

res of capital which are entirelv held abroad shall net | 425l G sd> s Al -.--e&-n--l'i A5l s ‘La--*wt)” o Y
be negotiable in the AR.T. ahd shall not be offered
for public subscription nor shall they be subjeat to the ST 535 = A Jslall JL“"’ ("‘“1 ol em Vs

stamp tax on capital shares nor any tax or duty in the ] Yo f'la” ..:.:Eﬁ‘.'}u PREY) 9 (C*r*c) J=1> E_JL:E” 1
AR.E. CONTRACTOR shall be exempted from the | < | Dt e it i o e
application of Law No. 26 of 1954 as amended, and .2 st ! Jud UJJ e "’j& s *:1"4' C

 from Law No, 9 of 1964 ' 5D PG G5 e JHEY s 0 pgmy 5 (63
. | . anginad 8 3, Sl 43baniy VAo gl ¥Y I8
(¢) .All parties comprising CONTRACTOR shall be jcin-§ . | *

tly and severally liable for the performance of the obli-{ .. | S e e i1l .
gations under this Concession Agreement. | oalale (al s Jalall. oS oy TP P ("")

voda o) W U B Lol jo padd) DLW o
ARTICLE XXV o ) _
LOCAL CONTRACTORS AND LOCALLY | {(Sa Ay Ll 5L )

MANLWACTURED MATERTAT, ) B
CONTRACT OR or Opemtmq (‘mnnamr as the case|

| S Y RS AP L\ AP
{a) Gwc prlcmty to local mntr:a ctors as long as their U" xr o A

prices and performance are comparable with inter- P i>y59 ...n_,L..J cats o gdadt ool % S st (V)
national prices and performance. CONTRACTOR . U“ S e ds 3yl o Bl Y

and QOwperating Company shall, however. subiect to the .
t ol
preceeding sentence. be exemnted from the provisinne L“‘L ¢ ‘-'Ll*-*"’ 4.5 3§ --"3 JJ{‘I o J (5‘ J"J

of Presidential Decree No. 1868 of 1974 as amended | &2 s4a2d) L3 e s-ab g ol ¢ FEA I Ul
. o ATy YavE A \ATA )
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(b)

Give preference to locally manufactured material,
equipment, machinery and consumables so long as thetr
quality and time of delivery are comparable to inter-
nationally available materials, equipment, machinery
and consumables. However, such material, equipment,
machinery and consumable may be imported for ope-
rations conducted hereunder if the local price of such
items at CONTRACTOR’s or Operating Company's
operating base in AR K. 1s more than ten (10) percent
higher than the price of such imported items before

customs duties, but after transportation and msurance
costs have been added.

ARTICLE XXVl
ARABIC TEXT

The Arabic version of this Agreement shall, before the
Courts of A.R.E. be referred to in construing or interpreting
this Agreement; provided, however, that in any arbitration
pursuant to Article XXIIT hereabove between EGPC and
CONTRACTOR the English and Arabic versions shall
both be referred to as having equal force in construing or
interpreting the Agreement.

ARTICLE XXVII

GGAS

If Gas produced or is capable of being produced from
the Area, EGPC and CONTRACTOR shall study all pos-
sible economic alternatives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly. The
cost and expenses in the field of producing non-associated
gas shall be recovered in accordance with the Cost
Recovery Principles of Article VII. Production Sharing
Principles of Article VII shall apply to the value of
associated and non-associated gas if sold for export and
not used in operations, flared or re-injected. However,
any Gas not exported outside AWlR.E. in a liquid or solid
state, or not used in operations (including re-injection),
shall remain in the property of the state and may be uti!-

zed by EGPC and EGPC shall not be liable for payment

to CONTRACTOR of anv costs or expenses respecting
any past operations of CONTRACTOR rclated to such
Gas- Under no circumstances will CONTRACTOR be

respensible for or bear any cost or expenses mcurred for

utilization of Gas used internally in the A R.E.
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ARTICLE XXVTII
GENERAL

the headings or titles to each of the Articles to this
Agreament are solely for the convenience of the parties

hereto and shall not be used with respect to the interpre-
tation or construction of said Articles.

ARTICLE XXIX
APPROVAIL OF THE AR.E. GOVERNMENT

This agrcement shall not be binding upon any of the
parties hereto unless and until a law ds issued by the com-
petent authorrities of the AR.-E. authorizing the Minister
of Petroleum to sign said agreemeent and giving this Agree-
ment full force and effect of law notwithstanding any

countervaling governmental enactment, and the Agree-
ment is signed by the GOVERNMENT, EGPC. and

CONTRACTOR.

ARAB REPUBLIC OF EGYPT

BY : ..

LGYPTIAN GENERAL PETROLEUM
‘ CORPORATION
BY : ..
UNIONOIIL SUEZ, LTD.
BY : ..
GULF OIl, SUEZ LIMITED
BY ..

OEMYV SUEZ ERDOEL.-A UFSUCHUNGSGESELLS-
- CHAFT mbH

¢y

( ‘:)_g_,.‘:‘."l_g VWIS N )
Sl gos

1}“‘)‘ oA JIJ..I Oy a3 La Jﬂ -@_,-JJ.U o!__,tljl P PP
Ji)_“ a:i_h

(.:.‘1_3-,:2:.”} e 1 ;JL_l'l )
Paas i g b g s b dashe Lildil om0 4CY
das il 259 Jass (popep ) O ) Slead) 0 0506
b3 Jolf LBV o o day WY sdn ko ad gl
dudbwpdﬁgta;#lﬂnjbdjw|
» J_}Lﬁ-‘_j 1‘.:4]'!_, -h_,.(o;“ Na x_:ih;“ﬂl C:.OJ.T Al 4 (C o ic)

1:"..;4' W ;Lﬁﬁ*?'
P

Japd dlall 4 nall g
Lee

S I s sl DS
Lgie

o R T RS

oSl g ot cdltho sty s Gl Jas )l s g 2T

D3B 5T s T o G Janes Yy LYY G LY Sgs

-



VA va 4. ple Ao T (

o

e

._:.)Ca_l.-? VA el L ) 8 ]

¢ ¢

ANNEX “A”

BOUNDARY DESCRIPTION OF THE TERRITORY
COVERED AND AFFECTED BY THIS AGREEMENT
BETWEEN ARE., EGPC AND UNIONOIL SUEZ,
LTD
AND GULF OIL SUEZ LIMITED AND OEMV
SUEZ ERDOEL-AUFSUCHUNGSGESELLSCHAFT :
mbH
IN ZAFARANA MARINE AREA

Amnex “B” is a map on the scale of 1: 500,000 inclu-
ding the Area covered and affected by this Concession
Agreement. Said Area is described as follows :

~ It is bounded by a line which commences at point | |
which is at intersection of 29° 24’ 21” North Latitude
with the high tide shoreline of the west bank of the Gulf
of Suez.

Thence east to point .2_ at
20° 24 16”7 N and
32° 35" 49" E

Thence south to point 3 at
29° 21 32.18” N and
32° 35" 46.18 E

-

Thence east to point 4 at
29° 21" 30" N and
32° 38" 51”7 E '

Thence north to
29° 24" 14”7

321: 33! 54’; .

pomt 5 at
N and

Thence east to point 6 at
29" 2¢ 11”7 N and
32° 41" 59”7 E

Therice south ‘to point 7 at
29° 21 27.61” N and
32 41’ 56.76” E

Thence south to point 8 at
29° 21’ 12” N and
32* 42 00" E

Thence south to point 9 at
29° 18’ 30~ N and
32° 42" 0Q” _E

Thence east to Point 10 at
20* 18 30" N and
32° 4y 00” E
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Thence south to poind 11 at
29° 15" 36" N and
32° 45" 10" E

Thence west to point 12 at
29° 15 357 N and
32° 43" 02" E

‘Thence south to point 13 at
29° 12" 15" N and

32° 43’ 01 E

Thence east to point 14 at
29° 127 15”7 N and
32° 43" 56" E

Thenoe south to point 15 at
29° 10’ 37”7 N and
32° 43’ 54”7 E

Thence cast to point 16 at
29* 10" 33" N and
32° 48" 127 E

Thence south to point 17 at
29" 07" 42”7 N and
32° 48" 12 E

Thence west to point 18 at
29° 07" 42~ N and
32° 45" 107 E

Thence south to point 19 at
29° 05 11”7 N and
32° 45 107 E

Thence east to point 20 at

29 05" 09" Noand -
32° 47" 5K~ E

Thence south to point 21 at
29° 05 00~ N and
32° 47 50~ E

Thence east to point 22 at
29° 05 00~ N and
32° 48" 19~ E

Thence south to -point 23 at
28* 57 ) 0 N and
32° 48" 1p~ E

Thence west to point 24 at
28° 57° 00 N and
J2° 4 55 R

|
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thence southerly to point 25 which is the intersection of
Longitude 32° 47’ 26” E with the high tide shoreline of the
west bank of the Gulf of Suez;

thence northerly. along high tide shoreline of the west
bank of the Gulf of Suez to point 26 which is the intersec-
tion of Latitude 29° 14" 40” N with the high tide shoreline
of the west bank of the Gulf of Suez;

FThenoe due east to point 27
29" 14 49” N and
32° 39 05" E

Thence due north to pont 28
20° 177 06" N and
32° 39 05 E

!

thence due west to point 29 which is the intersection of
Latitude 29° 17/ 05" N with the high tide shorelne on the |
west bank of the Gulf of Suez;

thence northerly along high tide shoreline of west bank
of Gulf of Suez to point 30, which is the intersection of sho-
reline and 29° 19’ 487 N Latitude

VAVA Lo ple Ve d (o) @l )8 sl e i

Thence east to point 31 at
20° 19" 48" N and
32° 36 00" E

Thenoc north to point 32 at
29° 21’ 21”7 N and
32° 36’ 00 E

Thence west to point 33 at
29° 21’ 21 N and
32° 34’ 48" E

thence north along high tide shoreline of west bank of
Gulf of Suez to point 1, the point of begining.
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ANNEX “C”

LETTER OF GUARANTY
CAIRO,

LETTER OF GUARANTY NO.

EGYPTIAN GENERAL PETROLEUM CORPORTION |

Gentlemen:

The Undersigned, Citibank, N.A., Cairo, Egypt, as Gua-
rantor, hereby guarantees to the Egyptian General Petro-
leum Corporation (hereinafter referred to as EGPCG) to the
~ limit of eight million (8.000.000} in U.S. Currency the per-
formancy by UNIONOIL SUEZ, LTD:GULF OIL SU-
EZ LIMITED AND OEMV SUEZ ERDOEL-AUFSU-
CHUNGSGESELLSCHAYT mbH (herein after collecti-
vely referred to as CONTRACTOR) of its obligations req-
uired for exploration operations to spend a minimum of
eight million (8,000,000} U.S. Dollars during the initial Th-
ree (3) years of the exploration period under Article IV of
that certamm Conocssion Agreement (heremafter referred to
as the “Agreement™) covering that Area described in An-
nexes “A” and "B’ of said Agreement, by and between the
Arab Republic of Egypt (hereinafter referred to as "A.R.-
E.”), EGPC and CONTRACTOR, dated

" It is understood that this Guaranty and the hability of the
Guarantor hereunder shall be reduced quarterly. during the
period of expenditure of said eight million (8,000,000)
U.S. Dollars by the amount of money expended by GON-
TRACTOR for such exploration operations during each
such quarter, Each such reduction shall be established by
the joint written statement of EGPC and CONTRACTOR.

In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of CONTRACTOR
prior to the fulfillment of said minimum expenditure obli-
gation under Article TV of this Agreement there shall be no

hability on the undersigned Guarantor for payment to
EGPC unless and until such liability has been established | ~
by written statement of EGPC setting forth the amount due
imder 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 CONTRACTOR and EGPC that the

Agreement between CONTRACTOR, A.R.E. and
EGPC has become effective according to its termis,
and said Guaranty shall become effective on the k-
fective Date of said Agreement.

This Letter of Guaranty shall in any event automa-
tically expire :

() Three {3) vears and six (6) months after the date
it becomes effective, or

at such time as the total of the amounts shown
on quarterly joint statements of EGPC and CON-
TRACTOR equals or exceeds the amount of said
minimum expenditure obligations, whichever i
earlier,

(b)

(3) Consequently, any claim in respect thereof should be
made to the Guarantor prior to either of said expiration
date at the latest accompanied by LEGPC’s written
statement, setting forth the amount of under expendi-

ture by CONTRACTOR to the cifect that :

(@) CONTRACTOR has failed to perform its expen-

diture obligations referred to in this Guaranty,
and

(b) CONTRACTOR has failed to pay the expen-

diture deficiency to EGPC.

We hereby declare that we have not exceeded the limit
glven to us by the Ministry of Finance with regards to the
issuing of letters of undertal-:mg '

Please return to us this Letter of Guaranty in the event
it dees not become effective, or upon the expary date.

Yours faithfully,
For Citibank, N.A., Cairo, Egypt

Accountant

(u)cb \ﬂ J-\-Jl

I U" t--Luu J‘
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ANNEX “D”
CHARTER OF
ZAFARANA PETROLEUM CGCOMPANY

ARTICLE I

A joint stock company having the nationality of the
ARAB REPUBLIC OF EGYPT shall be formed with the
authorization of the GOVERNMENT in accordance with
the provisions of the Agrecment 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 rcferred to below.

ARTICLE 11

The name of the Company is “Zafarana Petroleum Com-
pany , abbreviated as “ZAPCO”.

ARTICLE III

The Head Offic;- of ZAPCO shall be in the AR.E. in
Cairo.

ARTICLE 1V

The object of ZAPCO is to act as the agency through
which EGPC and UNTONOIL SUEZ, LTD., and GULF |
OIL SUEZ LIMITED, and OEMY SUEZ ERDOLE.-
AUFSUCHUNGSGESELLSCHAFT mbH.

(Hereinafter collectively referred to as “CONTRAC-
TOR”) carry out and conduct the Development operations
required in accordance with the provisions of the Agreement
signed on the 3rd day of June, 1979 by and between

" the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN |

GENERAL PETROLEUM CORPORATION and CON-
TRACTOR covering petroleum operations in Zafarana
Area desaribed therein.

ZAPCO shall also be the agency to carry out and conduct |

exploration operations after the date of Commercial Dis-
covery pursuant to CONTRACGTOR’s Work Program and
Budget approved in accordance with the Agreement.

ZAPCO shall keep account of all costs, expenses and ex-
penditures for such operations under the terms of the Agre-
ement and Annex “E” thereto.

ZAPCO shall not engage in any business or undertake
any activity beyond the performance of said operations.
%,
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ARTICLE V

The authorized capital of ZAPCO 1s twenty thousand
pounds Egyptian (L.E. 20,000) divided into five thousand
(9000) shares of common stock with a value of four pounds
Egyptian (L.E. 4) per shire having equal voting rights, fully
paid and non-assesable,

EGPC and CONTRACTOR shall cach pay for, hold
and own, throughout the life of ZAPCO referred to above,
cne-half (/2) of the capital stock of ZAPCQO, provided that
only in the event that either party should transfer or assign
the whole or any percentage of its ownership interest in the
entirety of the Agreement, may such transferring or assig-
ning party transfer or assign any of the capital stock of
ZAPCO and, in that event, such transferring or assigning
party {and its successors and assigns) must transfer and as-
sign a stock interest in ZAPCO equal to the transferred ox |
assigned whole or percentage of its ownership interest in the

entirety of the said Agreement.
ARTICLE VI

ZAPCO shall not own any #ight, title, interest or estate *
1 or under the Agreement or in any development leaso
created thereunder or in any of the petroleum produccd
from any exﬁlnratiﬂn block or development lease thereundes
cf in any of the assets, equipment or other propérty obtai- |
"ned or used in connection therewith, and shall not be obliga-
ted as a principal for the financing or performance of any

of the duties or obligations of either EGPC or CONTRAC-

TOR under the Agreement.
profit from any source whatever.

ARTICLE VII

ZAPCO shall be no more than an agent for EGPCG and
CONTRACTOR. Whenever it is indicated herein that
ZAPCO shall decide, take action or make a proposal and
- the like, it is understood that such decision or judgement
15 the result of the decision or judgement of CONTRAC-
TOR, or EGPC and CONTRACTOR, as nmy be rf:qu;tred

by the Agreement.

ARTICLE VIII

ZAPCO shall have a Board of Directors consisting of
eight (8) members, four (4} of whom shall be designated
by EGPC and the other four (4) by CONTRACTOR. The

)@U \ﬂ Sl s | b o]

o)

el o —

ZAPCO shall not make any |-

Chairman shall be designated by EGPC and shall also be
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s Managing Director. CONTRACTOR shall designate
the General Manager who shall also be a Managing Direc-

tor
ARTICLE IX
Meetings of the Board of Directors shall be valid it a
majority of the Directors are present and any decision
taken at such meetings must have the atfirmative vote of
six (6) 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 valid if a

.majority of the capital stock of ZAPGO 1s represented

thereat. Any decisions taken at such meetings must have
the affirmative vote of shareholders owning or represen-

~ ting a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations |

covering the terms and conditions of employment of the
personnel of ZAPCO employed directly by ZAPCO and
not assigned thereto by CONTRACTOR and EGPC.

The Board shall, . due course, draw up the By-Laws
of ZAPCO and such By-Laws shall be effective upon being

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

ARTICLE XI1I

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

_.In the Agreement.,

The duration of ZAPCO shall be for a period equal to
the duration of the said Agreement, including any renewal
thereof.

It shall be wound up and liquidated if the Agreement

referred to above is terminated for any reason as provided
for therein.

EGYPTIAN GENERAIL PETROLEUM
CORPORATION
BY .

- UNIONOIL SUEZ, LTD.

BY :

GULF OIL SUEZ LIMITED
BY :

OEMV SUEZ ERDOEL-AUFSUCHUNGSGESELLS-
CHAFT mbH
BY :
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ANNEX “E”

ACCOUNTING PROCEDURE

ARTICLE 1
GENERAL PROVISIONS

Definitions :

The definitions coatained in Article 1 of the Conces-

sion. Agreement shall apply to this Accounting Proce-

dure and have the same mearning.  Certain accounting

terms herein used are defined as follows :

(1)
(2)

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

“Non-Operator” means the parties to the Agre-
ement other than CONTRACTOR when it is
performing work.

2. Statements of Activity -

3.

A. CONTRACTOCR or Operating Company, as the

case may be, shall, pursuant to Article IV of the
Agreement, render to Non-Operator within thirty

(30} davs of the end of each quarter a Statement
of Exploration Activity reflecting all charges and
credits related to the Exploration operations for
that quarter summarized by appropriate classifi-
cations mmdicative of the pature thereof.

B. Ovperating énmmnv shall render to EGPC and

CONTRACTOR within thirty (30 davs of the
end of each month a Statement of Develonment
Activity reflecting all charges and credits related
to the Develovment omerations for that menth
strmmarized by apnronriate classifications indicn-
tive of the nattire therenf excent that items of
orntmilable material! and unusual charees and
credits shall be detailed.

Adjustments and Audits :

A. Each Statement of Eanloration Actvity shall

conclusively he presumed to be true and correct
after three (3) months following the teceipt of

!
|
|
|
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f cach statement by EGPC unless within the said
three {3) months EGPC takes written exception
thereto pursuant to Article IV (f) of the Agree-
ment. During said three (3) months period sup-

“porting decurnents will be available for inspection |

by EGPC during all working hours. CON'I-

RACTOR will have the same audit rights on

Operating Company statcments as EGPC under
this sub-paragraph-

B. All statements of Activity for Development for .

any Calendar Year shall conclusively be presu-
med to be true and correct twenty-four (24)
months following the c¢nd of any such year unless
within the satrd twenty-four (24) months period
; EGPC or CONTRACTOR takes written excep-

tion thereto. Pending expiration of said twenty

four (24) months EGPC or CONTRACTOR or
both of them shall have the right to audit Ope-
rating Company accounts, records and suppor-
ting documents for such year in the same manner
as provided in Article TV () of the Agreement.

4.  Currency Exchange -

CONTRACTOR’s hooks for Exploration and
Operating Company books for Development and Fix-
ploration, if any, shall be kept in the A R.E. in U.S.
Dollars. All U.S. Dollars expenditures shall be char-
ged in the amount expended. All Egyptian Pounds
expenditures shall be translated to U.S. Dollars at the
official buying rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which
expenditures are recorded, and all other non-U.S. Del-
lar expenditures shall be translated to U.S. Dollars at
the actual buying rate of exchange for such currency.
A record shall be kept of the exchange rates used in

translating Egyptian Pounds or other non-U.S. Dollar
expenditures to Dollars.

3. Precedence of Documents -

In the event of any inconsistency or contlict between
the provisions of this Accounting Procedure and the
provisicns of the Agreement treating the same subject

differently, then the provisions of the Agreement shall
prevail. l-
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6. Reuision of Accounting Procedure :

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

7. No Charge for interest on tnvestment :

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

ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRAC- |

TOR shall alone bear and, directly or through ZAPCO,
pay the following costs and expenses, which costs and ex-

penses shall be classified and treated in accordance with
Article VII of the Agreement

l.  Surface Rights :

All direct costs attributable to the acquisition, rene-
wal or relinquishment of surface rights acquired and
maintamned in force of the Area.

Labor and Related Costs : |

4. Salaries and wages of CONTRACTOR’s or Ope-
rating Company’s employees, as the case may be,
directly engaged in the various activities under
the Agreement including salaries and wages pai:
to geologists and other employees who are tem.-

Porarilyl assigned to and employed in such activit-
ics. With respect to expatriate employees, sala-
ries and wages consist of actual Base Salaries and

actual Foreign Service Premiums paid to such
employees.

B.  For expatriate employees permanently assigned to
Egypt: (1) all allowances applicable to salaries

and wages, (2) cost of established plans and (3)

all travel and relocation costs for such expatmate
employees and their families to and from the em-
ployee’s country or point of origin at the time of
employment, at the time of separation as a result

of tr:fnsfer from one location to another and for
vacatien, (T ransportation and relocation costs for
employees and their families transferring from

A.R.E. to another location other than their country

or point of origin shall not be charged to A.R.E.
operations}. Annual costs under this Sub-Parag-
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raph 2.B shall be equal to Eighty Five (85) percent
of annual salarics, wages and premiums chargeable
ander Sub-Paragraph 2.A.  Paragraph 9 and Sub-
Paragraph 11.A and 11.C of this Article 11.

The percentage outlined above reflects GON-
TRACTOR s actual cost as of the Effective Date
with regard to the following benefits, allowances

and costs

1. Housing and Utilities Allowance. 2. Com-
modities and Services Allowances. 3. Special
Rental Allowance. 4. Vacation Transportation
Allowance. 5. Vacation Travel Expense Allow-
ance. 6. Vacation Excess Baggage Allowance.
7. Education Allowances (children of expatnate
employees). 8. Hypothetical U.5. Tax Otfset
(which results in 2 reduction of the chargeable
percentage). 9. Retirement Plan. 10. Group Life
Insurance. 11. Group Medical Insurance. 12. Sick-
ness and Disability. 13. Vacation Plans Paid.
15. Educational Assistance.

17. FI1.CA.

14, Savings Plans.

16. Military Service Allowance.
18. Workmen’s Compensation. 19. Federal and

State Unemployment Insurance. 20. Personnel

Transfer Expense. 21. Any other Costs, Allowan-

ces and Benefits of a hke nature as established in
CONTRACTOR’s International Policies.

The percentage outlined above shall be reviewed at
intervals of three (3) years from the Effective Date
and at such time CONTRACTOR and EGPC
will agree on the percentage to be used under this
paragraph. Revisions of this percentage will take
into consideration variances in oosts and changes
in CONTRACTOR’s international policies which
change or exclude any of the above allowances,
benefits or costs or establish new allowanoes and
benefits. The revised percentace will reflect as
nearly as possible, CONTRACTOR’s actual costs
of all {ts established allowances and benefits and
of personnel transfers.
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For expatriate employees temporarily assigned o
Egypt all allowances, costs of established plans and
all travel relocation costs for such expatnate as

paid in accordance with CONTRACTOR s inter-

national policies.

Costs of expenditures or contributions made pur-
suant to law or assessments imposed by govern-
mental authority which are applicable te labor
cost of salaries and wages as provided under Sub-

Paragraphs 2.A and 2.8, Paragraph 9 and Sub-
Paragraphs 11.A and 11.C of this Artidle II.

Benefits, Allowances and Related Costs of National
Employees :

Bonuses, overtime, customary allowances and benefits
on a basis similar to that prevailing for Oil Companies

operating in A.R/E,; all as chargeable under Sub-Parag-
raph 2.A. Paragraph 9 and Sub-Paragraphs 11.A and
11.C of this Article II. Severance pay will be charged
at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum liability for sever-
ance payment as requited under the AR.E. Labcur

Law.
Matenial :

Material, equipment and supplies purchased or fur-
nished as such by CONTRACTOR or ZAPCO.

A. Purchases :
Material, equipment and supplies purchased shall
be at price paid by CONTRACTOR or ZAPCO
after deduction of all discounts actually received.

B. Material Furnished by CONTRACTOR :

Material requiret for operations shall be pur-
chascd directly whenever practicable, except that
CONTRACTOR may fumish such material
from CONTRACTOR s affiliates’ stocks outside
the A.R-E. under the following conditions :

(1) New Material (Conditioh “A”)

warchouse or other pro-

TOR’s affiliates’

perties shall be priced at cost, provided that |
the cost of material supplied is not higher

than intermational prices for material of
similar quality supplied on similar térms
prevailing at the time such material wag
supplied.

New material transferred from CONTRACQC: | |

i
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A, il

f (2) USEd Nlatﬁl*iﬂl [CDIldj.tiDIl “B” Hﬂd “C”)
(a)

Matial which is in sound and servi-
ceable condition and 1s suitable for re-
use without reconditioning shall be cla-
ssed as Conditton “B” and priced at
seventy-five (75) percent of the price of
new material.

Material which cannot be classified as
Condition “B” but which is serviceable
for original function but substantially
not suitable for reconditioning shall be
classed as Condition “C” and priced at
fifty (30) percent of the prlce of new
material.

()

Material which cannot be classified as
Condition “B” or Condition “C” shall
" be priced at a value commensurate
with its use-
(d)
nvolving erection costs shall be charged
at applicable percentage of knocked-
down new price.

C. Warranty of Materials Furnished by CONT-
RACTOR

CONTRACTOR does not warrant the material
furnsshed beyond or back of the dealer’s or manu-
facturer’s guaranty ; and in case of defective

material, credit shall not be recorded until adjus-
ment has been received by CONTRACTOR
from manufacturers or their agents.

5 Transportation and Employee Relocation Costs :

A. Transportation of equipment, materials and
supplies necessary for the conduct of CONTRAC-
TOR’s or ZAPCO’s activities.

B- Business Travel and Transportation expenses to
the extent covered by established policies of
CONTRACTOR or ZAPCO, with regard to
Expatriates and Nationals, as incurred and paid
by, or for, employees in the conduct of CONT-
RACTOR's or ZAPCO’s business.

C. FEmolovee transportation and relocation costs for
National employees to the extent CWErﬂd by
established policy of ZAPCO.

6 . Services :

A. Contract Services, cost of consultants, other ser-
vices and utilities procured from third parties.

\AVA 4 gl Ve 8 ("." ) C‘ll;' VA st ) oy ol

Tanks, buildings and other equpment |
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B. Cost of service performed by EGPC or by GON-

S Jallt 4T ALl g o A Slaa s WS (<)

TRACTOR or their Affiliated Companies in
facilitics inside or outside the A-R.E. Regular.
recurring, routine services, such as interpreting
magnetic tapes and / or other analyses, shall bﬁ
performed and charged by EGPC and/or CON-
TRACTOR or their Affiliated Companies at an
agreed price. Major projects involving enginee-
ring and design services shall be performed by
EGPC and/or CONTRACTOR or thar Affi-
liated Companies at a mnegotiated contract
amount. Use of EGP(C’s, CONTRACTOR's or

their Affiliated Companies wholly owned equip- |

ment shall be charged at a rental rate commen-
surate with the cost of ownership and operation,

but not in excess of competitive rates currently
prevailing in the A.RE.

Damages and Losses :

All costs or expenses necessary to replace or repair da-
mages ot losses incurred by fire, flood, storm, theft, acc-
ident or any other cause not controllable by CONTR-
CTOR or Operating Company through the exercise of
reasonable diligence. CONTRACTOR or Operating .
Company shall furnish Non-Operators written notioe of

damages or losses incurred in excess of ten thousand

(10,000) U.S. Dollars per occurrence, as soon as practi-
cable after report of the ‘same has been received by
CONTRACTOR or Operating Company.

Insurance and Claims:

The ccst of any public hability, property damage and
other insurance against liabtlities of CONTRACTOR,
Operating Company and /or the parties or any of them
to their employees and/or cutsiders as may be required

by the Laws, rules and regulations of the GOVERN-
MENT or as the parties may agree upon. The pro-
ceeds of any such insurance or claim colleoted shall be |
credited against operations.  If no insuranoe is carried
for a particular risk, all related actual expendatures
incurred and paid by CONTRACTOR or Operating
Companics in settlement of any and all losses, claims,

damages, judgements and any other expenses, includ-
ing legal services. )
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Camp overhead and facilities such as shore base, war- |
ehouses, water systems, road systems, salaries and expe-
‘nse of fleld supervisory personnel; field clerks, aswistan-
ts, .and other general employees ndirectly serving the |
Area, "'

10. Legal Expenses:

All costs and expenses of litigation, or legal services
stherwise necessary or expedient for the protection of |

113 () ¢ N

Indirect Expenses : - i

* the Area’ including attorney’s fees and expenses as her
cinafter provided, together with all judgements Dbtgin- |
od against the parties or any of them on actount of the
operations under the Agreement, and actual expenses
incurred by any party or parties hereto in securing evid-
ence for the purpose of defending against any action or
claim prosecuted or urged against the operations or the
subject matter of the Agreement, in the ¢vent actions |
ot claims affecting the intercsts hereunder ghall be
handled by the legal staff of one or more of the par-
ties hereto, a charge commensurate with cost of pro-
viding and furmishing such services may be made to

operations

11. ‘Administrative Overhead end General Expense :

A. While CONTRACTOR is conducting Explora:
fion activities. enst of staffine and maintainife

CONTRACTOR’s head office in the ARE.
and /or other offices established in the A.R.E-.
other than field offices which will be charged as
provided in Article 11, Paragraph 9 above. and
excenting salaries of emnlovees of CONTRAC-
TOR who are temporatily assirned to and direc-

tly serving on the Area. which will be charged
as provided in Article TT, Paragraph 2 above.

B. CONTRACTOR’s admimnistrative overhead otf-
side the AR.E apnlicable tn the A R.E. Explo- I
ration operation which will be charced each
month at the rate of five (5} rercent of trtal
Exploration exnenditures wh'le CONTRACTOR
is conducting Exploration activitles and at the
rate of two (?) percent of total Exnloration ex-
penditures while Onerating Comvany is condie-
ting Exploration activities. Nin ather direct char-
ges as such for CONTRACTOR administrative
nverhead ovtade the ARTF will e antfad
against the Exploration ahljgatian.  Fxamnles of

the type of costs CONTRACTOR is incurring

'11
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12. Taxes :

13,

'CGSt'

and charging hereunder due to activities under |\l a Al el ﬁ‘;ﬁ'iﬂ TP I A T G
the Agreement and covered by said percentages gl e ]l T o pm o3 sl

are . 1 " - ..
od g Wil Ledaai s LBl YIoas lgozzls oI LLa])
(1) Executive — Time of executive officers. o cpaadl b Gl a0l (\)
(2) Treasury  — Financial and exchange | o« aidl pge (Sl AU i) D &l (x)
problems.
(3) Purchasing -— Procuring materéals: equip- | ojlaalty o1l 5 Jpmmarndl uL:JJ-LI )
ment and supplies. . o Sbslaayis
{4) Exploration & Production PR | PR TR TR | W PO M QRN | P .:..;Jl' §
— Directing, advising and 5L S " < . ‘. ( )
controlling the entire pro- ' e Sy g Aol Gl
ject. |

(0) Other departments such as legal, comptrollers Ll dd a5, 1NE (g AN b la' (¢)

and engineering which coontribute time, UlJ‘-‘LJ leile plus 3 u‘,y r,,L__,g_j] Qr‘uljul:wl
knowledge and experience to the operation. ' ’ “dandl
'

The foregoing does not preclude charging for Sl AU ! 395 adbo I3 L J g Y

direct service under sub-paragraph 6- B of this |, . e r -
Article II. | - Bl dladn oo (@ — 0 ) 45018 A0 o gy _"-'"L:j:
v il

¢ Whil:(:) Oper:a.tm% Company is conducting activi- e Jond gt Gldaadh Wl & PRI By (=}
ties rat; ompany’ : ) - |
, Operating pany's personnel engaged in o Lol LS YR ripe AT RN

general clerical and oifice work, supervisors and | < ) o .
officers whm time is generally spent in the main | ot Ly sl sl o5y 4Ot JleeYW o Ok

office and not in the ficld, and all cmployees | oo M S O hole diss iy O puats (p M) (il U
generally considered as general and administra- Cye aale ddias Og pam ol b S\ i Jast 5 e
tive and not charged to other types of expense, s ‘H’..{ 2 o Vi ooVl £ G gand! Lﬁ_}g_,ﬂ

will be charged to operations.  Such ex '

Fations, PEISES | (€ iy wkl o 5 g5 cligall w AT 5 g
| shall be allocated each month between Explora- S ol a-lf o3 HJIAI' _u‘ \J e
tion and Development operations according to Clel 2Vl o 4l Dbbirs Lol Silhee Gy e
sound and practicable accounting methods. | ¢ el dadodt 4onlal)
o S A Y
taxes, duties or lev d in the y e w | ' - :

Or levies paid in the A.R.E. by CON- i3 L all (@it 3l A8l oyl E LA DK

T‘BACTOR or Operating Company with respect to !, 1, o ygease Shleadl LR &S, oY Jstall ( 'C'f"E) S
this Agreement other than those covered by Paragraph sl L o ( \ ‘,) a_idl\ C_,_,,,_,,. Jl‘,..a]l o Lt b 3l .

(f) (1} of Article 111 of the Agreement. PRI L
o | st a
Continuing CONTRACTOR CGosts - '- P B aadt Jalill LIS

Cost of CONTRACTOR activit : ﬁ
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Any costs, cxpenses or expenditures, other than those
which are covered and dealt with by the foregoing
provisions of this Article 11, incurred by CONTRAC-
TOR or Operating Company under approved Work
Programs and Budgets.

ARTICLE 1III
INVENTORIES

Periodic Inventontes, Notice and Representation

At reasonable mtervals as agreed upon by EGPC and
CONTRACGTOR mventories shall be taken by Ope-
rating Company of the operations material, which shall
include all such material, physical assets and construc-
tion projects. Written notice of intention to take in-
ventory shall be given by Operating Company to EGPC
and CONTRACTOR at least thirty (30) days before |
any inventory is to begin so that EGPC and CON-
TRACTOR may be represented when any inventory
is taken. Failure of EGPC and/or CONTRACTOR
to be represented at an-inventory shall bind them to
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accept the mventory taken by Operating Company
who shall, in that event, furnish the party not repre-
sented with a copy thereof.

Reconciliation and Adjustment of inventories :
Reconcihation of inventory shall be made by CON-
TRACTOR and EGPC,- and a list of averages and
shortages shall be jointly determined by Operating
Company and GONTRACTOR and EGPC, and the
inventory adjusted by Operating Company.

]

ARTICLE 1V

COST RECOVERY

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

CONTRACTOR shall, pursuant to Article VIT of
the Agreement, render to EGPC as promptly as prac-
ticable but not later than thirty (30) days after receipt
from Operating Company of the Statements for Deve- |
lopment and Exploration Activity for the last month
of a quarter a statement for that quarter showing :

(2)

Recoverable costs carried from the previous quar -
ter, if any.
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(1) Recoverable costs incurred during the quarter.

(i8) Total recoverable costs for the quarter, (1) + {u).

(tv) Value of Cost Recovery Crude Oil taken and
separately disposed of by CONTRACTOR lor

the quarter.

Amount of costs racovered for the quarter.

(v)

(v1) Amount of recoverable costs carrited into the suc-
ceeding quarter, if any.

(vit) Excess, if any, of the valuc of Cost Recovery
Crude QOil taken and separately disposed of by

CONTRACTOR over coosts recovered for. the
quarter.

Payments :

If such statement shows an amount due EGPC, pay-
ment of that amount shall be made m U.S. Dollars by
CONTRACTOR to EGPC with the rendition of such

statement.

Audit Right :
EGPC shall have a period of twelve (12)

from receipt of any statement under this Article 1V
in which to audit and raise objection to any suoh state-
ment, EGPC and CONTRACTOR shall agree on any
requrired adjﬁstment. Supporting documents and ac-
counts will be available to EGPC during said twelve

(12) month period-

months

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Aacounts

CONTRACTOR will establish an Exploration Obli-
gation Control Account and an off-setting contra ac-
count to control therein the total amount of Lxploraticn
expenditures reported on Statements of Activity prepsi-
red per Article L.2.A hereof, less any reductions agreed

to by EGPC and CONTRACTOR {ullowing writien

exceptions taken by a Non-operator pursuant to Article
[.3.A hereof, in order to determme when minimum

Exploration Obligation have been met.

1.

»

el cadoy sl il ol f VI Lol I I (v)
o 42 C:J

"CEN] oo F 3y oW Aol I AT v (Yi)
¢ (" +. A )

o Wy ¢ TN Sl Y aasll el e JT4ed (4)
s ) gp 4 Ol sl ke

SR IPVERREI A I A [ [ ey )

Wl J s JE 5l 2l Lol ) I s (3).
* o> 9 Ol guﬂ:jl

G AL 213 2 ¥ meaill ) ) S 8oL ()
B0 oF 3 el T e Joldll ad G wis ade Jaas

o Dt O ¢ A

: .._.:lr._,s.kll -X

s b gl Gomes fhee 3 g2y Sl caisTl gl 154
LG 4 saacll ;..:EY‘,H Sh5Y % Ll S5l aay Al
v a8t All aasO P A

: d..:;i‘_,li O —

AL A | el (AY) ke 15,8 3 Ged) gl 0,0
2o At Bl ods 8 Lot Jlall Gl e (s (Y
:‘-Li.:;“ua..n_,fhlo ‘ *'}r}_}u..i.gll'l-l hh}*m‘@hld
.._.:LL.:J‘ g_,ﬁ'; 4 l.a:u_glﬁ-.'l ',.Jlf. -;_:_')‘\..)_-L_..#J (5"‘ LfL:' JJL_AU:
| e .(“);-"‘t" PP B T Ceg (LS | B PO P R N ECOMA
‘ r“a.ﬁ.}fi“

LﬁH'"EJL_“
e Olblanl o ui}ll 1Y WS
QGICEN] G P i e PR WP
uALu.Jt l,__,'i'L—uA:j]iﬂ ;_..-.:..“ " ‘J_._H 4.._:'11JJ. b beum J*IL_#-L

b bladh b a8 B ) I Gl Sl CJL.» petma 431 L J..lnli

3 ll.x.{‘_,a,.llil..mu,.1___~;¢Jou;‘;Jh:L_lh_‘..=_-ﬂa.ull
Ol Y Jalally Sl Ughe Gis saaton Sl
5,88  JoV Bolad 15 ¢ SoLLeall (.flzn g o !
S Al el It )b e ll3y ¢ Gl e e (T v)
. Lol uouJm .




64

P ——— bR T T TR NS S

2. Cost Recovery Control Account :

CONTRACTOR will establish a cost Recovery Con-
trol Account and an offsetting contra account to con-
trol therein the amount of cost rcmaining to be reco-
vered, if any, the amount of oost recovered, and the
value of Excess Cost Recovery Crude Oil, if any.

Major Accounts :

\
For the purpose of classifying costs, expenses and
expenditures for cost recovery as well as for the pur- |
posc of establishing when the Exploration obligation
has been met, costs, expenses and expenditures shall be
recorded tn major accounts including the following :
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Exploration Expenditures

Development Expenditures other than Operating
Expenses.

Operating Expenses.

Necessary sub-aocounts shall be used.

o

Revenue accounts shall be maintained by CONTRAC-

TOR to the extent necessary for the control of recovery of |

costs and treatmenit of Cost Recovery Crude Oil.
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