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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAE REPUBiIC OF EGYPT

AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
DEMINEX MIDDLE EAST Oll. COMPANY LIMITED

PETROFINA EXPLORATION COMPANY (EGYPT) B.V.

AND
HISPANICA DE PETROLEOS §.A. (HISPANOIL)

~ AND
OMY AKTIENGESELLSCHAYT

IN
ONSHORE GEBEL ZEIT AREA

SUEZ GULF BASIN

This Agreement made and entered on this day of 304
APRIL, 1984, by and between the ARAB REPUBLIC OF EGYPT
~{hereinafter referred to variously as “A.R:E. or as the "GOVERN.-

MENT”), the EGYPTIAN GENERAL PETROLEUM GORFO-
RATION, a legal entity created by Law No. [67 of 1958 as amen-
ded (her emafi;(,r referred to as “EGPC’’) aud DEMINEX MIDDLE
EAST OIL COMPANY LIMITED, a company organized and
existing under the laws of the Commonwealth of the Bahamas
(hereinafter referred to as “DEMINEX”) and PETROFINA
EXPLORATION COMPANY (EGYPT) B.V., a comfpany or-
ganized and existing under the laws of the Klrlgdom of the Nether-
lauds (hereinafter referred to as “PETROFINA”) and HISPA-
NICA DE PETROLEOS S.A. (HISPANOIL), a comgany arga-
nized and existing under the laws of the Kingdom of Spam (herer-
nafter referred to as “HISPANOIL”) and OMV AKTIFNGE-
SELLSCHAFT, a company organized and exssting under ‘the laws
of the chubhc of Austria (hereinafter referred to as “OMV”
hereinafter referred to -varipusly collectively as “DEMINEX—-GR—
OouPp” or as CCONTRAGTOR?).
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WITNESSETH

WHEREAS, all minerals including petroleum, cxisting 1n
mines and quarries in A.R.E ., including the territorial waters, and
in the seabed subjcct to its Jurlsdlctmn and extending beyond
the territorial waters, are the property of the State ; and

WHEREAS, EGPC has applied for as excluswe COLLCESSION

tor the e\ploratmn and exploitation of petroleum in and throug-
hout the area referred to in Article II, and described In Annex

“A” and showa approximately on Annex “B” Wthh are attached
hereto and made part hereof ; and

WHEREAS, 'the'DEMINEX-GROUP agrees to undertake
its obligations provided hereinafter as contractor with respect
to the exploration, development and production of petroleum mn
sald Area ; and ' '

WHERFAS, the GOVERNMENT desires hereby” to grant
such CONGESSION : and

WHEREA S, the Minister of Petroleum pursuant to the £rovi-
sions of Law No. 86 of 1956, may enter into a concession agreement
with EGPC and with the DEMINEX-GROUP, as contractor
in the Area. o L . : ;- _

NOW :thefefei‘e',j the parties hereto agree as follows :

ARTICLE I

DZFINITIONS

(¢) “Exploration” shall inclide such geological, geophysical,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
holes, core hcles _stratigraphic_tests, holes for the dlscovery!
of Petroleum or the appralsal of Petroleum discoveries and



{\.‘J\i ;GL..A ‘JAJLI- f\ u-! (-..?-) )_}L h\r .5-\.\“-- i—-ﬂw)‘ ;AE.J.*“ *r

Ol aadls Olaght s Sbolaa¥l e Uy zadl 5Tl 25 ¢ I il
Jmenll el B0l g L Ly Al sy ¢ elidy Lkl
- o adalall OLITLI S

Sl GIS JmJ‘ ot JE oo ke es adl y (O)

a3lEY ode B (3 suamall St TR NG,
4. LY saa JL $ sAcTall -....:L_g'_f,_:“_g ‘}.u-." E“"‘ = aha 21 o

L g L
t}\aﬂ-'(:——v‘__f Ji#l'.” h.)L:‘,JL____l‘ 4::;;: &:dj """-“‘"'JJE:" __-‘
U"‘fb-;f u'“ PEE=N o~ Ve o . LbT pv Sy

o -SAll o
N Gl s dans iy Lty ddiag o
R | duL.a -l:»}ujj_jf-l-«dj .LJJG.T@__T

CL&V 4alazll s_.rL...l.;.-“_, aﬂ::-'ﬂl ;._JM..‘“..H_, ;._JK....JI_’ ..L,La;”_’
Codlass 4 .LLa.:-YhJJJ.Jt | oY ade Lot 0T Jasss

‘L.:L.u.!} ‘dﬂ.}_’ 4'~‘... JLA...*“ _::S: Jl.:j‘ J‘J"ﬂ"l: 4:1_}‘:.-'} 4-:..:..33} b.}‘-‘&-‘:
S~ Dles 2lla )05 Slils dbi s kel Ulew pllly
' s ¢ oy 2LY ;s_},lﬂl

@, 200 L sY) _,,‘i el o Leayds oosmddly Wit _
« Y o \ LgJ; Ja',.;;:..u MS}L 4l :j__,llﬂ| _ﬁ

JIR IR RS e B P N LI S WP S PR [ (=)
\)___,J 4*_§3 Sl _,..__......4-‘ e lla.ii'l JL,;“ 4 __T.l_.;“ A g...lam;'ﬂ
Iyanll 3 F iy tede 2n B A 6 AV Ly 55,09
SIS o3 s b F Tl o lp iz s csf‘if G L Lk
. v lga alins Os ,...".'5“,!.‘4.9[{}



VWAL e by i (=) 5\ sl Lo I By i

other related holes and wells, and the purchase or acqulsltlm

of such supplies, materials and equip ment therefore, all as may
be contained in the approved Work Programs and Budgets.

The verb “explore” means the act of condu cting exploration.

(h) “Development” shall include, but not be limited to, all the

operations and. activities pursuant to approved Work Progr-
~ams and Budgets under this Asreement with respect to :

(1) The drilling, plugging, deepening, side tracking, redril-
ling, completing, equipping of development wells, the
changing of the status of a well from oil well to water

well and vice versa and

(2¢) Design, engineering, construction, installation, servicing
and maintenance of equipment, lines, systems, facilities,
plaats and related operations to produce and operate
sald developmeat wells, taking, saving, treating, handling,
storing, flaring, transporting and delivering petroleum,
repressuring, recyeling and  other sccondary recovery

Lrojects, and

() Transportation, 'sioragc and any other work or activities--
necessary or ancillary to the activities specified in () and
(21).
(¢) “Petroleum” means liquid crude oil of various densities, as-
rhalt, gas, casinghead gas and all other hydrocarbon substan-
ces that may be found is, and produced, or otherwise obtained

and saved from the Area under this Agreement, and all subs-

tances that may be .extracted therefrom,
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(d) “Liquid Crude O1l” or “Crude Oil” or “Oil” means any
hydrocarbon produced from the Area which is in a liquid
state at the wellhead or lease separators or which is extracted
from the gas or casinghead gas in 2 rlant. Such term in-

cludes distillate and condensate.

(¢) ““Gas” 1s natural gas both associated and non-associated, and
all of its constituent elements produced fiom any well in the
Area and all nonhydrocarbon substances therein. Said term

shall include residual gas.

(f) A “barrel” shall consist of forty-qwo (42) United States gal-
lons, liquid measure, corrected to a tempcrature of sixty {60)
degrees Fahrenheit.

(g) “Commercial Well” means the first well in any geological fea-
ture which after testing for a périod of not more than thirty
(30) consecutive days where practical, but v any event in
accordance with sound and accepted industry production
practices, and verified by EGP(, 1s found to be capable of
producing at the average rate of not less than one thousand
and five hundred (1,500) barrels of oil per day (BOPD}. The
date of discovery of a “Commercial Well” is the date on
which such well is completed and tested accerding to the
above.

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

(z) “Effective Date” nicans the date on which the text of this
Agreement 1s signed by the GOVERNMENT, EGPC and
- CGONTRACTOR, after the relevant Law is issued.

(1) “Year” or “Calendar Year” meaps a period .of twelve (12}
months according to the Gregorian Calendar.
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(k) “Fina.:r}c.ia,l Year” means the GCOVERNMENT’s financial
year according to the -Laws and regulations of the A.R.E.

(/) “Tax Year” means the period of twelve (12) months accor-
ding to the Laws and regulations of the A.R.FE.

(m) An “Affiliated Company”’ means a company

(t) The share capital, conferrin g a majority of votes at stock-
holders’ meetings of such company, of which is owned
directly or indirectly by a party hereto ; or

(22) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ nieeting
of a party hereto ; or

(221) Whose share capital conferring a majority of votes at
stockholders’ meetings of such company and the share
Capital conferring a majority of votes at stockholders’
meetings of a party hereto are owned directly or
mdirectly by the same company.

(n) “Exploration Block” Shall mean an area, the corner polints
of which have to be eoincident with 1’ X ¥ latitude and longi-
tude divisions according to the Internatiopal Grid System
where possible or with the existing boundaries of the Area

covered by this Concession Agreement as set out in Apnex
“A"! '

(’ﬂ) “Development Block” Shall mean an area, the corner points
of which have to be coincident with 1> X 1° latitude and longi-
tude divisians according to the International Grid System
where pos_Sible or with the existing boundaries of The Area

| eevcrcd-' by this comcession 'Agfecmcnf as set out Ix Annex
“A”.
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(p) “Development Lease {s)”* shall mean all or partot 2 develop-
ment block or blocks covering the geological structure capable
of production, the corner poimts of which have to be COIn Cl-
dent with 1’ X 1’ latitude and longitude divisions according
to the International Grid System where possible or with the

cxisting boundaries of the Area covered by this Concession
Agreement as set out in Annex “A”.

(9) Wherever the terms “DEMINEX-GROUP”, “CONTRA-
CTOR”, “DEMINEX” “PETROFINA”, <“HISPANOIL”

or “OMV? are mentioned in this Agreement, such terms shall

also include the assignees of «“DEMINEX”. “PETROFINA”,
“HISPANOIL” and “OMV™ resp ectively. -

ARTICLE 11

ANNEXES TO THE AGREEMENYT

Annex “A” is a description of the Area covered and aflected
by this Agreement, hereinafter referred to as the “Area™.

Annex “B” is provisicnal illustrative map on the scale of
1 : 250 000 indicating the Arca covered and affected by this
sgrecment and described in Annex “A”.

Aanex “C” is the form of a Letter of Guaranty to by issued
by the National Bank of Egypt and to be submitted by CONTRA-
CTOR one day before the time of signature by the Mimister cf
Petroleum of this Agreement, for the sum of Seven Mallion
(7.000.000) U.S. Dollars guaranteeing the execution of CONT-
RACTOR’s minimum exploration obligations hereunder for the
initial three (3) year exploration period. In case CONTRACTORKR
extends the initial exploration period for two(2) additional periods
of one (1) year each in accordance with Article 111 (b) of this
Agreement, a similar Letter of Guaranty for ecach extension pe-
riod shall be issued by the National Bank of Egypt and be submi-
tted by CONTRACTOR one (1) day before the CONTRACTOR
exercises its option ; each such Letter of Guaranty shall be for
the sum of six million (6.000.000) 11.S. Dcllars less any excess
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expenditures of the preceding exploration peried to be permitted
for carry forward in accordance with Aricle IV (b) 3rd paragraph
of this Agreement. FEach such guaranty shall remram cffective
for six (6) months after the end eof the exploration period ior
which 1t has been 1ssued except that it may be relcased prior to
that time in aecordanece with the terms thereof.

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

Annex “E” js the Accounting Procedure.

Annexes “Af’", “B” «@°, “B, and ‘““E’” to this Agrecment
are hereby made part hereof, and they shall be considered as
having equal force and eflect with the provisions of this Agreement.

AR'FYCLE IH
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and DEMINEX,
PETROFINA, HISPANOIL and OMV as CONFRACTOR
subject to the terms, covenants and conditions set ont m this Agree-
ment, which insofar as they are comtrary t6 or mconsistent with any
provisions of Law Ne. 66 of 1953, as amended, shall have the force

-

of Law, anr exclusive concession in aad to the Area described
Annexes “A” and “B”.

(a) The GOVERNMENT shall own and be entitled, as herena-
fter provided to a royalty in cash or in kied of ten (10) per-
eent of the total quantity of Petroleum produced and saved
from the Avea during the devclopment peried including rene-
wal. Said royalty shall be borne and paid by EGPC and shall
nct be the obligation of the CONTRACTOR. The payment
of royalties by EGPG shall not be decmcd to result in
incone attributable to the CONTRACTOR.
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(%) An initial exploration period of three (3) years shall start from
the Effective Date. |

Two successive extensions to the initial exploration period of

one (1) year each shall be granted to CONTRACTOR at
its option upon thirty (30) days prior written notice to EGPC
and subject only to its having fulblled 1ts obligations hereunder
for the preceding period. The Agrecment shall be terminated
if no Commercial Discovery is established by the erd of the
fifth (S5th) vear of the exploration period. However, such
period may be extended at CONTRA CTOR’s option for up
to six months to enable the completion of drilling aud testing
of any well actually drillirg or testing at the erd of the fifth

(Sth) year exploration period, but shall rot exceed this pe-
riod by more than six months. The election by EGPC to

undertake a sole risk venture under paragraph (c) immedia-
tely hereafter shall not extend the exploration period nor
affect the termination of the Agreement as to CONTRACGC-

TOR. -

(¢) “COMMERCIAL DISCOVERY” : after discovery of a
Commercial Well, CONTRACTOR shall, unless othe;wise
agreed upon, undertake, as part of 1ts exploration pr_ograxﬁ the
appmisal of the 'discimff:ry bw, drilling one or more additional
wells, to determine whether such discovery 1s worthy of being
developed commercially, ‘taking mnto consideration the reco-
verable reserves, production, pipeline and terminal facilities
required, estimated crude oil prices, and all other relevant

b
i

technical and ecoromic factors.

A commercial Discovery may consist of one producing reser-
voir or a group of producing reservoirs which after appraisal
is worthy of being develop ed commercially. CONTRACTOR
shall g_ivé notice of a Commercial Discovery to EGPC immé-
diately after the c‘liscquery'*is:considered by CONTRACTOR
to be ng‘fhr}r of : commercial dev f:ldifJ ment but’in any v eht
not later than the completion of the second. “exploration’’
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appraisal well, or twelve (12) months following the date of
the discovery of the Commercial Well, whichever is earlier ;
except that the CONTRACTOR shall also have the right to
give such nétice of Commercial Discovery with respect to
any reservoir or reservoirs even 1f the well or wells thereon
are not “Commercial’” within the definition of “Commercial

Well” if, in its opinion, a reservoir or a group of reservoirs,
considered collectively, could be worthy of development.

Following receipt of such notice EGPC and CONTRACTOR

shall -meet. and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial Disco-

very. ._T'he date of Gommercial Discovery shall be the date
EGPC and CONTRACTOR mutually agree that a Commer-

cial Discovery exists.

If Grud_e Qil is discovered but 1s not deemed by CONTRA.-
CTOR to be a Commercial Discovery under the above provi-
sions of this para.gfaph (¢c), EGPC shall one (1) month after
the eﬁpirafion of the pt:-:ri(jd specified above within which CON-
TRACTOR can give notice of Commercial Discovery, or
fifteen (15) months after the completion of a well not consi-
dered. a Commercial Well, have the right following sixty (60)
days notice in  writing to GONTRAGTOR, at its sole COost,
risk and exXpenses, to develop, produce and dispose of all Crude
Oil from the geological feature on which the well has been
drilled. Said notice shall state the specific arca covering
said geological feature to be developed, the wells to be drilledt

the production facilities to be installed and EGP(’s estimated
cost thereot.
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Within thirty (30) days afterreceipt of said notice CONTRA-

CTOR may, in writing, clect to develop such area as provi-

ded for in the case of Commercial Discovery hereunder. In

such event all terms of this Agreement shall continue to apply

to the specified area.

If CONTRACTOR elects not to develop such area, the spe-
cific area covering said gecological feature shall be set aside

for sole risk operations by EGPC ; EGPC shall be entitled to

perform, or in the event Operating Company referred to in

Article VI bas come into existence, to have Operating Com-

pany perform such operations for 1t at ECl}PC’s sole cost, risk

and experses. When EGPC has recovered from the Crude
Oil produced from such specific area a quantity of Crude
O1l equal in value to three hundred (300) percent of the cost
it has incurred 1n carrying out the sole risk operations, GON-
TRACTOR shall have the option, only in the event there
has been a separate Commercial Discovery, to share in further
development an;d production of that spéciﬁc Area upon pay-
ing EGPC one huﬁdred (100) percent of such costs incurred
by EGPC. Such one hundred (100) percent pavment shall
be recovered by CONTRACTOR from Cost Recovery Crude
Oil n the h.ormal marner {for the recovery of expenses under
Article VII (a). Immediately followmg such payment the
specific area shall éither (1) revert to the status of an ordipary

Development Lease under this Agreement and thereafter shall
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be opmated in accerdance with the terms hiereof ; or (11) alter-
natively,-in the event that at sueh time EGPC or 1ts affiliated

company is conducting all development operations m the

area at its sole expense and EGPG elects to continue opera-
ting the area shall remamn set aside and CONTRACTOR

shall only be entitled to its production sharing percentage of
the Crude Oil as specified in Article VII (b) below.

The sole risk Crude O1l shall be valued m the manner provided
in paragraph (c) of Article VII. In the event of any termina-
tion of this Agreement under the provisions of paragraph (b)
above this Agreement shall, however, contmue-to apply to
EGPC’s operation of any scﬂe risk venture hereunder, although
such Agreement shall have been terminated with respect to
CONTRACTOR pursuant to the provisiens of said paragraph
(b) above.

{(d) The dcvclopment period shall be twenty (20) years from the
“date of the first Commercial Discovery which relates to such
Development Lease. This period may be renewed for an
additional period of (5) years at the option of GONTRACGTOR
upon six (6) months prior written notice to EGPC. Follo-
wing Commercial Discovery the extent of the whole area
capable of production to be covered by Development Lease
or Leases shall be mutually agreed upon by EGPC and CON-
TRACTOR and be subject to the approval of the Minister
of Petroleum. such arca shall then be converted 1aut6nfatica-
lly into a Development Lease or ILeases without the issuance
of any additional legal instrumernrt or permission. ‘

Development operations thereafter shall be started promptly
hy Operating Company and be conducted in accordance with
good oil field practices and accepted petroleum engineering
principles, until the freld is consdered to be fully developed.
In the event mo commercial production of Petrolenm in regu-
lar shipments is established in any Bevelopment Block within
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four (4) ycars from the date of the approval of the Minister
of Petroleum referred to hereinabove, such a Development
Block shall immediately be surrendered unless otherwise agr-

eed upon by EGPC.

(¢) CONTRACGTOR shall bear and pay all the costs and expen-
ses required in carrying out all the operations under this

Agreement but such costs and expenses shall not include any
- terest on investment, and CONTRACTOR shzall look only
to the Petroleum to which 1t is entitled under this Agreement
to recover such costs and expcenses. Such costs and expenses
shall be recoverable as pmviacd in Article VII. Duriﬁg' 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 accordance with
the provisions of Article VIL

(f) 1. CQNTRACTOR shall be subject to the laws in force In
the A.R.E."and the political subdivisions thereoct, which
impose taxes on Or are measured by income or profits,
including those laws imposing the commercial and
industrial profits tax, municipal tax, defense tax, and
national security tax on income and dividends paid with
respect toshareholders (hereinafter referred {0 as “A.R.E.”
Income Tax”’), and except as otherwise provided in
the Agreemeat, shall comply with requirement of such
laws with 'réspect to thefiling of returns the assessment
of tax, and the keeping for review bv authorized persons

of books and records.

Any A.RE. Income Taxesas described above which
may be levied against CONTRACTOR or 1ts share-
holders as a result ot CONTRACTOR’s activities under
this Agfeeiﬁéﬁt shall be the responsibility of EGPC.
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It is expressly agreed and acknowledged that EGPC’s
share of the volume of Grude Oil as determired urder
Article VII ircludes a volume of Crude Oil to meet
CONTRACTOR’s AR.E. Income Taxes as described
above in this paragraph (f) (1). FGPG agrees *hat pro-
ceeds from such Crude Oil volumes will be used to
meet CONTRACTOR’s Inconie Tax liabiity in A.R.E.

as and when due.

2. For purposes of applving paragrapl {I') (1) of this Article,
the total taxable income of CONTRACTOR (ircluaing
its shareholders) in respect of any Tax Year shall be an
amount calculated as follows

() The total of the sums received by CONTRACTOR
from the sale or other disposition of all Cruve it
acquired by CONTRAUCTOR puisuant to Articie
VII, pacagraphs (a) and (b) ;

LESS
(2) The costs and expenses of GONTRACTOR

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

(b)) The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Qil taken and separately disposed of by CONT-
RACTOR pursuant to Article VI1I, paragraph

(@) (2)
PLUS
(#) An amount equal to CONTRAGIOR’s A.R.E,

Income Taxes

3. EGPC shall assume, pav and discharge, on behalt of GO~
NTRACTOR, CONTRACTOR’s A.R E. Income Ta-
Xes out of the sums received by EGPC from the sale or
pthcr d_isposition *:of its share of the Crude Oil '
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4. EGFPG shall turnish to GONTRA CTOR theproper official
receipt evidericing the payment of CONTRACTOR’s

A.R.E. Income Taxes within sixty (60) days following
the receipts by EGPC of CONTRACTOR’s tax declara-
tion for the preceding Tax Year. Such receiptsshall be
1ssued by the proper Tax Authorities and shall state the
amount and other particulars customary for such receipts

(2) In calculating its A.R E. Income Taxes, EGPC shall be eititl-
ed to deduct rovalties paid by EGPC to the GOVERNMENT

and the ARE. Income Taxes of CONTRACTOR paid by
EGPG on CONTRACGTOR’s behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERICD

(a) CONTRACTOR shall commence exploration operations
herelmder pot later than six (6) months after the Effective

Date.Not later than the end of the twenty-fourth (24th) month
after the Effective Date, CONTRACTOR shall start explor-
ation drilling in the Area, with a commitment of drilling
two (2! wells during the initial exploration peried. EGPC
shall make available for CONTRAGTOR’s use all seismic,
wells and other exploration data in EGPC’s possession with

respect to the Area.

The initial exploration period shall be three (3) years.
CONTRACTOR may extend this exploration period for two
(2) additional periods of one (1) year each respectively in
accordan ce with Article IIT (b), each upon a thirty (30) days
prior written notice to EGPC subject to its fulfillment of its
minimum exploration obligations for the then current period.

(¢
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CONTRACTOR shall spend a minimum of seven million
(7,000,000) U.S. Dollars on exploration op erations and
activities related thercto during the initial three (3) year
exploration period. During such period. CONTRACTOR

shall drill 2 minimum of two (2) wells.

Jor the first one (1) year period that CONTRA CTOR elects
s0 extend beyond the initial exploration period, CONTRAC-
TOR shall spend 2 minimum of six miilion (6,000,000) U.S.

Dollars and for the second one (1) vear extension pertad,
CONT RACTOR shall spend a minimum of six million
(6,000,000) U.S. Dollars. During each of such extensions
CONTRACTOR shall drill a minimum of two (2) wells.

Should CONTRACTOR spend more than the minimum
amount required to be expended or driil more thar the miini-
mum number of wells required to be drilled during the initial
three (3) year exploration period or cduring the period thereat-
ter, the excess expenditures and/or the excess wells drilled
may be subtracted from the minimum amount of money
required to be expended and/or the minimum number of wells
to be drilled by CONTRACTOR during any succeeding
exploration period or periods. in no event excess expendi-
tures shall be carried forward if the minimum drilling obliga-
tions have not been fulfilled. Any carry forward of excess
expenditures shall not reduce the minimuim drilling obligations.
In case CONTRACTOR surrenders its exploration obligations
n this Agreement as set forth above bLiefore or at the end of
ihe third (3rd) vear of the initial period, having expended less
tan the total sum of seven million (7,000,000) U.S. Dollars
on exploration or in the event at the end of the thud {3rd) vear
CONTRACTOR has expended less than said sum in the
Area, an amount equal to the difference between the said
seven m—_illion (7,000,000) U.S. Dollars and the amount
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actually spent on cxjpioration activities shall be paid by CO-
NTRACTOR to EGPC at the time of surrendering or within
three (3) months irom the end of the year of the initial cxplor-
ation period, as ti:c case may be. Any expenditure dificiency
by CONTRAGTOR at the end of any additional period for
the reasons above noted, shall similarly result 1n a payment

by CONTRACTOR to EGPC of such deficiency. Provided
this Agreement i1s still in force as to CONTRACTOR, GON-
TRACTOR shall be entatled to recover any such payments
as HExploration Expenditure in the manner provided for wader
Article VII in the event of commercial production.

Without prejudice to Article III (b), in case no Commercial
Discovery 1s established by the end of the fifth (5th) vear, or
in case CONTRACTOR surrenders its exploration obligations
under this Agreement prior to such time EGPG shall not bear
any of aforesaid expenses spent by CONTRACTOR.

At least four (4) months prior to the beginning of each Finan-
cial Year or such other times as may mutually be agreed to
by EGPC and CONTRACTOR, CONTRACTOR shall
prepare an Exploration Work Program and Budget for the
Area setting forth the exploration operations which CONTR.-
ACTOR proposes out carrv out during the ensuing year.

During the exploration pertod, such Work Program and Bud-
get shall be at least sufficient to satisfty CONTRACTOR’s

minirnum exploration obligations for the period it covers,
taking into account any credits for excess expenditures by

CONTRACTOR i1 prior exploration period.

The Exploration Work Program and Budget shall be reviewed
by a joint Committee to be established by EGPC and CON-
TRACTOR after the Effective Date of this Agreement. Th-
1s Committee, heremafter referred to as the “Exploration
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Advisory Committee’’, shall consist of six (6) members, three
(3) of whom shall be appointed by EGPG and three (3) by
CONTRACTOR. The Chairman of the Exploration Advi-
sory Committee shall be designated by EGPG from among
the members appointed by it. The Exploration Advisory
Commitee shall review and give such advice as it deems ap-
propriate with respect to the proposed Work Progran and
Budget. Following review by the Exploration Advisory Commi-
ttee, CONTRACTOR shal! make suchrevisions as CONTRA-
CTOR deems ap propriate and submit the Exploration Work
Program and Budget to EGPC for its approval. Followig

such approval, it 1s {urther agreed that :

() CONTRACTOR shall not substantially revise or modily
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPG

(i) In the event of emergencies involving danger of loss ot
“and injuries to lives or loss ef and damage to property,

CONTRACTOR may expend such additional unbud-
geted amounts as may be required to alleviate such
danger. Such expenditures shall be considered in all

respects as exploration expenditure -and shall be reco-
vered pursuant to the provisions of Article VII hereof.

(d) CONTRACTOR shall advence all necessary funds for all

materials, equipment, supplics, personnel, administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay

any of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation
and performance of the Exploration Work Program which
shall be implemented in a- workmanlike manner and inconsis-

tence with good industry practices.
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Except as 1s appropriate for the processing of data, leboratoiy,
specmhzbd crgimieeriig ard cevclopment studies thereon to
be made in specialized centers outside A.R.E.; all geological
and geophysical studics as well as any other studies related
to the performance of this Agreement, sheid be made in the
A.R.E.

CONTRACTOR shall entrust the maragenient of exj:lora-
tion operations in the A.R.E. to its technically comptent
(General Manager and Ueputy Gereral ! iamgex ilie na-
mes of such Manager and Deputy General Manager shall
upon appointment be forthwith notified to the GOVENM-
ENT and to EGPC. The General Manager and, in his ab-
sence, the Deputy General Manager shall be entrusted by
CONT RACTOR with sufficient powers to carry out imine-
diately all lawful written directions given to them by the
GOVERNMENT or its representative under the terms of
this Agreement, All lawtul regulations issued or hereafter
to be issued which are applicable hereunder and rnot in con-

flict with this Agreement shall apply to GONTRACTOR.

CONTRACTOR shall supply EGPC, within fifteen (15) days

from the end of each calerdar quarter, with a Statement of
Exploration Activity showing costs incurred by CONTRA C-
1TOR during such quarter. CONTRACTOR’s reccrds

and necessary supporting documents shall be availakble for
inspection by EGPC at anv time during regular working hours
for three (3) months from the date of receivirg each State-
ment. ' |

Within the three (3) months from the date of recerving such
Statement, EGPC shail advise CONTRACTOR in writing

if 1t considers
(2) that the record of costs Is not correct ;

(#22) that the costs of goods or services supplied are not i line
with the international market prices for goods. or services
of similar quality supplied . on similar termis prevailing
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at the ttme such goods or serviccs were supplied provi

ded however, that purchases made and services 'perfo-
rmed within A.R.E. shall be subject to Article XXV ;

(z12) that the CO:]dlthIl of the materials furnished by
CONTRACGTOR does not tally with their prices ; or

(1v) that the costs incurred are not reasonably required for
operations.

CONTRACUTOR shall confer with EGPC in connection witls
the problems thus presented, and parties shall attempt to
reach a settlement which is mutually satisfactory. If within
the time limit of the three {3) months period provided for in
this paragraph, EGPC has not advised CONTRACTOR of
its objection to anv statement, such statement shallbe consi-
dered as approved.

If within the time limit of three (3) months EGPGC has advised
CONTRACTOR of its objections to any statement then
CONTRACTOR shall confer with EGPC in connection with
the problem thus presented and the parties shall attempt
to reach a final settlement thereto.

P =l

(&) CONTRACTOR shalil supply all funds necessary for its ope-
rations in A.R.E. under this Agreement in freely convertible
currency from abroad. GCONTRACTOR shall have the right
to buyv Egyptian currencv whenever required and the conver-
sion shall be made at the local banks in the A.R.E. according
to the Official A.R.E. Rate of Exchange as 1s stipulated .
Article I paragraph 4 of Annex “L”.

(1) EGPC is authorized to advarce to CONTRACTOR the Egy-
ptian currency required for the operations under this Agree-
ment and as requested from time to time by CONTRACTOR
against receiving from CONTRAGTOR an equivalent am-
ount of U.S. Dollars at such rate of exchange above mentio-
ned, such Dollars to be deposited in an EGPC account abroad
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with a correspondent bank of the National Bank of Egypt,
Cairo. Withdrawals from said account shall be used for
financing EGPC’s and its affiliates’ foreign currency requl-
rements in accordance with their approved budgets and sub-
ject to the approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISH MENTS

¢) Mandatory Relinquishments

In view of the small size of the Area and the possiblity of a
sizeable Development Lease CONTRACTOR shall unless other-
wise agreed upon between EGPG and CONTRACTOR accor-

ding to good petroleum exploration industry practices relinquish

to the GOVERNMENT as follows :

At the end of the third (3rd}) year after the eflective Date

thereof a total of twenty-five (25 % ) percent n Exploration
Blocks or their diagonalled halves of the original Area

Anv relinquishments hereuader exceeding the required perce-
ntage shall be credited towards the next mandatory relinquishment.

At the end of the fourth (4th) year after the Effective Date
hereof an additional twenty-five (25 %) percent in Exploration
Blocks or their diagonalled halves of the origninal Area.

Without prejudice to Article 11} and XXI, at the end of the
total exploration period, GONT RACTOR shall relinquish the
remainder of the original Area not then converted to a Develo-

pment Lease or Leases.
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Nothing under this paragraph (a) shall require CONTRAC-
TOR to relinquish a Development Lease or part thereof.

{0) Voluntary Relinquishments

Without prrejudice to GONTRACTOR’s exnloration ohliga-
don under this Agreeement CONTRACTOR meav, voluntarily,
during any period relinquish all or any part of the Arca in Explo-
ration Blocks.

Any relnquisiiments hereunder shall be credited toward the
miandatory provisions of the above paragraph (a).

‘) Relinquishments After Commercial Discovery

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutuallv agree upon any area to be relinquished thereafter,

except for the relinquishment provided for above at the end of
the total exploration period.

ARTICLE VI

OPERATIONS AFTER CO VIMERCIAL DISCOVERY

(¢) On Commercial Discovery, EGPC and CONTRACGTOR shall
tform in theA.R.E. an operating company which shall be called
RAS EL USH Petroleum Company hereinafter referrad to
as “RASHPETCO” or as “Operating Company”. RASH-
PETCGO shall be subject to the laws and regulations in force
in the A.R.E. to the extent that such laws and regulations are
not mconsisteat with the provisions of this Agreement or

the charter of RASHPETCO.

However, RASHPETCO shall, for the purpose of this Agre-
ement, be exempted from the following laws and regulations
as now or hereafter amended or substituted :
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— Law No. 159 of 1981 promulgating law on joint stock
companies, partnership limited by share companies and
limited liability companies as amended ;

— Law No. 141 of 1963, on the formation of board of direc-
tors at private companies, societies and corporations, and
on the manner of workers’ representation thereon ;

— Law No. 97 of 1983 promulgating law of public sector
authorities and companies ;

3

— Law No. 97 of 1976 organizing dealings in foreign curre-
ncies ;

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

— Law No. 133 of 1981 promulgating law on consumrtinn
fax :

({7 The Charter of RASHPETCO s hereto attached as Anr.ex
“D”.  Within thirty (30) days after tlhe date of Commercial
Discovery, the Charter shall take effect and Operating
Gompany shall automatically come into existence, without
any further procedures.

(¢) Ninety (90} days after the date Operating Company cor:cs
into existence in accordance with paragraph (b) above,
it shall prepare a2 development Work Program and Budget
ior the remainder of the Year in which the Commercial
Discovery 1s made ; and not later than two (2) months before
the end of the current Financial Year (or such other date as
may be agreed wuporn) and two (2) months preceding
the commencement of cach succeeding Financial Year
thereafter (or such other date as may be agreed upon)
Opecrating Company shall prepare an anpual Production
Schedule, Work Program and Budget for the succeeding
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Financial Year. The Production Schedule, Work Program
and Budget shall be subinitted to the Board of Directors
and the shareholders’ meeting of the Operating Gompany
for approval and be finally approved by EGPC as represen-

tative of the Government.

Not later than the twentieth (20th) day of each morth, Of-era-
ting Company shall furnish to CONTRAC! OKR a written
estimate of its total cash recquirements for experditure for the
first half and the second half of the succeeding month expres-
sed in U.S. Dollars having regard to the approved budget.
Such estimate shall take into consideration any cash expected
to be on hand at month end. Payment for the appropriate
period of such month shall be made to the correspondent
bank designated in paragraph (e) below on the first day and
fifteenth day respectively, or the next following 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 correspondent bank of
the National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall
be used for paymeat for goods and services acquired abroac
and for transferring to a local bank in the A.R.E. the required
amount to meet expenditures in Egyptian Pounds, for Opera-
ting COmpany in connection with its activities under this

Agreement.

Within sixty (60) days after the erd of each Iimancial Year,
Operating Company shall submit to the appropriate
exchange control authorities 11 the A.R.E. a statement, duly
certified by a recognized firm of auditors, showing the funds
credited to that account, the disbursements made out of that
account and the balance outstanding at the end of the Fina-

nclal Year.
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(/) If and for as long during the reriod ofproduction operations
there exists an excess capacity in facilities which canrot during
the period of such excess be used by the Operating Company.
the CONTRACTOR will consult with EGPC to find a
mutually agreed formula whereby EGPC may use the excess
capacity, if 1t so desires, without any unreasonable financiai,

or operational disadvantage to the GONTRACTOR.

(g) Operating Company shall supply in duc time to EGPC and/or
CONTRACTOR all information, reports and data, which

EGPC andf/for CONTRACTOR may reasonably require for
their internal reporting svstems.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(¢) 1. Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration, development and related
operatiors under this Agreement to the extent and out
of fourty percent (40 9 )} quarterly of all Crude Oil
produced and saved from all Development Leases
within the Area hereunder and not used in petroleum
operations. Such Crude Oil is heremafter referred to as
“Cost Recovery Crude O1l”.

For all Exploration, Development and Production
hereunder, such costs and expenses shall be

recovered from Cost Recovery Crude Oil in the
following manner :

(2} All Operating Expenses shall be recoverzble eithex
in the Tax Year, in which such costs and expenses
are mncurred and paid, or the Tax Year, in which
Inittal Commercial Production-as described below-
occurs, whichever is the later date.
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(ir) Exploration Expenditures including those accumula-

ted prior to the date of ipital Commercial Produc-
rion shall be recoverabie at the rate of twenty per
cent (20 9, per annum starting either I the Tax
Year, in which such expenditures are incurred and
paid, or the Tax Year, in which Initial Commercial
Production-as described below-commences, whiche--

ver is the later date.

(71} Development Expenditures, irciveing those accu-

mulated prior to the commencemcei of Inital Com-
mercial Production shall be recoverable at the
rate of twenty percent (20 95 ) per annum s*tarfing
‘n the Tax Year, in which expenditures are ircar-
red and paid, or the Tax Year, in wiuch Initial
Commercizl Production - as described below -
commences, whichever is the iater date.

Teo the extert that, in a Tax Year, costs, expenses
or expenditures recoverable per naragraphs (1), (1)
and (iil) preceding exceed the value of all Cost
Kecovery Crude Oil for such ax Year, the excess
shall be carried forward for recovery i tiue next
succeeding Tax Year, ot it not fully recovered in that
Tax Year, in the Tax Year or Years thereafter until
fully recovered, but in no case after the termitation

of the Agreement, as to CONTRACTOR.

(v) For the purpose of determining the classification ot

all costs, expenses and expenditures for their reco-
very, the following terms shall apply :

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

2. “Development Expenditures” shall mean all
costs and expenses for Developmert with the

exception of operating expenses.
3. “QOperating Expenses” shall mean all costs,

exper:ses and expenditures made as from the
date of Initial Commercial Production, which
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costs, expenses and expenditures are not
normally depreciable. The date of Initial
Commercial Producuon shall mean the date
on which the first regular shipment is made.

However, Operating Experses shall include
workover, repair and mairtenance of assets
but shall not include any of the following :

Side tracking, redrilling and changing of the
status of a well from o1l well to water well and
vice versa, replacement of assets or a part
of an asset, major overhauling, that extends
the life of the asset, additions, improvements
and renewals, which expenditures shall be consi-

dered as Development Expenditures.

(v7) It 1s understood and agreed upon that the recovery
of costs and expenses as based upon the rates refer-
red to above shail be allocated to each quarter pro-
portionately (orne fourth to each quarter). How-
ever, any ltecoverable costs and expenses not
recovered in one quarter, as thus allocated, shall be

carried forward for recovery in the next quarter.

2. CONTRACGCTOR shall each quarter be entitled to, unless
otherwise agreed upon by EGPC and CONTRACTOR

with regards to operational reasons, take and separately
dispose of all Cost Recovery Crude Oi1l produced,
except as provided in sub-paragraph (a) (3) below of this
Article VIL, plus its share of the balance of the Crude
Oil as stipulated in paragraph (b} below this Article VI11.
To the extent that the value of the Cost Recovery Crude
Oil (as determined in sub-paragraph (c) below) exceeds
the actual recoverable costs and expenditures, mncluding
any carry forward from paragraph (a) (1) (av) above,
to be recovered In that quarter, the value of such excess
Cost Recovery Crude Oil actually taken and separately
disposed of by CONTRACTOR shall be pad by
CONTRACTOR to EGPC in the manner set iorti
in Article 1V of the Accounting Procedure contamned in
Annex “E” and GONTRACGTOR shall be deemed to
have purchased such excess Cost Recovery Crude Qil.
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3. Ninety {90) days pror to the commencement of each
Year I'GPG shall be entitled to elect by notice 1a writing
to CONTRAGTOR to take delivery in kiad, F.0O.B.
export terminal or other agreed delivery point, of up
to one hundred perceat (100 %) of anv excess Cost
Recovery Urude Oil for that Year, and thereby reduce
the amouut to be purchased by GONTRACGCTOR 111
the same percentage amount. Such notice shall snemfv
the percentage amount of any excess (ost Recovery
Crade O:l to be takea by EGPC throughout such Year.

i

() Production Sharing :

‘The remaining sixty percent (60 %) of the Crude Oil shall
b taken and disposed of separately by EGPC and CON-
TRAGT R according to the foll>wing incremental scale :

Grude Oil produced and saved |  EGPC | CONTRAC-
under this Agreement and not Share TOR Share
used in j-etroleum operations % ! %
) | | _
|
With respect to production Eighty (80) Twenty (20)
segment up to 25,000 BOPD | percent percent

‘Quarterly average)

With respect to the production | Eighty-five . fifteen
segment in excess of 25,000 up | (85) percent | (15} percent
o 50,000 BOPD (Quarterly |

iverage) - | |

With respect to the production | Eightv-eight | Twelve
segment in excess of 50,000 . (88) percent | (12) percent
BOPD (Quarterly average)

— il ——— -
F o -
R
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The Cast Recovery Grude O1l ta which CONTRACTOR

1s entitled each calendar quarter ‘ursuant to Article
V11, (a) and the Grude Oil acquired by CONTR ./ CTOR
pursuant to Article VIL, (b) shall be valued at Market

Price.

fey 1.

(a) Market Price will be determned for each calendar

() 2.

guarter in advance between EGPC and CONTRA-
CTOR and means the best market price per barrel
f.c.v. Egyptian port of loading, ohtainable from custo-
mers generally, regularly purchasing on competi-
tive terms, that can be determined for sales of com-
parable quantities of crude oil during such quarter
with convertible currency pavments effected within
sixty (60) days from tume of shipnient, and assuming
that these sales are not bemg mfluenced by anv
special dealing or any speciai relationship such
as barter or pertamning to barter, and that thev
are pursuant to arms-length purchase transactions
contemplating regular Iftings over a period of
at least ninetv (90) days. Market Price will be
determined separately for each Crude Oil or Crude

Oi1l mwx for each port of loading.

In determining the Market Price, CONTRACTOR
and EGPC shall consider all available relevant

evidence including :

(2) The weighted average prices m freely conver-
tible currency for f.o.b. point of any sales by
EGPC and CONTRACTOR to nonaffiliated
companies for area crude oils currently in effect
which mect the requirements hereot.

(1) Current prices in freely convertible currencv
of leading crude oils produced in the major
Arabian Gult crude o1l producer countries
which are regularly sold in the open market
in respect of Crude Oil being valued hereunder
produced in the Gulf of Suez, to the extent sold



. -- T r =P - Fq = - PO . s e i ——

AAAE Lon Lf;'l» ™A (_; (‘ _:;») _,J.x_A “’“ SAal é:.__.b,_..JEi E.xiﬁ.ii M ¢

I S T — - e me i Lok b - o W lm

: S NI | -
‘5-\“ -L_.‘Jr.” ‘.5.” ( J"“'” FL..H..AL: ) {'L(:-‘j ._Ll_jj-.....- ka2 3 C:. ‘T—b“
¢ AodlS ﬁ.‘; 3 r'&c}l W L‘i_e;ﬁt&_,_, A e oS el N

L‘f‘ PL".H ﬂ?.:}_}?“ ‘}2'-1 Lf Q.A.....ulr-_l‘ ;__,:‘.i .M_..“ L;,!l.') L...--"}! Lg -1.:2- aJ a

JS G 4..‘.-.4-‘ "3'-\ L_JJJ_..-_J.J “lﬁt_g ” E!!........-n Lé Lj‘}}jhit h_:_ji-.:aj

aJle (v} ¢ (V) e dll o jaal Laéj Oodes b sy
\A:jpﬂ o _i:”j a =) d #:.J_LH lem O LJCA‘ uf & 3t

E...- .

g—ﬁi’) «..‘:_9,--1“_3 OJJL” Lle dia Lo e Lf'jl 3 153 gl
L'_f_ { G e ) ‘*"A—w-] gj‘-“'-“ SLICs \aJ\_g =lpJ1 et e S

H Lt . 't ~ - - * £y ¢t T
S ot SN BB Byt A0k 8 pay SUT s
e L C‘Lal s S obbadly o AV ainTs by (e

. S.LEL.J‘ E.L?Lﬁ!

RPN PRNTA AN 9t RS -SRIV I D A
S SR
j‘; l.:,r‘{_jl“"‘;"'l‘ dJa...A‘-,{é éfil.:.ﬁ _;.‘\i:‘f j;i éjjl:.ﬂ '}‘j..u- s ajit.ﬂ ( \. }

<

Bl L Alem )1 é (6 AT ol bl dezll o 5ol ()
L I e s R
L}a_ﬁ:U UGN Al JeV el vaas e boil Had sl
¢ gl Bad S @ debe e Jgeaadl o 6V
v 3l b jlad by ot Bsle 092 e o0 2N G L]

-

S gt Sllzel Wi 5T A5 & goalt 51

Gl e o GEYI G Jollls B L B {0) — v ()
mu1ﬂjﬁ‘,lp-c}.% Lq.@la'w»JL;Tdf\:-ua N



TONAAL L el vy S (-"*-) e \Y Ml Jsa T

(¢) 2.

under terms and conditions ( excluding Price )
not significantly different from those under
which the crude being valued will be sold and
always teking into account appropriate adjust-
meants for quality of Crude Oil, freight advan-
tage or disadvantage of port of loading and
other approporiate adjustments, all as follows -

Prices determined pursuant to sub-paragraphs (i)
and (1) above shall be adjusted, as applicable, for
differences i gravity, sulphur and other quality
factors generally recognized by sellers and purchas-
ers as reflected in crude pricing, transportation,
nmety (90) days insurance premiums, unusual fees
borne by the seller, and for credit terms in  excess
of sixty (60) days, and the cost of loans or gurantees
granted for the benefit of the seller at prevailing
interest rates.

Prices of the following typ es of sales shall not be: consi-
dered 1n computing Market Price

(t) oSales, whether direct or indirect, through brok-
ers or otherwise, of any seller to any affiliate
of such seller. '

(12) Sales involving a quid pro quo other than payment
in a freely convertible currency or motivated
in whole or 1n part by considerations other thap
the usual economic incentives for commercial
arm’s length crude oil sales.

The intent of this provision i1s to determine the
- highest price in convertible currency that i1s obtain-
able generally in arm’s length transactions, in the
open market from customers regularly purchasing
on competitive commercial terms.

(6) If EGPC and CONTRACTOR fail to agree on
Market Price for any Crude Oil for any quarter at
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least fifteen (15) days 1n advance thereof, they shall
promptly submit to a single arbiter the question,
what single price per barrel, in the arbiter’s judgir ent,
best represents for the pertinent quarter the Market
Price for the Crude Qil in question. The arbiter
<ha]l make his determination as soon as possible
following the quarter in question. His determination
shall be final and binding upon all the parties. The
+rhiter shall be selected in advance for each calendar

yvear in the manner described below.

EGPC and CONTRACTOR each shall submit to
the other a list of three or more nominees for the
position of arbiter. If one nommee appears on
both lists, said nominee shall be the arbiter. If more
than one nominee appears on both lists, the arbiter

shall be chosen from such nominees appearing on
both lists by agreement of EGPG and CONTK-

ACTOR.

If none of the names appearing on one list appears
on the other, or if one party fails to provide a list
or failing prompt agreement by EGPC and CONT-

RACTOR on an arbiter, such arbiter shall be
chosen by the Secretary General of the international

Center for the Settlement of investment Disputes
of the international Bark for Reconstruction and

Development (World Bank), with regard to the
qualifications for nominees set forth below, upon

written application of one or both of EGPC and

CONTRACTOR. Copies of such application by
one of them shall be promptly sent to the other.

Nominees shall be as nearly as possible persons with
established reputations in the international petrol-

eum industrv as experts in pricing and marketing
crude oil in international commerce. No nominee

shall be excluded on the basis of nationality except,
however, that nominee shall be citizen of a
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country which does not, have diplomatic relations
with the A.R.E., the FEDERAL REPUBLIC
OF GERMANY, the KINGDOM OF BELGIUM,
the KINGDOM OF SPAIN and the REPUBLIC
OF AUSTRIA. No nominee may be, at the time
of sclection, employed by, or an advisor or cousu-
ltant on a continuing or frequent basis to, the
American Petroleum Institute, the Organization of
the Petrolenm Exporting Ccuntries or the Or-
ganization of Arab Petroleum Exporting Coun-
tries, or a consultant on a continuing basis io
EGPC, CONTRACTOR or an affiliate of either,
but past occasional consultation with such compa-
nies, with other petrolenm companies, government
agencies or organizations shall not be a ground for
disqualification. No nominee may have been. at
atay time during the ten years before selection an
cmployee of any petroleuam company or of any
government agency or organization.

Should a selected nominee decline or be unable to
serve as arbiter or should the position of said nomince
tall vacant prior to the decision called for, another
nominee shall be chosen in the same manner DIo-
vided in this paragraph povided that, if the name
of another nominee appears on both lists submitted
at the time of the original selection, such nominee
shall be chosen. EGPC and CONTRACTOR shall
share equally the expenses of selection of any nominee .

Fhe arbiter shall make his determination in accord-
ance with che provisions of this paragraph, based on
the best evidence available to him. ; He will review
oil sales contracts as well as other sales data and
information but shall be free to evaluate the extent
to which any contracts, data or information is sibs-
tantiated or pertinent. Represeatatives of EGPC
and GONTRACTOR shall have the right to consuit

with the arbiter and furnish him written materials
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provided the arbiter may impose reasonable limita-
tions on this nght. EGPC and CONTRZ CTOR
each shall cooperate with the arbiter to the fullest
extent and each shall insure such cooperation of its
trading companies. The arbiter shall be provided
access to crude oil sales contracts and related data
and information which EGPC and CONTRACTOR
or their trading companies areable to make available
and which in the judgment of the arbiter might
aid the arbiter in making a valid determination,

icy 2. {(¢) Pending Market Price determination by the arbiter,
the Market Price for the quarter immediately pre-
ceding the quarter in question shall remain tem-
porarily 1a eflfect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of
the temporary continuation of the Market Price of
the previous quarter, 1t shall promptly be reimbursed
such loss by the other party plus interest as referred
to under Article IV paragraph (2) of Annex E.

In the event there occurs any drastic circumstances
beyond the reasonable control of the parties which
significantly alters the Market Price of any Crude
Oil, during any quarter for which a Market Price
has already been established, EGPC and CONTRA-
GTOR will agree upon a aew Market Price for such
Crude Oil and upon the period of such quarter
during which it will apply. Failing agreement by
the tenth day of the next quarter, the pricing dis-
pute shall be submitted for final determination by
the arbiter according to the aforesaid provisions.

(d) Operating Company shall prepare (not less than
ninety (90) days prior to the beginning of each
calendar quarter {following regular production)
and furnish 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 quarter in accordance with good oil
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industry practices. Operating Company shall end-
eavour to produce each calendar quarter the forecast
quantity. The Crude Oil shall be run to storage
tanks constructed, maintained and operated according
to GOVERNMENT regulations, by Operating
Company, in which said GCrude Oil shall be
metered or otherwise measured for royalty, and the
other purposes required by this Agreement.

(¢) CONTRACTOR shall always have the right and
the obligation to separately take in kind and the
right to export currently all of the Crude Oil to which
it is entitled as is determined in accordance with
sub-paragraphs (a) and (b) of this Article. Subject
to payment of sums due EGPC under Artcles
VII (a) (2) and IX, CONTRACTOR shall have
the right to retain abroad all funds acquired by 1t
abroad including the proceeds from the sale of 1its
share of Crude Qil exported,.

(f) At a reasonable time prior to the commencement
of Commercial Production EGPC and CONTR-
ACTOR shall meet and agree upon a procedure tor
scheduling tanker liftings from the agreed upon
point of export. |

ARTICLE VIi1
TITLE TO ASSETS

(a) EGPG shall become the owner of all assets acquired and
owned by CONTRACTOR in connection with the opera-
tions carried out by CONTRAGTOR or Operating Gomrany
in accordance with the following :

1. Land shall become the property of EGPG as soon as
it 1s purchased.

2. Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPG as they
become subject to recovery in accordance with the
provisions of Article VII, or at the time of termination
of the Agreement, whichever first occurs.
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The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC
or by Operating Company to EGPC and CONTRACTOR
within thirty (30) days of the end of each quarter.

(6) During the term of this Agreement and the renewal period
EGPG, CONTRACTOR and Operating Compan; are
entitled to the full use of all fixed and movable assets 1in
connection with operations hereunder in (1) the Area and
(2) any other area approved by EGPC and CONTRACTOR
and proper accounting adjustment shall be made. CON-
TRAGTOR and EGPC shall not dispose of the same
except with agreement of the other.

(¢) CONTRACTOR may freely import into A.R.E., use therein
and freely export at the end of such use machinery and equi-

pment which it either rents or leases in accordance with
good 1ndustry practices.

ARTICLE IX
BONUSES

(a) CGONTRACTOR shall pay to EGPC as a Signature Bonus

the sum of three million (3,000,000) U.S. Dollars on the
Effective Date.

() GONTRACTOR shall pay to EGPC :

the sum of four million (4,000,000) U.S. Dollars as a Produc-
tion Bonus when the total average daily production first
reaches the rate of twenty-five thousand (25,000) barrels
per day for a period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter.

(¢) CONTRACTOR shall also pay to EGPC the additional sum
of six million (6,000,000) U.S. Dollars as a Production
Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) barrels per day for a period
of thirty (30) consecutive producing days. Payment will
be made within fifteen (15) days thereafter.
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(d) CONTRACTOR shall also pay to EGPC the additional sum
of eight million (8,000,000) U.S. Dollars as a Production
Bonus when the total average daily production first reaches
the rate of seventy-five ;thousand (75,000) barrels per day
for a period of thirty (30) consecutive producing days. Pay.
ment will be made within fifteen (15) days thereafter.

(¢) All the above mentioned Bonuses shall in no event be recovered

nor amortized by CONTRACTOR.

{ )} In the event that EGPGC elects to develop any part of the Are-.
pursuant to the sole risk provisions of Article III (c) hereina-
bove, production from such sole risk area shall be considerea

for the purposes of this Article IX only if CONTRACTOR

exercises 1its option to share in such production, and only
from the initial date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain au office in A.R.E. at which
notices shall be validly served.

The General Manager and Deputy General Manager shall

be entrusted by CONTRAGTOR with sufficient power to carry
out immediately all local written directions given to him by the
EbVERNMENT or its representatives under the terms of this
Agreement. All lawful regulations issued or hereafter to be issued
which are applicable hereunder and not in conflict with this
Agreement shall apply to the duties and activities of the General

Mananger and Deputy General Manager.
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All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are
sent to him by registered mail to CONTRACTOR’s office in A.R.E.

All matters and notices shall be deemed to be validly served
which are left at the office of the Chairman of EGPC or which
are sent to him by registered mail at EGPC’s main office in Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF LOSS

(a) Operating Company shall take all proper measures, accor-
ding to generally accepted methods in use in the oil industry
to perevent loss or waste of Petroleum above or under the
ground in any form during drilling, producing, gathering
and distributing or storage operations. The GOVERNM-
ENT has the right to prevent any operation on any well

that it might reasonably expect would result in loss or
damage to the well or the oil field.

(6) Upon completion of the drilling of a productive well, Opera-
ting Company shall inform the GOVERNMENT or its
representatives of the time when the well will be tested and the
production rate ascertained.

(¢) Except in instances wherc¢ multiple producing formations
in the same well can only be produced economically through
a singly 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 GOVE-
RNMEN'T or its representative.

(d) Operating Company shall record data regarding the quantities
of Petroleum and water produced monthly from each Develo-
pment Lease. Such data shall be sent to the GOVERNMENT
or its representative on the special forms provided for tha
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purpose within thirty (30) days after it is obtained. Daly
or weekly statistics regarding the production from the Area
shall be available at all reasonable times for examination by
authorized representative of the GOVERNMENT.

f(e) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting Petro-
leum, gas bearing 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 GOVERNMENT.

ARTICLE XI1
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, Operating Company and their
contractors and sub-contractors engaged in carrying on opera-
tions under this Agreement shall be permitted to import and

shall be exempted from customs duties, with respect to the
importation of machinery, equipment, vehicles, materials,
spare parts, supplies, consumable items, foodstuffsand movable
property when certified by responsible representative of
"EGPC, to be used solely in carrying on operations under this

Agreement.

(b) Each expatriate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall
be permitted to import and shall be exempted from all customs

duties with repsect to the reasonable importation of house-
hold goods, consumable 1tems, foodstuﬂ's_ (within the limits
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approved by Ministry of Petroleum ) and personal effects
including one autombile provided, however, that such prope-
rties are imported for the sole use of the employee and his
family and provided further, that no such property imported
by the employee shall be resold by him in the A.R.E. except
In accordance with GOVERNMENT regulations.

(e} The exemption provided in paragraph (a) of this Article shall
not apply to any imported items when EGPC considers and
shows that items of the same or substantially the same kind
and quality are manufactured locally and are available for
purchase and timely delivery in the A.R.E. at a price not

higher than ten percent (109 ) more than the cost of the
Imported item before customs duties, but after transportation
and msurance costs have been added.

{d) Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or not-exempt from customs
duties, taxes or imposts under this Article may be exported

by the importing party at any time without the payment of
any export duty, or impost.

(¢ Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the A.R.E.

provided that the purchasers pay the applicable customs du-
ties, taxes or imposts, if any, except if sold to EGPC or an affi-
inated company of EGPC.

(/) Material, equipment and goods so damaged are used as to be
non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap or junk (any such CONTRA-
CTOR’s appraisal being subject to EGPC approval and anv
such Operating Company’s appraisal being subject to EGPC

and CONTRACTOR approval) may be sold as scrap or
Junk without pavment of customs duties, taxes or imposts.
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(g) 1In the event of such sale under sub-paragraph (e) and (f)
above, the proceeds from such sales shall be divided in the
following manner : CONTRACTOR shall be entitled to

reimbursement of its unrecovered costs, if any, in such material
or equipment and the excess, if any, shall be paid to EGPC

() ““Customs Duties” as used herein, shall include all duties,
taxes or 1mposts (including, but not limited to, consumption
tax, but excluding 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

(2) There shall be no licence required, and CONTRACTOR,

EGPG and their respective buyers shall be exempted from
any duty, tax, fee or any other financial impost in respect of
the export of Petroleum hereunder.

(7) EGPC, CONTRACGTOR, Operating Company and their
contractors and sub-contractors engaged on this Agreement,
for the purposes of this Article XII and without prejudice to
the limits and restrictions laid down in paragraphs (a) and
(b) above, shall be exempted from Law No. 133 of 1981 pro-
mulgating law on consumption tax as now or hereafter amen-
ded or substituded by any subsequent law.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND
PAYMENTS -

(a) EGPC, CONTRAGTOR and Operating Company shall
each maintain at their business offices in the A.R.E. books
of account, in accordance with the Accounting Procedure in
Annex “E” and accepted accounting practices generally
used in the petroleum industry, and other books and records
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as may be necessary to show the work performed under this
Agreement, including the amount and value of all Petro-
leum produced and saved hereunder. CONTRACTOR
and Operating Company shall keep their books of account
and accounting records in United States Dollars. Operating
Company shall furnish to the GOVERNMENT or its repre-
sentative monthly returns showing the amouat of Petroleum
produced and saved hereunder. Such returns shall be pre-
pared in the form required by the GOVERNMENT or its
representative and shall be signed by the General Manager
or by the Deputy General Manager or a duly designated de-
puty, and delivered to the GOVERNMENT or its represen-
tative within thirty (30) days after the end of the month
covered in the return.

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

Inspection by duly authorized representatives of the GOVER-
MENT

fo) CGONTRACTOR shall submit to EGPC a Profit and Loss
Statement for the Financial Year not later than 3 months af-
ter the commencement of the following Financial Year to show
its net profit or loss from the petroleum operations under this
Agreement for such Year CONTRACTOR shall at the same
time submit a year-end balance sheet for the same Financial
Year to EGPC. The balance sheet and financial statements
shall be certified by an Egyptian certified accounting firm
accepted by EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTIONS

{8) GONTRACTOR and or Operating Company shall prepare
and, at all time while this Agreement is in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and or Operating Company
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shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOYERN-
MENT or its representative may reasonably requirc informa-
tion and data concerning its operations under this Agreement.
Operating Company will perform the functions indicated in
this Article XIV in accordance with their respective role as

specified in Article VI.

() GONTRACTOR and or Operating company shall save and

(4)

(€}

keep for a reasonable period of time a representative portion
of each sample of cores and cuttings taken from drilling wells,
to be forwarded thereafter to the GOVERNMENT or its
representative. All samples acquired by CONTRACTOR
and or Operating Company for its own purposes shall be
considered available for inspection at any reasonable time by

the GOVERNMENT or its representatives.

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

Onginals of records can only be exported with the permission
of EGPC ; provided, however, that magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or 2 comparable record,
if available, is maintained in A.R.E. and provided that such
exports shall be repatriated to A.R.E. immediately upon EGPC
request on the understanding that they belong to EGPC,

During the period GONTRACTOR is conducting the explo-
ration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or emplo-
yees to have full and complete access to the Area at all reaso-
nable times with the right to observe the operations being
conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGPC’s representative, in exercising its

\
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rights under the preceding sentence of this paragraph (e!,
shall not interfere with CONTRACTOR’s operatioss
CT)NTRAGTOR shall provide EGPC with copies of any
and all data (including, but not limited to, geological and
geophysical reports, logs and well surveys) information ard
interpretation of such data, and other information in CONT -

RACTOR’s possession.

For the purpose of obtaining new offers,the GOVERNMENT
andfor EGPC may show any other party geophysical and
geological data (the age of which is not less than one year)

with respect to the Area.

ARTCILE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responstble
in law toward third parties for any damage caused by CONTRA.-

CTOR’s exploration operations and shall imdemnify the GOVER-
NMENT and/or EGPC against all damages for which they may
be held liable on account of any such operations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall
have access to the Area covered by this Agreement and to the ope-
rations conducted thereon. Such representatives may examine
the books, registérs and records of EGPC, CONTRACTOR and
Operating Company and make a reasonable number of surveys,
drawings and tests “for the purpose of enforcing this Agreement,
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They shall, for this purpose, be entitled to make reasonable use
of the machinery and instruments of CONTRAGTOR or Opera-
ting Company on the condition that no danger or impediment to
the operations hereunder shall arise directly or indirectly from
sich use. The GOVERNMENT shall indemnify and reimburse

CONTRACTOR or Operating Company for any loss or damage
which may in fact result from any such use of said machinery and

instruments. Such representatives shall be given reasonable as-
sistance by the agents and employees of CONTRACTOR or Ope-
rating Company so that none of the activities shall endanger or
hinder the safety or efficiency of the operations. CONTRACTOR
or Operating Company shall ofler such representatives all privile-
ges and facilities accorded to its own employees in the field and
shall provide them, free of charge, the use of reasonable office space
and of adequately furnished housing while they are in the field
for the purpose of facilitating the objectives of this Article. Any
and all information obtained by the GOVERNMENT or its

representatives under this Article XVI shall be kept confidentiai
with respect to the Area.

ARTICLE XVII

EMPLOYMENT RIGHTISIAND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL

(¢) It is the desire of EGPG and CONTRAGTOR that the OPeréi .
tions hereunder be conducted in a business-like and ethcient

manner.

1. The expatriate administrative, professional and techni-
cal personnel employed by CONTRAGTOR or Opera-
ting Gompany and the personnel of its contractors for
the conduct of the operations hereunder, shall be granted
a residence as provided for in lJaw No. 89 ot 1960 as am-
ended and Ministerial Order No. 9 of 1963 as amended
and CONTRACTOR agrees that all i1mmigration,
passport, visa and employment regulations of the A.R.L,,
shall be applicable to all alien employees of GONTRA-
CTOR working “in the A.R.E. '
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(d)

2. A minimum of twenty-five percent (25%) of the conibi-
ned salaries and wages of each of the expatriate admi-

nistrative, professional and technical personnel employed
by CONTRACTOR or Operating Company shall be
paid monthly in Egyptian Gurrency. On final repa-
triation such personnel shall have the right to remuit
abroad in U.S. Dollars or other currencies the uaused
portion of Egyptian Gurrency in excess of twen ty-five
percent (25%) of such personnel’s salary.

CONTRACTOR and Operating Gompany shall each select
its employees and determine the number thereof, to be used

for operations hereunder.

CONTRACTOR. shall, after consultation with EGPG, pre-
pare and carry out specialized training programs for all its

AR.E. employees engaged in operations hercunder with
respect to applicable aspects of the petroleum industry. GON-
TRACTOR and Operating Company undectake to replace
gradually their non-executive expatriate staff by qualified na-

tionals as they are available.

During the period when GONT RACTOR is coaducting
Exploration, CONTRAGTOR shall give mutually agreed

numbers of EGPC employees an apportunity to attend and
participate in CONTRACTOR’s and GONTRAGTOR's

affiliate training programs relating to exploration and devel
opment operations.

ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject
w0 Law No. 66 of 1953 (excluding Article 37 thereof) as
amended by Law No. 86 of 1956 and the regulations issued
for the implementation thereof, including the regalations for
the safe and efficient performaace of operations carried out
for the execution of this Agreement and for the coaservation
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(6)

(d)

(a

e

of the petroleum resources of the A.R.E. provided that no

=l

regulations, modification or interpretation thereof shall be

coutrary to or uiconsistent with the provisions of this Agree-
ment.

EGPC and CONTRACTOR shall be exempted from all ta-
xes, except as provided in Article 111 paragragph (f) for inco-
me taxes, with restect to the extracting, producing, exgorting

or transportiug of petroleum hereunder. CONTRACTOR
shall also be exempted from any tax on capitzal.

The rights and obligations ¢f EGPC and CONTRACTOR
under, and {or the eflective term of this agreement, shall be
governed by and in accordance with the provisions of this
Agrecment and can only be altered or amended by the mutual
agreement of the said contracting parties.

The contractors and sub-contractors of CONTRZA CTOR and
Operating Company shall be subject to the provisions of this
Agreement which aflect them. Insofar as zll regulations
which are duly issued by the GOVERNMENT apply from
time to time and are not in accord with the provisions of this
Agreement, such regulations shall not apply to the CONTRA-
CTOR and 1ts sub-contractors.

EGPC, CONTRACTOR, Operating Companv and their
sub-contractors shall for the purposes of this Agreement be
exempted from all professicnal stamp duiies imposed by syn-
arcal laws with respect to their documents ard activities he-
reunder.

ARTICLE XIX
RIGHT OF REQUISITION

Lt ocase of nationr] emergency due to war or imminent
expectation of war or internal causes, the GOVERNMENT may
yequisition all or part of the production trom the Arca obtal-
red hereunder and require Creraung Gompany to increase
such production to the utmost possible maximum. The
GOVERNMENT mav also requisition the oil field 1tself
and, 1f necessarv, related  f{zcilities.
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(5) In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRAGTOR or their represen-
tative by registered letter, with acknowledgement of receipt,
to express their views with respect to such requisition.

(¢) The requisition of production shall be eflected by Minister-
jal Order. Any requisition of oil field itself, or any related
facilities shall be eflected by a Presidential Decree duly noti-

fied to EGPC and CONTRACTOR.

In the event of any requisition as provided above, the GOVE-
RNMENT shall indemnify in full EGPC and CONIRA-

CTOR for the period during which the requisition 1s mAain-
tained, including :

1. All damages which result from such requisition.

2. Full payment each month for all Petroleum extracted

by the GOVERNMENT less the royalty share of such
production, and

3. Other obligations of CONTRACTOR and EGPC he-
reunder.

However, any damage resulting from enemy attack is not wi-
thin the meaning of this paragraph (d). Payment hereunder
shall be made to CONTRACTOR in U.S. Dollars remitta-
ble abroad. The price paid to CONTRACTOR for Petro-

leum taken shall be calculated in accordance with Article

VII paragraph (c).

ARTICLE XX

ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person,
firm or corporation not party hereto, in whole or i part,
any of its rights, privileges, duties or obligations under this
Agreement without the written consent of the GOVERN-

MENT.
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(0) To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled :

I. The obligation of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such re-
gquest 1s made.

2. The instrument of assignment must include provisions
stating precisely that the assignee is bound by all cove-
nants contained in this Agreement and any modifications
or additions in writing that up to such time may have
been made. A draft of such instrument of assignment
shall be submitted to the EGPC for review and approval
before being formally executed.

(¢) The assignor together with the assignee shall be jo'ntlv and
severally hable for all the duties and obligations of Gontractors
under this Agreement, except for the assignor having assi-
gned all its participatiag interests held under this Agreement.

(d) Any assignment made pursuant to the provisions of this Arti-
cle shall be free of any transfer or related taxes, charges or
fees.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(¢) The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decree with respect to
CONTRACTOR 1 the following instances :

1. If it knowingly has submitted any false statements to
the GOVERNMENT which were of a material conside-
ration for the execution of this Agreement ;

2. If1t assigas any interest hereunder contrary to the provi-
sions of Article XX hereof ;
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3. Ifitis adjudicated bankrupt by a court of competent
jurisdiction

4. If it does not comply with any final decision reached as
the result of court procecdings conducted under Article
XXIII paragraph (a) hereunder ;

5. If it intentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT, except such extrac-
tions as may be unavoidable as the result of operations
conducted hereunder in accordance with accepted petro-
leum industry practice and which shall be notified to
the GOVERNMENT or its representative as soon as
possible; and

6. Ifit commits any material breach of this Agreement or
of the provisions of Law No. 66 of 1953, as amended by
Law No. 86 of 1956, which are not expressly contradi-
cted by the provisions of this Agreement. Such cancel-

lation shall take place without prejudice to any rights
which may have accrued to the GOVERNMENT

against CONTRACTOR in accordance with the provi-
sions of this Agreement, and, in the event of such cancel-

lation, CONTRACTOR shall have the right to remove
from the Area all the property of its personnel.

(b) If the GOVERNMENT decms that one of the aforesaid cau-
ses (other than a force majeure cause referred to in Article
X XII hereof) exists to cancel this Agreement, the GOVERN-
MENT shall give CONTRACGTOR ninety (90) days written
notice personally served on CONTRACTOR’s General Mana-
ger in the legally official manner and receipt of which is ack-
nowledged by him or by his legal agents to remedy and remove
such cause ; but if for any reason such service is impossible
due to unnotified change of address, publication in the official
journal of the GOYERNMEN of such notice shall be con-
sidered as validly served upon CONTRAGCTOR. If at the
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end of the said nincty (90) days notice period such cause
has not been remedicd and removed, this Agreement may be
cancelled forthwith by Order or Presideatial Decree as afo-
resaid ; provided, however, that if such cause or the failure
to remedy or remove such cause, results from any act or
onmussion of one party, cancellation of this Agreement shall
be effective only against that party and not as against
the other party licreto.

ARTICLE XXII

FORCE MAJEURE

(2) The non-performance or delay in performance by EGPC and
CONTRACTOR, or cither of them of any obligation under
this Agreement shall be excused if, and to the extent that,
such non-performance or delay is caused by force majeure.
The period of any such non-performance or delay, together
with such period as may be necessary for the restoration of
ary damage done during such delay, shalli be added to the
time given in this Agreement for the performance of such
obligation and for the performance of any obligation dependant
thereon and consequently, to the term of this Agreement,
but only with respect to the block or blocks affected.

{6) “Force Majeure”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or the
FEDERAL REPUBLIC OF GERMANY, the KING-
DOM OF BELGIUM, the KINGDOM OF SPAIN or
the REPUBLIC OF 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,
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and other labour disturbance fires, floods, or any cause not
due to the fault or negligence of EGPC or CONTRACTOR
or either of them, whether or not similar to the foregoing,
provided that any such cause is beyond the reasonable

control of EGPC and CONTRACTOR, or either of
them.

(¢) Without prejudice to the above and except as may be other-
wise provided herein, the GOVYERNMENT shall incur no
responsibility whatsoever to EGPC and CONTRAGTQR,
or erther of them for any damages, restrictions or loss arising
In consequence of such case of force majeure except a force
majeur caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) If the force majeure event occurs during the initial explo-
ration period or any extension thercof and continues in
eftect for a period of six (6) months CONTRACTOR shall
have the option upon ninety (90) days prior written notice
to EGPC to terminate its obligations hereunder without
turther liability of any kind and, if still in force, the Guaranty
contained in Annex “C” hereto, shall be automatically

cancelled and EGPC shall so notify the Bank to release the
Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRATION

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

(o) Any dispute arising between CONTRACTOR and EGPC
In connection with the }resent Agreement shall be finally
settled by arbitration. The arbitration shall be held in Stock-
holm, Sweden and conducted in accordance with the Rules
of Conciliation and Arbitration of the International
Chamber of Commerce. In the event of no provisions being
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made 1n these rules in certain cases, the arbitrators shall
establish their own procedures.

(¢) The arbitrations shall be initiated by either party giving
notice to the other party that it elects to refer the dispute to
arbitration and that such party (hereinafter referred to as
the “First Party”) has appointed an arbitrator who shall be
identified in saild notice. The other party (herema.fte;
referred to as the “Second Party’), within fifteen (15) d&ysﬁ
shall notify First Pary in writing, identifying the arbitrator
that it has selected.

(d) If the Second Party does not appoint its arbitrator as afore-
said, the First Party shall have the right to apply to the Court
of Arbitration of the International Chamber of Commerce
to appoint a second arbitrator. The two arbitrators shall
within thirty (30) davs select a third arbitrator, failing which
the third arbitrator shall be appointed by the Court of Arbi-
tration of the International Chamber of Commerce at the

the request of either party.

(¢) 'The third arbitrator must be a cifizen of a country other than
the A.R.E. or the Federal Republic of Germany, the King-
dom of Belgium, the Kingdom of Spaia or the Republic or
Austria and of 2 country which has diplomatic relations with
A.R.E. and the Federal Republic of Germany, the King-
dom of Belgium, the Kingdom of Spain or the, Republic of
Austria and shall have no economic interest in the oil business

of the signatories hereto.

(f) The parties shall extend to the arbitration board all facilities
(including access to the petroleum operations) for obtamng
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any information required for proper determination of the dis-
pute. The absence or default of any party to the arbitration
shall not be permitted to prevent or hinder the arbitration

procedure in any or all of its stages.

(g) Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discon-

coued. In the event the decision or award recognizes that
the complaint was justified, provision may be made theremn

for such reparation as may appropriately be made 1n favour
of the complainant.

(k) Judgement on the award rendered may be entered 1 any
court having jurisdication and application may be made m
such court for a judicial acceptance of the aw ard or an

order of enforcement as the case may be.

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

(/) The provisions of this Agreement relating to arbitration shall
continue in force notwithstanding the termination of this

Agreement.

(£} PRINCIFLES of GOODWILL - The signatories base thelr
relations with respect to this Agreement on the principles of
good will and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitra-
tion be given effect and shall be interpreted and applied incon-
formity with principles of law common to the AR.E.
and the Federal Republic of Germany, the Kingdom of
Belgium, the Kingdom of Spain cr the Republic of Austria
and in the absence of such principles,then inconformity
with the principles of law normally recognized by civilized
nations in general, including those which have been applied

by Internationral Tribunals.
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ARTICLE XX1V

STATUS OF PARTIES

(@) The rights, duties, obligations and liabilities in respect of
EGPC and CONTRACTOR herecunder shall be several
and not joint or collective, it beirg understood that this
Agreement shall not be construed as constituting an associa-
tion or corporation or partnership.

(6) GONTRACTOR shall be subject to the laws of the place

where it 1s incorporated regarding its legal status or creation,
organizatior., charter and by-laws, shareholding, and owner-
ship.  CONTRACTOR’s shares of capital which are entirely
held abroad shall not be negotiable in the A.R.E. and shall
not be offered for public subscription nor shall they be subject
to the stamp tax on capital shares nor any tax or duty in the
A.R.E. CONTRACTOR shall be cxempted from the applicat-
1on of Law No. 159 of 1987 as anicnded, and from Law No.

9 of 1064,
:{¢)  All parties comprising CONTRACTOR shall be jointly and

severally Lizble for the performance of the obligations ur.det
this Concession Agreement.

ARTICLE XXV

LOCAL CONIRACT ORSAND LOCALLY MANUFACTURED
MATERIAL

CONTRACTGR or Operating Compeny, as the case may be,
and their contractors shall -

(@) Give priority to local contractors as long as their prices and
performance are comparabic with international prices and
performance.

(5) Give predcrence to locally manufactured material, equipment,
machmery and consumables as long as their quality and time
of delivery are comparable to internationally available mate-
rials, equipment, machinery and consumables. However, such
material, equipment, machiiery and consumables may be
Imported for operations conducted hereunder il the local
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price of such items at CONTRACGTOR’s or Operating Gom-
pany’s operating base in A.R.E. 1s more than ten percent
(10 %) higher than the price of such imported items before

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

(¢) Any of the above mentioned payments in (a) and (b} shall be
made in local currency.

ARTICLE XXVI
ARABIC TEXT

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

ARTICLE XXVIL
GAS

If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives for its use and decide on the best
alternative for EGPG and CONTRACTOR jomntly. The cost
and expenses in the field of producing non-associated gas shall.

be recovered in accordance with the cost recoverv principle 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-mjected. However, any
Gas notscxported outside A.R.E. in a liquid or solid state, or not
used mn operations (Including re-injection), Shall remain in the
property of the State and may be utilized bv EGPC and EGPG
shall not be liablefor payment to CONTRACTOR of any costs or
expenses respecting any past operations of CONTRACTOR related

tosuch Gas. Under no circumstances will CONTRACTOR

be responsible for or bear any cost or expenses incurred for
utilization of Gas used mternally in the A.R.E.
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ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this Agreem-
ent are solely for the convenience of the parties herto and  shall

not be used with respect to the interpretation or construction
of said Articles. *

ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

- This Agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the competent authori-
ties of the A.R.E. authorizing the Minister of Petroleum to sign
sald Agreement and giving this Agreement full force and effect
‘of law notwithstanding any countervailing governmental enactment,

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

:_’ARAB REPUBLIC OF EGYPT

By :

EGYPTIAN GENERAL PETROLEUM CORPORATION
y

DEMINEX MIDDLE EAST OIL COMPANY LIMITED
By s

PETROFINA EXPLORATION COMPANY (EGYPT) B.V.
By :

)
HISPANICA DE PETROLLOS S.A. (HISPANOIL)
By :

OMV AKTIENGESELLSCHAFT
By : |
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ANNEX “A”

PETROLEUM CONCESSION AGREEMENT
BETWEEN

THE A.R.E., GOVERNMENT
AND

E. G. P. C.
AND
DEMINEX MIDDLE EAST OIL COMPANY LIMITED
AND
PETROFINA EXPLORATION COMPANY (EGYFT) B.V.
AND
HISPANICA DE PETROLEOS $.A. (HISpANOIL)
AND
OMV AKTIENGESELLSCHAFT
IN ONSHORE GEBEL ZEIT AREA
SUEZ GULF BASIN

DESCRIPTION OF THE AREA

Annex “B” is a map on the scale of 1:250 000 mncluding the:
Area covered and affected by this Concession Agreement.

The Area measures approximately 110 km? and is coniposed of
all or part of forty-eight (48) Exploration Blocks. Each complete
Block is one minute latitude by one minute longitude.

The corner points of the Area are given in the following table:

1. Intersection of Lat. 27°57°00" with the high tide shore
line of the West bank of the Guif of Suez. Thence due
South generally to point 2 and following such line.
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7. TIntersection of Long. 33° 30'00” with the high tide shore
line of the West bank of the Gulf of Suez. Thence due

" North to point 3.
-

Point. ‘ Lat. N. ' Long. E Thence due
No. |
| I J B
3. 27°54'00" i 33°30°00” I West to point 4
4 27°54'00" 33°27°00" North to point 5
| |
5. | 2795700 ‘l 33°27'00" North to point 1,

which is the point of beginning.

ety
e —
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ANNEX «“Q”

LETTER OF GUARANTY
LETTER OF GUARANTY No. CAIRO

EGYPTTIAN GENERAL PETROLEUM CORPORATION

Gentlemen ;

The Undersigned, NATIONAL BANK OF EGYPT, as Guar-
antor, hereby guarantees to the Egyptain General Petroleum Corpo-
ration (hereinafter referred to as &GPC) to the limit of seven
million (7,000,000) Dollars in U.S. Currency the performance by
DEMINEX MIDDLE EAST OIL COMPANY LIMITED,
PETROFINA EXPLORATION COMPANY (EGYPT) B.V., HI-
SPANICA DE PETROLEOS S.A. (HISPANOIL) and
OMV AKTIENGESELLSCHAFT (hercinafter referred to col-
lectively as CONTRACTOR) of their obligations required for
exploration operations to spend a mmmimum of seven million
(7,000,000) U.S. Dollars during the initial three (3) vears of the
exploration period under Article IV of that certain  Concession
Agreement (heremnafter refeired to as the “Agreecment”) covering
that Area described 1n Arnexes “A” and “B” of said Agreement,
by and between the Arab Republic of Egypt (liererafter referred
to as “A.R.E.”), EGPC and CONTRACTOR, drted 30/4/84

It is understood that this Guaranty and the liability of the
Guarantor shall be reduced quarterly, during the period of exp-
enditure of said seven million (7,000,000) U.S. Dallars by the
amount of money cxpended by CGONTRACTOR {or such exnlo-
ration operations during each such quarter. Ifach such reduction
shall be established by the jomt written statement of EGPC and

CONTRACTOR.

In the event of a claim by EGPC ol non-performance or surren-
der of the Agreement on the part of CONTRACTOR pror to
fulillment of said minimum expenditure obligation under Article IV
of this Agrecment there shall be no hability on the undersigned
Guaraator for payment to EGPC unless and until such liability
has been established by written statementof EGPC setting forth

the amount due under the Agreement.

ko

R emim . e e—— i



BOAE o ol ¥Y (=) 0K Y S R 1Bl y Y

Ex:l\ ORI RN S - P WL SR UPR VIS S (R Al a3
e LY i gl
Dl 1de Sleall Ol 3 b 2y g
byt opelall 26 130 WY Jpaddt BB 1Ae Sl Gl e W1y
Comnol Ldly poper 5 Il Gy ASLENI OV a5l Jslall e Lils)
t’*"‘: B F‘ul:.:‘ ELJLﬂ :Sh_.él| b:\h 6@*3 Lgi EJJ‘_}” ua_}u:..'..u LE:L :"..JL‘:
». EJ;JKU L}HIY‘ O\.{)—d
s Ll s Slealt O3 s Jbe o Jes — ¥
16 Gl sy b o aed Ty Sl S A (1)
;__,.._...u C-’“ -QIJ\}\J‘ é 5)}_5.:&“ CJL[I t}am H PR (,_:;)
f AN oYY el bsls Jollly S b Y 45 22l
I3 ol s OF com ST 108 § Ulba (6T OB JWby — v
ot S 1AL e ae 2V e Sleall Ol sl oyl e )
Doalagay Jolll diy J ol ALY 48 sde AL
ZANCIR VO | RV S| I W U SN [ W | & o Jstall 51 (1)
» Ll JHSbyall 3 adl s (T ()
7,0 ke gt bl e J 15 LN e Sl Ol Soled sl S
v Sl
¢ el 5 U gy 1 ,Lad5
Ll bl



VYV A o ol J (=) S AT od o da Sl sy

A

It is a further corndi‘ion of this Letter of Guaranty that :

1. This Letter of Guaraaty 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 terms, and said Guaranty shall become efte-
ctive on the Effective Date of said Agrcement.

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

(a) Three (3) years and six (6) months after the date it
becomes efiective, or.

{b) At such tume as the total of the amount shown on quart-
erly joint statements of EGPC and CONTRACTOR

equals, or exceeds theamount of said minimum expendit-
ure obligations, whichever 1s earlier.

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

effect that:

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

(6) CONTRACTOR has failed to pay the expenditure de-
ficiency to EGPC. |

Please return to us this Letter of Gauranty in the event it
does not become effective, or upon the expiry date.

Yours iaithfuily,
For

Accountant Manager
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ANNEX «D”
CHARTER OF RAS EL USH PETROLEUM COMPANY
ARTICLE I

A joint stock company having the nationality of the ARAB
REFUBLICOF EGYPT shall be formed with the authorization
of the GOVERNMENT i accordance with the provisions of the
Agreement referred to below and of this Charter.

The Company shall be subject to all laws and regulations in
force m the A.R.E. to the extent that such laws and regulations
are not inconsistent. with the provisions of this Charter and

Agreement referred to below :

ARTICLE 11

The name of the Company is “RAS EL USH PETROLEUM
COMPANY”, abbreviated as “RASHPETCO”.

ARTICLLE III
The head office of RASHPETCO shal be in A.R.E. in Cairo.

ARTICLE IV

T'he object of RASHPETCO is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the

Development Operations required in 2ccordance with theprovisions
of the Agrecment signed on: the 30t day of April, 1984 and between
the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL

PETROLEUM CORPORATON and CONTRACTOR cov ering
petrolcum operations in onshoreGEBEL ZEIT Avea described

therein.

RASHEPTCO shall also be the agency to carry out and conduct
exploration operatiors after the date of Commercial Discovery pu-

rsuant to CONTRACTOR’s Work Program and Budget approved
in accordance with the Agreement.
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RASHPETGO shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreemernt
and Annex “L” thereto.

RASHPETCGO shall not ergage in any busircss or undertake

any activity beyond the performance of said operations, unless

otherwise agreed upoun EGPC and CGNTRACTOR.

ARTICLE V

1T'he authorized capital of RASHEPTCO is twenty thousand
pounds Egyptian divided into five thousand shares of common
stock with a value of four pounds Egyptian per share having
equal votng rights, fully paid and nonassessable.

EGPC and CONTRACGTOR shall each pay for, hold and own,
throughout the life of RASHPETCO referred to «hove, one halt
() of the capital stock of RASHPETCO vrovided that only in
the event that either party should trarsfer or assign the whole or
pcrcentage of its ownership interest in the entirety of the Agreemert
may such translerring or assigning partv (and its successors and
assigns) must transfer and assign a stock interest in RASHPETCO
equal to the transferred or assigned whole or percentage of its
ownership interest in the entirety of the said Agreement.

ARTICLE VI

RASHPETCO shall not own any right, title, interest or estate
In or under the Agreement or any Development Lease created
thereunder or in anv of the Petroleum produced from any Explor-
ation Block or Development Lease area thereunder or in any of the .
assets, equipment or other property obtained or used in coanecticn

therewith,and shall not be obligated as 2 principal for the financing

— A — -
— —
——
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or performance of any of the dutes or obligations of erther EGPG
orCONTRACTOR under the Agrecement. RASHPETCO shall

- not make any proiit from any source whatever.
ARTICLE VII

RASHPETCO shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that RAS-
HPETCO shall decide, take action or make a proposal and the
like, it 1s understood that such decision or judgement 1s the result
of the decision or judgement of CONTRACTOR, or EGPCU and

CONTRACTOR, as may be required by the Agreement.

ARTICLE VIl

RASHPETCO shall have a Board of Directers consisting of
eight (8) members, four(4) of whom shall be designated by EGPC
and the other four (4) by CONTRAGTOR. The Chairmar shall
be designated by EGPC and shall also be a Managing Director
CONTRACTOR shall designate the General Manager who shall

also be 2 Managing Director.

ARTICLE IX

Mecetings of the Board of Directors shall be vabd if a
majority of the Directorsis present and any decision taken at
such meetings must have the affirmative vote of five (5) or more
of the Directors; provided, however, that any Director may be
represented and vote by proxy held by another Director.

ARTICLE X

General Mectings of the Shareholders shall be vahd 1t a ma-
jority of the capital stock of RASHPETCO 1s represented thereat.
Any decisions taken at such meetings must have the aflirmative
vote of shareholders owning or representing a majority of the capital

stock.
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ARTICLE XI

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of RAS H-

YETCO employed directly by RASHPETCO and not assigned
thereto by CONTRACTOR and EGPC.

the Board shall, in due course, draw up the By - Laws of
RASHPETCO and such By-Laws shall be effective upon being
approved by a General Meetiag of the Shareholders, in accorda-
nce with the provisions of Article X hereof.

ARTICLE XII

RASHPETCO shall come into existence within thirty (30)

days after the date of Commercial Discovery as provided for in
the Agreement.

The duration of RASHPETCO shall be for a period equal

10 the duration of the said Agreement, including any renewal
thereof.

[t shall be wound up and liquidated if the Agreement referred
to above Is terminated for any reason as provided for therein.

LGYPTIAN GENERAL PETROLEUM CORPORATON
By

DEMINEX MIDDLE EAST OIL COMPANY LIMITED
By

PETROFINA EXPLORATION COMPANY (EGYPT) B.V.
By :

HISPANICA DE PETROLEOS S.A. (HISPANOIL)

By

OMV AKTIENGESELLS CHAFT
By :
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ANNEX “E»
ACCOUNTING PROCEDURE
ARTICLE I

GENERAL PROVISIONS

1. Definitions

The definitions contained in Article I of the Concession Agre-
ement shall apply to this Accounting Procedure and have the same
meaning. Certaln accounting terms herein used are defined as

follows :

f

(a) “Agreement” means the Concession Agreement of which

this Annex is a part.

(b) “Non-Operator’ means the parties to the Agreement

other than CONTRACTOR when it is performing work.

2. Statement of Activity

(a)

(6)

CONTRACTOR shall pursuant to Article 1V of the
Agreement, render to Non-Operator withan thirty (30)
days of the end of each calendar quarter a statement of
Exploration Activity reflecting all charges and credits rela-
ting to the Exploration Operations for the quarter
Summarized by appropriate classifications indicative
of the nature thereof.

Operating Company shall render to EGPC and CONTR-
ACTOR within fifteen (15) days of the end of each
calendar quarter a Statement of Developmentand Explo-
ration reflecting all charges and credits related to the
Development and Exploration Operations tor that qu-
arter summarized by -appropriate classifications mdic-
ative of the nature thereof except that items of control-
lable material and unusual charges and credits shall

'.r L __,'_b . _ - . .
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Adjustment and Audits

(¢) Each Statement of Exploration Activity shall conclusively

(0)

pe presumed to be true and correct after three(3) months
following the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written
exception thereto pursuant to Article IV(f) of the Agre-
ement. During said three(3)months period supporting do-
cuments will be available for inspection by EGPC during
all working hours. CONTRACTOR will have the same

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

All Statements of Activity forDevelopment for any calendar
quarter shall conclusively be presumed to be true and correct
three (3) months following the receipt of such statement
unless withi the said three (3) months period EGPC or
GONTRACGTOR takes written exception thereto. Pend-
Ing expiration of said three(3)months EGPC or CONTRA-
AGTOR shall have the right to audit Operating Company
accounts, records and supporting documents for such
quarter in the same manner as provided in Article TV {f)
of the Agreement.

Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if anv,

shall be kept in the A.R.Ein U.S. Dollars. All U.S. Dollar
expenditures shall be charged in the amount expended. Al
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 recdrded, and all other non-U.S. Dollar
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expenditures shall be translated to U.5. Dollars at the buying
rate of exchange for such currency as quoted by National
Westminster Bank Limited, London, at 10.30. am. G.M.T.,,
on the first day of the month in which expenditures are rccor-
ded. A record shall be kept of the exchange rates used 1n
translating Egyptain Pounds or other non-U.S. Dollars expe-
nditures to U.S. Dollars.

5. Precedence of Documents

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

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,
this Accounting Procedure mav Dbe revised from time to
timee 1n the light of future arrangements.

7. No Charge for Interest on Investment

Interest on investment or anv bank fees, charges or commis-
sions related thereto or related to any bank guarantees shall
not, at any time be charged as recoverable cost under the
Agreement. '

ARTICLK 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACITOR
shall alone bear and, directly or through Operating Gcmpany,
pay the following costs and expenses, which costs and expenses
shall be classified and allocated to the activities according to sound
and generally accepted accounting principles and treated 1n accor-
dance with Article VII of the Agreement.
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1.

Surface Rights

All direct costs attributable to the acquisition, renewal or re-

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

Labour and Related Caosts _
(@) Salaries and wages of CONTRACTOR’s or Operating

Company’s employees, as the case may be, directly engaged
in the various activities under this Agreement including
salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed in such
actwvities, such salaries and wages to be certified by a certi-

hied public accounting firm based oa the organization chart
approved by EGPC.

Reasonable revisions of such salaries and wages shall be
effected to take into account changesin CONTRACTORs
policies and amendments of laws applicable to salaries.

Yor the purpose of this paragraph 2, and paragraph 3,
salaries and wages shall mean the assessible amounts for
A.R.E.Income Tax, including the salaries during the
vacations and sick leaves, but excluding all the amounts of

the other items covered by the percentage fixed under
2 b) below.

(b) For expatriate employees permanently assigned to Egypt:

1. All allowances applicable to salaries and wages ;

2

2. Cost of established plans ; and

3. Al travel and relocation costs of such expatriate em-
plovees and their families to and from the employee’s
country or point of origin at the time of em ployment,
at the time of separation, as a result of transfer
from one location to another & for vacation(transpor-
tation costs for employees and their families trans-
ferring from A.R.E.to another location other than their
country of arigin shall not be charged to A.R.E.
Operations).

—— - -



WAL e pesle vy (2 (o) LS Y ol ol gl 2ty g g

—r - T ——— —

‘:.” ti#rﬂi UA J:JJ;‘.'.‘:.H v..g::}{ﬂ.c.j q‘:.l-t:-;-_;.-_!-\ J-_-:.; Lﬂ*.;JK;)
‘ Faatal
S s o1 O (0 7 ) el S Adlada 63l ) QLT
r___hq:}&;:b ‘_)‘,:.:h-..._....:_! UJ-\“ L‘)“'—'?'jj"ll uﬂ_ﬂlﬂjJI "U“L._..“ Lj (VY)
el b &I‘Ez?-_jj:l‘ Aes (nab 4ol "HEBIRT (:w) O gonn 8 -lg..‘;,
(o5 O paas) oporer RIS Um0 gus ¥ o 1 040 0
Sl (00) poar U — dladl 52 _a 45 (CJL;,JI A
Al 3 @ Ly G AW N 5 Eeyialt a8, Sl I
‘J:LH 3 _}JEJ P L_d b:;l,j 4..._.,;:;!.‘ u‘;l;»?lj L_,‘_;l:»ﬂ‘ ¢ 133 2&__._.}-11‘
e85 2l e (V) yde d15 3all L5l Jeois Uglialt 5, all < o)
o LW S oda e (_-,.) s (ﬁ) VY et 5 Al
ﬁi;t o Ll Al Sl Gl 441G M lle ez ] ]
DA G YA WL e Lo b
¢ L::-:_;l:a—.” _;\' ( ‘é*?*i ) (_é _}\:nav‘ -\.E_aj _,(.:..U :LGE‘:“ —_
¢ (LY L3 Yl ST (g eper) B UM S sY1 g5

o oot e S

Y Gk d e s 5 slas Lalell GRS

o dads)! Hrslle o
S R TN B SN R P
+ Jelad H.L.: —



\ £ 0 JAAL 4l ool YA . (-‘-"') 35 L\n Sl Ao I o o

Costs under this sub-paragraph 2.b shall be equal to sev-
enty-two percent (729 )for married emylovees accompan-
ied by their families and filty-seven percent (379, ) for single
cmployvees cxcept for employees who are mnot perman-
ently living in the A.R.E. {off-time abroad) in which case
the percentage will be fifty percent (50 9,) of the sala-
ries.and wages paid for such exptriate personnel including
those paid during vacations and sick leavesas cstablished in
CONTRACTOR s international policies, chargeable un-

der sub-pragraph 2a,paragraph 9 and sub-paragraphs 11.a
and c of this Article 1.

The percentages outlined above reflect CONTRAGTORs
actual costs as of the Effective Date with regard to the
following benefits, allowarces and costs:

I.  Anticipated termination of lease contract in A.R L.
-or abroead.

2. Household implenients transportation in A.R.E. or
abroad (round trip).

3. Clothing equipme::t allowances.

4. Expenses connected with departure and arrival of
employees and their families.

5. Accruals of senlority indemnity.
6. Charges for social security and insurance such as:

— Retirement plan

~— National Health Insurance
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—  Unemployment and Diszbilitv Insurance
—  Extraordinarv Insurance

7. Contractual travel expensés of employees and their
famihes.

8. Excess luggage.
0. Recreational Allowances.

10. Medical assistance to employees and their families
in ‘or outside A.R.E.

11. Housing and utilities allowances.

12. Education allowance (children of expatriate empol-
yvees) and educational assistance.

13. Settlement allowance in or outside A.R.E.

14. Contribution for resettlement expenses at repatria-
tion.

15. Any other costs, allowances and benefits of a hke
nature as established in CONTRACTOR’s interna-

tional policies.
The percentages outlined above shall be reviewed at inter-
vals of two (2) vears from the Effective Date and at such

time CONTRACTOR and EGPC will mutually agree
on new percentages to be used under this paragraph.

Revisions of the percentages will take into consideration
variances in costs and changes in GONTRACGTOR’s

international policies which change or exclude any of
the above allowances and benefits.

The revised percentages will reflect as nearly as possible

CONTRACTOR’s actual costs of all 1ts established
allowances and benefits and of personnel transfers.
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(¢) For expartiate employees temporarily assigned to Egypt
all allowances, costs of established plans and all travel

relocation costs for such expatriate as paid in accordance
with CONTRACTOR’s international policies; such costs

shall not include any administrative overhead other than
what 1s mentioned in Artice II 11b.

(d) Present or future costs or contributions for national emplo-
yees or future costs or contributions for expatriates made
pursuantto law or assessment imposed on CONTRA-
CTOR by Egyptian Governmental Authority which are
applicable to labour cost of salaries and wages as provided

under subparagraph 2.a,paragraph 9 and sub-paragraphs
I1.a and 1l.c of this Article 11.

3. DBenefits, allowances and related costs of mnational
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-paragaph 2.a, par-
agraph 9 and sub-paragraphs 11.a and 11.c of this Article I1.

Severance pay will be charged ata fixed rateapplied topayrolls
which will equal an amount equivalent to the maximum

liability of severance payment as required under the A.R.E.
Labour Law.

4. Material

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

(a) Purchases

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

Company plus any related cost and after deduction of
all discounts actually received.
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(b)) Material Furnished by CONTRACTOR

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

1. New Material (Condition “A”)
New material transferred fromm CONTRACTOR’s

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

prevailling at the time such material was supphed.

2. | Used Matenal (Conditiﬁns “B” and GGCH)

(a) Material which is 1n sound and serviceable
condition and 1s suitable for reuse without
reconditioning shall be classed as Condition
“B” and priced at seventy-five percent (75 %)
of the price of new material.

() Material which cannot be classified as Condi-
tion “B” but which is serviceable for original
function but substantially not suitable for
reconditioning, shall be classed as Condition ““C”
and priced at fifty percent (50 9,) of the price

of new material.

(¢) Material which cannot be classified as Coadi-
tion “B” or Condition ‘G’ shall be priced at
a value commensurate with 1ts use.

(d) Tanks, buildings and other equipment invol-
ving erection costs shall be charged at applicable
~ percentage or knocked-down new prices.

—_—— . .

——
- e kel — e . -



A L ol G () 2SS AT S = G sl Y O

L_J ol ua a:s_UU S o ll Sl ( )

(5'1‘“ JL“*"'“ Q‘:' Lj‘:-‘-‘i fﬂ JU__,* L;..: Lﬁ.ﬁ‘,_’i ffM .ﬂ_d’__j.‘ u_g\m.‘ ,;....a: Y
deill A Y A Mge g2 Ve By o ot g 0 =l ol C_,J,u e
¢ rqfﬂfﬁ of ol e @ i) 43 J s\l W.LJ ae Y sl 4511

L ordelo ! CJ)J! a.‘.'nh:\j -t 2 JBS —

ﬂ----*-—l-ll—l-' =l el

- J‘-L_.....:.\ QL--J\ bJ‘:}X’ 4,4_,)“ g_.}l 5)-’:..“_9 l \_’ L..i!-\al! J._____ ( )
ji.é:_\ln. u:.” > Aol 3 w.LJ.‘ Mee™ \Elnj | .-ri__.-u.....“ Sl aa (J....J)
Gﬂ\ ado Gl 4 ;_,.:l::-'},\ Ched ol dt..._...._.Jl o1 Jdolad 3 _jal\ VL.J‘
UjL_,ﬁ_;. c_@._ca Lgn.&-\ij L__g]...:.:r_.d__ L:E"'” g.\ ‘)_}a.a_jn Lgn.ﬁ:.r) L__.;gl..;,.:-‘::-.y

¢ U_}L_ﬁl‘ J»o EJ‘.}\j
M zaaalt 3 0SS b )l e }l! Ok aslels o e UG (.:_--)

?‘:' LA_._»:.H -

. “-' > tom) | :._..JL@J.__QJ‘ (T)

gl Cg.h__,‘m R PR PR TESIN | R e e | u_Jls:J\

- o _nall Lgads

S ST Sl o1 st e el I Shaasl 4G ()
T > 5 5 ( T a ) r;b’* st 10 O e 3 Lg 4wl '
5, Sty Akl Slasdl L am LY IS 2l J_gL_,al\ 91/ s
A L S Rl S B e S s

C Il op o ade G gl s il o u.lc. c.JJ.:« 2 09
.‘3'T Jﬁ‘ﬂl‘ J\/j .l ryb_e o L anld! ulS'J.J\ By JgL...ll,
Ola_s b L}.Ji ng.,(ll ulp,,..lb LJ 4_ .JUI ulf -




\ef VaA¢ Lﬂ (__)""__JL‘ v\ L,e(-_y) _,;5; \V >Aadl r-‘-:w)‘ s pull

p——— - -

(¢) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furni-
shel beyond or back of the dealer’s or manufacturer’s
guaranty ; and in case of defective material, credit shall
not be recorded until adjustment has been received by
CONTRACTOR from manufacturers or their agents.

5.  Transportation and Employee Relocation Costs

(a) Transportation of equipment, materials- and supplies

necessary for the conduct of CONTRACTOR s activities.

(b) Business travel and’ transportation expenses to the ¢xtent
covered by established policies of CONTRACTOR or

with regard to expatriates and cationals, as mcurred and
paid by, or for, emplovees in the conduct of  GONT-

RACTOR’s business.

(¢) Employees transportation and relocation costs for national
employees to the extent covered bv established policies.

6. Services

-——

() Outside services : the costs of contracts for consultants,
services and utilities procured from third parties.

(5) Cost of services performed by EGPG or by CONTRAC-
TOR or their Affilkated Commuanies in facilities inside
or outside the A.R.E. regular, recurring, routire services,
such as interpreting magnetic tapes éhd/qr other
analyses, shall be performed and charged byEGPC and/or
CONTRACTOR or their Affiliated Companies at an
agreed contracted price. Mzjor projects involving
enginecring and design seivices shall be performed by

“EGPC andfor CONTRACTOR or their Affiliated
Companies at a negotiated contract amount.



wxz e pole Ty G g;?) 3 S \§* 4wl SV ] R VPN | \“ '

S8 o1 Jslally s J»lﬂli S gl Sl b Jlazal (=)
‘i:__..»-u.’-‘JL—-H ..__:Lf.a.” e ‘l” ﬂ-k__..p’-“a -1. Y\ .....-: .,....sj ‘\L._l.._..l_g L.aﬁ‘

e

. . '
-ntan-rz u:’: ..l__._:g-. a..b-L.J|

L"J.a_...-.t;:.::': Y 4 i_uU\ C.:\S'_j.."'.”j J‘!_,L_.E.“ L@ g_.‘]il:.i ‘_,:” Ol (.3)
g Lol Ll Ll GG o el sl Dl g e 4L
. ‘tjw‘ E.)Ll‘ a:l.h Lyt~ \\I.J::Jaj‘ :Ja.aJ| (_i .DJ‘_,

. _;L_....;.;:”j )‘.J‘;m —_— Y

2 SN Pl ST ALY W Dby alt ST T s
IELEC USR] By RS0 [N | R R WP-0 | S R "SNP | ORIV | B 1 WP S |
Oidaall a_SGN &5t o1 Jaliadl 5 Y j;.| WPV BPARRITI N |
Slheadb A5G0 a5 adte 1 Jglill oo o dgfmn Loy dg o ddn s le
L oo I JLads B8 e o LS st Jalally digl) Ju s O
ERESIUINAS IR B PRSP (Voooo ) BYIs o Joand by L
;15;&‘&&1-&_&0@”;& duﬂa-usl:-‘)fdcq.ﬁ,a'l
o Esladi e 1, 8 Ll LWIRH A,

. ;_'_'_:'.:.,Uui‘j l‘uH] —

oo @3 iy Sty Ll Y e B, a s I GG
al L{Jﬁ.‘}l q__l '*i\-ln L__,L_.L;g_]l Eﬁ,ﬂlﬁ.” 'd..S‘J.-i” :‘:‘- ;;_,,"_jl.ll.‘. "iJ _Jg.ﬁhﬂ_e Ao CJ\JE‘

Vsl W Al b logie oV T Al wdb gl L3 ~sie G b

.L,m:qh.'_;b'ﬁn“.«lcdﬁdl.a# Huﬁ_,izj e aﬁ.}l...a."m“_}l“}
Ao ‘J\AU‘ A~ AL 4l 'Lij + :._.:L.Ln“ CJL.AJ uuu:-“ _QT uL.-AU| s3A N L;‘
Ll S B o ¢ o M Gl Al VoW D € e B3

-

I-‘



e

Voo Vaag 4 polevy S (=) LSS Y ol oo 1 3 o)

(¢) Use of EGPC’s, CONTRACTOR’s or their Affiliated

Companies’ wholly owned equipment shall be charged
at a rental rate commensurate with the cost of ownership

and operation, but not in excess of competitive rates

currently prevailing in the A.R.E.

(d) CONTRACTOR’s and 1ts Afthhated Companies’ rates
shall not include any administrative or overhead costs
other than what 1s mentioned inl Article II 11.b.

7. Dama'ges and Losses

All costs or expenses, necessary to replace or repair damages
or losses incurred by fire, flood, storm, thett, accident
or anv other cause not controllable by CONTRACTOR or

Operating Gompany through the exercise of reasonable

diligence. CONTRACTOR or Operating Company shall
furnish EGPC and CONTRACTOR written notice of damage

or losses incurred in excess of ten thousand  (10,000)

U.S. Dollars per occurrence as soon as practicable after
report of the same has been received by CONTRACTOR or

Operating Company.

{. Insurance and Claims

The cost of any public liability, property, damage and other
insurance against liabilities of CONTRAGTOR, Operating

Cdea.nY and/or the parties or any of them to their emplo-

yees and/or outsiders as may be required by the laws, rules

and regulations of the GOVERNMENT or “as the parties

may agree. upon.
claim collected shall be credited against operations,

The proceeds of any such insurance or.
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If according to good oil industry practice ro insurance is
carried for a particular risk, all related actual expenditures'
incurred and paid by CONTRAGTOR or Orcrating Company
m settlement of any and all losses, claims, damages, judgemn:-
ents and any other expenses, including legal services.

Indirect Expenses

Camp overhead and facilities such- as shore base, warchouses,
water systems, road systems, salaries 2rd cxpense of field
supervisory personael, field clerks, zssistants, and other gereral
employees indirectly serving the Area.

Legal -Expenses

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, includ-

ing faitornefs lees and expenses as hereinafter provided,
together with all judgements obtained against the parties or

any of them on account of the operations under the Agreement,

and actual cexpenses incurred by any party or parties hereto
in securing cvidence 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 event actions or claims affecting the interests her-
cunder shall be handled by the legal staff of or:e or more of the
parties hereto, a charge commensurate with cost of providing
and turnishing such services may be madc to operations.

Adminisirative Overhead and General Expenées

(@) While GONTRACTOR is conducting Exploration acti-
vities, cost of staffing and maintaining CONTRAGCTOR s
head office in the. A:R.E., andfor-other offices establi-
shed in the A.R.E. as appropriate other than field offi-
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ces which will be charged as provided in Article II,
paragraph 9 above, and excepting salaries of employees

of GONTRACTOR who are temporarily assigned to

and drrectly serving on the Area, which will be charged
as provided in Article II, paragraph 2 above.

(/) CONTRACTOR’s administrative overhead outside the
A.R.E. applicable to the A.R.E. Exploration
operation which wil' be charged each month at the rate
of five percent (5 %) of the total Exploration expendi-
tures while GONTRACTOR 1is conducting Exploration
activities. Administrative overhead outside A.R.E. will
not be charged while Opcrating Company is conducting
Fxploration activities. No other direct charges as such
for CONTRACTOR’s administrative overhead outside
the A.R.E. will be applied against the Exyploration obli-
gation. Examples of the type of costs CONTRA-
GTOR 15 incurring and charging hereunder due to acti-
vities under the Agreement and covered by said percen-
tage are :

1. Executive - Time of executive officers.

2. lreasury - Financial and exchange problems.

3. Furchasing - Procuring materials, equipment and
supplies.

4. Exploration and Production Directing, advising and
controlling the entire project.

i

Other departments such as legal, comptrollers and
cngineering which contribute time,. knowledge and
experience to the operations.

The foregoing does not preclude charging for direct
services under sub-paragraph 6.b of this Article I1.
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(¢) While Opcrating Compan is conducting activities,
Opecrating Company’s personnel -engaged in general
clevical aned olfice wovk, supervisors and othcers whose
time is generally spent in the main oflice and not in the
tield, and all cmployees gencrally considered as general
and admiristrative and ot charged to other types of
expense will be charged to operations. Such expenses
shall be allocated cach month between Exploration
and Development operations according to sound and
practicable accounting methods.

Taxes

All taxes, dutics or levies paid m the AR L. by GONTRA-
CTOR or Operating Gompany with respect to this Agreement
other than those covered by paragraph (f) (1) of Arucle 111
of the Agreement.

Continuing CONTRACTOR Costs
Costs of CONITRACTOR activitics required under the

Agreement and incurred exclusively in the A.R.L. after
Operating Company is formed. No sales expenses incurred
outside or inside the A.R.E. may be recovered as a cost.

Other Expenditures

Any costs, expenses or cxpenditures, other than those which

are covered and dealt with by the foregoing provisions of
this Article II, incurred by GONTRAGTOR or Operating
Company under approved Work Programs and Budgets.

ARTICLE III1
INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPG and GON-
TRACTOR, however, at lcast once in a calendar year inven-
tories shall be taken by Operating Gompany of the operations
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materials, which shall include all such material, physical
assets and construction projects.

Written notice of intention to take inventory shall be given
by Operating Comnany to EGPC and CONTRACTOR at
least thirty (30) days before any inventory 1s taken. Fai-
lure of EGPC and/or CONTRACTOR to be represented
at an inventory shall bind them to accept the inventory taken
by Operating Company, who shall in that event furnish
the party not represented with a copy thereof.

2. Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRA-
CTOR and EGPC, and a list of overages and shortages
shall be jointly determined b Operating Compary and
CONTRACTOR and EGPC, and the inventory adjusted

by Operating GCompary.
ARTICLE 1V
COST RECOVERY

Statement of Recovery of Costs and of Cost Recovery
Crude Oil

CONTRACTOR shall, pursuant to Article VII of the
Agreement, render to EGPC as promptly as practicable but
not later than fifteen (15) days after receij-t from Orerzting
Comnany of the Statements for Development and Exrloration
Activity for the calendar quarter a statement for that quarter

showing ;
(1) Recoverable costs carried from the previous quarter if
anv.

(i1} Recoverable costs incurred and paid during the quatrer.
(ii1) Total recoverable costs for the quarter (1) -+ (11).

() Value of Cost Recovery Grude Oil taken and separately
disposed of by CQNTRACTQMM the quarter.
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(z) Amount of costs recovered for the quarter.

(v1) Amount of recoverable costs carried into the succeeding
quarter, if any.

(iz) Excess, if any, of the value of Cost Recovery Crude Oil
taken and separatelv disposed of by CONTRACTOR

over costs recovered for the quarter.

2. Payments

It such statements shows an amount due EGPC, payment of
that amount shall be made in U.S. Dollars by CONTRA-

CITOR with the renditions of such statement.

It CONTRACTOR fails to make any such payment to
EGPG on the dite when such pavment is due, then CON-

TRACTOR shall pay an interest of 2.5%,, higher than the
London Interbank Borrowing Offered Rate (I.IBOR) for

three (3) moaths U.S Dollars deposits prevailing on the date
such interest is calculated. Such interest paymert shall not
be recoverable. '

3. Settlement of Excess Cost Rocovery Crude Oil

EGPC having the right to take its entitlement of excess Cost
Recovery Crude Oil urder Article VII sub-paragraph (a)
of the Agreement, in kind during the said quarter, a settle-
ment shall be required with the rendition of such statements
1n case CONTRACTOR has taken more than its own entitle-

Mment of such excess.

4. Audit Right

EGPC hall have a period of twelve {12) months from receipt
ol any statement under this Article IV in which to audit
and rise objection to any such statement. EGPC  and

GONTRACTOR shall agree on any required adjustment.

Supportirg documents and accounts will be available to
LEGPC during said twelve (12) months period.
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ARTICLE V

CONTROL AND RMAJOR ACCOUNTS

. Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligaticn
Control Accourt and an offsetting coutra account to control
therem the total amount of Exploration Experditures repor-
ted oa Statements of Activity prepared per Aiticle 1.25 hereof,
less any reductions agreed to by EGFC and CONTRACTOR
fotlowng written exceptions taken by a Non-Operator pursuant
to Article 1.3.a hereof in order to determine when minimum
Exploration Obligation has been met.

2. Cost Recovery Control Accoumnt

CONTRACTOR will establish a  Cost Recovery Controi
Account and an oflesttirg cortra account to control therein
the amount of cost remaining to be recovered, if any, the
amount ol cost recovered, and the value of excess Cost
Recovery Crude Qil, if any.

3. Major Accounts

For the purpose of classifying costs, expenditures for cost
recovery as well as {or the purpose of establishing when the
Exploration Obligation has bcen met, costs, expenses and
expenditures shall be recorded in major accounts including
the following :

— Exploration Expenditures

—  Development  Expenditures other than Operating
Expeanses.

— Operating Expenses.

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR

to the exteat necessary for the coatrol of recovery of costs and the
treatment of Gost Recovery Crude Oil.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155
	Page 156
	Page 157
	Page 158
	Page 159
	Page 160

