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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
’ : AND
POLAR BEAR INTERNATIONAL PETROLEUMS LIMITED
_ AND
LOCHIEL EXPLORATION LTD.
AND
PAGE PETROLEUM LTD.
IN
RAS EL-HEKMA OFFSHORE AREA

This agreement made and entered on this twentv-ninth day of
December, 1981, by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variously as “A.R.E.” or as the
“GOVERNMENT™), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1933
as amended (hereinafter referred to as “EGPC”) and POLAR BEAR
INTERNATIONAL PETROLEUMS LIMITED, a company n-
corporated under the laws of Province of ALBERTA (CANADA!
LOCHIEL EXPLORATION LTD. a company incorporated under
the laws of Province of ALBERTA (CANDA) and PAGE PETRO-
LEUM LTD. a companv incorporated under the laws of Province
‘of ALBERTA (CANADA) (hereinafter referred to variouslv as

POLAR or as CONTRCTOR).

WITNESSETH

WHERFAS, all minerals including petroleurn, existing in mines
and quarries in A.R.E., including the territorial waters, and in the
sea bed subject to its jurisdiction and extending bevond the terr:-

torial waters, are the property of the State, and
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WHEREAS, EGPC has applied for an exclusive concession {or
"1 exploration and exploitation of petroleum in and throughout
the area referred to in Article 11, and described in Annex “A™ and
<hown approximatelv on “B’* which are attached hereto and mrels
part hereof; and

WHEREAS, POLAR agrees to undertake its obiigations:
srovided hereinafter as CONTRACTOR with respect to the explo-

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

WHEREAS. the GOVERNMENT desires hereby to grant such
CONCESSION; and

- WHEREAS, the Minister of Petroleum pursuant o the pro-
. visions of Law No. 86 of 1956, mayv enter mto concession agreemetit
with EGPC and with POLAR BEAR INTERNATTONAL PET-

ROLEUMS LIMITED, LOCHIEL EXPLORATION LTD. and
PAGE PETROLEUM LTD. as a contractor. in the Area..

NOW, Therefore, the partics hereto agree as follows :

ARTICLE 1

7y “Fxploration” shall include such geological, geophvsical. aerial
and other survevs as may be contained in the approved Wik
Programs and Budgets. and the drilling of such shot holes. core

loles. stratigraphic tests. holes for the discovery of Petrolevm nt
the appraisal of Petroleum discoveries and other related holes
and wells. and the purchase or acquisition of such supplies.
materials and equipment therefore. all as mav be contained in
‘he approved Work Programs and Budgets. The verh “ex-
~lore” means the act of conducting exploration.
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(b) "Development” shall include, but not be limited to all the ope-

rations and activities pursuant to approved Work Programs and

Budgets under this Agreement with respect to :

(1)  the drilling, plugging, deepening, side tracking, redrilling,

completing, equipping of development wells, the changing
of the status of a well from o1l well to water well and vice

versa and

(1) Design, engineering, construction, installation, servieing and
maintenance of equipment, lines, systems, facﬂities,'plants
and related operations to produce and operate said deve-
lopment wells, taking, treating, handling, storing, flaring.
transporting and delivering petroleum repressuring, recyvcl-
ing and other secondarv recoverv projects, and

(111) Transportation, storage and any other work of activities

necessary or ancillary to the activities specified in {i} and

(i).

(¢) ‘“Petroleum” means liquid crude oil of various densities, asphalt.

gas, casinghead gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and saved

from the area under this Agreement, and all substances that

may be extracted therefrom.

({d} “Liquid Crude Oil” or “Crude Oil” or “Oil” means any hvd-
rocarbon produced from the Area which is in a liquid state at
the wellhead or Gas separators in development leases or which
18 extracted from the gas or casinghead gas in a plant. Such

term mnciudes distilate and condensate.
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“Gas” 1s natural gas both associated and non-associated, and ali

of its comstituent elements produced from anv well in the Area

and all nonhydrocarbon substances theremn, Said term shali
include residual gas.

A “barrel” shall consist of forty-two (42) United States gallons
liguuid measure, corrected to a temperature of sixtv degrees (600
Fahrenheit.

“Commercial Well” means the first well in any geclogicai
feature which after testing for a period of not more than thirte

(30" consecutive dayvs where practical, but n anv event mn accor
dance with sound and accepted industrv production practices.
and verified bv EGPC, is found to be capatle of producing at
the average rate of not less than two thousand (2000" barrels of
il per day (BOPD). The date of discovery of a “Commerciai
Well” is the date on which such well is compieted and tested
according to the above. | |

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

“Effective Date” means the date on which the text of this
Agreement is sioned by the GOVERNMENT. EGPC and

CONTRACTOR after the relevant law 1s issued.

“Year” or “Calendar Year” means a period of twelve (120
months according to the Gregorian Calendar.

“Financial Year” means the GOVERNMENT’s financial veas
according to the laws and regulations of the AR.E.

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

to the Taws and resulations of the AR.E.
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(m) An “Affiliated Company” means a company :

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

holders’ meetings of such company, of which company Is
owned directly or indirectly by a party hereto:

(1) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder's meeting of

a party hereto; or

1) Whose share capital conferring a majority of votes at
stockholders” meetings of such company and the share
capital conferring a majority of votes of stockholders’ meet.

ings of a party hereto are owned directly or indirectly by
the same companv.

(n) Exploration Block shall mean an area, the comer points of
which have to be coincident with 3’ X 3’ latitude and longitude
divisions according to the International Grid System where pos-

sible or with the existing boundaries of The Area cover by
this Concession Agreement as set out in Annex “A”.

(0, Development Block shall mean an area, the corner points of
which have to be coincident with 1’ X 1’ latitude and longitude
divisions according to the International Crid System where pos-
sible or with the existing boundaries of The Area covered
by this Concession Agreement as set out in Annex “A”.

(#) Development Lease (s) shall mean al} or part of Development
Block or Blocks covering the geological structure capable of
production, the comer points of which have to be coincidert
with 17 X 17 latitude and longitude divisions according to the
Intemnational Grid System where possible or with the EXISTINg
houndaries of the Arca covered bv this Concession Agreement
as set out in Annex “A”.
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7} “POLAR GROUP” shall mean; (a) POLAR BEAR INTE-
RNATIONAL PETROLEUMS LIMITED, a company iico-
rporated under the laws of Province of ALBERTA (GAN DA
L.LOCHIEL EXPLORATION LTD. a company incorporatec
under the laws of Province of ALBERTA (CANADA] and

PaGE PEFROLEUM LTD. a company incorporated nnder tie
laws of Province of ALBERTA (CANADA).

ARTICLE 1I
ANNEXES TO THE AGREEMENT

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

Annex “B” is a provisional illustrative map on the scale of
1+ 1000 000 indicating the Area covered and affected by this
Agrecment and described in Annex “A”.

Annex “C” is the form of a Letter of Guaranty to be 1ssued bv

the NATIONAL BANK OF EGYPT, CGairo, Egypt and to be
submitted bv CONTRACTOR one day before the time of signature
bv the Alinister of Petroleum of this Agreement for the sum of one
1‘ million U.S. Dollars guaranteeing the execution of CONTRAC-
TOR'S minimum exploration obligations hereunder for the initial
~x~oration period. Such guaranty shall remam effective tor six {6}
mraths after the end of the said one (1) vear period except as :*
msz- he released prior to that time in accordance with the terms

thereof.

Annex “D” is the form of a Charter of the operating company
-0 be formed as provided for in Article VI hereof.

Annex “E” is the Accounting Procedure.

Annexes “A¥. “B» “C”. “D7, and “E” to this Agreement are
~erebv made part ‘Thereof. and thev shall be considered as having
»omal force and effect with the provisions of this Agreement.
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ARTICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRAC-

TOR subject to the terms, covenants and conditions set out in this -
Agreement which insofar as thev are contrary to or inconsistent with

any provisions of Law No. 66 of 1953, as amended. shal_l have the

- force of Law, an exclusive concession in and to the Area described
in Annexes “A” and “B”, :

(a)

)

The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royalty in cash or in kind of Ten (10) percent of
the total quantity of petroleum produced and saved from the
Area during the development period including renewal. Said
rvoyalty shall be borne and paid by EGPC and shall not be the

nbhgat:on of the CONTRACTOR. The payment of rovalties
by EGPC shall not be deemed to result in income attributable

to the CONTRACTOR.

An initial exploration period of one (1) year shall start from
the Effective Date. Two (2) successive extentions to the ini-
tial exploration period of one and half (1.5) years each.
shall be granted to CONTRACTOR at its option upon thirty
days written notice to EGPC prior to the end of the then Cur-
rent period, and subject only to its having fulfilled its obligations
Hereunder for the preceding period. The Agreement shall be
terminated if no Commercial Discovery is established by the
end of the fourth (4) vear of the exploration period. However,
such period may be extended at CONTRACTOR’s option for

ap to six months to- enable the completion of drilling and

testing of anv well actuallv drilling or testing at the end of
the fourth (4) year of the exploration period, but shall not ex-
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ceed this period by more than six months. The Election Ly
EGPC to undertake a sole risk venture under paragraph (¢
immediately hereafter shall not cxtend the exploration period

nor affect the termination of the Agreement as to CONTRAZL.
TOR. |

(¢; “Commercial Discavery” : After discoverv of a commercial
Well, CONTRACTOR shall undertake, as part of its Explora-
tion program the appraisal of the discovery bv drilling one or
more additional wells, to determine whether such discoverv is
worthy of being developed commercially, taking into considera-
tion the recoverable reserves. production, pipeline and terminal
facilittes required, estimated crude oil prices, and all other
relevant technical and economic factors.

A Commercial Discoverv mav consist of one producing re-
servoir or a group of producing reservoirs which after appraisal
is worthy of being developed commercially, CONTRACTOR

shall give notice of a Commercial Discoverv to EGPC immedia-
tely after the discovery is considered by CONTRACTOR 1t

be worthy of commercial development but n anv event not
later than the date of completion of the second “exploration”
appraisal well, or twelve (12) months following the date of the
discovery of the Commercial Well whichever is earlier. Thr
CONTRAGTOR shall also have the right to give such notice
of Commercial Discoverv with respect to anv reservoir or re-

servoirs even if 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 coliectively. could
be worthv of development.

Following receipt of such notice EGPC and CONTRAC-
TOR shall meet and review all appropriate data with a view
to mutually agreeine upon the existence of a Commercial Dis-
covery. The date of Commercial Discovery shall be the date
EGPC and CONTRACTOR mutnallv agree that a Commer-

cial Discovery exists.



.Ju_i Zi:.glj 59:.1 d.;lé + () .--.” #u bl\'\-) S—u.k R’LC‘»}U
s WM d u‘j‘j IR 53dz=n) 34l elgil - h PR f-_q__._., el 233
- ’

L:-.‘U El_':..‘:.;‘ -LA.: jj {.;':JL_',Z:” ‘._é\..:-j'Y‘{ __}g:.t:;-‘ ﬁ'\;'-b:'\ J:L_;-Ll

X e OT i W 1A e S LS e et (VA) e

(4 v - -
Lg.l.“ u:—_,.\_,.::” ._.:._Sl:.“ e t_a.‘ rL_}:H ;_‘_'_.:Jﬂ asly 3 @ 200

o Ame aoh a1 L) S ilGe s Je 1 42 O o
. ‘-‘bl:S‘ C"U-l:i U_jL__R.‘-.‘ thLa.}l v LA‘_’L ("‘{4-)'

et sl e U e L WSAH AN sz O o
S A s ¢ e G W o el JJ\ 41;
u.JL(,.U I B R e e A ad
5 el oo by (Fo) G636 L G s o S A
2 sl ;IL(?—EU L0 bl el A 2l e Of s
sda 1 e gl Sl 5 g d awY sia 8 ke
sdd Al L ks o ST i e o peal amx OB I
o 332l da Ll

el el ok L el as s JALEL Sl i
Sl Ll 25 o ff gl JJI Gy ey AV saaall
Slleadl 203 ST A Goe s o algl iy 40l B PRI
sl UG dl) ool L Sl ol 5 dl G ol
cibead Okl el AL Sl A5EN &S 2 asw O (565
e 33 A Uy d2S MC‘J«:;@\




Y VA m UST 5 () G Vo sl e JT 5 A

It Crude Oi is discovered but is not deemed by CON-
TRACTOR to be a Commercial Discovery under the above
provisions of this paragraph (c), EGPC shall, one (1) vear after

the expiration of the period specified above within which CON-
TRACTOR can give notice of Commercial Discovery, or
eighteen (18) months after the completion of a well not conside-
red a “Commercial Well” have the right, following sty (60)
days notice in writing to CONTRACTOR, at its sole cost, risk
and expense, to develop, produce and dispose of all Crude Oil
from the geological feature on which the well has been drilied.
Said notice shall state the specific area covering said geological

feature to be developed, the wells to be drilled. the production
facilities to be installed and EGPC’s estimated cost thereof.
Within thirty (30) davs after receipt of said notice CON-
TRACTOR may. in writing, elect to develop such area as pro-
vided for in the cﬁsé of Commercial Discoverv hereunder. In

such event all terms of this Agreement shall continue to appty

to the specified area.

If CONTRACTOR elects not to develop such area, the
specific area covering said geological feature shall be set aside
for sole risk operations by EGPC, EGPGC shall be entitled to
perform, or in the event Operatinglompany referred to 1n
Article VI has come into existence, to have Operating Com-

pany perform such operations for it at EGPC's sole cost, Iisy

and expense. When EGPC has recovered from the Crude Oul
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produced from such specific area a quantity of Crude Oil equal
_ In value to three hundred (300; percent of the cost it has incur-
red m carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been a separate
Commercial Discovery, to share in further development and
production of that specific area upon paving EGPC one hundred
(100) percent of such costs incurred by EGPC. Such one hun-
dred 100) percent payment shall be recovered by CONTRAC-
TOR from Cost Recovery Crude Oil in the normal manner
tor the recovery of expenses under Article VII (a). Immedia-
tely following such pavment the specific area shall either (it
revert to the status of an ordinary development lease under
this Agreement and thereafter shall be operated in accordance
with the terms hereof; or (i1t alternatuvelv. in the evenr that
at such time EGPC or its affiliated companv is conducting all
development operations in the area at 1ts sole expense and EGPC
- dm*ts to contnue operating the area shall remain set aside
and CONTRACTOR shal! onlv be entitled to 1ts production

sharing percentage of the Crude Otil as speatied i Article VII
'b) below. The sole risk Crude Oil shall be valued i the
raanner provided in Paragraph (c; of Article VII.  Inthe -nt
-{ any termination of this Agreement under the provisions ot
nazagraph (b’ above this Awrreement shall. however, convnuae
20 apply to ECPC’s operaticn: of any sole nisk venture hereunde.
sithough such Agreement shall huve been ternunated with re-

sect 10 CONTRACTOR  nursuzit o the proviions of sai
: - - .
-aragraph b zabove.
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(d) The development period shall be twenty (20) vears from the
date of the fust Commercial Discovery. This period mayv be
renewed for an additional period of Five (5) years at the
option of CONTRAGTOR upon six (6) months prior written
notice to EGPC. Following Commercial Discovery the extent
of the whole area capable of production to be covered by deve-
lopment lease or leases shall be mutually agreed upon by EGPC
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area shall then be converted auto-
matically into a development lease or leasés without the issuance
of any additional legal instrument or permission.

Development operations thereafter shall be started promptly
by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engineer-
ing principles, until the field is considered to be fully, developed.
In the event no commercial production of Petroleum in regular
shipments is established in any Development Block of the Deve-

~ lopment lease within four (4) years from the date of the appro- '
val of the Minister of Petroluem referred to hereinabove such a
Development Block shall immediately be surrendered.

(¢ CONTRACTOR shall bear and pay all the costs and expenses.
required In carrving out all the operations under this Agreement
but such costs and expenses shall not include anv interest on

investment, and CONTRACTOR shall look only to the Petro-

leum to which it is entitled under this Agreement to recover such
costs and expenses. Such costs and expenses shall be recove-
rable as provided in Article VII. Durmg the termy of this
Agreement and its remewal. the total production achleved in

the conduct of such opcrations shall be divided berween EGPC:
and CONTRACTOR in accordance with tl> provision oi
Article VIL.
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CONTRACTOR shall be subject to the laws in force in
the A.R.L. and the political subdivisions thereof, which
impose taxes on or are measured by income or profits, in-
cluding those laws imposing the commercial and industrial
profits tax, municipal tax, defense tax and national secu-

rity tax on income and dividends paid with respect .
shareholders (hercmafter referred to as "A.R.E. Income

‘Taxes”), and except as otherwise provided in the Agree-
ment, shall comply with the requirements of such laws

with respect to the filing of retums, the assessment of
1ax, and the keeping for review by authorised persons ot
hooks and records.

Any A.RE. Income Taxe: as described above which
may be levied against CONTRACTOR's shareholders as

a result of CONTRACTOR's activitics under this Agree-
ment shall be the responsibility of EGPC.

It is expressly agreed and acknowledged that EGPC's
share of the volume of crude cil as determined under

Article V11 includes a volume of crude ol to meet the
CONTRACTOR’s A.R.E. Income Taxes as described
above in this paragraph (f) (1). EGPC agrees that pro-
ceeds from such crude ol volumes will be used to meet
CONTRACTOR's Income - Tax liahilitv in ARE. as

and when due.

For purposes of applying paragraph (f) (1) of this Article,
the total taxable income of CONTRACTOR in respect

of any Tax Year shall be an amount calculated as follows :

) The total of the sums received by CONTRACLOR
from the sale or other disposition of a1 Crude O
acquired by CONTRACTOR pursuant to Article

VII, paragrephs a0 and (b ;
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(@ The costs and expenses of CONTRACIOR

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

(b) The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and separately disposed of by CONT-
RACTOR pursuan: to Article VII, paragraph
~y AN

("L:} Ol B

PLUS

(i) An amount equal to CONTRACTOR's AR.L.
Income Taxes.

(3) EGPC shall assums. pay and discharge, on behalf ot
CONTRACTOR, CONTRACTOR’s AR.E. Income
Taxes out of the sums received by EGPC from the sale or

other disposition of its share of the Crude Oil.

r4) EGPC shall furnish to CONTRACTOR the proper offi-
cial receipt evidencing the payment of CONTRACTOR’s
A R.E. Income Taxes, within sixty (60) days following tie
receipt bv EGPC of CONTRACTOR tax declaration for
the preceding Tax Year. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount and

other particulars customary for such recepts.

/z) Tn calculating its A.R.E. Income Taxes, EGPC shall be entit-
led to deduct rovalties paid by EGPC to the GOVERNMENT

and the ARE. Income Taxes of CONTRACTOR paid by
EGPC on CONTRACTOR’s behalf.
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ARTICLE IV

WORK PROGRAMI A\D F\PE\TDM URES DLRI\G

EXPLORATION PERIOD

(@) CONTRACTOR shall' commence exploration operations'heie-

uncier not later than six (6) months after the Effective Date.
Aot later than the end of the tw enty fourth month atter the
Effective Date. CONTRACTOR shall start f:xplomuon drill-
ing in the Area, if conmact is still in force with respeet o
Contractor. EGPC shall make available for contractor’s use
ail seismic, wells and other exploration data in EGPC’s possess-

ion with respect to the Area.

The mival exploration period shall be one {I' vear. CONT-
RACTOR may extend this exploration period for two succes-
stve additional periods of one and haif (1.5) vears each respec-
tively in accordance with Article III b, each upon a thirty (30)
days prior written notice to EGPC subject to its expenditure of
1ts minimum exploratioﬁ obligations for the then current peried.

CONTRACTOR shall spend a minimum of one {1) million

US Dollars on exploration operations and activities related the-

reto during the mitial one (1) year exploration period.

For the first one and half (1.5) years period that CONTRAG-
TOR elects to extend beyond the initial exploration period
CONTRACTOR shall spend a minimum of five {5) million US

Dollars and for the second onc and half /1.5 vear extension

period. CONTRACTOR shall spend a minimum of five (5]
mullion U.S. Dollars: each of such extensions shall also include
the drilling of one (1" well.
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N et

Shoul I CONTRACTOR spend more than the minimum
am=2unt regquired to be expended during the initial one (1) vear
exploration period or during any period thereafter, the excess
may be subtracted ficm the minimum amount of money requi-
red to be expended by CONTRACTOR. during any succeed-
g exploration period or periods, as the case mav bé,

In case CONTRACTOR surrenders its exgloration oblig-
aticns in this Agreement as set forth above before or at the end
of the first (1st) year of the initial exploration period, having
expended less than the total sum of one (1) million US Dollars

on exploration or in the event at the end of the first {Ist) year
CONTRACTOR has expended less the said sum in the Area,

an amount equal to the ditference between the said one {1}

muilion US Dollars and the amount actually spent on explora-
tion activities shall be paid by CONTRACTOR to EGPC at

the time of surrendering the three or within three (3} months
trom the end of the initial exploration period, as the case mav
be. Any expenditure deficiency by C ONTRACTOR at, the
end of any additional period for the reasons above-noted shall
simtlarly, result in a pavment by CONTRACTOR to EGPC of
such deficiency. Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such pavments as explofation expenditure in the manner

~provided for under Article VIT in the exent of commercial
production,

Without prejudice to Article III (b), in case no Commercial
Dhscovery is established by the end of the fourth (4th) vear, or
it case CONTRACTOR surrenders its exploration obligatians
under this Agreement prior to such time, EGPC shall not bear
arry of aforesaid expenses spent by CONTRACTOR.
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At least four (4) months prior to the beginning of each financial
vear or at such other times as may mutually be agreed to by
EGPC and CONTRACTOR, CONTRACTOR shall prepare
an Exploration YWork program and Budget for the Area setting
forth the exploration operations which CONTRACTOR pro-

poses to carry out during the ensuing year. During the explora-
ton period, such Work Program and Budget shall be at least
sufficient to satisfy CONTRACTOR’s minimum expenditurs:

- obligations for the period it covers, taking into account any

credits for excess expenditures by CONTRACTOR m prior

exploration period.

The Exploration Work Program and Budger shall be reviewed
by a joint committee to be established bv EGPC and CONT-

RACTOR: after the Effective Date of this Agreement.
This Committee, heremafter referred to as the “Exploration

-Advisory Committee™, shall consist of six (6) members, three (3

of whom shall be appointed by EGPC and three (3) by CONT-

- RAGTOR. The Chairman of the Exploration Advisory Com-
~ mittee shall be designated by EGPG from among the members

appomted by it. The Exploraton Advisory Committee shail
review and give such advice as it decms appropriate with res-
pect to the proposed Work Program and Budget. Following
review by the Exploration Advisory Committee, CONTRAL-

TOR shall make such revisions as CONTRACTOR deems app-
ropriate and submit the Exploration Work Program and Budget
to EGPC for its approval. Following such approval, it is fur-

ther agreed that :

‘) CONTRACTOR shall not substantially revise or modify said
Work Program and Budget nor reduce the approved

budgeted expenditure without the approval of EGPC;
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(1) In the event of emergencies involving danger of loss of lives
or property, CONTRACTOR may expend such additional

" unbudgeted amounts as may be required to allesiate such
danger. Such expenditure shall be considered in all rﬁSme
as explortion expenditure and shall be recovered pursuant
to the provisions of Article-VII hereof.

‘d) CONTRACTOR shall advance all necessary funds for all
materials, cquipment, supplies. personnel administration and
operations pursuant to the Exploration Work Program anc

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

(¢) CONTRACTOR shall be responsible tor the preparation and
performance of the Exploration Work Program which shall ne

implemented te 2 high standard workman ltke mannes and In
consistenice with good industry practices

Fxcept as is appropriate for preparation of  $peCi

ized stucies such as the procesing of data lshoratory

:ecialized engincering and development c"ﬂd' thirecn. to e

c i:rx - 1 "'*r*'rl
:.tl — AN

t'"b

macls m spocialis ised centers outsice A.R.E.,
geophysical studies aswell” as 1y other :_~tuc'tms re‘ated to  the

D’ltﬁim"'lf.'é of this Agreement, shal' he ‘T‘"—‘dﬁ in me AR.L.

CONTRACTOR sha'l entrust th* ma n'm'a,mem nf explora-
serations in the AR.E. to 133 teclﬁnca‘li co*npe:.f’-n- Gene-

1on on

ral Mapager and Deputy General Manzrer. The names of such
Manager oo Deputs {00 meral Mans o0 chall, ttpon appointe
ment, be forthwith nedifled w she G4 ‘V'“"”.:'} [LNT nd 0
EGPC. Tiz-— General Manager and, 1 his absence. t}‘lu'DEDutV
Genaral Mruager shall Lo v v O O:‘{TRA CTOE. «

. 4 l-..-_,t...- - . iy E
sifficient mowers (0 cary Out :mms:‘c[*?.-.-,--. A Ja-eial w .1=.t-_n
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directions given to them by the GOV ERNMENT or its repre-
sentative under the terms of this Agrecment. Al [awful re-
gulations issued or hereafter to be issucd which are applicable
hereunder and not in cenflict with this Agreement shall apply
to CONTRACTOR. '

7! CONTRACTOR shall suppty EGPC, within thire (30 days

from the end of each calendar quarter. with a Sratement of
Exploration Activity showing costs incurred by CONTRAG-
TOR during such quarter. CONTRACTOR's records and
necessary supporting docuiments shall be available for [aspec-
tion by EGPC at any time durmg regular working hours for
three (3' months from the date of receiving each Statement.
Within the three 3} months from the dute of recerviig
such Statement, EGPL shall advise CONTRACTOR N wit-
mg 1if it considers
(1)  that the record of costs is not correct :

() that the costs of goods or services supplied are nci in line
with the international market plices tor goods or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied. provided
how;#er,‘ that purchases made and services performed

within A.R.E. shall be subject to Article XXV;

(fii! that the condition of the materials furnishe! by CONT-
RACTOR does not tallv with their prices; or

(v} that the costs incurred are not reasonzably required for
operations.

CONTEACTOR <hall confer with EGPC i connection
with the pichlems thus presented, and parties shall attempt to
reach a settlement which is mutually satistactory.  If within
the time Limit of the three (3) menchs period provided for in
this paragraph, EGPC has not advised CONTRACTOR of iis
objecticn to any statement. such statement shall be consider«|
as approved. |



oA i e o B () S Yo Mt — Rl i LT
‘____—__________________,__—-—-—————_'

l.- L;.-Jl ..--L J.{u— (T') h"L ‘5-\-# [_3 UIL..‘ ‘ki..;“ -y LAy b2l
h"“df:.-ﬂ .JLd- ! u.J*L.".':: “[ ‘H.L\L’i._

U L D ;w SIISTIA Y ._).x_.l‘..u.d
o LgdC

i

{.9"""""3 i‘-lﬁ-i: J ‘..L.L_._, "*—*J;L'f‘ C,L,.i 13’ ::_., u*!‘_’t*l "'#-J (j>
Jalid Gros o 2 bgnt WB 7l n D3 ) o
&_}v&}ﬁnﬂ—ilwgiba;ﬂ:msgbL,_,L‘JZ, MR

: a "YW Yo .' ,.__:_: > 'H

L,

(f_ 'E)d

\_.JLL;.A-U -‘.:_'u......U ‘L‘j...]:.p.‘ 'LL.-IH L_,'L:‘....u {*-l__:-:.! g_,.'!‘i 3 1-....7.‘ J_’;ﬁ-__ (C’;
s JeiEl oe Lo ST ik LN sda g 5 F]
TR LA samnll bV SV sl Stz G b sl
e 3 ub‘}!_g-d‘ 3 Ah P.Du u_}c( Lfl; J,._.a‘}“ o )t E L}_‘L'r

P-\é-_'.:.....:_g Sﬁw' {_g,_»:li Jla:‘\il {JL...U \J,o (—«LJ _§.U -t_,.:yi
jJ.‘? .'l_’; L..:Léj_f . a-L,.:lli \JE‘;.:I L_-L..J L__r.ztjl Lé"\f_‘.::j

. Js
(4t 5L )
IO PR SRRV BRI WS
TR LRt

- ane :

d.a.l:.ll o -u.__j.l d (,-,) ;:_,_f'}ﬁ- Lg._,...cu 3__-,-,.1.._.. O L_,;C:-_l] ..,}_;Ui[l _,‘.5-.,1;
CLI.:__,-::J(,_:,.; f"’ﬁﬂ-uu)«:’c...-' :-JJ-_‘ 1.&,—-:“.:- ulh_iaj_,__adwg}

#*L.:._.J .Ju-.a-r 'l}-u.ﬂ.-;’” L.“ d



CF NAAY D Ui s (9) >SS e 2t s 1B

i

—————— L B

If withm the time limit of three (3) months EGPC has
advised contractor of its objections to anyv statement then cont-
ractor shall confer with EGPC in connection with the problem

thus presented and the poarties shall attempt to reach a final
settiement thereto.

() CONTRACTOR shall supply all funds necessary for its ope-
rations in A.R.E. under this Agreement in freely -convertible
currency from abroad. CONTRACTOR shall have the righs
to buy Egyptian currency whenever required and the conversion

shall be made at the local banks in the AR.E. according to
the Official A.R.E. Rate of Exchange,

'k EGPC 1s authorized to advance to Contractor the Egyptian
currency required for the opcrations under this Agreement
agamst recerving from Contractor an cquivalent amount o
US Dollars at such rate of exchange, such dollars to be deposi-
ted in an EGPC account abroad with a correspondent bank of

the National Bank of Egypt. Cairo. Vith drawals from said
account shall be used for financing EGPC’s and its affiliates
foreign currency recuirments in accordance with their appro-

ved budgets. and subject to the approval of the Minuster i
petroleum.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

Ar the end of the twn ( 2) years and six (6) months after the
Effective Date hereof, CON1RACTOR shall relinquish to the
GOVERNMENT a rtotal of thirty (307 percent in Exploration

!

Blocks of the original Area not then converted to a development
lease or leases.
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Without prejudice to Article 111 and XXI, at the end of the

four (4) vear exploration period, CONTRACTOR shall re-
linquish the remainder of the original Area not then converted to

a develobment lease or leases.

VOLUNTARY

CONTRACTOR may voluntarily, during any period relin:
quish all or any part of the Area in the form of Exploration Blocks
provided that at the time of such voluntary relinquishmént its finan-
cial obligations for exploration expenditure under Article IV para-
graph {b) haye been satisfied for such period. |

Any relinquishments hereunder sha'l be credited toward the
* mandatory relinquishment provided for in the preceding paragraph.

Following Commercial Discovery, EGPC and CONTRACG-

TOR shall mutually agree upon any area to be relinquished there-

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

ARTICLE VI

" OPERATION AFTER COMMERCIAL DISCOVERY

{(a; Onm Commercial Discovery, EGPC and CONTRACTOR shall

| form in the A.R.E. an operating company which shall be called
Hekma Petroleumn Company hereinafter referred to as Hekma

or as Operating Company. Operating Company shall be sub-

ject to the laws and regulations mn force in the A.R.E. to the

cxtent that such laws and regulations are not inconsistent with

the provisions of this Agreement or the charter of Hekma.

However., Hekma shall. for the purpose of this Aereement, be
exempted fromn the following laws and regulations as now or
hereafter amended or sithstituted .
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— Law No. 26 of 1954 concerning certain provisions on joint
stock  companies, partnership and limited liablity comn-
panles as amended or substituted.

— Law Na. 141 of 1963 on Roepresentation of Empioyees and

Workers on the Boards of Com narees ;

— Law No. 60 of 1971 on Public Institutions and Public
Sector Unite ; B

—_  Law No. 97 of 1976 organisig dealings in foreign curr-
eNCIeS | |

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

— Presidential Decree No. 1868 of 1974 Testrictifle  some

contracts of Works of the Government to Public Instifu-
tons and Corporation and Public Sector Units,

The Charter of Hekma is hereto attached as Annex “D”"Within
thirty (30} days after the datz of Commercial Discovery, the

Charter shall take effect end Operating Company shall auto-
matically come into existence, without any further procedures,

| Ninety (90) days after the datz Operating Company comes into

existence in accordance with paragraph (b) above, it shail
prepare a cevelopment Work Program and Budget for the
remainder of the year in which the Commercial Discovery ig
made ; and not later than four months before the end of the
current fmancial year (or such other date as may be agreed
upon} and four months preceding the commencement of
each succeeding financial year thereafter {or such other date
as mav he agreed upon) Operating Company shall prepare an
annual Production Scheduale. Work Program and Budget for
the succeeding vear. The Production Schedule, Work Program
and Budget shall be submitted to the Board of Directors for
approval and to be finallv approved bv EGPC.
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(d) Not later than the twentieth (20&1) day of each month Ope-
ratlng Gompany shall funnsh to CONTRAGTOR a written
&tﬂnate_of 1ts total cash reqmrcmmts fcf-expendlmre for the
first half and the secxmd half of hp succeedmg month aprc-
ssed in. US Dollars havmcr regard to the apprm od budget.

Such estimate shali 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

- mext following business day, if such day is not a business dav.

{¢) Operating Company is authorized to keep at its own disp-:')sa.l'
abroad in an account opened with a correspondent bank of

the National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall be
used for payment for goods and services acquired abroad and
for transferring to a local bank in the A.R.E. the reguired
amount to meet expenditures' in Egyptian Pounds, for Opera-
tmg Company in connection with its activities under this
Agreement.

Within sixty (60) days after the end of cach Financial vear,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, dulv certified by
a recognised firm of auditors, showing the funds cerdited to

that account, the disbursements made out of that account and
the balance outstanding at the end of the vear.

l‘ ,d
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{7 1f and for as long during the period of production operations
there exists an excess capacity in facilities which cannot during
the period of such excess be used by the Operating (_ompam |
the Contractor will consult with EGPC to find a mutually
agreed formula whereby EGPC may use the excess capacity if
it so desires without any unreasonable financial, or aperatmnal
dlsadvantage to the Contractor

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

{8} (1) GCost Recovery Crude Oil

| Subject to the auditing provision under this Agree-
ment, CONTRACTOR shail recover all costs and expen-
ses in respect of all the exploration development and
related operations under this Agreement to vhe extent and
out of forty (40) percent per annum of all Cyude Oil pro-

‘duced and saved from all development leases within the
Area -hereunder and not used in petroleum 0peranons Such
Cride Oil is heranafter referved to as “Cost Recovery
Crude Oil”.

All costs and Expenses for all Exploration, Develep-
~ment and Production hereunder, such costs and expenses

shall be recovered from Gost Recovery Crude Oil in the
following manner :

(y All Oneratinq Expenses, incurred after mmal Com-
mercial Production, which for the purposes of this
Agrrement shall mean the date on which the first

 regnlar shinment is made. shall be recoverable either
in the Tax Year in which such costs and expenses are
incurred and paid or the Tax Year in which imtial

- Commercial Production occurs, whichever i< later
date.
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(1)

(i)

Exploration Expenditures mncluding those accumula-
ted prior to the commencement of initial Commercial

Production, which for the purposes of this Agreement
shall mean the date on which the first regular ship-
ment is made. shall be recoverable at the rate of
twenty (20) percent \°per annum starting either in the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which initial Commer-
cial Production commences, whichever is later date.

Development Expenditures, including those accumus
lated pricr to the commencement of mital Commer-
cial Production shall be recoverable at the rate of

twenty (20) percent per annum starting in the Tlax
Year in which such expendltures are incurred and
paid or the Tax Year in which initial Commercial
Production commences, whichever is the later date.

To the extent that, in a Tax Year, costs, expenses Ol
expenditures recoverable per paragraphs (i), (ii) and
(iii) preceding exceed the value of all Cost Recovery
Crude - Qil for such Tax Year, the excess shall be
carried forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but m no
case after the termination of the Agreement, as to
CONTRACTOR.

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

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

9. “Development Expenditures” shall mean all costs
and expenses for development with the excep-

tion of operating expenses.
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3. “Operating Expcenses” shall mean all costs, ex-
penses and expenditures made after initial Com-
mercial Producton, which costs, expenses and
expenditures are not normally depreciable.

However, operating cxpenses shall include work
over repair and maintenance of assets but shall
not include any of the following : side tracking.
redrilling and changing of the status of a well
from oil well to water well and vice vorsa; rep-
lacement of assets or a part of an asset, major
overhauling that extends the life of the awet.
additons, improvements and renewals.

(vi) It is understood and agreed upon that the recovery

of costs and expenses as based upon the rates referred
above shall be allocated to each quarter proportiona-

tely (one fourth to each quarter]. However, any re-
coverable costs and expenses not recovered mn oie

quarter, as thus allocated, shall be carried forward for
recovery 1n the next quarter.

" (2) CONTRACTOR shall each year take and separately

dispose of all Cost Recovery Crude Oil produced, plus its
share of the balance of the Crude Oil as stipulated in para-

graph (b) below of this Article VII. To the extent that the
value of the Cost Recovery Crude Oil (as determind in sub-

paragraph (c; below) exceceds the actual recoverable costs
and expenditures, including any carry forward from para-

graph (a) (1) (iv) above, then EGPC and CONTRACTOR
shall share all the Excess Cost Recoverv Crude Oil in the

same percentages as set forth below in this Article VII (b
hereunder.
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2y croduckon Sharing

Tﬁe remarmng s ixty {60 percen of the Crude Oul shal} he
zken and chsposed of separately bx EGPC and CO‘ITRA"

TOR according to the following incremental scale

i

Crude Qil produced and saved under E EGPC  Contractor
this  Agreement arnd not uséd -in| Share . Share
Petroleum operations. | 0’ - o/

. G ; ;0

oarrels per day

—

p—

o e e -

With  respect to the Production ' LEighty (80) f Twenty (20)

segment  0-50.000 BOPD (Monthhy percent . percent
average) :

- Yith respect to the Production = Eightv five Fifteen (13
:egment over 50,000 BOPD (Monthly | (83) percent |  percent
IVerage) | :

C. 1 It the intent of the Parties that the value of the Cast
Recovery Crude Oil shall reflect the prevailing market

price for Crude Oil. For the purpose of evaluating the
prevailng market value of the quantity of Cost Recoverv
Crude Oil to which CONTRACTOR 1s entitled hereunder
during each calendar semester, the weighted average price

realized for comparable quantities on comparable credit
terms in freely converuble currencv from F.O.B. pomt of

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

under all Crude Oil sales contracts currents m effect
whichever shall be used but excluding crude oil spot sales

not consistent with prevailing market prices for simalar
Crude O1l and also excluding Crude Ol sales contracts
i olving barter. It 1s understood that 1 the case
of C.LF. sales, appropriate deductons shall be made for
transpore and insurance charges to calculate the F.O.B.
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)

point of export price; and always taking into account the
advantage or disadvantage of port of loading and other
appropriate adjustment for quality of crude oil, freight
appropriate - adjustments. Neverthless, f CONTRAC-
TOR considers the value of the Cost Recovery Crude Qil
so determined not to reflect the market Conditions pre-

valling during the calendar semester, CONTRACTOR

and EGPG shall meet and mutually agree upon the price.

If during any calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Oil sales contracts

currently in etfect, EGPC and CONTRACTOR shall meet
and mutually agree upon the price of Crude Qil to be used
n determining the value mentioned in sub-paragraph (c)
(1) above, Pending such mutual agreement the price used
shall be the last price determined pursuant to sub-paragraph
(c) (1) or under this sub-paragraph (c) (2) whichever is
later, and appropriate adjustment wil be made thereto

after determination of a mutually agreed price by EGPC
and CONTRACTOR.

(d) Operating Company shall prepare (not less than ninty (90}

days prior to the beginning of each calendar semester following
reqular productien) and fumish in writing to CONTRACTOR

and EGPC a forecast setting out the total quantity of petroleumn

that Operating Company estimates can be produced. saved and

transported hereunder during such calendar semester in accor-

dance with good ol industry practices. Operating Companv
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shall endeavour to produce each calendar semester the forecast
quantity. The Crude Oil shall be run to storage tanks cons-
trﬁtted, malintammed and operated according to Government
Regulations, by Operating Company in which said Crude Oil
shall be metered or otherwise measured for ravalty, anc the

other purposes required by tlus Agreement.

() CONTRACTOR shall have the right and the obligation 1o
separately take and dispose of currently all of the Crude Oil

to which it is entitled as is determined in accordance with sub-
paragraphs (a) and (b) of this Article. Subjert to payment i
sums due EGPC under Articles VI1 {a) {2) and IX, CONT-
RACTOR shall have the right to retain ebroad all funds acqut-

red by it abroad including the proceeds from the sale of 1ts
share of Crude Oil exported.

(jY At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agrse

upon 2 procedure for scheduling tanker liftings from the pomt
of export.

ARTICLE VIII

TITLE TO ASSETS

(a) EGPC shall become the owner of all assets acquired and ownerl
by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accordance
with the following :

(1 Land shall become the propertv of EGPC as soon as it
is purchased.
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(2} Tide to fixed and movable assets shall be transferred

automatically from CONTRACTOR to EGPC as they

‘become subject to recovery in accordance with the provi-
stons of Article VII; however, the full tite to fixed and
mowpble assets shall be transferred automatically from

CONTRACTOR to EGPC at the end of the vear when its
total cost has been recovered by CONTRACTOR in

accordance with the provisions of Artcle VII, or at the

ttme of termination of the Agreement. whichever first

OCCUTS,

The Book value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR w0 EGPC

or by Operaung Company to EGPC and Contractor within
thirty (30) davs of the end of each quarter.

During the term of this Agreement and the renewal period
CONTRACTOR and Operating Company are entitled to the
full use of all fixed and movable assets in connection with
operations hereunder in (1) the Area and (2' anv other area
approved by EGPU and CONTRACTOR. CONTRACTOR
and EGPC shall not dispose of the same except with azreement

~I the other.

CONTRACTOR mav freely impoert into A.R.E.. vse therein
znd freely export at the end of such use machiners and equrp-
+ent which 1t cither rents or ieases in accordance with onosd

Cindustry practices.

ARTICLE IX

BONUSES

7 CONTRACTOR shall pay to EGPC as a Signature Bonus
the cum of five hundred thousand (500,000) U.S. Dollars

oin the Effectize Date.
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1) CONTRACTOR shall also pay to EGPC as a Signature
Bonus the sum of five hundred thousand (500,000) U.S.
Dol'ars before the first dav of the first extension oi the ex-

ploration period.

(t11) CONTRACTOR shall also pav to EGPC as a Signatire
Bonus the sum of one (I} mallion U.S. Dollars before the
first day of the second extensicn of the exploration period.

CONTRACTOR shall pay to EGPC :

The sum of two (2) million U.S. Dollars as a Piroductiem
Bonus when the total average daily production first reaches
the rate of fifty thousand {50,300} barrels per day for a period
of thirty {30) consecutive producing davs. Pavment will be
made within fifteen (15) days thereafter.

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

when the total average daily production first reaches the rate
of one hundred thousand (100,000) barrels per day for a period
of thirty {30} consecutive producing days. Payment will be

made within fifteen (15) days thereafter. |

(&, CONTRACTOR shall also pav to EGPC the additional sum of

n

six {6} million " U.8. Dollars as 2 Production Bonus when
the total average daily production first reaches the rate of one
hundred and fifty thousand (150,000) barrels per day for a

neriod of thirty (30) consecutive producing davs. Pavment wil
be made within fifteen (15) days thereafter.

Both aforesaid Signature and Production Bonuses shall m ne

event be recovered nor amortized by CONTRACTOR.
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(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT (c} hereina-
bove, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRAGTOR

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

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office m A.R.k. at which

notices shall be validly served.

The General Managcr and Deputy General Manager shall be
entrusted by CONTRACTOR with sutficient power to carry out
immediately all local written directions given to him by the
'GOVERNMENT 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 contlict with this Agree-
ment shall apply to the duties and activities of the General Manager

and Deputy General Manager.

All matters and notices shall be deemed to be validly served

which are left at the officeof the General Manager or which are
sent to him bv registered mail o CONTRACTOR s office in A.R.E.

All matters and notices shall be deemed to be validly served
<hich are delivered to the office of the Chairman of EGP( or whirh

“re sent to him by registered mail at EGPC’s mam office in Caun.
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ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, according
to generallv accepted methods 1 use in the o1l industry o
prevent loss or waste of petroleum above or under the ground
m any form during drlling. nrocducmg, aathering and distri-
buting or storage operations. The GOVERNMENT has the
right to nrevent any operation on anv well that it might rea.

- sonably expect would resuit 1 loss or damage to the well or the
oil feld.

(b) Upon completion of the drilling of productive well, Operating
Company shall inform the GOVERNMENT or its repre-
sentative of the time when the well will be tested and the

production rate ascertained.

(c) Except in instances where multiple producing formations 1
the same well can only be produced economically through a

single tubing string; Petroleum shall not be nroduced from mul-

tiple oil carrving zones through one string of tubing at the same
time, except with the prior approval of the GOVERNMENT

or its representafive. i

(d) Operating Company shall record data regarding the quantities
of petroleum and water produced monthly from each develop-

ment lease. Such data shall be sent to the GOVERNMENT
or its representative on the special forms provided for that pur-
pose within thirty (30) davs after 1t i obtained. Dailv or

. - ] I
weeklv statistics regarding the nroduction from the Area shall
he available at all reasonable times for examination by authori-
zed representatives of the GOYERNMENT.
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(¢)

Daily d.rﬂljng 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 wel

after its completlon should be subject to the approval of the repre-
sentative of the GOVERNMENT.

(a)

ARTICLE XII

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and their fore-
1ign. Contractors 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 im-
portation of machinery, equipment, vehicles, materials, sup-
plies, consumable items, foodstuffs and movable property when
certified by responsible representative of EGPC, to be used
solelv in carrying on operations under this Agreement.

Each expatniate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall be
permitted to import and shall be exempt from all customs duties
with respect to the reasonable importation of household goods,
consumable items, foodstuffs (within the limits approved by
Ministery gf Petroleum) and personal effects including one
automobile provided however, that such properties are imported
for the sole use of the employee and his familv and provided
further, that no such property imported by the emplovee shall
be resold by him in the A.R.E. except m accordance with

GOVERNMENT resulations.
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(¢} The exemption provided in (a! of this Article shall not app!+

(d)

to any imported iterns when EGPC considers and shows that
items of the same or substantially the same kind and quality
are manuiactured locally and are available for purchase and

timely delivery in the A.R.E. at a price not higher than ten (10}
percent more than the cost of the imported item before customs

~duties, but after transportation and insurance costs have been

added..

Witheut prejudice to Article VIII. any of the items imported
mto the ARE. either exempt or not-exempt from customs
duties, taxes or imposts under this Article mav be exported by

the mmporting partv at any time without the pavment 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. pro-

vided that the purchasers pay the applicable customs duties,

taxes or imaposts, if anv, except if sold to EGPC or an affiliated

company of EGPC.

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

or Operating Company as scrap or junk (any such CONTRAL-
TOR’s appraisal being subject to EGPC approval and any

such Operating Company’s appraisal being subject to EGPC

and CONTRACTOR approval) may be sold as scrap or junk
without pavment of customs duties, taxes or imposts. |
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(g) In the event of such sale under sub-paragraphs (e) and (f)
above, the proceeds from such sales shall be divided in the

following manner :

CONTRACTOR shall be entitled to reimbursement of its
unrecovered cost, if any, in such matenal or equipment and

~ the excess, if any, shail be paid to EGPC.

(h) “Customs Duties”, as used herem, shall include all duties.
taxes or imposts (except those charges paid to the GOVERN.

MENT for actual services rendered), which are pavable as a
result of the importation of the item or items under considera-

tion.

. () There shall be no licence required, and CONTRACTOR, EGPC

and their respective buyers shall have the richt to export the
petroleum under this Agreement and shall be exempted from
anv duty, tax, fee or any other financial impost in respect ot

the export of Petroleum hereunder.

ARTICLE XIII

BOOKS OF ACCOUNT . ACCOUNTING AND PAYMENTS

(2) EGPC, CONTRACTOR and Operating Company shall each

maintain at their business offices in the AR E. books of account.
i accordance with the Accounting Procedure in Annex o

and accepted accounting practices generally used in the petro-
leum industrv, and such other books and records as mav be

necessarv to show the work performed under this Agreement,

including the amount and value of all petroleum produced and

ved hereunder. CONTRACTOR and Operating Company
shall keep their hooks ot account and accounting records n
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b)

United States Dollars. Operating Company shall iurnish to
the GOVERNMENT or its rcpresentative monthly poturns
showing the amount of petroleury produced anc saved here-
under. Such returns shall be prepared in the form required b
the GOVERNMENT, or its represeatative and shall be signad
by the General Manager or by the Deputy General Manager
or a duly designated deputy. and delivered to the GOVERN-
MENT or its representative within thirty 730" davs after the
ond of the month covered m the retum.

The aforesaid books of account and other books and recoris

referred to above shall be available at all reasonable times for
inspection by cluly authorized representatives of the € ;OVERN-

MENT.

CONTRACTOR shall submit 1o EGPC a Profit and Lo
Statement for the financial Year not later than 3 months aftex
the commencement of the following fmancial vear, t© show
its net profit or loss from the petroleum operations under this

Agreement for such vear.
CONTRACTOR shall at the same time submit a vear-end

Balance Sheet for the same financial Year (o EGPC.. Thr
Balance Sheet and Financial statements sha:l be cerrified by an

Feyptian certified accounting firm accepted hv EGPC.

ARTICLE X1V

RECORDS. REPORTS AND INSPECTION

CONTRACTOR and./or Opcrating Company shall prepare
nd. at all times while this Agreement 1s in force, maintain

~ccurate and current records of its operations m the Area hoere-

nder CONTRACTOR and/or Operating Company shal

sk

furnish the GOVERNMENT or 1ts representative. in confor-



\o
“;:

LYl ke e b odl Gides ol o

| VR T LN SRR I N Vo | B S R P+
S URARPEINE B SN Ls-' sl Dhewil 4@ A 2T e

. ol sl o don 2 i) 4__._;..1 i‘.a__i_g.};‘)r 23 0 i 5.3&4.“

‘dL.......-iJ .:-L- t._.JL-LA-IJL ;\..:\.n.“ 45‘_)._.“ . J_grl;.h .:ﬁ.n:':r"j ﬁbﬂ_
....:3-..1| i......‘lL.:-' oag 4:‘ “‘ -.._.JL...:.I ,A '-L....-..-r ‘Jf L'._....* f-_;p.:: -..‘j.‘:.:.a
C:r_” a3 ot L__- w2 =i -'k.-.‘::.... L.-UJ# n:}‘ ...:.- y 4:- .:»'-__..ll

PR T P e L P N e I ]

J— -

Sideal by aslall al =] _-;--i‘ ‘8 ;_,'_g_‘.l“ L_._‘_: 2oz ‘-’.5:]‘ :_;‘,._.:.“_ ‘

-..__.....-..-'!L.-.ﬂ — 3 5‘;{ g_% -...__..;‘.‘_:.-li:- .,..:,......L!.......ﬁ :-L?.d i_...l.‘ L?. "i....i-' i'-!:“ l_,,__,;___:{!_-,ﬁf‘::
* - _;]. .‘:'--_FLCDJ‘ -...-'.'_::_;..:

{_};‘; - 32 | 22 (‘;'f"f - ,‘...." 5L = BaAla A2 R PPY )]
- ¢ - (- »
¢ I | = Ta. . Y 3y v =
i i - -
cd G OF Cudadl Al aF 2 Jalie. 355 ‘_;:J.-J

.o . » “ - na +.|. & \ - T .
L dyts ( t#ﬂ-r- ) ?‘ e 4.' P u.....li--; (_5* < 2y 4, o (3

.

EURES! L_.S-:L ”Lsﬂu:s-.:-L_.q] _-A-J-— ,,._..__.___U':I

e 22 LLadls «.fL; g g J L 2.

- . . - - .
;}J; s . .-.*f___;” Cei T ;_;___;:....J‘ ___3...:3\ R ;_’a.?:'._. Y (

- —

i . - - - ¥ oy - .

o ealdel ot Lo T i (ghs a Suadd ale 2N 2518 Tas

jr" L.}hﬂﬂig\: _l:"';'::-‘ ‘31 'ﬁ "'"‘-—-"n:‘ ‘;,a::!::: "‘l.;b -l-:--l-:l-'!- - \:;" !-—--_ .I',,:;._;.

._-

Ohslall sds ol 3 L 2s (eeae) G oM s A
L-.—L *;tﬂi-":- Jl

L

4.,.._.1! as ,,L.,,, .

&+ o




V4

W e .  d— s,

(b;

(d)

\EAY 4 e .;_l;f (55 (_5) J;i:!, T:Q LU} .__.:L:._...._ﬂ 5.5..1_;:3;“-

T e .

e I

eplieke—t—— r s m_—

e . it ie—

mity with applicable regulations or as the GOVERNMENT or
1ts repre:sent.ative may reasonably require information and data
concernng its operations under this Agreement.  Operating
Company will perform the functions indicated in this Article
XIV m accordance with their respective role as specified in

Article VT.

GONTRACTOR and/or Operating Company shall save and

keep for a reasonable period of time a representative portion

of each sample of cores and cuttings taken from drilling wells,
to be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or Operating
Company for its own purposes shall be considered available for
inspection at any reasonable time bv the GOVERNMENT or
1ts representatives. Anv such sambles which CONTRAC-
TOR or Operating Company has kept for a period of twelve
(12) months without receipt of instructions to forward them to
the GOVERNMENT or its representatives or elsewhers mav
be disposed of by CONTRACTOR or Operating Companyv at

its cliscretion.

Unless otherwise agreed to by EGPC, in case of exporting anv
rock samples outside A.R.E.. samples equivalent in size and

aquality shall, before such exportation. be delivered to EGPC
as representative of the GOVERNMENT.

Origmnals of records can onlv be exported with the permission
of EGPC; provided. however, that magnetic tapes and anv
other data which must be processed or analyzed outside the
A.R.E. mav he exported if a monitor or a comparable record.
if awailable, is maintained in the AR.E. and provided that
such exports shall be repatriated to AR.E. on the understanc!-
ing that thev belong to EGPC.
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ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shail
have access to the Area covered by this Agreement and to the

operations conducted thereon. Such representatives mav examine
the books, registers and records of EGPC, CONTRACTOR. and

Operating Company and make a reasonable number of SUTVEVs,
drawings and tests for the purpose of enforcing this Acreement.

They shall, for this purpose, be entitled to make reasonable use of
the machinery and instruments of CONTRACTOR or Operating

Companv on the condition that no danger or impediment to the ope-
rations hereunder shall arise directlv or mdirectlv from such use.

The GOVERNMENT shall indemnify and reimburse CONTRAC.-
TOR or Operating Companv for any loss or damage which mav in

tact result from any such use of said machinerv and instruments Such

representatives shall be given reasonable assistance by the AZENTS

and  emplovees of CONTRACTOR or Operating Companv so

that none of the activities shall endanger or hinder the safetv ar

L A Y

etiiciency of the operations. CONTRACTOR or Cperating Com-

panv shall offer such reoresentatives all privileges and faciliries

ceorded to its own emplovees in the field and shall provide them,

free of charge. the use of reasonable office space and of adequarely

furnished housing while thev are in the field for the purpose of
facilitating the objectives of this Article.  Anv and all information

nhtained hv the COVF-P NYTENT or 1ts I'E‘?’)I‘{"‘Qf‘*‘ltgf;‘f'Pg ncleyr thic

Article XVUT <shall be kenr contideontial with respect to the Area.
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ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGVPT PERSONNEL

(a) Itis the desire of EGPC and CONTRACTOR thar operations

hereunder be conducted m a business like and cfficisnt manner.

1. The expatriate admuinistrative, professional and technical
- personne!l emploved by CONTRACTOR or Operating
Company and the personnel of 1ts contracts for the con-
duct of the operations hereunder, shall be granted a resi-
dence as provided for in Law No. 89 of 1960 as amended

and AMinisterial Order No. 9 of 1963 as amended, and

CONTRACTOR agrees that all immigration. passport,
visa and cmployment regulations of the AR.E. shall he

applicable to all alien smplovees of CONTRACTOR wor-
king in the A.R.E.

1O

A minimum of twenty-five (23’ percent nf the combined
salaries and wages of such of the expatriate administrative.
professional and technical personnel emploved by CON-
- TRACTOR or Operating Company shall be paid monthly
in Egyptian Currency. On final repatriation such per-
sonnel shall have the right to remit abroad in U.S. Dollars

or other currencies the unused portion of Egvptian Cur-
rency in excess of twenty-five (23 percent of such ner-
sonnel’s salarv. |

) CONTRACTOR and Operating Companyv shall each select
its employees and determine the number thevent. o be usect for
operations heveuncer.
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(a)

il

CONTRACTOR shall’ after consultation with EGPC’ prepare
and carry out specialized training programs for all its A.R.E.

employees engaged in operations hereunder with respect to
applicable aspects of the petroleurn industrv. CONTRACTOR
and Operating Company undertakes to replace graduuallv their

non-cxecutive expatriate staffs by qualified nationals as they

are available.,

During the period when CONTRACTOR is conducting Ex-
ploration, CONTRACTOR shall give mutuallv agreed numbers

of EGPC employees an opportunitv to attend and participate

in CONTRACTOR’s and CONTRACTORs affiliate training
programs relating to exploration and development operations.

Durmg the exploration period. Contractor shall in consultation

with EGPC, organize specialized programs outside the A.R.E.

for a reasonable number of E(:PC emplovees.

ARTICLE XVIII

LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof! as amended
by Law No. 86 of 1956 and the regulations issued for the im-

plementation thereof, including the regulations for the safe and
efficient performance of operations carried out for the execution

of this Agreement and for the conservation of the petroleum
resources of the A.R.E. provided that no regulations, modifi-

cation or interpretation thereof shall be contrary to or incon-
sistent with provisions of this Agreement.
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() EGPC and CONTRACTOR shall be exempted from all taxes,
except as provided in Article 11T paragraph (f) for income taxes,
with respect to the extracting, producing, exporting or- trans-

porting of petroleum hercunde:r. CONTRACTOR shall aiso
be exemmpted from any tax on capital.

(c; The nghts and obligations of EGZC and CONTRACTOR

under, cnd for the effective term of this Agreement. shall be
governed by and m accordance with the provisions of this Agree-

ment and can only be altered or amended bv the mut::al agree-
ment of the said contracting parties.

(di The contractors and sub-contracters of CONTRACTOR and
Operating Company shall be subject to the provisions of
this Agreement which affect them. Insofar as all regulations
which are duly issued by the GOVERNMENT applv from tirne
to time are not in accord with the provisions of this Agreement,

such regulations shail not apply to the CONTRACTCR and
sub-contractors.

ARTICLE XIX
RIGHT OF REQUISITION

(@) In case of national emergency due to war or immiment expec- -
tation of war or internal causes, the GOVERNMENT mav

requisition all or part of the production from the Area obtained

hereunder and require Operating Company to increase such

praduction to the utmost possible maximum. The GOVERN-
MENT mav also requisition the oil field itself and. if necessarv

related facilities.

/) Tn anv such case. requisitior shall not be effected except after
invitinge EGPC and CONTRACTOR or their representative by
regicter>d letter, with acknowledeerient of receipt. to exnress

their *iows with respect o eich recumsivion,
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(¢) The requisition of production shall be effected by Minisierial
Order. Any requisition of oil field itself, or any related faci-
lities shall be effected by a Presidential Decree dulv notified
to EGPC and CONTRACTOR.

(d) In the event of anv requisition as provided above, the GOVE.
RNMENT shall mdemnify in full EGPC and CONTRACTOR
for the period during which the requisition is maintained, in-
cluding :

(1) All damages which result from such requisition.

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

duction, and

(3) Other obligations of Contractor and EGPC hereunder.

However, any damage resulting from cnemv.attack 1s not
within the meaning of this sub-paragraph (d}. Payment here-

under shall be made to CONTRACTOR in U.S. Dollars
remiftzble abroad. The price paid to CONTRACTOR for

Petroleum taken shall be calculated in accordance with Artide_

VII paragraph (c).

ARTICLE XX
ASSIGNMENT

a) Neither EGPC nor CONTRACTOR may assign 10 2 TIS0n.

Sem - cornaration neo ariv hereio. in whole or m oyt any

. . . : . . Agrer.
of its rights, privileges. duties or obligations under this Agr

mont without the written consent of the GOVERNMENT.
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(b To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled:

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

request is made.

i
N
e

The proposed assignee or assigiiees mist nrocitice reasonable
evidence to the GOVERNMENT of its or their financial
and technical competence.

(3) The instrument of assignment must inciticle provisions.

stating precisely that the assignee is bound by all covenarnts
contained in this Agreement and any medifications o
additicns i writipe that vp to such tme may have ben
made. A draft of such instrument of assiznment shall be
submitted o the GOVERNMENT for roview and aporoval

before being formally executed.

(¢ Tverv exccuted and delivered mstrument of assienment assig-

" nine anv of the rights, privileges. duties or oblizations here-

ander of EGPC or CONTRACTOR. shall be submitted to

the GOVERNMENT. within thirtv /307 Javs after the

COVFERNMENT approves the assienment. 101 registration in_
the l‘a_‘ffistﬂ's. _ |

(d} Anv. ﬁssignmcnt made pursuant to the provisions of this

" Article <hall he free of apv transfer or related aNcs. charges or

fecs. | '

ARTICLE XXI

RREACH OF AGREEMENT AND POWFR TO CANCEL

‘A" The GOVERNMFNT shall hove the vight 9 concel this Agree-
ment hv Order or Presidential Decree, with resnert t+ CON-
TRACTOR. in the following mstances : '

1Y If it knowmezly has submutted anv false statements to (he

GOVERNMENT which werr of a material ~onsicderation
for the execution of this Agreement:
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(2) If it assigns any interest hereunder contrary to the provis-

(3)

(4)

9)

©;

1ons of Article XX hereof;

[t 1t 15 adjudicated bankrupt by a court of competent Jurl-
sdiction ;

If it does not comply with any final decision reached as the
result of court proceedings conducted umder Article XXI111

paragraph (a) hereunder;

If 1t intenuonally exwracts any mineral other than petroleum
not authorized by this Agreement or without tne authority
of the GOVERNMENT, except such extractions as may
be unavoidable as the result of operations conducted hercu-
nder i accordance with acceptec petroleamr industry pra-

ctice and which shall be notitied 10 the GOV ER\\FNT |

Or Its representative as soon as possible: and

If it commits any materiai brs.;“u“h ¢t thy Agreement nr
of the provsions of law No. 66 of 1953. as amnded bv Law
No. 86 of 1956, which are not expresshv contradicted by
the provisions of this Agreement. Such cance:lation sho'l
take place without prejudice to any rignts which may have
accrued to the GOVERNMENT agams: CONTRAC-
TOR in accordance with the provisions of this Agreen:it.
and, in the event of such cancellation, CONTRACTOR

shall have the right to remove from the Area all its perso-
nal property.

(b If the CONTRACTOR deems that one of the aforesaid causes
(other than a force majeure cause referred to in Article XXII
hereof) exists to cancel this Agreement, the GOVERNMENT

shall give CONTRACTOR ninety (90) days written notice per-
sonally served on CONTRCTOR’s General Manager in the

legally official manner and receipt of which is acknowleclged
bv him ~r by his Jezal agents. to remedy anc remove such canse :
but if for anv reason such service is impossble due to unnotitied
change of address, publication in the Official Journal of the
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GOVERNMENT of such notice shall be considered as validly
served upon CONTRACTOR. If at the end of the said ninety

(90) days notice period such cause has not been remedied and

removed, this Agreement mav be cancelled forthwith by Order
or Presidential Decree as aforesaid; provided however, that if
such cause, or the failure to remedy or remove such cause, re-
sults from any act or omission of one party, cancellation of this
Agreement shall be effective onlv against that party and not as
against the other party hereto.

ARTICLE XXII
FORCE MAJEURE

(a) "The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if. and to the extent that, such
non-periormance or delay is caused by force majeure. The
period of any such non-performance or delav, together with
such period as may be necessary for the restoration of any dam-
age done during such delay, shall be added to the time given in
this Agreement for the performance -f such obligation and for
consequently, to the term of this Acreement. hut onlv with res-
pect to the block or blocks affected.

(b; “Force Majeure”, within the meaning of this Article XXIT.
shall be any order. regulation or direction of the GOVERN-
AMFENT of the ARAB RFPURILIC OF EGYPT. or CANADA
with respect to CONTRACTOR whether promulgated in the
form of a law or cherwise or any act of God, insurrection. riot,
war, strike; and other lahor disturbance, fires. floods or any

cause not due to the fault or negligence of FGPC or CON-
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() Any dispute arismg between CONTRACTOR and EGPC m
connection with the present Agreement shall be finally settled
by arbitration. The Arbitration shall be held mn stockholm,
sweden and conducted in accordance with the Rules of Congi-
liation and Arbitration of the International Chamber of Com-
merce. In the event of no provisions being made m these rules
in certain cases, the Arbitrators shall establish their own pro-
cedures. |

‘c) The arbitration shall be initiated by either party giving notice
tol the other party that it elects to refer the dispute to arbi-
tration and that such party (hereinafter referred to as the
“First Party”) has appointed an Arbitrator who shall be iden-

tified in said notice. The other party (hereinafter referred to
as the “Second Party”), within fifteen (15) days shall notify

I

First Party in writing, identifving the Arbitrator that it has
selected.
‘d) 1f the Second Party does not appoint its Armtrator as ofore-

said, the First Party shall have the right to apply to the Court
of Arbitration of the International Chamber of Commerce ™

appoint a second arbirator. The two arbitrators shall 1n thirty
(30) days, sclect a third Arbitrator, failing which the third
Arbitrator shail be appointed by the Court of Arbitration of
the International Chamber of Commerce at the request of

either party.
‘e) The third Arbitrator must be a cinzen of a countrv other than

‘the ARE.and  CANADA and of a country which has
diplomatic refations with both AR.E. and CANADA and shall

have no economic interest in the oil business of the signatories

hereto.

(/' The parties shall extend to the Arbitration board all facilities
(including access to the petroleum operations) for obtaining any
information required for proper determination of the dispute.
The absence or default of any party to the arbitration shall not

be permitted to prevent or hinder the arbitration procedure 1n
anv or all of 1ts stages.

- —1
-
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(g) Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discontin-
ued. In the event the decision or award recognizes that the com-
plaint was justified, provision may be made therein for suci
reparation as may appropriately be made in favor of the
complamant.

(k) Judgement in the award rendered may be entered in any Gourt

having jurisdiction and application may be made in such Gourt

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

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

(7 The provisions of the Agreement relating to arbitration shali
continue in force notwithstanding the termination of this
Agreement.

() PRINCIPLES of GOODWILL — The signatories base thetr
relations with respect to this Agreement on the princip.es of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitration
be given effect and shall be interpreted and applied in confor-
ity with principles of law common to the A.R.k. and
CANADA and in the absence of such principles, then
is conformity with the principles of law normally recognized
by civilized nations in general, including those which have been
applied by International Tribunals.

ARTICLE XXIV

STATUS OF PARTIES

(a) The rights, duties, obligations and liabities In respect of EGPC
and CONTRACTOR hereunder shall be several and rot jom!
or collecive, it being understood that this Agreement shall not
be construed as constituting an association or corporation Or
parmership.
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(b)) CONTRACTR shall be subject to the laws of the place where
it is incorporated regarding their legal status or creation, orga-
mzations, charter and by-laws, shareholding, and ownership,
CGONTRACTOR’s shares of capital which are =ntirelv held
abroad shall not be negotiable in the A.R.E. and shall not b-
offered for public subscription nor shall they be mbject to the

stamp tax on capital shares nor any tax or duty m the A.R.E.

CONTRACTOR shall be exempted from the application of
Law No. 26 0f1954 as amended, and from Law No. 9 of 1964.

or any law superseding any of them.

(¢} All parties comprising CONTRACTOR shall be jointlv and
severally liable for the performance of the obligations under
this Concession Agreement.

ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Opecrating Company, as the case mav be.
and thewr contractors shall :

(a) Give priority to local conractors as long as their prices and pet-
formance are comparable with internaional prices and pertor-

mance. CONTRACTOR and Operating Company shall.
however, subject to the preceding sentence, be exemptd from

the provisions of Presidential Decree No. 1868 of 1974, as
amended. | ‘
(b) Give preference to locally manufactured material. equipment,
machinerv and consumables so long as their guality and time
of deliverv are comparable to internationallv available ma-
terials. equipment, machinery and consumables. However.
such material, equipment, machmery and consumables may he
imported for operations conducted hereunder if the local price

of such items at CONTRACTOR’s or Operating Company's
operatirg base in A.R.E. is more than ten (10) percent higher
than the price of such Imported items before customs duties.
but after transportation and insurance costs have been added.
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ADRTICLE XXVI

ARABIC TEXT

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

ARTICLE XXVII

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 alte-
mative for EGPC and CONTRACTOR jointly. The cost and

expenses in the field of producing non-associated gas shall be recover-
ed in accordance with the Cost Recoverv Principles of Article VII.

Production Sharing Principles of Article VII shall apply to the
value of assoiated and non-associated gas if sold for export and not
used In operations, flared or re-injected. However, any Gas not
exported outside A.R.E. in a liquid or solid state, or not used in
operations (including re-injectiin), shall remain in the property of
the State and may be utilized by EGPC and EGPC shall not be
liable for payment to CONTRACTOR of any costs or expenses

respecting any past operations of CONTRACTOR related to such
Gas. Under no circumstances will CONTRACTOR be responsible
for or bear any cost or expenses incurred for utilization of Gas used

nternally in the A.R.E.
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ARTICLE XXVII1l

GENERAL
The headings or titles to each of the Articles to this Agreement

are soley for the convenience of the parties hereto and shail not
be used with respect to the interpretation or construction of said

Articles.

ARTICLE XXIX
APPROVAL OF THE AR.E. GOVERNMENT

This agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the competent authorizing
the Minister of Petroleum to sign said Agreement and giving this
Agreement full force and effect of law notwithstanding any counte-
rvailing governmental enactment, and the Agreement is signed by

' the GOVERNMENT, EGPC. and CONTRACTCR.

ARAB REPUBLIC OF LGYPT

" EGYPTIAN GENERAL PETROLEUM CORPORATION

Bx ..... e P e -
POLAR BEADR INTERNATIONAL PETROLEUMS
LIMITED
B}*‘ T R IR I I S
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ANNEX A"
SONCESSION AGREEMENT

BETWEEN
- ARE, EGPC & LOCHIEL EXPLORATION LTD
AND OTHESS IN RAS EL HEKMA OFFSHORE AREA
INTHE WESTERN DESERT BASIN

Descripuion of the Area
- Anrnex “B” 3 a provisional illustrative map on the scale of
11 1,00C,000 showing the Area covered and affected by this Agree-
ment. _
The Area 5 bounded by a group of straighr lines. and it
measures approxmately 3200 kms? it is composed of all or part of
49 Exploration 3locks, each complete block of which is six {6}
miuntes lattude 5y six {6) minutes longitude, approximately one
hundred /100) k=s® of surface Area.

It ir to be aoted that the delineation lines of the mndividual
exploration block in Annex “B* are intended to be onlv illustrative
and provisional mmd do not show accurately their true position in
relation o exist-g monuments and geographical features.

Coordinates of the corner points of the Area are given in the

following table, which forms an integral part of this Annex “A”.
Point 47 Lat. X Long. E. Cue Remarks
NO.
1 31° 12 oF 28°  48¢ 00"  South to  point 2
2 Interzaction of Longitude 28°4870G” North west alon~ the
with the higt dde water line of the high tide water line

A.RE.shore of the Mediterraneon  of the AR.E. shore
Sea. - of the Med:terrarean

S>ea to point 3

3 Intersection if Longitude 26° 34° North to point
00”E. with =h high tide water line
of the A.R.E. shore of the Mediter-

ranean Sea.
31 30" W 260 34F Q07 East to pomnt 3

4
5 31° 3 " 270 4 007 South to point 6
6 31° 1§ ®m 270 40 007 East to pomt 7
7 3° 1y W 2% 17 007 South fo point X
8 3l 127 W g0 12t 007 Fast to point |

which is the point
of beginning.
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ANNEX ~C~
LETTER OF GUARANTY

LETTER OF GUARANTY No. CAIRO,
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentmen: :

The Undersigned, National Bank of Egypt , @S
Guarantor, hereby guarantees to the Egyptian General Petrolum
Corporation (hereinafter referred to as EGPC) to the Limit of one
(1) million Dollars in U.S. Currency the performance by POLAR
BEAR INTERNATION PETROLEUMS LIMITED, LOCHIEL
EXPLORATION LTD.. and PAGE PETROLEUM LTD.

(hereinafter referred to as CONTRACTOR of its obligations

required for exploration operation to spend a minimum of one (1)
million  U.S. Dollars during the initial one (1} vear of the explo-
ration period under Article IV of that certam Concession Agreement
(hereinafter referred to as the “Agreement”) coverng that Area
described inAnnexes “A” and “B” of said Agreement. by and bet-
ween the Arab Republic of Egypt (hereinafter referred to as
“ARE., EGPC and CONTRACTOR, dated 29 /1271981,

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditure of said one (1) mitlion US Dollars by the
amount of money expended by CONTRACTOR for such explo-
ration operations during each such quarter. Each such reduction
shall be established bv the joint written statement of EGPC and

CONTRACTOR.

In the event of a Claim by EGPC of non-pertormance or
surrender of the Agreement on the »art of CONTRACTOR prior

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

amount due under the Agreement.
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It 1s a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only provided
that the Guarantor will have been informed in writing by CON-
TRACTOR and EGPC that the Agreement between CON-
TRACTOR, AR.E. and EGPC has become effective accor-

~ding to 1ts terms, and said Guaranty shall become effective on
the Effective Date of said Agreement.

(2) This Letter of Guaranty shall in anv event automatically
EXpire :
(a) One (1) year and six (6) months after the date it becomes
| effective, or
~{b) At such time as the total of the amouats shown on quar-
terly jomnt statements of EGPC and CONTRACTOR
equals or exceeds the amount of sald minimum expendi-

ture obligations. Whichever is earlier.

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

effect that :
(a) CONTRACTOR has failed to perform its expenditure

obligations referred in this Guaranty, and
(b) CONTRACTOR has failed to pay the expenditre de-
ficiency to EGPC.
- We declare that on issuing this Guaranty we did not exceed
the limit of total guaranties which we are entitled to 1ssue as per
Ministry of Economy’s letter No. . dated

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

For NATIONAL BANK OF EGYPT

©

/

J&ccountant - Manager
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ANNEX “D*
CHARTER OF
HEKMA PETROLEUM COMPANY;
ARTICLE I

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the prowvisicas of the
Agreement referred to below and of this Charter.

- The Company shall be subject to all laws and regulations m
force in 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 II

' The name of the Company is "HEKMA Petroleum Company”,
abbreviated as “HEKMA™ and hereinafter referred to as “Operat-

ARTICLE III
The Head Office of HEKMA shall be in the AR.E.
in Cairo. |
ARTICLE TV

The object of HEKMA is to act as the agency through which
EGPC and CONTRACTOR carry out and conduct the Develop-
ment operation required in accordance with the provisions of the
Agreement signed on the twenty ninth day of Dec., 1981 by and
Letween the ARAB REPUBLIC OF EGYPT. THE EGYPTIAN
GENERAL PETROLEUM CORPORATION and CONTRAC-
TOR covering petroleum operations in Hekma Area described

therem.

Operating Company shall also be the agency to carry out and
conduct exploration operations after the date of Commercial Disco-
very pursuant to CONTRACTOR’s Work Program and Budget

approved In accordance with the Agreement.
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Operating Company shall keep account of all costs, cxpenses
and expenditures for such operations under the terms of the Agree-
ment and Annex “E” thereto.

Operating Company shall not engage in any business or un-
dertake any acuvity beyond the performance of said operations.

unless otherwise agreed upon by EGPC and Contractor.

ARTICLE V

The authorized capital of Hekma is twenty thousand Pounds
Egyptian (L.E. 20, 000) divided 1nto five thousand (3.000% shares of
common stock with a value of four Pounds Egvptian (L.E. 4) per
share having equal voting rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pav for, hold and own.
throughout the life of Operating Companv reterred to above, one-
half (14) of the capital stock of Operating Company.

[t is however provided that the case m which either party mav
transter or assign the capital! stock of the Company 1s the event
which either party wishes to transier or assian all or anyv of its nighas
or interests resulting from this Agrerment i3 its entirety. In such
case. such transferring or assigning party (its successors and assigns,
must transfer and assign a stock mterest in Operating Company equal
to the transferred or assigned percentage of ifs ownership interest |
arising from the entirety of the said Agreement.

ARTICLE VI

Operating Company shall not own anv right, title, interest or
estate in or under the Agreement or any development lease created

thereunder or in any of the Petroleum produced from zny explora-
ton block or development lease arca thereunder or mn ant of the
assets. equiprent or other: property obtained or used i connection
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Operating Company shall keep account of all costs, eXpenses
and expenditures for such operations under the terms of the Agree-

ment and Annex “E” thereto.
Operating Company shall not engage in any business or un-

dertake any actvity beyond the performance of said operations.

unless otherwise agreed upon by EGPC and Contractor.
ARTICLE V

- The authorized capital of Hekma is twenty thousand Pounds
Egyptian (L.E. 20, 000) divided mto faive thousana (3,000} shares of
common stock with a value of four Pounds Eqvptian (L.E. 4) per
share having equal voting rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pav for, hold and own,
throughout the life of Operating Companv referred to above, one-
half (14) of the capital stock of Operating Company.

It is however provided that the case in which either party mav
transfer or assign the capital stock of the Company is the event ip
which either party wishes to transier or assign all or any of 1ts rights
or interests resulting from this Agresment in its entirety. In such
case, such transferring or assigning party (its successors and assigns,
must transfer and assign a stock interest in O<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>