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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND
PRODUCTION

Beiwosn

The Government of the Arab Republic of Egypt

and

The Egypiian General Petroleum Corporation
and

Petrobras Internacional S.A. Braspetro

Effective 1973
THIS AGREEMENT, made and entered into this day
of by and beiween the GOVERNMENT OF THE ARAB

REPUBLIC OF EGYPT ”"ARE" (hereinafter referred to as
#The Government”), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1958
»s amended (hereinafter referred to as “EGPC”) wnd PET-
ROBRAS INTERNACIONAL SA. BRASPETRO « BRAZILIAT

Coxporation (hereinafter referred to as BRASPETRO).

WITNESSETH

WHEREAS, Law No.66 of 1953, as amended, established that

all raw materials, including petreleum exising in rnines and
quarnies in A RE, inclading the territorial waters, are the

property of the State; and

WHEREAS, EGPC and BRASPETRO together have applied
for am exclusive agreement for the exploration, development and
production of petrolenm in the NILE VALIEY snd in the
EASTERN AND WESTERN DESERT of EGYPT in an ares
of spproximately Eighteen Thounsand sqquare kilometers hegrein-
after referred to as “the territory”, and more partucularly
deacribed in Annex "“A” hegeof and shown in Annex “B”, each
of which are attached hereto and made a part hereof; and
WHEREAS, the Government desives hereby to grant sach right
to EGPC and BRASPETRO in the proportions of fifty (50)
pexvcent undivided interest to each of eaid parties; and

WHEREAS, the Minister of Petroleam and Minera] Wealth
way be mmthorized, pursuant to the provisions of Artide 50
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of Law No. 86 of 1956 on Mines and Quarries, to enter into
an Agreement under exception terms of Law No.66 of 1953 with

EGFC and BRASPETRO for 1he exploration and exploitation

of petroleum,

NOW. THEREFORE, tlie parties hereto agree as follows :
ARTICLE 1]

DEFINITIONS

1.1 "Exploration’’ shall include such geological, geophysical,
aertal and other surveys as may be appropriate in the judgement
of the Operator and the drilling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of petroleum and
other holes and wells, and the purchase or scquisition of such
supplies, materiuls and equipment therefor, all as the Ovperator
may deem to be necessary and proper. The verb “explore”

means the act of conducting exploration.

12 “Development” shall include the drilling, deepening,
plugging back, completing and equipping of such wells, the
installation of such equipment, lines and systems and the
conducting of such other activities as, in the judgement of the

Operator, may be necessary, consistant with sennd ojl field and

good economic practices.

13 “Production” sial! indude soch activities in the Arab
Republic of Egypt including the construction and use of plants
and facilities, as may be necessary in the judgement of the
Operator for preducing and operating the wells drilled by the
Operator in the territory and for taking, saving, trealing, hand-
Jing, storing, represeuring. reeycling and other secondary
recovery projects, transporting and delivering petroloum.

14 “Petroleum”” means liquid crude oil of various densitiea,
solid petroleum. such as asphaly, orokerite, petroliferons rocks

and petroleum shale, gas, casinghead gas and all other hydro-
carbon substances tha may be found in, and produced, or
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otherwise obtained, and saved from the territory under this

Agreement and all substmccs that may be extracted there{rom.

15 Liquid Crude 0il”” or "Crude 0il” mcans any hydro-
carbon produced from the territory which 18 n a lignid state
at the wellhead or lease separator or which is extracted from

the gas or casinghead gas in a plant. Such term mcludes
distillate and condensate.

1.6 “Gag” is natural gas (excluding casinghead gas) and all
of its constituent elements produced [rom any well in the
territory and all non-hydrocarbonous substances therein. Said
terms shall include residue gas,

1.7 ‘‘Casinghead Gas” means all gas and Il constituent
elements of said gas and all non-hydrocarbonous substances
therein, produced from any well in the territory, which initially
existed in the reservoir in solution with crude oil or as free gas
in the same reservoir .and which is produced with crude oil

or frorm a well the predominant preduction of which is crude oil.

1.8 *’Residue Gas” is the gaseous hydrocarbon remaining

from gas or caringhead gas alter the processing of said gas or
casinghead gas in a plant and any extraction therefrom and

after the deduction therefrom shrinkage in the plant and of
the plant fuel.

1.9 A “Barrel” shall consist of {orty-two (42) United Siates

gallons, liquid measure, corrected to a temperaturs of eixty
(60°} degrees Fahranheat
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110 A “Cubic Foot” of gas or casinghead gas is the amount

thereof required to fill a cubic foot of space when the gas is
at a base pressure of 14.65 pounds per square inch absolute and
at a base temperature of sixty (60°) degrees Fahrenheit. The
(lowing temperature of the gas shall be determined by ther-
mometer rcadings or by any other sound, recognized scientific
method therefore generally accepted by the industry in the
United States of America. The specific gravity of the gas shall
be determined by the methods generally accepted by the industry
in the United States of America,
tion of the gas from Boyle’s law shall be made in accordance
with the procedure recommended by the Nationa] Bureaun of

Standards, United States of America, or some other method

of equiralent accuracy,

1.11 “"Commercial Discovery” means a producmg structure
or any other trap on which two wells have been drilled and
each well has been subjecied 10 a comsecutive thirty (30} day
production test, conducted in accordance with sound production
practices, and venfied by EGPUC with the result that the sum
of the aoverage rate of praduction of each of the two wells
during such test amounis to not less than one thousand and one

hundred {1100) barrels of oil per day if produced [rom 2

producing interval the top of which is located not more than

one thousand {(1000) meters deep from the surface of the ground,

or one thousand and five hundred (1500) barrels of oil per
day if the top of the producing intexval is located below one
thousand (1000) meters from tha surface of the ground but not
more than ome thousand and five hundred (1500)) meters deep
from the surface of the ground, or two thousand and five hun-
dred (2500) barrelx of oil per day if the top of the producing
interval ia located below one thousand and five hnndred (1500)
meters fromn the suface of the ground, but not mﬁm than two

Proper correction for devia-
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thousand (2000) meters deep from the murface of the ground,
or three thousand and five hundred (3500) barrels of oil per day
if the top of the producing interval is below two thousand (2000)
meters from the surface of the ground but not more than two
thousand and five hundred (2500) meters from the surface of
the ground or four thousand (4000) barrels of oi] per day if
the top of the producing interval is below two thousand and

five hundred (2500) meiers from the surface of the ground.

The date of "Comm;mial Discovery” is the date on which such

- wells were completed and tested according to the above.

EGPC and BRASPETRO mnay, jointly, in the light of the
existing circumstances, agre: to waive the thirty (30) dny. test
requirement, and/or agree on lesser averages of pmdm:lim; than

those ltipula.ted ahove, in declaring a commercial discovery.

An order regarding the declaration of the Commercial Dis-
covery shall be taken by the Minister of Pétroleum and Mineral
Wealth., |

112 ~AR.E.” means the Arab Republic of Egypt.

113 “Effective Date’”’ means th2 date on which this Agreement

1s published in the A.RE. Official Joumnal.

114 “Year™ means a period of twelve (12) months secording

to the Gregorian Calendar after the effective date and after each

anniversary of the effective date

1.15 *‘Calendar Year” means the period from January 1 to

December 31, both inclusive, according
Calendar

to the Gregonian

“Financial Year™ means the Covernment's financial

year starting on January lst and ending on December 31st, hoth
dates being inclusive.
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1.16 #Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which any income,

profits or other tax of the Govermment is assessable or payable

according to any apphcable law, regulation or decree of the

Government. |

1.17 “This Apgrecment”™ means this Petrolenm Concession

Agreement as it applies 10 exploration blocks in the territory
and to any block ox blocks after conversion to a development

leama or leases.
1.18 ""Qperator’” means :

(e) BRASPETRO with respect to all exploration operations
from the effective date of this Agreement until the date
of first Commercial Discovery and until the “Operating
Company” is formed and operations twrned over to the
?!Operating Company”; and

(b) The “Operating Company” insofar as all operations, other
than those covered by (a) above, as is more particularly

set forth in Section (8.2) hereirafter.

1.19 An ~Affiliated Company” means a c¢ompany -

(8} The share capial, conferring a majority of wvotes at
stockholders’ meetings of such company, of which is owned
directly or indirectly by a party hereto; |

() Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholdery’ meetings

of a party hereto; or

{c}) Whase share capital conferring a majority of votes at
stockhclders’ meetings of sach company and the share
capital conferring a majority of votes at stockholders
meetings of a party hereto axe owned directly or indireetly
by tho same company.

.
1.20 Reference to any law or regalation in “thja Agreement”

aball be referonce to that law or reguiztion, es amended.
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ARTICLE 10

ANNEXES TO THE AGREEMENT

" The following annexes are herehy incorporated herein and |}

made a part hereof :

(1) Annex A’ is a deseription of the terntory covered and

affected by this Agreement.

(2} Annex B’ is a map on the scale of 1 : 2,000,000 inclu-
ding the territory covered and affected by this Agreement
and described in Annex “A%,

(3) Amnex “C” is the formn of the Letter of Guaranty of Five
Million Four Hundred Thousand (5,400,000} 1L.S. Dollaxs.

(4) Annex “D” is the Accounting Procedure referred to in
Article XIX.

(5) Annex “E” jis the Taxable Proflits procedure referred to
in Article XVL

(6) Annex ”F” iz the form of a Charter of the Operating |

Company to be formed as provided in Artide VIL

ARTICLE TI¥

DETERMINATION OF BLOCKS COVERED
BY THE AGREEMENT

The termtory is divided into blocks hereinafter refexred to
as "exploration blocks” as shown in said Anmex *”B”. Said
blocks have dimensions of six (6) mimutes of longitade and six
(6) minutes of latitede and comtain approximately ene hundred
(100) square kilometers of surface area, more or less. Tt is
agreed that the delineation of the individual exploration blocks
in Annex “B” is Intennded to be only illuatrative and provisions!
and hence may not accurately show their true position in relation
to existing monuments and geogxaphical festures. Tt is, there

fore, understood that the true location of the hlocks may he

d . -
etermined, and Annex "R sccordingly corrected, as the yesult

of sarveys made by EGPC und BRASPETRO and accepted by
the Government,
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ARTICLE IV

GRANT OF RIGHTS AND TERM

( Zasi Y SV )

;-Lll_, &JLJI c..

The Government herey grants EGPC and BRASPETRO their | o5 35— 35 4as S L0 Kl uie Yl on g
respective successors and assigns, in the proportions of Fifty | 1 ke 15 gt L*‘_}-'“ ¢ss JS' | 'JJL:E.U‘ ﬁ] in [:j Al

{50} pervent undivided interest to cach of said grantecs, subject

10 the terms, covenmnts and conditions set out im this Agree

ment which insofar as they contradict with the provisions of Law |

No. 66 of 1953, 2s amended, shall have the force of law, mn
exclusive concession in and to the territory for a primary term
of thirty (30} years from and after the cffective date of this
Agreement, with the xight of said grantees to extend said temm
for an additional period of ten {10) years thercalter by giving
to the Government written notice of such extension not less
than twelve {12) months prior to ihe cxpiration of said primary
tenn, for the purpose of conducting, or causing o be conducted,
within the temritory, expleration, devclopmien!, producing and

other operations for and with respect 1o petroleum.

ABTICLE V

RELINQUISHMENT OF EXPLORATION BELOCKS

.u'L.'I
L‘ -

(5.1) Upon or prior 1o the expiralion of the third year afier
the cifective date of this Agreement, EGPC and BRASPETRO
shall relinquith » number of exploration blocks, (rounded off
to the nearest whole exploration block) equivalent to thirey
(30) percent of the total number of exploration blocks contained
in the temitory delineated in the original Annex “B” which
have not been converted into a development lease or leases and

for which no request for conversion Lian hern made.

{5.2) Upon or prior to the expirstion of the sixth year after
the effective date, EGPC and BRASPETRO shall relinqgnish »
number of exploration hlocks -equal to (rounded off 10 the
nearest whole exploration block) thirty R0} percent of the
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(5.3) Upon the expiration of the eighth year after the
offective date, EGPC and BRASPETRO shall relinguish all the
remaining a:::pl;:nralinn blocks which have not been converted

into a development lease or leases and therefore no reguest for

conversion has been made.

(54) Withomt prejudice to Section (13-1), nothing in this
Agreement shall be construed as requiring EGT'C and BRASP-
ETRO or either of them to relinquish any exploration block
which has either been converted to a development lease or
with respect to which a request for conversion lhas been made.
This Agreement shall termmnate at the end of the eighth 3-,'1:;1-, if

thers has been no Commercial Discovery by that date.

ARTICLE VI ( Laawdldt 30L1Y)
EXPLORATION OBLIGATIONS RO It P o |

(6.1} In lieu of the payment of any explora tion remtals during

the term of this Agreement, BRASPETRO alone shal) Le obliged

s I Coe) ‘IC;ELL;O;JHI d‘,icuur-\...n_,cv \ -1
win (i Wy @ g 2l OB ISV s

3 Cadl Sllee “leaYh =+ b LGlsY!
territery which remains unreleased hereunder, the following J Hﬂh‘j " Ulp v 3 ) s 0L % ¥
emounts | 5 3550 les il 3 o A Y el
gl S ol

to bear and expend hereunder on exploration opcrations in the

() Five million and four hundred thousands United States 5 (af_n-u-- ) e L‘LAA:_}_’ C.E,)b RS (1 )
of America (U.S.A.) Dollars (US. § 5,400,000) darng the Jo elibs ;:('_'Jlg = ol ;,L_YJ]] RIN'PE
first three years (called the imual exploration period). -
Lol 878 g s jﬂl;‘jﬁ,..‘_..-._'_‘;){.,ﬂl
However, it is agreed upon between parties, that BRAS- d‘j'l l ):"‘UL o UJ‘ (:‘L“i
3dly ppedl o0 @ ART i -
5k i i 37y O LY G 42
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PETRO shall spend one million and four hundred

thousands (1,400,000) U.S.A. Dollars during the first year, |

and shall spend two millions (2,000,000) US.A. Dollars
during each of the second and the third year.
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(b) One million and eight hundred thousand United States
of America (US.A.) Dollars (G_S. $ 1,800,000) in each year
during the period conmsisting of the fourth through the
eiphth year.

Such operations, subject to Section (6.6) =hall be conducted
in the territory referred to in Article TII hereof. It is understood
and agreed that if the expenditures in any period or year
hereinabove referred to shall be less than the amount specified
for such period or year, BRASPETRQ shall be obligated to
expend the deficiency of such expenditure during the next
succeeding year. In the event that the expenditure in any period
or year hereanabove referred to shall be in excess of the arnounts
specified for such period or year, such excess shall be credited
agaimst the expenditure obligation of BRASPETRO fur any
succeeding year or years

(62) Notwithstanding anything to the contrary in this
Agreement, upon the ecxpiration of the third year aft;_-.r the
effective date of this Agreement or at any other time after that,
BRASPETRO shall have the privilege to surrender any or all
of the blocks contained in the territory delineated in Annex
“B” then held by it, or its interest in said blocks, provided it
has given ninety (90) days prior written notice 10 the Government.
In the event of so surrendering all of said blocks contained in
the texritory delineated in Annex “B” BRASPETRO shall there-
by be released and discharged of any and all further exploration
and other obligations under this Agreement, provided, however.
that if at the time of sach surrender of all hlocks, expenditures
In prior years and in the year in which such notice of surrender

s given, have agregated less than the amount specified for such

DY o (VAesees ) BT LSy s (o)
s bl el 5 8 G 4 saall by
| S AL o Gl ) Ay g K0
A - |

AN s G Ll 0iin duis (g s

533 BLEYI sda . PN S G U Lal
poedl os o (8 — ) A G Do
Lo 5135 6T I e 131 §) i il
U S 3L S WL Sy dly ot 2
A el adt S e B cadt o
g Il Gleb sk g 2, 56 T
O 31y« YD L I F SR el e
OV Al e e B 513 5 ST s d 380 L
AL AU e w gy LTS, SA o iy
o e $3b I ads OBl 3 2 el
oF g 97l g e Log Al GBI Sl I

o Jb Sl ol oF Ll

o*bd 5 ls WY 2 3 o g AR
deo A L WLt e ;;_u:.ldili;u..:.lllinc'.

O ell> dw iy T 3 1 W Laa 3b o a,b

S S o Qi 5l 05
(D)ol d ) o1 0 Geles § Gt Y1 el
i 3l o (MRS 9l Iy ok 555 O 65 s
P aosadl J )i 6 555 01 42 el
3y e b (\e) e AT ) S L5 4, sl

37 200 (0) Gl O AL et IY) Tabs Ll
IS ors Witoas Lomg DU LT oy a0 0
biny ¢ WY ada a5 5 b g 21 SIS
::lplhﬂlc__:_-a:.ulsdl.up,}_.a.lsl <l ells a
GLI S ydl 3 SR S OY 4o gl lia Lo
3 J& Jedb JWsW i g T 1 i 3o

il &l&LH|C:_..::Op4-_?._,.“ Ii;ul;u]_.;.:ll dl

I—-——-—-—-—-—-—-———-—-—-_‘-‘



MYY Ay v g (0 K) e aadl - ez 2

year and the previous years pursuant to Section (6.1), an amount
equal to the deficiency shail be paid by BRASPETRO to the
Government. However, if such surrender is made before the
termination of the first three years (the initial exploration
pericd) BRASPETRO shall pay to the (Gevernment all the

deficieney for all smsh penzed.

(6.3) However, in the event BRASPETRO wishes to surrender
all exploration blocks except any exploration block or blocks

whicth have been converted to a development lease or Jeases or

for which a request for conversion has heen made, then BRAS-
PETRO shall be obligated alone to bear and spend the remainder
of its exploration expenditure obligations for development for
the joint account of EGPC and BRASPETRO. It is understood
and agreed upon that BRASPETRO shall amertize the monie:
&0 spent atl a rate of not more than five (5) percent as from
the time and mn the manner provided for in Annex “E” for
exploratory expenditure. The excess of the dﬂvﬂ]upml:n;. expen-

diture shall be made jomtly by EGPC and BRASPETRO.

(6.4) Notwithetanding anything 1o the contrary coutained
n this Agreement, it is understood and agreed that BRASPETRO

alone shall bear and pay all exploration costs and expenses !

required for exploration operations conducted within the lerritory
under this Agreement until the date of the Commerc;al Discovery
defined undex Section (1.11), and uniil the amounts provided

for im Section (6.1) for wploratiom obligations have been
sxpendesd.

(6.5) Subject ta Section (6.4), aiter the date of the sbove
Commercial Discovery, EGPC and BRASPETRO shall each bear

and pay fifty (50} percent of all the costs and expeuces

ineurred and paid for she development, produeing’ farther

l
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cxplurati-nﬁ and all other operations conducted in the termitory e N LS,r;“‘y‘ St I par M s ¢ _!1

under this Agreement, provided, however, that EGPC shall not | » " ul" L ASLEY ade | cald - t"‘_}:-:h-{l e

hecome responsible for bearing and puymg its {ifty (50) percent
" of all said further exploration codlz and expenses until BRAS.

PETRO has first {i) made a Commercial Discovery considered
| by both parties worthy of develepment, and development

operations are actually commenced. and (ii) expended hereunder

on exploration operations in the temtory, or in thiat portion of
the territory which remains unreleased under the terma of this
Agreement, a total sum of fourteen million and four hundred

thousand U.S. Dollars (U.S.§ 14,400,000). None of the aforesaid
costs and expenses borme or paid by BRASPETRO alone shall
be a respousibility of, or charge to or for the account of, EGPC.
However, hall of any expenditures made by BRASPETRQ after
the date .nf the Commercial Discovery, over and above the

fourteen million and [our hundred thousand U.S.Dollars (U.S§
14,400,000) exploration obligation, provided such expenditures

have beem made pursuant te a work program and budget

approved by EGPC, shall be repaid by EGPC at such time as

development conunences, and shall not be subject 1o amortiza- ‘

tion by BRASPETRO.

The full cost of acquisition of anv physical property acquired
by BRASPETRO for exploration may be included in the ealcula-
tion of its fourteen million and four hundred thousand U.S.Dollars
(U.S.§ 14,400,000) exploration obligation under Section (6.1),
(6.4) and (6.5), provided, however, that in such cvent if the
property is removed by BRASPETRO permanently from the
concession area and the operations hereunder prior to the
acqquisition by EGPC of an ownership interest therein, the said
amount to be included in the calculation of the said exploraton

ubligation shall be the competitive rental value in the A RE. of
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such property during the period that it was wsed and held in 3 Sl wdy 1_-:-5‘-::“ ;iJL’_"'".'_\"” @I' oo Sl

such operations, or the differemce between the original purchas.
ing price and the fair market price of the property at the ume
it is removed {rom the concesaston area, whicherer is less. Howerver,
if the fair market price exceeds the original purchasing price,

then

exploration obligations shall be the competitive rental value

the amount to be inclueded in the calculation of the

less the difierence between such market price and the original

purchasing price.

It is understood end agreed that in case of acuisition of
a rig, EGPC shall have the right 1o elect in advance whether
the amount to be included in the calculation of BRASPETRO"s
fourteen million and four hundred thousands (U.S. § 14,400,000}
US.Dollars exploration obligation shall be the full cost of

acquisition of the rig or the competitive rental value in %the

A.RE. of such nig during the period that it will be nsed and
held in sueh operations,

(6.6) As a part of the expenditure obligations nssumed
under Section (6.1) :

(e} BRASPETRO shall commence the dolling of an explora-
tion well in the territory prior to the expiration of twa

years after the effective date of this Agreement with

a dnlling rig and necessary related equipment suitahle

{or reaching and completing a well in an objective horizen

of the area. .

(b) During the remaining of the exploration period BRAS-
PETRO shall conduct continuous exploration operation in

order to evaluate the whole territory. At any time or

[rom time to time, alter the completion of a wotal of three

(3) exploration welly in the terntory, if BRASPETRO
considers it injudicious 10 continue the dnlling because of

a lack of detailed geological data on which to bare

drilling locations, it shall have the right, on EGPC
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(c)

(d)

approval, to suspend the drilling operations up 1o a

maximum of twelve (12) months Lo assess the results of

former drilling and/or to conduct new selemic EUrvey.

If a Commercial Discovery is made under this Agreement, | walay ol cBodel LSJl:"‘; ALY UE::.-_T EY

one of the rigs carrying out the dnlling operations at that
time may, thereafter, be employed for development drill-
ing for a maximum period of eiglteen (18) months se

long as the exploration financial commitments relerred to

in this Article VI are satisfied, unless in the light of
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¢xisting circumstanees EGPC approves a requeést made d’l - anal d_,JL.JJ .'u:.l_,.- 'u.....-}l’l NS 151 )

by BRASPETRO that the rig he kept on development

operations for a longer peniod.

EGPC may, in the ligln of cxisting curcumstances, agree

10 the removal of one or mure exploration drifling rigs

from the territory for a period or periods o be determin-

ed at the time.

6.7 Thirty (30) percent of Ihe total exploration obligations

cxpenditures shall be expended in local currency.

This percen-

tage shall be calculated at the end of the exploration period.

ARTICLE Y11

CORPORATE AGENCY : OPERATING COMPANY
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7.1 EGPC and BRASPETRO shall form in the ARE. an A W, oAb ,.S'J__._ LJ’-’}"' 3 et p 8 WA T

Gpmung Company which thall be subject 10 the laws in force J_,._,.].l wl_,.-l‘ PP 45 AT JJ‘LJ £ - J

in the A.R.E. with the exception of Law No. 26 of 1954 on { 140§ I 4 r’) 'J..?’L"‘“

Companies, as amended, Law No. 141 of 1963 on Representation

of Employees and Workers on the Boards of Companies, Law

No. 60 of 1971 on Public Institutiond, and Law No. 61 of 1971

on the Staff Regulations of Public Sector.

1

.2 The Charter of the Operating Company is hereto atta-
ched a5 Annex “F”. Within thirty (30) days after the date of

Commcminl_ Discovery, the Clarter shall take cffect and the
Company shall coine into existence, without any further proce-

dures.
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7.3 EGPC and BRASPETRO each shall pay for, hold and
own, through the life of this Agrecment, onc-half (i} of the
capital stock of the Operating Cunlpa;l]', subject to Article
XXXIIE only in the event that EGPC or BRASPETRO should
transfer or assign all hs rights, utle or interest under, or a
amaller percentage of ownership interest in the entirety of this
Agreement, may such transferring or assigning parly tramsfer or
assign any of the capital stock of the Operating Company and,
in that event, snch transferring or assigning party {(and its
successors and assigns) must transfer and assign a stock intexest
in the Operating Company equal to the irunslesxred or assigned

pcrcentage of ownership interest under the euntirety of this

Agreement.

14 The Opcrating Company shall not own any right, title,
interest or estate in or under this Agfmunut or anf develop-
ment lease created hereunder or im any of the petroleym
produced from any exploration block or development lease
arca hereunder or in any of the eqﬁipmu:.ut or other property

obtained or used in counnection with this Agreement, and shall

not be obligated us a principal for the finuncing or performance

of any of the duties or cobligations of cither EGPC or BRAS.
PETRO under this Agn'ﬂn;nnt‘

7.5 The Operating Company shall be the agency through
which EC-PC{ and BRASPETRO shall carry out and conduet
the operations required by this Agreement in the exploration
blocks and development leases hereunder, in accordance with
the provisions of this Agreement. Expenditures made and costs
and expenses incurred and paid by BRASPETRO alone on
exploration obligations under this Agreement, either by itself
or through the Operating Company shall be counted toward,
snd as parts of, the expenditure obligations of BRASPETRO
”III_‘I-CICI‘ this Agrecment. The Operating G ampatty  shall keep

-

sccount of all expenditures, costs and expenses made by or

for EGPC and BRASPETRO under this Agreement.
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The Operating Company being an agent for EGPC and
BRASPETRO, whenever |Il:l'E:il‘ljl,: is indicated tiat the Qperating
Company shall decide, have discretion or judgement and the
like, it is understood that it is meant that such deciston, diseretion
or judgement 15 the result of the mutual agreement of EGPC and
BRASPETRO, the principals of the Operating Company.

1.6 The Operating Company shall receive and disburse only
the monies contributed or advanced to it, including payment

for its capital stock, by EGPC and BRASPETRO for and in
connection with operations under this Agreement. The Opera-

ting Company shall receive no income noxr make any expenditare

except on behall of EGPC or BRASPETRO.

7.7 The Operating Company shall not engage in any
business or undertake any activity bevond performance of its
fanctions as set {orth in this Agreement.

7.8 'EGPC and. BRASPETRO shall each pay and bear
fi.ftjr (50) percent of the costs and expenses incunred by the Opera-
ting Company on behalf of the partics hereto in carrving: out
joint operations hereunder. Purszant to Article XVITT of the
Concession Agreement, BRASPETRO shall provide jts fifty (50)
percent share of all the joint costs and expenses in US.A. Dollars
or in any foreign currency freely convertible to U.S.;L Dollars
without penalty. EGPC shall provide all the Egyptian pounds

required to the extent it does not exceed its (ifry

share of

(30) percent
all joint costs and expenses, and the remainder of

EGPCs fifty (50) percent share of the joint costs and expenses.

if any, shall be paid by EGPC in US.A. Dollats or

in anyv
foreigmn currency freely convertible to US.A. Dollars withaut
penalty. Unless otherwise agreed between EGPC and BRAS.
PETRO, each party hall put at the disposal of the Operating
Company the dl_y before the first day of esch calendar fuarter

amuants which, when added 1o its chare of joint account funds

then in the hands of the Operating Company, shall he sufficient

o cover anc-half ( 1) of the sxpenditares envisaged for the

then next succeeding calendar quarter.
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7.9 The Operating Company shall be authorized to keep | g3 w8 Cod Laoar H4 OLLIL 451D U_,..‘JJ o

o its own disposal abroad in an account opencd with a eorres-
pondent bank of the National Bank of Egypt, the foreign {unds
advanced by EGPC and BRASPETRO. Withdrawals from said
account shall be used {or payment of goods and services acquired
abroad for the Operating Company in connection with its

activities under tliis Agreement

Within thirty {30) days after the end of each [inancial
year, the Operating Company shall sebmit to the competent
-utlinrit}r a stutement, duly certified by a recogmized firm of
suditors, showing the funds credited to that account, the respee-
tive share of EGCPC and BRASPETRO, the dishurscments made

eut of that acecount and the halance outstanding at the end ol

the vepr

ARTICLE VIIL

OPERATIDNS
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81 BRASPETRO is hereby disignated as Opermtor of the | ZALIL 4B GSLSYI 2da ,_,,a:j... Iyl 3 Cpni

territory covered hereby and of all physical equipment end other | -1, 1) e P gwm Ll 2: U:“ rl_‘,ﬂ"ﬁ wlo)

movahle property used, had or obtuined in connection with
operations hercunder, subject 1o all the teems of this Agreement

for the period ret forth in Parasraph {a} of Seetion {118).

8.2 Subject to the terms, covensnts and conditious set oul
in this Agreement, the Operating Company = lierchy designated

from and after the end of the period set forth in Paragraph (a)
of Scetien {118} 3= the Operator «f the territosy covercq lercms
and of zll the pliysical equipment and other movable praperty

use<l. had or ebtained in commegtion with operations hereunde-

() For the joint account of the partics hereto, to the extent

that such opemtiont herein are made the obligation of

both EGPC and BRASPETRO and 1o the extent that said
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equipment and other movable property are purchased or

obtained by or for said joint aceount.

(6] For the sole aceount of EGPC sole risk operation.

[¢) For the sole account of BRASPETRO sols visk operations
and to complete the exploration obligation of BRASPETRO, if

stili existing after the Operating Company comes into existence.

ARTICLE IX

WORK PROGRAMS AND BUDGETS

BRASPETRO Work Programs arnd Blldgﬂs :

91 BRASPETRO will have the absolute right to prepare
in accordance with its own judgement and discretion sunual
work programs and budgets for exploration, the costs and
expenses of which are to he paid and bome solely by BRAS.
' PETRO as is more particularly set forth in Article VI above.

9.2 Until operations unider this Agreement are turned over
to the Operating Company as is provided for in Article VIII
above, saidd BRASPETRO work programs and budgets will be
presented to an Exploration Committee for its comment and
assistance, provided, however, that after the Operating Company
has taken over operations hereunder, such work pmgra:ﬁs and
budgets will be presented to it for ite comment and assistance.
Until operatigns under this Agreement are turned over to the
Operating Company as is provided for in Article VIII, proposals
fox cach cobtract covering purchases or works the value of which
exceeds {ifty thousand United States Dollars (US. $ 50,000) will
be presemted to the Exploration Committee for ite comment and
assistance, and other matters may be referred to the Exploration

Committee hy mutual agreement of EGPC and RRASPETRO.

The Explonation Committee referred to ahove shall he
a Committee of four (4] miembers, two (2) of whom shall he
appointed by EGPC and the other two by BRASPETRO with
notice to the other within thirty (36} days following the effective
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date of this Agreement. Such notice ehall be in writing, giving
the names and addresses of the respective representatives who
shall be authorized to represent the appointing authority. Either
party will have the right 1o change xts representatives from time
to time by written notice given at least fifteen {15) days in
advance of the change in such representatives. This Committee
will be replaced by the Operating Company when it ascumes

the duties and responsibilities of Operator.

9.3 The first such work pregram and budget will be prepared
and handed to the Exploration Committee within ninety (%)
Jays following the effective date of this Agreement and will cover
the balance of the current {inancial year and the financial year
next succceding. Successive BRASPETRO work programs and
budgets will be submitted to the Exploration Committee or the
Onersting Company, as applicable not later than ninety (90)
days prior to the commencement of each [inancial year which
it covers. BRASPETRO shall have the right to revise its- cur-
rent work programs and budgets from time to time as it deems
advisable. Such revisions will he submitted ta the Exploration
Committee or the Operating Companv. as applicable, for jts

comment ahd aseistance.

BRASPETRO will give due regard and consideration 1o re
commendations of the Exploration Committee or the Opeﬁiing
Company as applicable. Each such work program shal set ot
~in remsonable detail the work to be carried out in this program
and the facilities to he purchased or erected in the termitory

and shall be accompanied by an estimate of the expenditures

tr he required during the period.

The Operating Company Work Programs arud Budgers :

9.4 Within sixtr (60} daya [ollowing the date that the Operat-
tng Company becomes Operator hereunder. an Operating Com.-
pany work program and bhudget covering the operationa to be

carried on at the cnst and expense of hoth partiex hereta, for
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the Operating Company. The Board of Dircctors of the Operat-
ing Company shall meet in the A . R.E, within thirty (30) days
following the preparation of the aforesaid work program and
budget in order to review, revise if neeessary, and agree to such
program and budget. Not later than five (5) months prior to the
commencement of each financial vear, an Operating Company
work program and budger shall e presented by the General
Manager for the next succeeding financial year [or approval
by the Board of Directors of the Operating Company not later
than thirty (30) davs {rom the date of presemtation. Such
work program of he Operating Compeny shall set out in
reasonable detail the work to be carried out under thiz Agree-
meut and the [acilities 10 he purchased or erected in the lﬂrrllﬁry
and shall be accompanied by an estimate of the expconditares
required during the period, reasonably itemized as to the pay-
ments which will be required by calendar quarters from FEGPC
and BRASPETRO in order to make such expenditures. Said work
programs and budgets for each financizl year may he reviewrd

by the Board of Directors of the Operating Company {or possi
ble revision and approval not later than the sixth month of the

current f{inancial vear,

95 The approval hereunder of eracli work program and hud-
get, including amendments thereto, shall constitute the Operat-
ine Company’s anthority as Operator and Agent for EGPC and
BRASPETRO to carrv out the work and to make the expendi-

tures necessary to complr with such work program and budget.

BRASPETRO Expenditures and Data :

9.6 BRASPETRO shall supply EGI'C at the end of esvery
rmuarter with a list of costs incurred hv BRASPETRQ during
mich auarter, the necesrary supporting docoments ta he availa-
ble [or i_n.tpnﬂctinn hy EGPC at any time during regular working

hoors,

-—

97 Within three months (rom the date of rﬂ-rmng rach
such list EGPC chall adviee BRASPETRO in writine if it con.
siders that : {a) t]m_ records of poeta and/or proeeeds are nnt
correct, (D) the cost of gonds or services mppli.eéll are. nat

line with internatintal prices for goods or servess of similar
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quality supplied on similar terms provailing at the ume such
goods or services were supplied, provided, however, that pur-
chases made and services performed within the ARE. shall be
subject to Articie XL, or (¢) the condition of the materials
~ furnished by BRASPETRO in accordance with paragraph 2,
Article 11T of Annex ‘D" does not tally with their estimated
prices, or (d) costs incurred are not required for exploration
operations.

BRASPETRO shall confer with EGPC in connection with the
problem thus presented and the parties shall attempt, withiu
reasonable period, to reach a settlement which is mutually satis-

factory for both of them to determine the final approved ex-

penditure for this quarter of the year

98 If within the time limit of the three (3} months period

BRASPETRO of its objections to any list, such list shall be
considered as approved.

ARTICLE X

SOLE RISK OPERATIONS

101 If the Board of Directors of the Operuting Company
thould fail to approve (a) the drilling, deeping and plugging
back (hereinafter referved @0 as “drlling’®) in the texritory of
any particelar well or (b) any exploration development, pro-
ducing or transportation project (hereinafler referred to as
““project”) or (¢) any other investment for operations under
this Agreement not covered by item (a) or (b) above (hereinafter
referred to as “other investment™), in such event either EGPC
or BRASPETRO, (hereinafter referred to as the ‘‘proposing
party”), shall have the right to propose to the other (herein-
after referred to as “non-proposing party™) that such particular
work (that is, the dnlling, project or other invesiment, as the
casc may be) be done. A copy of such proposal shall be furni.
shed to the Operating Company. Such proposal shall conmtain
the data and specification for the particular work and the

estimated cost thereof. The non proposing party shall have

|
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sixty (60) days from receipt of such proposal in which to elect
to participate equally in the cost of said work by giving written
notice to that effect to the proposing party with a copy te the

Operating Company. If the non-proposing party elects so to

e ———
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parﬁl:i];ntc, the Operating Company, on receipt of said notice,
shall promptly undentake said work at the cost and expense of

the joint account of EGPC and BRASPETRO. If the IION-Prop os-

mg party notilies the proposing party that it does not so elect

bl o SLladb A Sl & 1 S Slhayl s -
A G OB S Ll il e s I s
1=l o JET e ledos = e ¢ SlLaall
Sl ety GICN iy SOl et i
J1i== PR IL I WU | . [t U WP | P

to participate in the particular work, or fails to give any notice
of election to participate within said sixty (60) days period,
then the proposing party shall so notify the Operating Company.

The receipt of such notice shall be the authorization of propos

ing party to the Operating Company to carry out said particular

work as the sole risk operation of the proposing party.

Proposals under items (b} or (¢) of Section (10.1) will be
rearonably itemized and any part agreed to by the non-proposing
varty shall not be considered sole risk and only the remaining

part chall be considered as sole risk operations herenmder.

Propasals for the drilling of each well, wildcat or develop- |

ment, shall he made separatelv and shall include the drilling,

‘completing. testing. equipping of any such well.

10.2 The non-proposmng party may only use the facilities
resulting from a project or other investment by paying a rental
to the proposing party. The rental to he paid shall be sach
that, in the proportion that the oil of the non-proposing party
bears to the total oil yan through or sexrved by said facilities, and |
thall be calculated aecording to the depreciation rates of snch
facilities pursnant to Annex “E” ¥nd the cost and expense of
the operation, repair and maintemanee of the facilities pPlos »
profit of fifteen (15) percent per anoum thereon. Such rentals
shall be paid monthly and payment ghall be made within fifteen
{15) days of receipt of billing. Such rentsl shall be payable until
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such time as the proposing party has received from the said renial
and from sole risk wells drilled by such party, the production of
wlich is being run through or handled by or with such facilities,
the amount as provided in Section {10.3}) and has recovered from

then non-proposing party the payment proivided in Section {10.4)

or (10.5) below, as applicable.

10.3 Prompitly aflter the receipt of the said notice from
the proposing party that the non-propsing party has not clected
to pirticipate in the particular work, the Operating Company
ghall commence the desired drilling project or other imvest
ment which shall be done at the sole cost, ﬂ:peﬁ.-e and riek of
the proposing party. The proposing party shall pay the Operat-
ing Cnmpanjlr quarleﬂ)r and in advance for all the costs and
cxpenses refuired to carry out such sole risk operations. If the
proposing party does not make the [irst pavyment of funds to

the Operating Company therefor within sixty (60} days after

receipt by the Operating Company of said notice. it shall forfeit |

its right to proceed with that sole risk operation.

Any well, project or other investment drilled, undertaken.
constructed or made under this Article, X, shall he operated
and maintained by the Operating Company for the propasing
party’s sole account and the proposing party shal]l pay the
Operating Company muarterly in advance for the costs and ex-
pences required for the operation and maintenance thereof.
The proposing party shall he entitled to receive and shall own
all the petrolenm prodnecedand saved (rom said well or wells

antil the propasing party shall have received therefram or heen
credited. as the caze may he, with

(a) For rach wildeat well, an amount equal to -

(i) the costs cxpenses inewmived and paid by the pro-
poring narty [or sach drilling operations. nelnd-

ing completng. testing and equipping of said well,
plut.
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t
(i) 1wo hundred (209) percent of such costs and expenses. ( y_'f- . ) FH BCIPE JN1 (T) s gt L,

() For cach dovelopment well (which is any well other than | (1_-_-" et ,_l 5 ;-'j Yy ) _l.,, 5 5 Jf i {U)
a wildcat well}, an amount equal 10 : _ o o ]
() e costs and expenses ipcurred and paid : Lo - . o o
by tl oposiz iy for dsm:l dnlling operauon A GC_;‘“ L’}U‘ a5 UJII
e pr 12 party fo L i » - .-
) iding oo ot a L zly UG s L L Ll

including completing, testing and equipping of said |

well, pls. UL G SL (1) el3 ) Blan e by g
(i} one hundred (100) percemt of such costs and expenses. - C:B_jj-a“j wadbH ek o ( / \»o )

(c) For any project in comnection with such drilling or the

| do b Joa o1 it Lg Jad £ 520 5T p (=)

etroleum: resulling therefrom, an amount equal to : | _ . : . i

P & L’)J-l_.l_’l—udclrl-.ﬂk]“_k._.ﬁc,ﬁel___ajl

(i) the costs and expenses incurred and paid by the pro- l‘.,_b f";-’ Lelaner Ujl Q.p‘li_,_,.;ll_j LL_:]L{:Jl (\) -
posing party {or such project, plus. ¢la UH sl s ﬂ_;J_‘ll S 4 C;.El'l L&JLJI

(i£) sevemiy-five (75} percent of such costs and expenses. | el o ('/.V'” ) IS "'_J-?"':‘"‘"J i (T)
v CJBJJ_::L‘_, Ld:”.f::“

(d) An smount equal to the costs and expenses incurred and L ol Uﬂi CJEJ_/-G-LU R P c__,__. ( J)
paid by the proposing party for the operation and main- _;"“ A sy '_}.;._._.."_J C-’:;‘u t._i_}-“ Lgns ¢ |
tenance of said well or wells and project or projects until 3 e o A .r:‘“ ] £ el JL:Q K
such e as the propesing parly so receives the amouts C'L——‘u = 1 43 CJ:"“ G il s L]_"(’ L;_in
referzed 1o in either : {a), (b) and {c) above, as applicable. (__;..); (._,.) \ ( \ ) SN Al e & 4 Wi el

v Gk L3l e 3, S

- 104 Within fory-five (15) duys after tmnvenng the 1otal (':'_.:L—"J @L‘ﬂl L"_!-'_( Eﬂ') '-J,':"'!Ji} Lt JYs d
amounts described in paragraphs {a) throuvgh (d) eof Section | - M0 o L‘.ﬁ A h.;_'} o L Cll_lj s ala J:._..I
fin.3) as applicable, the Operating Company shall give the noo- _L_.:_:]I Oy (.} ) 3 (_-:-.) 4 (..__,) 3 ( | ) WA 3 :.:::11
proposing party wrnlten notice of such xocovery, The uon. i Sy L!;-l"- &J’—; u:-“ thl)ll e (T" — \')
bt~ 2l d 03 Bt I OLLAG ATGH &5

ided by ka ' t ] sh m kind to the pro- C)j“ t_;}‘“ ﬂJL:{ o JLJL:;YI A et
provided by making a payment in cash or ) p C’““f. ;JL du_'}_’ ¢ A L.Jf},, L u‘_‘]l tl,.p_,)l‘ las s
poesing party, within ninety (90} days after recejpt of said notice, la o (,\,) uu....IJ)b A Le _,'{ LA C J:;l-, o JLJ\ u]l
equal to fifty (50). percent of the total of such proposing party’s e J_-,I__i LT J_,f.:\ﬂ J\L;'-\ﬂ f)t._.l @J\: o
costs and expenses refexred to in said sub-paragraphs (a) (i), hl.a:?u:“ ks g ,all_j ‘-l'-_.-‘m‘ ot (/ O ) I UG
St SV 3 Lt a2t J CJ:“ AL
a3 130 e 30y Lo (\)-q-c(\)u:!f(\)‘
_,L‘ﬁ _51 _,,'.:H?::...ai'ut C-’:;h u_}:ﬂ‘_’" _,:».Iﬂ |Mulq
LC]AQJI):.‘:Z\ e EJ;.H.'I Sley 2l sl CJJ:-HJ

pemposing party, upon receipt of such notice, shall have the

right 1o participate jointly with the proposing party as hereafter

(b) (i), (c) (i); as applicable. I: such payment is s0 made to
the proposing party. then, and in such event, said well or wells

and said project or projects. as the case may be, shall be owned

£ — i*
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aud operated, and the petroleum produced therefrom, f any,

shall be owned and received by EGPC and BRASPETRO the

same as other jointly uwned wells, installations and facilities
under the provisions of this Agreement. If the non-proposing

party does not make such payment within the aforcsaid period

of ninety (90) days :

{a) The propueing party shal] succeed to the interest of the

non-propoving party under the terms of this Agreement
i said well or wells and said project or projects, as the
case may be, in the petreleum produced thereform, i

any, and in the snstallations and facilities which were the

subject of such project; and thereaflter the Operating

Company shall continue to operate and maintain such well

or wells and project or projects at the sole cost and epensc
of the propusing party-

(b) All petroleun produced {rem such well or wells shall
be owned and received by such proposng party.

(¢) The propject or projects and said insiallations aind facih-

ties shiall be owned solely by the proposing party.

Any petroleum produced and saved from a well or wells drill-

from the date the
%

to which it is en-

ed under this Article X, dunng the period
proposing party has received the amounts
Litled, as set out above to the expiration of the aforesaid period

of ninety (90) days, shall be owned hy EGPC and BRASPETRU

provided that, the pon-proposing party makes the fifty (5D}
percent payment described above, and pays for ome-half (})
% the costs and expenses for the operation atd maintenance

of smid well or wells and project or projects during said period.

" 105 Any other investment (including the installation, equip-
ment and facilities connected therewith) made by the proposing

_party under -dli! Article X ¢hall be owned by the proposing

party, provided that the non-proposing party shall heve the
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right to acquire a fifty (50) percent undivided interest therein

and in the usa thereof :

() By giving to the proposing party written notice of 1its

(b)

desire s0 to do at any time within the period of twelve
(12} months after the date on which the installations
and facilities, which constitute the subject matter of such

other investiment, are completed and first pul into opera-

\don, and.

By paying to the proposing party, at the time of giving
the written notice lastabove mentioned, an amount equal

to fifty {50) percent of the sum of aii the costs and ex-

penses incwrred and paid by the proposing party for
such other investment. If the non-proposing party fails
to give such motice or to make payment, ss hereinabove
provided in this Section (10.5) said installations and faci-
lities shall be and remain the eole property of the pro-
posing parity and the latter shall be entitled t;; the acle
use, benefit and enjoyment thereof.

10.6 If the non-proposing party acquires the right to joinmtly

participate the property by making the payments specified

under Section (1_0.4} and (10.5), then such payment or payments

received by the proposing party as repayment of the non.pro-

posing party's share of costs and expenses shall be exempt from

all taxation and shall be excluded from proposing party’s

separale gross ncome. Such repayments of costs and t:p::nsca

shall in this case be amortized by the non_proposing party

and the propesing party shall amortize only its fifty (50) percent

share of costs and expenses.

Oil

received by the proposing party according to Section

* (10.3) shall be included in its gross taxable income.

10;? If any well referred 10 in this Article X is a drv hole,

it shall be plugged and abandoned hy the Operating Company

at the sole cost, expenss and risk of the proposing party, and
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the proposing party shall own all the salvable well equipment

snd material in and on said well.

108 A "“"Wildcat Well” under this Agreement means any
well which is (a) drilled more than eight (8) kilometers from
the nearest well producing, or capable of producing, petroleum
in commercial quantities or (b) drilled to a deeper stratigru-

phic horizon than any then producing horizon within eight

(3) kilometers of snoeh well.

ARTICLE XI

AFPROVED PROJECTS AND OTHER INVESTMENT

If the Board of Directors of the Operating Conipany approves
a project or other investment under this Agreement and sub-
sequent to such approval either EGPC or BRASPETRO (here-
inafter ealled ““non-payng party”) is unable to make or provide
for any payment to the Qperating Cclympany when due for such
projest or other investment, the other pany .(hereinnfn:r called
‘‘paving party”) shall have the riglt to advance to the Operat.
ing Company sufflicient funds under this Agreement 10 continue
cperations {or such approved project or other investment, In
the event paving party clects so to continue such operations,

the following terms and conditions shall be applicable :

(i) Following the completion of such project or other invest-
ment, the paying and non-paying panies thall share equ-

ally the costs and expenses of operatiom, repair and ma-

intenance of the fucilities resulting {rom such project

or other investment, insofar as such costs and expenses
occur after such completion and yon.-paying party shall
have the right to use such facilities aqually with paying
party-
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%) smmencing with the firs calendar month (cllawing ‘ U"‘l-?tu -zl Jt” J, L:‘:'.J;:" J‘_:_“ oy :Lﬂ'{‘ Y

e calendar month during which sueh projeet or enher
seestment is completed, won-paying party shall pay te
w-ing party & sum cqual 1o the amount (hercinafter
oted the "deficiency™) by which 1he coets and expenscs
wene by non-paying party are less than fifey (50) por-
~et of the total cosiz and expenrer of such project or
Zer investment plus twents{ive (23) percent of such
wticiencey. This sum shall be pavable monthly in an
cpount which shall be 1/12ih of the amwunl DeGESSATY
I amortize such sum at twice the ap plicable rate described
o Anniex 'E”. The deficicney as seccived by paymyg parly
hzreunder shall be exempt from come laxalion and shall
be excluded {rom the paying party’s grots income for the
wt year in which it is received. The aforesaid part of
the sum whici is twentyfive {23) percent of the deficie-
acv shall be included iwrthe paying party’s gros income
s roceived. Each such monthly payment shall be paid
lw non-paying party to paying party within [ifteen {13)
Javs following each cslender wmonth, comumencing with
Qe aloresaid first calendar month. oniil the alorcsaid

oo has hicen paid,  Such pavments shall be made in the

gamie curroney which was expended by paymg party.

(iii} Any Paymenl made by nor_peying p:riy {for a project

(iv) Fedlowimyg coceipl hy paving party frown non-paying parny

or other investment hereunder prior lo the completion

of such project or other investment (which would therefore

el be smhject to the terms and cwnuditions of thizs Ariycle
x1) and which was not made 1w the Operatimg Company
when due can be paid by the :;un-pa]ring parly to the
()perating Company fox the sole ‘account of p.griné party

et Iater than nine {9) months lrom the oniginal date on
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ARTICLE XII

CONVERSION OF AN EXPLORATION BLOCK
OR BLOCKS TO A DEVELOPMENT LEASE

ploration blocks into a development leaze or leases under the

following conditions :

(a) There must be at least one (1) Commercial Dizcovery on

one of the exploration block or blocks to be included
the lease.

(6) Each development lease shall consist of one or more entire

(c)

exploration blocks. The number of exploration blocks
comprising the development lease shall depend upon
EGPCs and BRASPETROs estimate of the boundary
limits of the potentially productive structure or field.
EGPC and BRASPETRO shall have a reasonable lune,
in the light r:-rf koown and ascertainable geological and
geophysical data to prepare tho aforcsaid estunate in ac-
cordance with sound petrolcum imdustry praclices; pro-

vided, however, that in any event EGPC and BRASPE-
TRO ehall have a maximum of twenty four (24) months

following the date of a Commercial Lhiscovery te com-

plete the eforesaid estimate.

Each development lease shail have the configuration
and dimensions of the outer boundaries of the explora-
tion bloeck or group of blocks, if more than one, con-
verted into such lease, unless the Government, at the
request of the parties, consents 10 different configuraticn
and dimensions on accvunt of topegraphy or other physi-
cal facte. Each development lecase, regardless of the

number of exploration blocks compirieing it, shall for

all development purposes be treated as a single lease.

(d) The Operaung Company shall place and maintain such

monuments at the outside cormers of the exploration

block or group of blocks included in each development

it
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lease as may be necessary to indicate the outside hounda.

ries of the land covered by each such lease.

12.2 In all cases where conversion is autliorized hereunder,

EGFPC and BRASPETRO shall, with rezsonable diligence, take
al] the necessary steps to converi an exploration block or blocks
into a development lesse or leases. The procedure for con.

verting exploration blocks to development leases shall be as

{ollows :

" {a) EGPL and BRASPETRO shall make a written requess,

in trplicate, to the Government, specifying the block
or blocks to be included in the devclopment lease.

(6) 1f there is a Commercial Discovery on the exploration
block or blocks specdied in the request, the Govern-
nient shall approve the request by endorsing its approval
on all three copies thereof and returning one copy to
EGPC and one copy 10 BRASPETRO and the conver-
gion shall, without the issuance of any additional legal
instrument or permission, cunclusively lake effect on the

date of such approval, it being considered that therchy
this Agreement shall have hecome a development lease
with respect to the block or blocks specified in  the
abovementioned request. If the Government [ails, for
a period of sixty (60) days after the €iling of such re-
quest by EGPC and BRASPETRO, to endorse the Gov-
emment’s approval thereon, such approval shall be dee-
med to have been given and endorsed, and the conversion

1o have been accomplished, on the sixty-first (61st) day

after the date on which caid request was filed.

12.3 In the event that either EGPC or BRASPETRO elects
to forfeit its right to acquire a development lease or learses

under the provisions of this Article XL, or elects to abandon any

development lease previously acquired, the other party hereto
shall have the right to socceed to the right or lease 10 be so

forfeited or abandoned sahject 1o

assuming and discharsing
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the obligations of such forleiting party with respect to such
development lease. Thereafler, any such development lease =
«cquired by ECPC or BRASPETRO shall be developed, operated
and maintained by the Operating Company at the direction and

for the sole account of 1he party acsuiring sach lease, and such

party shall reimburse the Operating Company {or the costs and

- expenses rerquired therefor within [ifteen {15) days alter the
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receipt of the Operating Conapany™s billings therefor. Such I LLJ‘.C’J‘C!“ I | .]S'J_t]'l ‘;\ 63_;1;}‘%1-5}11

party shall be entitled to receive and shall own all the petroleum

produced and saved from any well or ‘wells on said development
lease.

ARTICLE XY

DEVELOFPMENT OPERATIONS

13.1 Within four (4} months after the date of conversiom

of an exploration block or blucks o a development lease for the
joint account of EGPC and BRASPETRO, the Operating Comp-

any ehall conumence, and thereafter prosecute with due diligence,

such operations as may be necessary im the ji;.dgemmt of the
Operating Company for the development of the area covered
by the lease; provided that, if within three (3) years after snch

dute of conversion at least ome (1) well capable of producing

a quantity of petroleum safficient to returm the costs ‘and

cxpenses of its qperat.ion has not heen completed on any
explorativn block éumprising such development lease, each such
:xpln:gtiun block ineluded in such development lease shall be
surrendered within thirty (30) days afier the expiration of Eﬂl
three (3) year period, except that, if a well is being drilled
on any such exploration block ou the expiration of said period
of three (3) years, such exploration block shall not be surren-
dc;'ed until thirty (30) days alter sail well js completed and

then only if said well is not capalle of producing the sbove-
mdicated quantity of petrolenn.

3.2 Subject to Adicle XVil. EGPC and PRASPETRO

each shall have the right freelv 1o export angd sell s portion
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of all petroleum which is produced and saved herennder.
BRASPETRO shall be allowed s0 to export and sell its share
of the pctm]eum produced and saved under this Agreement
for the best prices that it can obtain from non-alfiliated comp-
“nics in the light of prevailing maiketing conditions; provided
further that neither of such parties shall knowingly export or
sell, direetly or indirectly, any petroleum produced herenuder
te any foreign power with which the Govermment publicly
prohibits its citizens or agents 10 have commercial relations.

er 1o any subject or citizens of suclhi power.

13.3 Commencing with the date of the first conversion of
an exploration block or more into a development lease or leases,
BRASPETRO, upon receivingr the written request of EGPC
shall arrange or cause to he arranged a line of credit in favour
of EGPC for sums aggregating not more than ten million
United States of America Dollars (U.S. & 10,000,000) at the
interest rate charged hy New York banks to their Prime
Customers at the time the line of credit is from time to time
drawn down plus an amount up to one (1) percent to enable
EGPC to meet ita share of the expenses of joint development
and production operations in the development lease or leases.
The repayment echedule shall he hased on the hest estimate
of the producing rate 1o he expected from the lease and shall
contemplate the allotment of the proceeds of up to fifty (50)
percent of EGP(’s entitlement to loan repavment.  Said estimate
shall he made at the time of the request for the loan. The
terme and conditions of sach line of credit shall he set forth
in 2 Loan Agreement which shall he concJuded hetween the
Lending party and EGPC.

134 No petroleum shall he produced from wells unij]
after a conversion to a leare or Jeases of the hlack or hlocks on
which they are Incated, except for testing and for use hy the
Opersting Company in operations hereunder. The Operating
Company shall have the free use of petrolenm produced hercun.
der for any of its operations under this Agreement finside or
outtide the hlock or hlocks covered by a leare); and no royalty
shall he paid  with respect o the

petroleum  consumed,
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used or unavoidably losi in connection with operations here- | (.3 J":".. > o X s N L;_l" _ﬁ J.__:__U
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13.5 EGPC and/or BRASPETROQ and/or the Operating '-'J":L"J"‘ P i) QS'I_:_HJ 3 Ry ;L_......‘;J! T 0 - \y

Company are permitted lo consirucl, operale and mamtain
within and outside the territory, pipelines, tenminals and other
facilities necessary for the transportation and leading of petro-
lenin produced from 1the development lease or leases to the
coast or other paints of delivery as the case may be. However,

it is understood and agreed upon between parties hereto that,

unless anvthing 10 the contrary is specifically provided herein,

the rles of Law No.66 of 1953 shall prevail

EGPC and BRASPETRO shall agree on the terms and
conditions of financin.g and operating the pipelines, terminals

anil related installations.

The construction and eperation of smch pipelines, terminals
and related installations shall follow the laws and regulations in
force at the time,

Subject to Article 39 provided in Law No.66 of 1953, during

the derm of this Agreement, the pipelines and terminals and

related installations thall be exempted from all taxes, duties

and any other charges levied by the Government, or its agencies

excent for actual serviees rendered.

It is understood and agreed upon that ECPC and/or BRAS-
PETRO shall bhear and pay the remals due for the use of

land 10 legally entitled possescors or owmers, in consequence of
constructing or operating such pipelines, terminals or related
installstions, and shall b~ esponsible for any indemnification

arising therefrom. Such pipline or piplines shall he reserved
‘for the transportation of petroleum produced hv the Operating

Company hereunder; provided, however, that after the require.

ments of EGPC and BRASPETROQ are satisfied, such pipline

ov pipelines may be used by any other petroleum concessionaire

in the ARE. Said concessionaire rhall pay to EGPC and
RRASPETRO for such use a fee computed on 3 unit volume

distance hasiz after taking into consideration the cost of const.
ructing. aperating and maimtaining such pipeline or piplines.

including depreciation therefor. and s reasonable profit.
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ARTICLE XIV

OWNERS HIF AND DISPOSITION OF N
PRODUCTION

14.1 EGPC and BRASPETRO each shall always have the

right to take in kind. own and separatelv dispose of its part,

determined as hereinalter provided, of the petrolenom produced

and savel under thiz Agreement.

142 Subject ta abe Operating Company’s rights wnder

Section (13.4) and subjecr ta the Government’s rights under

Article XVI and XVII hereof, the petroleam which may be

produced and saved under ihis Agreement, without prejudice

to Article X, shall he allocated hetween EGPC and BRASPETRO

in accordance with the following provisions :

(«)

(h)

The Operating Company shall prepare and, not less than
ninety (90) days prior to the beginning of each calendar
semester, furnish, in writing to EGPC and BR&SPETRG
a forecast Eettiilg out the total quantity of petroleum
that the Operating Company estimates can he
produced, saved and transported hereunder during socl:
calendar semester in accordance with good ol industry

practice; provided however. that the first of such [orecasts

shall be prepared an® furnished within fortv-five (45) davs

after the date of conversion of the [irst development
lease which is eonverted hereunder. Such foreeast shall
cover the vemainder of the then current calendar seme.
ster,  Filty (50) percent of thic forecast quantity iz
referved to hereinalter as the “entitlement™ of each pariy

for said calendar semester.

Within thirty (300 davs afier receypt of each prodection

farecast provided for in paragraph (a) of this Section

(14.2) EGPC and BRASPETRO each shall noiily the
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(c)

other and the t'perating Company in writing of the total
guantity of the forecast petroleum, up to the entitlement
of such partv, which it elects to taka during the calendar
semester covercil by said forecast.  Such notification shall
include the pet roleum which that party hereio may have
arreed to sell 1o another party hereto during said calendar

seruester. Tl quantity so elected by each party, as here.

inabove prnvidrd, is referred (o hereinafter as the ““noniin-

ation” of such party for said calendar semester

If at any time ¢ither EGPC or BRASPETRO has taken
If..;- :han onelall () fincluding the Government mﬂ]l}
on its share) ol the total produclmn produced nm.l awcd
under this Agreement and desires to take in expess of
its own enbilement in order to mnh: up the deficiency
described above. such party, the “u.fl‘dcrlif ter”, shall. con-

sult with the vther, the “overlifter” and they shall |

mutually

sgee upon and determine the method and

amount of the make up of the underlifter in excess of its
entitlement, subt»ct 10 any rales pli_ns' and comnitments

of the overlifte:. provided, that if the parties cannot so

agree, the uncrlifter may take ap to filty-five (55)

[‘EIT'EIH ﬂf fﬂ]"d.'.l-‘l rﬂr HE mﬂkﬂ “P.-k:

The Operating “-ompany shall endeavour 10 produce
during vach caitdar semester a quantity of petrolevm
cgual to the <m of the nominations of ECPC and
BRASPETRO. Uhe liquid hydrocarbons shall be run te
jointly owned l:sse tankage which shall be conetrmcted,
maintained and -verated by the Operating Company and
in which said :7sid hydrocarbons shall be measured for

+ rovalty purposes unlese the parties mutoally agree to

another method of measurement: and delivery of said
liguid hydiscarhwns to the owners thereof shall be made

from maid tanks In sccordance with the pProvisions of
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(d) Tn case the actual production shall be less than the sum | §ga%e o Jol ladll -1 3 O S 138 (5
of the nominations of the partics, each party shall toke E,.l'.' s .1:-";: r.._ﬁJLJS olsas bt Slanaa.
and receive (subject to the royalty righiz of the Govemn. sV 3 a SO Ao Jas ‘.._;_;,C,d,lj::_,)

ment under Article XVI) that proportionate part of the . . ~ Ve }
e - e l.J! i I Ll
petroleum sctually produced during cach calendar seme- ‘-’?(' e wlal 3oyl ,» L :
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ster which each sach party’s nominations bears to the | S 5 BB Jraaddl ladl YWY o s
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sum of the nominations of EGFC and BRASPETRO. UJ—‘U baa Slaas Ao J"“‘.’. n gt s

| *:}r‘xjmﬂ!&u@twdl

(¢) If and when it becomes apparent to the Operating | “a 6! [ Sl ST &5 2l e ait 134 (0)
Company-during any calendar semester that either EGPC J_r?-:'“"l g Ji L--'_;ll [51 C.J_‘.’ _,U! Ao dﬁ_—;u_ __4;5? A
or BRASPETRO will not take and receive its full quantity *L—J IR S RS PR CU REPS
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‘any shall curtail the appropriste production so long as 05-'-‘-"‘:‘ f_s-—-a'“ Wl ol o9 C-fl-_-_lajL sl
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its nominahon. .
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(f) Any party shall have the rizhh to increase or decrease J-K_; Ot AR _gT Ay %] (j Tl LiJL ‘_}ﬂ ( 1 )
its nomination during any semester hy giving thirty t.ilall S8 b b A cda e Gleai
(30) days written motier to the Operatine Companv, o L_lU: Lo g (¥e) S Aol 5L Sl
long as the Operating Company is able to make soch ﬂ:;..:_v-l SLLadb 4.yl K_,JJ' ez} d Sl
increase or decrease and provided that such changed | ,,;a. 355 TS 8y jaidt Lia 5l 5b 1 oda
nomination is within such party’s entitlement. dlL) SlimToe LI (3 cd el Sl %
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143 EGPC and BRASPETRO each party shall be separa. el e diabend b s lrsa gl v it
tely responsible for the pavment of the Government rovakty | L U5, L3 oda 3 >, Al L_,f_::" 5 okl 1ol

hereunder with respect to the quantity of petroleum nominated N L. l Y
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and actually received such party i ] = lu:“-‘r d ! LJJ.TH ) u"
y by such party under this Article and

the quantities of petroleam which have been 30ld hv that uj 1 J-’.;‘J ‘.‘:‘."S' I“‘S‘J ¢ a5l _11ada J J;"‘ » L““"‘""
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144 Any extra coets and expenscs incurred on aceomnt of | Anl 35T b 0 545 TSN Sy aey LI LT g o S
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dispose of 11s casinghead gas, the Operating Company shall
have the right, but not the obligation, on hehalfl of such party,
ta sell or otherwis. dispose of-such casinghead gas if necessary
in order to conlinye the production of casinghead gas or of.

other petrolenm. If the Operating Company should sell any

casingheard gas, each sych sale shall be ouly for such reasonable
period of time at j» consist-nt with the minimum needs of the
industry wnder He circumetances, but not in any event to

exceed one (1) Year, and shall be m the best available price,

after use of reasonable dilizence. Any such sale shall be sobject

to the right of FGPC or BRASPETRO to revoke at will the
Operating. Company’s authority ta sell, EGPC and BRASPETRO
at all times retzining the right to take in kind or separately

dispose of such eaginghead gas previously delivered or comniit-

ted to » purchaer

145 Ii natura] gas flows out from a well which is a crude
oil producer, ths portion of it which is not used by EGPC,
- BRASPETRO or the Operating Company for their requirements
and which cani yconomically be (1) =old on the A.R.E. market
or exported or 2} pged for rr::cm:riﬁg liquid md liquefiable
petroleum producis from it or (3) reinjected for pressuss
maintenance purposes, shall be considered surplus gas. Such
gas shall be giren free at well head to the Government to use

iﬂ ill'ljr W:I]" Siv_. dmim

146 Eith~ party which is emtitled 1o petroleum from

any well or welis in the tervitory under the provisions of Article

X hereof shall rerpjve such petroleum in addition to any petro-

leum which sk psrty takes under the provisions of this
Article XIV.

N b

ARTICLE XV

TAVING OF PETROLEUM AND
PREVENTION OF LOSS

151 The Nperating Company shall take all proper mea-

sures, sccordite tg generally acoepted methods in use in the oil \ J_’__,-.U, wl Y d).'a'“
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industry, to prevemt loss or waste of petrolenm in any form
during drillinz, producing, gathering and distributing or storage
operations.  The Government has the right <o prevent any
operatioms on any well that it might reasonally expect would

result in log o damage to the well or the oil field.

132 Upan completion of the drilling of a pMﬂCﬁ"ﬁ
well, the Operatine Company shall infern EGPC as represen-
tative of the Government, of the time when the well will he

teated and 1he pmﬂuﬂinn rate mﬂinﬂ'd-

153 Excspt in instances where multiple producing format.
ioms in the same zone can only be produced economically ‘th““'Gl‘
a single tuhing string, petroleum shall not be produced from
multiple nilearrving zones through -one string of tabing at the

same time, except with prior approval.of EGPC as mﬁrmta-

tive of the {;overnment.

154 The Operating Company chall record data regarding

the quantities of petrolecum and water pmducbﬂ monthly from
each development lease. Such data shall be semt 10 EGPC as
Tepresentative of the Government, on the special forms provided
for that purpose within thirty (30) days after it is obtained.
Daily weekly or gtatistics regarding the production of each
lease shall be available at all reazonable times for examination

by authorized representatives of EGPC as representative of the

Government,

155 Daily drilling records and the graphic logs of wells
must show tlie guantity and type of cement and the amount
of anv other material used in the well for the purposes of
protecting petroleum gas hearing or fresh-water strata. Pipe
wsed for separating water bearing strata in the well or scparating
the petroleum hearing strata shall not be withdrawn without

the wWTitlen il[l{'ﬂ'ﬂvn] of EGPC ax ﬁpfﬂ#“tlﬁfﬂ of the Govern.

ment,
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16.1

(2)

ARTICLE XVI

GOVERNMENT ROYALTIES, RENTALS,
TAXATION

Amounts of Royadlties and Rentals

The Government shall qwn and be entitled, as hercinaf-

ter provided, lo an expensed royalty. The amount of
royalty shall be ten and a half (10.5) percent if the daily
rate of production from the territory is below (fifty
thousand {50000) barrels per day of erude oil and shall

" be increascd 1o twelve and a balf (12.5) percent if the

(b)

daily rate of production from the territory is [ilty thous.

and (50000) barrels per day or more.

EGPC and BRASPETRO together ehall in equal shares
pey to the Government, in advance, on or before the
first day of January of each calendar year a total annual
rental at the rate of LE.2.500 {Two Egyptian Pounds and
Five Hundred Milliemes) per hectare per annum for
all mplnratim-l lands converied into and held ar & deve-
lopment leaze; provided, however, that with respect to
the calendar year in which the conversion to a development
lease accurs, the rental shall be payable at the date of
the cnnversiuﬁ attd shall be in an nﬁnnunt wlich is
proportionate 10 the part of the calendar year remaining
after the date of conversion. If the rovalty during any
calendar vear on production of petroleam from all leaces
equals or exceeds the total remtals paid on the blocks

iuclhuded in all leases for such calendar vear, said rentals

shall be eredited on the rentals due from such party for

the next succeeding calendar vear. If such rovalty during
any calendar vear from all leases is less than the total
rentals paid on the blocks included in all leases for such
calendar vear, an amount cquivalent to such rovalty

shall be credited on the rentzls due frnl-n such party for

the next succerding calendar year.
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(] The Goveruneny tiay take its royalty in kind or in cash, or

partly in kind ang Pantly in cash, st its wribtten election de-

hivered 1o 1he Uperating Company, After the Govern.

. e , .
ment’s 1nitiy) electiun, ng subsequent election 1o change

the mannce of payswamt shall be binding on EGPC and

BRASPET RO ur the Ulmrlﬁn; Cumpull}' untl six {ﬁ}

months after FCEIpt by Operating Company of the

Government subsequem written eleciion.

() Royaity, whether taken by the
in cash, shgll be
tion {16.3),

Government in kind or
valued in the manner provided in Sec-

16.2 Royalty in Ling

{a) If the Governmen, takes iyg

royahty in kind, the Operating
Company liaj]

delivey said royalty currently aud free
Governnjent pursaant to Article 39 of Law

No. 66 of 1953, ;, accordance with the Operating Com.

pany’s productisn schedule, a1 any receiving installation
established l}y LGP and

tative 1n the field yaip storage tanks or along the ropte

1o exceed l'uuneru (1) da}.-'-

fourteen (i4) days e ﬂptruling Cao

to store sugl Yoyalty peiroleum p

IPpany ay continue

rovided it has sorage
tpace available. J,, the event of suy el storage in
excess of fgurtee, 114, davs, the Goverminens

EGPC and BR‘\SPETH{}
i the oil fiel

shall pay

vate {or storags

ds, anl, there chall be no carrent rate

N at , {air rate to0 e ngrﬂ:ﬂ upun in the

st of Aceepted 4 fieid praclice.

After said period of |
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(¢} If the Goverument desires to take ita roylaly on gas and

ted )

casinghead gas in kind, the Government shall, at its sole

cost, expense and nsk, provide its own facilities for xe-

ceiving, gathering and dransporting said royally gas amd

casinghead gas, unless EGPU and BRASPETRO have es-
tablished facilities for such transportation, as provided

in paragraph (a) of Section (16.2).

ECPC and BRASPETRO shall not be required to treat,
dehydrate and desalt, compress or otherwise make marketa-
ble any of the royalty petroleum taken in kind by the Gov-
ernment provided, however, that if EGPC and BRAS.
PETRO conduct such operations in the field for their
own petroleum the Government’s royally petreleum shall
also be so handled, if requesicd by the Governme, with
the petroleum of EGPC and BRASPETRO before delivery
and

to e Goveroment. In such case,

dehydration
desaliation sball be carried out on Govermment royalty
oil free of charge and the Government shall reimburse
EGCPC and BRASPETRO at actual cost for such other

treatiments which ulay be requested by the Government.

16,3 Cesh Royalties

la)

{b)

If the Covermment takes its royalty in cash, sach cash
royalty shall be paid mouthly to the Government in United
States of .ﬁmerica Dollars, or a currency freely cox
vertible, and acceptable by the Government, without
penalty to United States of America Doll;rs, within thirty
(30) days following the end of the month for which sach

royalty is payable.

The Govermument’s royalty on crude oil, when payable
in cash shall be calculated seperately on the basis of the
weighted average export price received hy each of EGPC

and BRASPETRO from non-affiliated purchasers during

thé period for which said royalty is due, such price to
be computed back to the field main storage tanks.
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If it isa not feasible to determine the price or if there L’HC::” r_--_-:'e 13 _51 i "f_"""‘;.f‘“‘:.:‘.p“:l’

Ay h - i
have been no sales to non-affiliated purchasers, such price N Lia e r—!_ 6B b i oy o
shall be aesessed by agreement between the Govem.

| aled -~ | L l S ...E:L
mentg and BRASPETRO with due consideration te the J‘-J Satien S8 el & JC:J Ml ¥ e
price received by producer - vendors ges.erally for crude "“"J'U tale M J "::'H ‘-"J’,',"-'-“ *-'-L--:'_ L

oil of comparable grade and quality at the closest (1o S ----_--1'_,,;l 2] C_,;“J "‘-.—‘f-_;-'\ﬂ 3 J;L-“ r'ﬁ:“

A.R.E.) place of sale for such crude oil, with appropriate rL__;.,_H ._'_'_,J_JH \A__h ‘JL. C:_J *ﬁ -T ;C IJH
adjustments for differences in quantity, quality, location | ¢ ST 3 5940 At b el -

and other terms of sale. ] . e Dem e
other 5 . (.5_:"'!1‘“ GT” _],,_,J;.._, Cg_,li‘_, n)’_,?.“_g

(c) The Government’s royalty on each hyvdrocarbon substa- asl_a “‘*-—-'_T ,_,h' A& gt A Lﬁ' 5361 (""‘)
m:t;:.s, other than crude oil, when payable in cash, shall ulﬁ' \eaT "‘L‘:'-” C--J_,J" *—*jﬁﬂ ;'—_:;_f _;3' 3 y A
be based on the macket value (at the wellhead or, when | OIS 1315 J2J1 L0, e ) 45,00 L3 L
appropriate, at other installations) of such quantity of | 4Ll Ll (AW ol e Lok
said substances from the territory as is sold by EGPC ;J'l:-r.ll: r‘ AV dals et Pl 3 1 T e
and BRASPETRO respectively, during the month for | J%5 J1odl Jo g 2t ps i fll o o '
which payment of royally is due. For dhe purposes | . iy« 54l 5Vl b3 4o Gals T\ P |
hereof, ‘‘market value” shall be the gross sales price re- C:J; ) J(,_ 25U aoa d;,l J;,’g (l:; _,._HL:ZJh}
ceived from purchasers, excluding only affiliuted com- | )¢ )y 5l o o _;_;11 o H:—-“JL?Y'
panies of BRASPETROQ other than the Operating Com- oL TR ol hae Ls g g . §
caih N Sy ally I as dm Ay
oLl Joads leadlaas 521l i J3 Jo O
lhaons Lo EUS a8 9 3oLt adn o dindy Lo
rUR TRV i R P A P PRI P
o sl el el bl g ke
Ll e 5 50 Juod o1 g5 T8 aJ s

> e 4Ll
this paragraph (c} of Seetion {16.3} shall be payable with s gt ag 4]
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pany, less the costs and expenses whicli were ineurred

in transporting, lreating, dehydrating and compressing i
such substances, in otherwize making suc! substances
marketable and whiﬁh., in accurdance with generally ac
cepted accounting and industry practices, are allocable,

or directly chargeable, 1v the quantity thereof to be sold.

Rovalty on each hydrocarbon csubstance reflerred te

respect to the calendar montlh in which 11 is sold

(d) Such royahlics shall be s computed separately with re- i___--u"’l\ M :.:--j'h AR ) ST e B f':" ()
spect to EGPC and BRASPETRO, each on the basis :"l“::':“tfl""tu‘l"-’ 8o u‘lr' Loga JS’J -'-"J::"“i-’

Lga .J.{n_ sl q.:,.:‘a;_,_,.al'l_: ;_j:jL{jU A s

e Al e

of its individual sales, prices, costs and expenses :
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16.4 Taxalion . "'.“"f‘:! | L — 1

f, in respeot of any complete tax -ear or in respect of 3 e . .
(«) If, in respeot of any comple y - . AT 4:__f|_}_,g4,__,4,_\) ‘ !.,(1)
the first and Iast fax years after the effective date of v
i 5L b s ST s
this Agreement, the total amount paid to the Govern- ” et ]2l oY Ujf]

| % ysall AU LSRR IR HaY
ment by EGPC or BRASPETRO, respectively, in the J - ‘CJ. by ‘ -

form of the dutics, customs, income taxcs and other taxes {>r -";-’:"“-’ o 375 5! *""‘"..;“u" ot
(excepting purchase laxes included in the price ol pur. P q’.’.i-’ Jo-2 ":";]J";’J "L'—:.‘f.r""" {3
chases in the local murkey, duties paid to the Governmient S 41l ‘:"-’fu‘ﬂ‘ ""':1.-"" "t::""“t"") tS_fl'“.i
for actual services rcndered, royalties and exploitation ‘e pl {2~ Sl gt e o 2AY e
rentals) is less than filty (50) percent ol their respective :""’L—yb_ &l 1'_'1'" “"'""'l"—"h Ak -;"'-’S:"'U
net profits for such tax year, as defined in paragraphs <) o e 1 ( f?*%‘f‘ LT
(¢} of Seztion (16.4) fram opermtions under this Agree- t“u: ‘5' el g JS CL-J‘ LS"L" o (e )
ment, the affected party (or parties) shall pay to the | T 4 e Sl o ey o 3
Government such sum by way of surta:;u o make the total (=) ';‘Jm 1 s’ :"‘:1-’! 1 C"--"H Ty .L" Ry e )
of all payments equal to fifty (S0) percent of their re- S '.’1 U;..h oot *--*u__, b (2 - \1) AN
spective net profits. . t“l'.'“ ;'fu'i' ‘*"‘-;—‘S g\l Jl o Ul l_._:-ll
o e b W gs B e Jure (g 4

. c.q—l-ldfcl:_ﬁujl_.a o (foe ) SN

P W) dl gl Wl L5 A Al A
(b) If in respect of any complete tax vear or n respect of | : : 2 Lilro *-‘ﬂ v """)

o)

the first and last tax years after the cffective date of this ?WYI 'i‘f i GJ\:J": ‘._f-f""” s - Yigd oW

Agreement the total mpacﬁ\rg amount of the customs, I """"'""'31" JF SFEY ;‘-_-E"‘_)H 8"-:“ t}.-.:tu ;_J‘S‘ | EY

income taxes and all other taxes, (excepting purclhase rasdler gy o S et 3

-

taxes included in the price of purchases in the local market, o o W ~ U5 IR I PO W

duties paid to the Government for actual sexvices render- d-’“‘" ‘ o b Ll u-‘; 3 ZL';'L“]“*:-"J _;:-i"
ed, roylaties and exploitation sentals) for which EGPC or | &V A& [P S TRRVSE | RSN PRV B
PRASPETRO are liable, excceds fifty (30) percent of J‘f.;l ("D"“:"'YI Sybuly A SEY "':"i""" *:L"’

their respective net profits, for such tax year as defined in Lte Cl'--"i L;"'L" o (foe ) SV o s o

paragraph (e¢) of Section (16.4), from nparntiun; under > ($ains Sl o ;-:;1_/“"“ b b g

this Agreement, the affected party or parties shall be ex. t.-s" -"J"J]" CL.JE“-' U,—"k—-ﬂ R g i l_.;‘.'n."h'l
onerated and relieved from any and all obligations with i yell Ol ( i — W1 ) Al - (_,.) s sl
respect to such excess or, at the election of such party or LST o c-_-,J goas  Joei g ar @f ol _;‘"ﬁ" _ﬁ.
parties, such excess shall be eredited against its or their l a-ia A sl ¢ ;‘}UI sda u! ! L“"Jl' 1'!-»‘:‘| 1 Jf 3
future obligations to the Government. The royalty pro- r o I _,L’Yl N o it ey sl e 20b N
vided for this Agrecment shall in no event be rbject to * :‘)ﬁ"']‘ »151 'd._.Z.J.I l.p"ld_‘,ﬂ\ _,i i.'l-l_;.'.“ Jolas
the foregoing exoncration sud relief provision and the | *A—* A bl ., o3 AV 3,5 Y
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amount which the Government shall receive in any X | | P A J’(""'H LD g N C_|_‘_l\ X _,f Y
year shall not be less than the value of the royalty. . Byl W3 J& Yol = Lol e Ao

‘c) Nt profits and all payments resulting therefrom shall 1 \p i s ..,_,JJ1 ,;_;h-}!.kn JS';C'L-__.H‘ & (=)
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thercof, taking into consideration comparable quantities,
qualities and conditions of sales, thea such a higher pnce
shall be dcemed received by BRASPETRO during the
same period, including therein as respects the Govern-
ment’s royalty relating to either party the value thereof
as determined under this Agrcement. If petroleum prod-
uced I the territory by a party is reflined or processed
by such paﬁy beyond such as is neceasary to make said
petroleum marketable, as sach, or if any such petrolenmn
is disposed of to an “‘affiliated company” as that term
18 defined in Section (1—19) sach petroleum shall Le
deemed to have been disposed of at the point for deter-
mination of and for a2 realized price determined in

the same manrer as provided in Section (16.3) for the
vaivation of Govermnent royalty, but not computed hack
to the field main storage in case of crude oil or to the

field gas nstallations in the case of gas.

(¢} Any tax paid by BRASPETRO 1o the A.RE. Govern-
ment on behalf of its shareliolders shall be deemed to

be a tax levied by the Government on BRASPETRO.
16.5 (a) Advance Payments

Commencing with the fifth year afier the tax year during
which petroleum has produced and regularly marketed from the
firt developmeat lease, BRASPETRO shall make advance
lax payments of the income tax based on the tax paid on BRAS-
PETRO’s income of the previous year as declared in its anngal
tax declaration unless unexpected circumstances such sz, but
not limited to, a significant decline of production occurs, in
which case BRASPETRO shall make the advance payments on
the basis its own estimate of its income. BRASPETRO gha)l
seek the concurrence of EGPC on the basis of sach estimate
which concurrence ghall not be ubreasonably demied. Subject
to the foregoing, the advance 1ax for the current vear shall be
paid in four installments each equal, s far as it is posaible, to
twenty (20) percent of the tax paid on the mncome of the pre-

vious year and payabls at the end of March, June, September
and December.
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ot ‘he time of filling its annual declaration in March

of each year, BRASPETRO shall pay the balance
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(1) In the event the advm-:e. tax already paid exceeds
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tiie amount of tax due by BRASPETRO, such excess
shill be, mt BRASPETRO’s election, immediately
reianded or credited mgainst BRASPETR(s futitre

installment or installments of advance tax payments.
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be subject 1o satisfying the requirements for products for con-
sumption in th: A RE_ up to that proportion of such reqmrementa
which the quaxtity of any given petroleum produced from lease or
leases hereunder bears to the total guantity and qualiy of such
petroleum preduced in the A RE. provided that, if such propor-
tion of petroleum taken is a quantity greater than the twenty (20}
th of petolenum taken under Section (17.2), such ewenty
(20) percent of petroleum shall be taken under Section (17.2).
The price of petroleun exceeding the ¢wenty (20} percent re.
ferred to in Secuon 172 taken by the Government to satisfy
such requirements shall be eiher (a) the current price em-
ployed in computing royalties computed back to field main
storage tanke on ssid petroleum hercander, or (b) the weight
ed average export price actually received fromm third parties
other than affilintes, by BRASPETRO during the calendar
month prior to such receiving by the Govermment, whicheyer

prico is less. In case there is no sales to ¢hird parties other

than affilintes, duo conmideration shall be taken to the price
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received by praducer vendors for petroleum of camparable
grade and quality at the closest (to A.RE.) place of sale for
such petroleum, with approprate adjustments f{or difference

in quantity, quality, locatien and other terms of sale.

172 Without prejudice to the right of the Guvernmein 1o
satis{y the requirements for consumption referred to in Section

(17.1), the Government shall have the right, in any calen- -

dar year, 1o purchase a quantrty not exceeding twenty (20) per-

cent of petrolenm produced and saved during such year {rom the

(erritory covered by this Agreement; provided, howeser, that
this right of purchase shall be limited to the purchase ‘by the

Government of petroleum which the (Government recaires for |

ase in the A.RE. and shall not extend to the purchase of petro-

leumn for resale or other disposition azbroad or to third parties.

The Governmeat shall exercise its aforesaid purchase right
only while it is at the same time taking delivery in kind of
the full amount of its royalty on crude oil produced and owned

by EGPC and BRASPETRO from the leases subject 1o this

Agreement.

Crude oil purchased by the Government pursuant to this Sec-
tion (17.2) shall be at a price of ten (10) percent less than the

weighted average price obtained by EGPC or BRASPETRO

respectively, for exported crude oil during the calendar month

delivery is made to the Government.

17.3 Payment for cmude oil purchased by the Government
under this Article XVII shall be made within forty-five (45)

days from the end of the calendar month in which such crude
oll was delivered.

17.4 If the Govermment shall so require, the Operating Con.
pany shall store, for a period not to exceed fourteen (14) days
{provided the Operating Company has storage space available

and jits operations will not be subject to unreasonable interfere-
nce), the erude oil so purchased by the Government at the cur-
rent storage rate in the A R.E. for comparable type and quality

of storage, but, if there be no such current rate established then

at a rate to be agreed upon.
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17.5 The Government shall notify EGPC and BRASPETRO
in writing of lig guantities it elects to purchase under this
Article at least four {4) months before the date of thes first
delivery and shall take delivery in reasomshly omiform gqaami.

liee and a1 regular imervals spread over the calender year.

17.6 Any pavments made by the Government to BRAS.
PETRO under this Article XVII.4pd under this Agreement
shall be in United States of America currency or in other cur-
rency freely convertible without penalty to United States of
America dollars in the A.RE. or elsewhere. Such doliars or
other currency shall be freely transferable from the AR.E.
ahroad. Anv such pavments lrom the Government not made
when due shall be cmﬂitéd on and deducted [rom any pay.-

ments 1thereafter due from BRASPETRO 1o the Government.

ARTICLE XVIII

REPATRIATION OF CAPITAL EXCHANGE
" CONTROL : CONVERSION RATES

181 BRASPETRO will necessarily roquire tha transfer to

and expenditure im the ARE. of foreign capital in  » new
scheme for mineral wealth for the support snd development of
the national economy, within the puarview of Law No. 65 for
1971, relating to the investment of Arah funds and the free
zomes as such Law relates 10 this Agreement. BRASPETRO
shall have the following rights and privileges {and the Govern-

ment shall do, or cause to be done, such acts and thinge as may
be necessary for the full enjoyment thereof) :

(a} To retain and use sbroad all funds acquired hercunder,
including the proceeds of uleﬁ, insolar as such funds

may exceed BRASPETRO's requirements for AR E.

curvency for the purpoce of operations and obligations
in the ARE. hereunder; bur satenents of foreign ex.
change holdings and proceeds of sales of A.R.E. petro-
leam shall ho rendered 10 the competent anthority in the
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(b) To obtain in the ARE. in accordance with the rules uﬂ\ é\,m_-, ..u-".J.E.U lﬁ;_-; 'Cifiﬁ L‘s Jaer R\ (L-J)

and regulations jssued by the competent authonty

AR E. within three (3) mounths after the date BRASPETRO

deposits 1ts 2nnoal tax return, such foreign exchange, in
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Egyptian Pounds have been realized by BRASPETRO
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BRASPETRO has satisfied its obligations up to dato m

the A.RE. under this concession, for the fellowing pur-
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accordance with this Agreement, of the unamortized
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capital investment, including capital assets, hrought .

into the ARE. by BRASPETRO, and of the net
profits, including met profits from capital gains
derived from its operations in the A.R.E. under this

Agreement, provided, howaever, that any sales by

RASPETRO in the ARE., oxcept sles of petro- | ¢ &l ao Jo sy AWV o2 Uk o f 00T g
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leum 1o the Government and sales to EGPC or it
affiliates, shall bo subject 1o the approval of the

competent authority. BRASPETRO shall notify

EGPC and the competent authority of its intention
to sell, together with a detailed description of the
asset 1o be sold and the price. EGPC shall have a

first option of such sales. If the competent aathority
appraval is not obtained within three (3) months

trom the dats of tho sbove notification and EGPC

docs not cxercite sbove aption within the aforeeaid
three (3) mounths, then subject to wil obligations,

rights and exceptions under this Agreement, BRAS.
PETRO shall have the rights te re-export above
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183 BRASPETRO shall make all payments to the Goverh-

ment, and the Operating Company undexr this Agreemcnt  in
United States of America Dollars, ox in a currency freely conver-
tible and acceptable by the Government, without penalty to
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United States of America Dollars in the A RE, or ¢clsewhere, or

in Egyptisn Pounds obtained by BRASPETRO in the ARE.
under Section (18.2).

184 The rghts granted 10 BRASPETRO under Section

\)
. at PSR A aom atall (8 4k t ¢ -
(18.1) and (182} shall bo wabject to regulstions in effect so long (N = W) ot gt 3 2 R g e .

1 such regulations are not contrary to or inconsistent with this

Ageement.
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ARTICLE XIX

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS
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19.1 EGFC, BRASPETRO and the Operaung Company shall ‘ ‘_'_'_,i:[‘,jli].}lj]lifj_ﬂ\‘, .?_;:-:—-*‘j.};*—-'_;u J.‘}S' r_,j': V- 1

cach maintain at their main husiness office in the A RE. books
of account, in accordunce with acecpted accounting practices
g-nerally used in the petroleum industry, and such other books
and records as may be necessary to show the work performed
under this Agreement, including the amount and value of all
petrolemn produced and saved hereunder. For the purpose
of computing payments hy BRASPETRO under this Agreement,
BRASPETRO shall keep its books of ac:ount and accounting
records hiereof in United States of America Dollars. The Opera-
ting Company shall furnish 10 EGPC as represemtative of the
Government monthly returns showing the amount of petroleum
produced and saved horeunder. Such returts shall be prepared
in the form required by EGPC, as representative of the Govern-
ment and shall be signed by the Manager of each party owing
an interest in the territory hereunder, with respect 1o their
respective interests and obligations, or by the Assistant Manager
~or the duly designated depuy of either of them, and delivered
to thesaid Department with thirty (30) days sfter the end of the
month covered in the return.

192 The aforesaid hooks of accounts and other hooks and
records referred 10 ahove shall be available at all peusonahile
timea for inspection by duly authorized representatives of the

Governmeaeint.

19.3 The Operaling Company casts, expenses, eredits and rela.
e matters, and 1the method of handling the accouming and
payments with respect thereto, shall he in accordance with the
Accounting Procedure attached to this Agreemenmt as Anmex
“D™ and made a part hereof. The existence of any accounting
(question shall not relicve EGPC or BRASPETRO from making
payments according to the Operating Company billings under
1this Agreement ; provided tha. when necessary, appropriaie

adjustments will be made after settlement or decision of the
aceoumling quostion.
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ARTICLE XX

CUSTOMS EXEMFPTIONS

701 EGPC, BRASPETRO and the Operating Company and
their contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permitted to impon,
and shall be exempted fram all customs duties and any other
import taxes with respect to the importation of machimery,
piquipment, tools, vehicles, materials, supplies, consumable items
and movable property, when certified by a responsible represen-
tative of EGPC, BRASPETRO or 1the Operating Company 1o
bhe for use solely in carrying on operations under this Agree-

ment and when such certificate is approved by EGPC.

212 The expatriate employees of BRASPETRO, the Opera.
1ing Company and the said contractors and sub-contractors shall

he permitted to import and shall be exempt from all customs

duties with respect to the reasonable importation of household

goods and personal effects including one automobile ; provided,

however, that such properties are imported for the sole use of

( 99,200 33LAY )

l:f gres) Slas Y

-.'_‘.Il:l.a--lllo P T | ;5'1..'.“_, JJ:.:—--"JJ__} "--—l—l'}&u G V' = Ye
.,_':,.u...-]'u...a...':a ,,_jj.a_,ir_ {:‘.{.U'l L'_:LI:H (1A L')\_l_,u.l'!; (..g.:ljul_,
or O yame E_;BJ'I O .:'l_‘,:.'._:ﬁllg ;...__.:;\.J\.‘“ aim Ls.:::lu
b a el L‘;_:;‘";' _ﬂ_,::...-\ "T:I'J'"":p s «-\;ﬁl1_ff)\
S LRUPRCA W) SAeodts sladly YV Sl
| 9t Sialty A5t Aty by )yl
:..-.-...-3..-.” J}:'..._P Joas ot l.;.:l-f- C;j.& Ly Pl ULC l‘-_::.lj_i_}
RIEL QR AR W F I\ SPE TR P
Lﬁ'; ;Jk.:LA-]"ﬁ: .LL;-" fL..iu ﬂ.h;:.-._-..-l 3
VSR | RIS VI [ JES R

Sy sty o IS Sy o AW S
r‘-“ Sl OLL_.H&&;WU ‘:J:.‘_,\.Ellj .:.:LL-.-JL 4l

' ¥ 4 0 Vas g4 O
rr-_,.llc:.:— Jr{ahﬂcadjmlhj.b—us 33 ) g

the emplovee and his family and provided, further, that no | i3 1.5’ e -;._..n.é-r...f-]l aals ¥ g ‘k.:‘!_,..l\ Silagl *;J‘:’J'l
such propesty imported by the employee shall be sold by him | edasl ! d_,(,l_ﬂdjj;u_l; Ej)lpo.lJ;_ + adaly ol

in th A.R.E., only subject to Goverment regulationa,

20.3 The exempuom provided in Section (20.1) shall not
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apply to any imported jtems, when items of the same, or subs
tantially the same, kind' and quality are manufactured locally
and-are available for purchase and delivery in the ARE. ;l
a price not higher than ten (10) percent more than the cost
of the imported item belore customs duties, but afeer transpor.

tationn and insurance costs have heen added.

204 Any of the items imported into the A.RE., either exempt
or non-exempt from customs dutics, charges and taxes under
this Article may be exporied by the importing party at anv time

without the payment of any export tax.

. 20.5 The cxpatriate employees of BRASFETRO, the Opera-
tng Company, the sald eomtractors snd subrontractors and
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their respective dependents, shall be permitted to import with-
out the necessity of any licence and shall be exempted from
customs duties with respect to such items as may be considered

appropriate and reasonable for the personal vse of consumplion
of the employee and his Fumily.

20.6 Scrap and used material, equipment and goods result-
ing from aperations hercunder may be sold within the A.RE.
providing that the purchasers pay the applicable customs duties,

if any, except if sold ta EGPC or one of ite affiliates.

20.7 “Cuestoms duties” as used herein, shall inolude all adva-
lorem taxes and importation charges and other taxes (except
those paid to the Govermment for actmal services rendered),

which are payable a8 a result of the importation of the item or
items under oconsideration.

20.8 EGPC, BRASPETRO and the Operating Company may

freely export petroleum from the A.R.E. without the necessity
of a licence or other special formalities, and all such exports

shall be exempt from customs duties and expom taxee.

ARTICLE XXI

OWNERSHIP OF PHYSICAL ASSETS

All physical assets acquired for the joint account of EGPC
and BRASPETRO in connection with or by reason of exploration
or development operations, shail belong to EGPC and BRAS
PETRO in the proportion in which thoy, respeatively, - have
participated in tha cost of sqch assets, Upon amortization by
BRASPETRO of fifty (30) percent of the exploration expen-
diture stipulated in Article VI, EGPC shall own a fifty (50)
percent undivided interest in the physical assets, the cost of
which was bome snd paid alone by BRASPETRO under Article
VI of thig Agreement.

ARTICLE XXII

RECORDS, REPORTS AND INARECTION

22.1 The Operotor shall prepare and, at all times while thie
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Agreement is in force, maintain accurate and current records
of its operations in the territory hereunder. The Operator shall
fumish to ahe Government, in confommity with applicable
regulations or as the Government may reasonably require, in-

fonmation, data and interpreiations concerming operations under

this Agreement

22.2 The Operator 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 [orwarded
to EGPC as represemtative of the Government in the manner
directed by EGPC. All samples acquired by the Operator for
its own purposes shall be considered available fox inspection at
any reasonable time by EGPC as represcntative of the Govern-
ment. Any such samples which the Operator hae kept for 2
period of twelve (12} months without receipt by the Operator
of nstructions to forward them 1o the Government or its rep-
resemative or eleewlere nay he disposed of by the Operator
at its discretion upon the approval of EGPC.

22.3 In case of exporting rock ssmples outside the ARE.
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then samples equivalent in size and quality shall, before such L’H e gy b I Lo (‘L"— O pdeadl 3 [paD

exportation, be delivered t6 EGPC as representative of the
Government.

22.4 Originals 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 analysed out-
sido the A.R.E. may be exported if 2 monitor or a comparable
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record is maintained in the ARE. and provided that any such | J—=2— 3! Ol Bt B LAl o ln pitci 5 g
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and BRASPETRO, be repatriated to the A.R.E.

225 The Operating Company shall permit a pany or the

paruies hereto, through its or their authorized vrepresentatives
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sentence of this Section (22.5) shall not interfere with the Ope-
rating Company’s operations. The Operaling Company shall pro-
vide the parties with copies of ar;y and all data (including,
but not limited to geelogical and scophysical reports, samples,

logs and well surveys), mformation and interpretation of such

data and all ather information in the Operating Company’s pos-
seasion. All such data an< information shall be strictly confidentia)
and shall not be divulged by either of said parties except to
affiliated companies, by the Operating Company or by the

Government, without the consemt of EGPC and BRASPETRO

while this Agreement remains in force. However, for the pur-

poses of obtaining new olfers 1he Government may show any
other party certain data with respect to areas ad)acent to the

areg of such new offer.

ARTICLE XXIIO

USE OF LAND

231 The Goveroment shall fumish all land, and rights 1o

land, and the use thereof, which said grantees, or either of them,

may require inside the territory Jelineated in Annex “B” for

operstions hereunder, including rights of way, sites for facili-

ttes, water rights (including the riclu to drill for, produce and

use water from water wells drilled by the grantees, rivers, canals

and atreams), and the use thereof, within the lerritory, provided
that, such land and such rights t land that are required inside

or outside the territory for operations hereunder shall be made

available by appropriate permit g permits free of cost so long

as such operations are being conducted ; and provided, further

that if any of the foregoing ar tequired from private owners

or, if heing used by the Government and acquired from it, the
said grantees shall pay to the owner op owners, or the Govem

ment, 2s the case may be, the regsonable market price or o

resscnable rental lherufnf. The Covernment shall, at al] times,
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Jend its assistance and the assislance of its various Ministries
and Departments, in order 10 facilitate operations under this
Agreement. EGPC and BRASPETRO shall, so far as possible,
abstain from cansing damage 1o the surface agriculture of culti
vated or arable lands which are either privately owned by third
parties or which, being owned by the Government, are occupicd
temporarily by third parties with tha consent of and at the
sufferance of the Government ; and porvided that, if any apera-
tion carried on by EGPC and BRASPETRO shall damage or
destroy the vegetation or prevent any owner or occupant thereof
from benefiting {rom his property, EGPG and BRASPETRO

ghall promptly and reasonably indemnify such owner or occu

pant accordingly.

932 Throughout the life of this Agrecment, EGPC and
BRASPETRO chall bave the exclusive right to conduct’ for
petroleum purposes all the operations referred to in Section
(23.1) within the blocks delincated in Annex “B” or within

cach of said blocks as are at any given time retained by EGPC

and BREASPETRO pursuant to the provisions of this Agree-
mend,

ARTICLE XXIV

MINERALS AND ANTIQUITIES EXCLUDED '
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24.]1 This Agreement confers no rights whatsoever oo EGPC
and BRASPETRO in respect of precious stones or any minerals
other than petroleum or substance produced with petrolenm.
ECPC and BRASPETRO shall, at all times upon finding any
other such mineral, immediately report such finding in wriling
to the Government with full particulars on the mature and

position of any such discoveries,

ECPC and BRASPETRO shall have the right to take from
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sny place within the area subject hersto, free of charge, but
within the limits impoted by the regulations that govern the

development of quarries, all such materials ag may be necessary

for EGPC’s and BRASPETROs respective operations, including |

stone, pebbles, sand or any other building material, also, n
such operations, EGPC and BRASPETRO shall have the free
use of raw waler ; provided, however, thar when taking water

from existing wells, streams ox nvers, guch offtake should not
infringe on the righws of the local inhabitants.

242 All antiguities found by EGPC and BRASPETRO in
the course of their operations shall be the property of the
Government and shall be handed over to the representative of
the Covernment on the spot as soon as possible and, until eo
handed over, shall be preserved and safeguarded by EGPC,
PRASPETRO or the Operating Company.

EGPC and BRASPETRO shall also immediately notify the
representative of the Government on the apot of all discoveries
of tomba statues, inscriptions, remnaing of buildings or other
ﬁﬁquiﬁeu which cammot be conveniently or immediately remo-
ved or handed over and shall, in such case, take all proper precau-
tions for the preservation of the same until notifciation of such
reprecentative and shall thercafter follow his instrections in

regard thereto.

ARTICLE XXV

RESPONSIBILITY OF EGPC AND BRASPETRO
FOR DAMAGES TO THIRD PARTIES

EGPC, BRASPETRO and the Operating Company

entirely and solely be responsible in Law towards third parties
for any damage caused by their operations and shall indemnify
the Government aguinst all demages for which they may be

held liable on account of apy such operations.

ARTICLE, XXVY

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorised representatives of the Covernment shall have

shall
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fications, drawings and tesls [or the purpose of enforving this

Agreement. They shall, for such purpose, be entitled 10 make
reasonable use of the machinery and instruments of the Operator
on the condition tha no danger of impediment to the opera-
tions hereunder shall arise directly or indirectly from such

use. The Government indemnifies and ghall reimburse the
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parties hereto and the Operating Company for any loss or dama-
ge which may in fact result from any such use of said machinery
and instruments. Such rﬂprlelrsentﬂti-vﬁ shall be given reasonable
assistance by the agemts and employees of the Operator so that
none of theit activities shall endanger or hinder the safety or
efficiency of the operations. The Operator shall offer such
representatives all ;;rivilcgca and facilities accorded to 1ts own
employees in the field and shall provide them, free of charge,
the use of reasomable office space and the adequately furnished
housing while they are in the field for purpose of facilitaung
the objectives of th:i; Article XXVYI. Any and all information
obtained by the Governmemt or its representatives h:reundér
shell be kept confidentin]l with respect 1o areas retained by
EGPC and/or BRASPETRO snd shull not be diccloseg during
the term of this Agreement without the prier written consent

of the parties hereto.

ARTICLE XXVIX (39 ,5a01y dnludt sy )

" EMPLOYRIENT RIGHTS AND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL
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271 Tt is the desire of EGPC and BRASPETRO that opera.
tions hereunder bea conducted in a businesslike and efficient
manner. The expatriate administrative, prolessional and tech.
nical personnel employed by BRASPETRO and the Operating
Company, and the personmel of their contractors for the con-
duct of the operations hereunder, shall be granted the special
residemce as provided for in paragraph “‘E” of Article 18 of
Law No. 89 of 1960 as now amended and the work pemmit for
alions as provided in the Ministerial Order No. 9 of 1963 as now
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anended without prejudice to the ARE. laws and regulations

relating to public policy o7 public security.

372 BRASPETRO and the Operating Company, respectively,
Aiall seleet their employees, and determine the number thereof,
s be used for operations hereunder. BRASPETRO and the
Operating Lompany shall. after covsuhation with the Govern:
ment, prepare and carry out sptnia]izéd training programs [or
1 of its national employecs enguged in aperations hereunder
with respest to applicable aipects of the petroleum industry.
EGPC, BRASPETRO and the Operating Company shall under.
lake 10 replace gradually their expatnale stalf by qualified

nationals as they are available,

273 Expatriate employees shall be subject to income laxes
of the ARE. of | general application, but only upon payments
arising in respect of their services in the A R.E. Any expatriate
cruployee must receive hot less than filty (50) percent of his

salary in Egyptian Pounds.

ARTICLE XXVII

LAWS AND REGULATIONS

28.1 EGPC and- BRASPETRO shall be bound by the
regulations issued for ihe implementation of Law No. 66 of
1953, as amended by Law No. 86 of 1956, including the regula-
tions for the safe and efficient performauce of operatioms for
the conservation of the petroleum resources of the A R.E. pro-
vided that, no regulation, modification or mtcrpretation thereof
thall be contrary to or inconsistemt with the provisions of the
aforesaid law or this Agreement.

98.2. The rights and obligations of EGPC, BRASPETRO and
he Government under, and for the efleetive term of, this
Agreement shall be guverned by and according to the provisions
of this Agreement and can only be altered or amended by the

. mutual agreement of the said contracting parties.

98.3 The econtractors and sub-contractors of BMSPETRU
and the Operating Company, respectively, thall be subject to
the provisions of this Agreement and they shall be bound by

all regulations which are duly iseved by the Government from
e to LNe.
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ARTICLE XXIX

RIGHT OF REQUISITION

291 In case of mational emergency duc to war or Imminent
expectation of war or internal caunses, the Guvemmem‘may
reguisition all or a part of the production from any development
"lease obtained hereunder and require EGPC and BRASPETRO
10 increase such production to the utmost possible maximmm.
The Government may alse requisition the oil field itself and,

if neesssary, related processing plants and refineries, if any.

99 2 Tn all cases, such requisition shall not he efflected except
after inviting EGPC and BRASPETRO or their representatives
by registexred letter, with acknowledgement of receipt, 10 express

their views with respect to such requisition.

29.3 The requisition of production shall be effected by
Ministerial Order.
any related pruceséing plant or refinery, shall be effected by
a Presidential Decree duly notified to EGPC and BRASPETRO.

294 " In the event of any requisition as provided above, the
Government shall indemnify i full EGPC and BRASPETRO

for the period during which the requisition is maintained, n-
.cluding {(a) all damages which reault from such requisition,
(b) full payment each month for all petroleam extracted by
the Government at the price refrred to in Section (17.1) less
the royalty share of such oil and other obligations of BRAS-
PETRO and EGPC hereunder. However, any damage resulting

from epemy attack is not within the meaning ‘of Section (29.4).

ARTICLE 30
RENEWAL OF AGREEMENT

If, at the expiration of the primary term of thia Agreement,
EGPC and BRASPETRO have f{olfilled all their obligations
hereunder and if EGPC and BRASPETRO shall have together,
0 sepuratel'f, with respest to their respective intercsts, given

10 tha Government at least twelve (12) months notice In writing

Any requisition of the oil field itsell, or
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of their desire to Tencw, shen this Agreeinent shall pe renewed
and extended for an «Jditional period of ten (10) years irom
.nd after the expiration of the primary term of thirty (30) years;
provided, that, i only one of EGPC or BRASPETRO does |
desire to TEREW this Agreement at the end of the primary
rerm hereof as provided above ,nd such party has itself foliilled
,1] its obligations hereunder, such party shall be entitled alone
1o renew the Agrecment and during such additional term shall
coptinue under this Agreement as the sole owner of all rights
,nd liable for all the obligations and duties of both EGPC and
BRASPETRO under this Agreement, and sach party shall, at
the expiration of the primary ters take over and thercaiter
conducet all operations hercunder formerly the responsibility of |
the Operating Company which shall be liquidated and dissolved.
This Agreement may Le renewed and extended agan for 2
period of years commencing upon the expiration of forty (40)
vears ofter the offective date of this Agreement under terms
.nd conditions to be agreed upon between the Covernment :and
the party oT Parlie.l to the Agreement at that time.

ARTICLE XXXI "

COMPETENT MANAGERS : NOTIFICATION

OF APPOINTMENT
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BRASPETRO shall entrust the management of its work and | pSe A 1:514'-3"3'\ . im (5’ ‘Lp'L_:_—'\_” et 55kl u’ _1_;:-_--'!_,-{ Ay

duties hereunder to technically competent Manager and Aasistant
Mapager. The names of such Manager and Asistant Mamager
¢hall, wpon appointment; be forthwith netified to EGPC as
representative of the Government. The Mansger and, in his
absence, the Assistant Manager, shall be entrasted by BRAS-
PETRO with sufficient powers to carry out mmediately and
comply with all Jawful written directions @mver to them by the
government or its representalive ander the terms of this Agree-

ment or any lawful regulations scsued or heresfter to be issued
which ars applicable hereunder.

ARTICLE XXXII
OFFICES AND SERVICE OF NOTICE

391 EGPC and BRASPETRO shall maintsin offices in the
ARE. at which notices may be validly swrved wpon them. )
The addresses of such offices and any change of mddresses
chall be motified in writing to the Government ; and the

| 3 st s O st il e

GCovermment shall not be bound to take note of any change of
address until it s so notified.

322  All notices shell be deemed to be vslidly sexved which

are left at such offices or which axe sent theres by regi !
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mail ; and every communication sent thercto by registered mail
shall be deemed to have arrived in the course of post vntil the
contrary is shown, If at any time during the term hereof EGPC
and BRASPETRO fail to maintain offices 1n the ARE, as
aforesaid, or such offices cannot be found, the publication of
2 potice in the Official Journal of the Government shall be
deemed to be a lawful notice to EGPC and BRASPETRO
offectiva twentyfour (24) hours following the date of 1w
publieation

ARTACLE XXi¥H

ASSIGNMENT

331 Neither EGPFC nor BRASPETRO may assign to a
persom, firm o corporation not a party hereto, in whole or
part, any of its rights, privileges, duties or obligations under
written consent of the Gavtmment

provided, however, that EGPC or BRASPETRO shall be frﬁe. to

assign 1tg rights, pnwlcg&a duties and uhl:gnunns under this

this Agreement without the

Agreement to an affiliated company and provided, further,
that the assignee shall be as qualiaﬁe.d as the assignor with
respect to its techmical and finaneial competence, and excepting
assignmeants to assignees wholly- owned by BHASPETRD Gover-
pment approval to the asignment shall be first obtained.
(The Government 1s satisfied concerning the techpical and fin-

ancial competence of EGPC and BRASPETRO respectively).

33.2 In the event that EGPC or BRASPETRO wizhes 10
assign, in whole or in part, any of 1ts rights, privileges, duties
or obligations hereunder as aforesaid, the written consent thereto
of the Government shall not be arbitrarily withheld. To enable
onsideration to be given to any request for sush comsent, the

following conditions must be fulfilled :

(a) The obligations of the assignor deriving from this Agree-
nent must have heen fully fulfilled as of the date soch
request is made; and the proposed astignor must de-

monstrate that arrangementa have been made with the
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Operating Company to comply with the previsions of |

TEU I P S TN e e
Section (7.3)

s(¥—v)

(b) The proposed assignee or assignees must produce reaso. | g il f‘:‘“ .JJL:“ 41 ! Jidd S ("")

nable evidence to the Government of its or their {inanecial ‘. ] . e

. '.
and technical competence. ! uj" ‘-'J‘—"““ J:."""‘H *""J—'C”H (_-fl A O
. :L_.,ZEJU :L:“_.“ ml.nf

(¢) The imstrument of assignment mwust include provisions N ‘-U:p-i e J5Lott ity gy o . (_})
nants contained in this Agreement and any modifications 'L-’J‘i’ i %K:' le‘ 3 Aoae 43“ "]jl_':“ o ;L;Jd-'
or additions in writing that up to such time may have LL{ lede J’di Lo df 3 ;“-’:L‘"-m ’; J';BJL?”
been made. A dralt of such iwstrument of assignment 5 ey Slalo! s ;_.}{i.t..; o ._'_'_.3_,]1 R P
shall be submitted 1o the Government for review nnd. Ls."-.-:-‘__.l L Kol u“ J;ldh ais t-’-f"i‘f A
approval before being formally executed. ] L L, 5 Wl

stating precisely that the assiznee is bound by all cove

33.3 Every executed and delivered instrument of assignment |- ) ] - ..
asugning any of the rights, privileges, dulies or obligations Ssaxdd o 51 F l"‘-fl'""’ lens ¢ JsLs M S v
hereunder of EGPC or BRASPETRO shall be submitted to the | sl $lb awabadl Sl 3N 5l Slad g 51 L PURY
Government withip thirty (30) days after the Government u‘" ¢ B ol comw GYY s A amae 9 o

tl ! istration in its regi I T camgs Y 8 O
approves the assighment, for registration in ite registers, d_jﬂi_,c -C.JL_ o l—“ﬂ (T’*) . Dl 3 < Coaeld
v oo 3 baad J3L01 e O
ARTICLE XXX1V

( ORIy dasd Jlooltl)
BREACH OF AGREEMENT AND POWER |
TO CANCEL elad Y ablo s WYL SV

341 The Govermment shall have the right te cancel this

b GV o sbdh G aadt @ * _ vi
Agreement by order or decree, with respect 10 BRASPETRO, in U“ *"'"Jl' ?l"‘i‘ son sV 3 ‘-’:‘H 4""'—"(h"l'l “J-’x::- \
the {ollowing instances ._]\_’...'j'l d_ﬁ_‘_,_”,.{.!l LJ"';JCJ"JlJ; a Ab _,J';_....JJ:_

(a) If it knowingly has submitted any falte statements to the ~ . .
Government which were a material consideration for the | & GEE{ 4{_‘ “-‘J—f““ d“ ("“‘ OF s 1 ( ‘)

execution of this Agreement. | S S, Sled O sdg OF 5 L

(b) If it fails 1o pay the rental or royalty speeified lierein ] . W g Y (L)
within three (3) months from the date of receipt of U"""—""u .%"9'4 N S ¢ ""f . VA
written notice from the Govermment specifying such Jpﬂ (T' ) o H) B {?lﬁ*v‘ oa J l.,:lr.
failare. o rY @8 | R L_._,:l;S' L last Lol 'c.__,l;' o

v cdladl e 43

{¢) If it assigns any intexest hereunder contrary to the provi. ' s (3
elons of Article XXXIII herecof. fm“"} BA_> lPJL"‘""‘" ot S OF ""]J > (':')
| . g_?'}\ﬂl 3 b [ I;L.-_U

(d) If it is adjudicated bankrupt by a court nf competent

jurisdiction. - Tt 8o J"L"rf"f Ll Les1 151 ()
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(¢} If it does not comply with any final decision reached | &I;}:ﬁ.‘j 1:,:_3 bl L;L" )l} di Al fj 15 (Jl)

as the result of court proceedings conducted under Article
XXXVIII.

(f)
leum not authorized hy ihis Agreement or without the
authority of 1he Government, except such extraclions as
may be unavoidable as the result of operations conducted
hercunder in accordance with accepted petroleum industry

practice and which shail he notified to the Govermment

d% 50011 g8 pﬂssﬂjlﬁ.

} If it coramaits any material breach of this Agreement or

(

of the provisions of law No.66 of 1953, as amended by
Law NoB6 of 1956, which do net coniradict with the

proviaions of this Agreement.

Such cancellation chall take place withour prejudice to sny

rights which may have accrued to the Government agminst’

the provisions

BRASPETRO in accordance with of this
Acreement, and, in the event of such cancellation, BRASPETRO

shiall have the right t¢ remove from the territory all its pervonal

property.

342 Tf the Government deemy that a cause (other than a
force majeure canse veferred to in Axticle XXXVIT) exists to
cancel this Agrcement, the Gorermment shall give EG‘PQ and
BRASPETRO nincty (90) days written notice to remedy and
remove such cauee, hut, if for any reason wuch servico is T
possible, publication in the Official Journal of the Government
of such notice rhall he considered as validly sexved npon EGPC
and BRASPETRO. Tf at the end of said ninety (90) daye notice
period such cause has not heen remedied and removed, this
Agreement may be cancelled forthwith by order or decree as
aboresaid provided, however, that if such cause, or the failare
to remedy ar remove such cause, results from any act or omission
of one party, cancelation of this Agreemont shall be effective

only as against that party and not s ageinst the other party

hersto.

If it intentionajly extracta any mineral other than petro-.
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343 Neither EGPC nor BRASPETRO shall be sllowed to | p0 ¢ o (5"; | RO g Yy teen Sl St N v _ vt
remove anything from the area of any lease cancelled hereunder J_; s UL Gk a_;l;]'l Lo LT Lk Lﬁ R
. .h"!"-"'"' . -

before setiling all clasms due 1o the Govermment. | .t ol e &UM'I o -'i'.’.,..?"":
ARTICLE XXXV ( 0oy Al O (1)
PROPERTY EXISTING ON THE AREA AT ;_;w\h Lot e Gl G 5o g 1 S

THE EXPIRATION OF. THE AGREEMENT
35.1 At abe semmmation, by passage of time or otherwise, | #4—2 o el Sl i"l‘c"‘l"' 'J)L‘—""‘\J" r-h:- C" Vo e
of any developmem bease ar Jeases, without prejudice to the > yik PR _,'i A Jdoac Lﬂ it Als ol ¢ ﬂ:.i\.ﬁ.?"ﬂ’l
provisions of Article VI uf this Agreement EGPC and BRAS- S sia ol __,‘-'-'-T i LF'E Ji =1, ai "_ -
PETRO :hall leave in good condition and free of charge, subject e e e .. oty e
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to normal depreciation, wear and tear, such movable and T . T i
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chall be allowed a period of six (6] months after such termi-
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book value thereof. | . A3 8 Cnk Lo 1_}.1 :.:J:_lJH L - Ry el Ry

nation in which 16 remore ftom the area all movable property

352 During the three (3) vears prior to termination of any (r)":"ﬁl S 5..-'::"‘".):" REEEE IR ol Y ov e
development lease or cxtension thereof, EGPC and BRASPETRO | aslical i PG | JE 2 Gi o-u el Jo THE R | R PO
shall not assign, sell or in anv way dispose of any surplus i G e ol A o Jik ot Nkl
movable or immaovable property thereon to anv ountside party j Uh - (.d:.;i_} ; ij;lf "féblld. -::: (.3' o
without first giving the Government or its representatives s — L'_, s h: ot o . 2
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party, if any, or at the current book walne thercof, if no =ale J,Jfﬂi_, _,L...-"ji u....a.: S aas ;'lﬁ L.i J,L__.JJ\
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to remave or dispose of such property.

33.3 The provisions of the Article XXXV applv 10 such L‘*_']'L ST el Ulr. va sl saa ‘-L'C:J :,_LS’ v 1P

Property as is used exclusively for leases about 1o terminate as ulr' g X2, S sl e lemz il a2
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ARTICLE XXXVI

POWER OF SURRENDER BY EGPC
AND BRASPETRO

361 EGPC and BRASPETRO or ctther of them, at any
time may surrender their or its rights and interests in any

development lease or leases or any part or parts thereof, provided
that they, or either of them, as the case may be, have given to

the Government at least one (1) year’s notice in writing of such

surrender. Such surrender shall be without prejudice 1o any

claim against EGPC and BRASPETRO or either of them, which
shall have accrued to the Government under the provisions

herwol up to the date of surrender.

362 If (a) during the notice period provided for in Section
{36.1} for surrender of a development lease or leases or (b)
during the last three (3) vears of this Agreement, in case EGPC
and BRASPETRO, or either of thcm, do not w

‘ish 10 renew such
lease as provided in Arxticle XXX of this Agreement or (¢} during
the three (3) years prior to the termination of the extension or
renewal period, EGPC and BRASPETRO determine, or the
Government determines that replacament oil field equipment
1 necessary for the efficient continuation of operstions here-
under and if soch determination is agreed to by such other
party or parties, the cost and expenses of such replacement
cquipment shajl be shared bhetween EGPC and BRASPETRO
on the one hand, and the Govermment on the other haﬁd, in

the sense that EGPC and BRASPETRO shall bear only that
proportion of said cost and expense which the remaining period
of their tenure of said leasea after the installation of =aid
replacement equipment bears to the estimated useful life of

said replacement equipment in seeordance with Apmex “E™

ARTICLE XXXVII

FORCE MAJEURE

371 The non-performance or delay in performance by EGPC
and BRASPETRO, or either of them of any obligafion mader
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this Agreement chall be excused i and to the extent that such

pon-performince or delay is caused by force majeure The
period of any such non_performance or delay, together with sach
period as may be necessary for the restoration of any damage
done during such delav, shall be added to the time given in
this Agreement for the performance of such obligation and
for the perfannance of anv obligation dependent thereon and
1o the term of this Agreement, but only with respect to block
or blocks cffected.

372 “Force-Majeure”, within the meaning of this Article

XXXVIL, shall be any order, regulation or direction of the
Govermnment of the Arab Republic of Egypt (or the Federative
Republic of Brazil with respect to BRASPETRO), whether
promulgated in the form of a law or otherwise, or any act of
God, insurrection; riot, war, strike and other labour disturbances,
fives, floods ar any other cause beyond the control of EGPC and
BRASPETRU or cither of them whether similar 1o the cause

hereinabove specified or not.

37.3 Without prejudice to the abova and except as may be
otherwise provided for herein, the Government shall incur no
-responsibility whatsoever to EGPC and BRASPETRO, or either
of them, for any damage, restrictions or loss arising in cob-
sequence of such case of force majeure, exospt the force majeare
cansed by the order, regulation or dirsction of the Government

of the Arah Republic of Egypt.

ARTICLE XXXVIII
DISPUTES AND ARBITRATION

33.1 Any dispute arising between the Government and the
parties with respect to the interpretation, applicaiton or exe-
cution of this Agreement, shall be referred to the appropriate
A R.E. Courts with competent jurisdiction.

38.2 Any dispute arsing hetween BRASPETRO and EGPC
shall be referred to arbitration. The arbitration ghall he initiated
hv either pany giving notice to the other party that it elects
ta refer the dispute to arbitration and that such plﬂj‘ (here.
inafter veferred to as the First Party) has lppomted an Arbitea-
" tor. who hall be identified in said notice. The other party

-(hl:reinaftef referred to at the Second Party), withm fifteen

(15) days shall notify First Party in writing, identifying the
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Arbitrator that it has selected. If the Second Party does not U’t‘“ L..iJL.H VL_‘,J 131_, ¢ l_._.‘,_,j s n_,t'.vj Lfr"Ul' c.(;al'h

appoint its Arbitrstor aas aloresaid, the First Party shall have

the right to apply 1o the Court of Arbitration of the Intemational
The

two Arbitrators shall, within thirty (30) davs, select a third

Chamber of Comnierce 10 appoint a second Arbitrator.

Arbitrator, failing which the ihird Arbitrator shall be appointed
by the Court of Arbitration of the International Chamber ef

Commerce at the requent of either party,

The third Arbitrator must be a citizen of a conntry other

than the A.RE. and FEDERATIVE REPUBLIC OF BRAZIL
and a country which has diplomatic relations with bhoth the
A RE. and the Federative Hepublic of Brazil and ehall have
no cconomic interest in the il business nor be connected in
any way with any of the signatories hereto. The Arbitrators
shall establish the arbitration procedure. The decision of the
Atbitrators may be given by a majority and shall be final.
Arbitration shall be held in Stockholm, Sweden.

38.3 The signatorice base their relations with respeet 1
this Concession Agreement on the principles of gcmd. will and
good feith. This Agreement shall he governed by and interpreted
and applied in sccordance with principles of law common 1o
ARE. snd Federative Republic of Brazil and in the shecries
of wsuch common principles, then by and in accordance with
principles of law of either ARE. or Federative Repuhlie of
Braril that will give effect to the intent of the partics uscr_l;-r:ﬁ.-
- sed in thia Agreement, provided that the principles to be applied
will not result in modifying in any way the rights and obligs-

tions of the partiea as expresly provided in this Agreeent

ARTICLE IXIIX

3TATUS OF PARTIES

39.1 The righta, dutiea, obligations and liabilities in respect

" of EGPC and BRASPETRO hereunder shall be several and not

jJoint or collective, it heing the express purpose and intention
of the said parties that thefr ovnership of their respective

Pereentage intayut- under this Agreement shall be a8 tenants in
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common and that this Apreement shall not be comstrued as

constituting ar assaciation, corporation, mining partnersbip or

any other kind of partnership.

39.2 BRASPETRO shall be subject to the laws of the
State in which it is incorporated regarding iis legal status or
creation, organization, charter and by-laws, shareliolding, mana-
gement and ownership, and its principal office is established
in the City of RIQ DE JANEIRO, STATE OF GUANABARA
and shall perform this Agreement through a branch to be
registered in the A RE. The Company’s shares of capital which
are entirely held abroad shall not be negohable in the A R.E.
and shall not be offered for public subscription. BRASPETRO

shall be exempt from the application of Article 88 of Law No.26
of 1954, aa amended.

393 The Government guarantees in accordance with this
Agreement that everv year during the term hereof, BRASPETRO
shall, under this Agreement, have the right to receive and _ﬁbtain
and to retain abroad free from all present and ['utuﬁ: taxes,
imposts and anv other exactions and payments required by the
ARE. laws and regulations, a sum equal te its share in the

net profit under this Agreement.

ARTICLE XL

LOCAL CONTRACTORS AND LOCALLY
MARUFACTURED MATERIAL

EGPC, BRASPETRO and the Operating Company and their
contractors shall

(@} Give priority to local contractors as long as their prices
and performance are comparable with intermational prices
and performance. The Operating Company shall, how-
ever, subject to the preceding sentence, be exempt from

the provisions of Decraa No.1203 of 1961, as amended.

(b)Y Give preference to locally manufactured materials,
equipment, machinery and consumablcs. However, such
material may be imported for operations conducted here-
under if the local price at Operatox’s stores is more than

ten (10) percemt higher than tha price of the imported

material ot Qperstor’s stores,
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ARTICLE XLi

PARTICIPATION IN PETROLEUM INDUSTRIES

With respect to any petrochemical project which appears
ta have a reasomable chance of being economically atiractive,
and the raw materials for which are available within the ternitory
BRASPETRO, upon EGPCs request, and upon mutual agree-
ment of BRASPETRO and EGPC, shall prepare at its own cost
a detailed feasibility study for carrying out of such project. If
the study proves that such project shall, on its own, be econo-
mically {easible to both partics, BRASPETRO ehall be willing
to comsider joining the Government in working out an amrange_
" ment to carry ont the project with each party bearing half of
the costs and rceeiving half of the profits,

ARTICLE XL

ARABIC TEXT AND THE ORIGINAL

The Arabic version of this Agreement shall, before the
courts of the A.RE., be referred to In construing or interpret-
ing this Agreement; provided, however that in any arbitration
hereunder between EGPC and BRASPETRO hereto the English
version shall also he used to construe or interpret the Conces-
5100 Agreement,

ARTICLE XLII
APPROVAL BY THE GOVERNMENT

This Agreement shall mot be binding wpon any of the
parties hereto uniess and until a law authorizing the Minister
of Petroleum and Mineral Wealth to sign said Agreement
and giving Articles of this Agreement full force and effect of
Law notwithstanding any countervailing governmental enact-
ments, 1s issued and published in the Official Gazette of the
Aram Republic of Egypt.

IN WITNESS WHEREOF, this Agreement has been duly
signed by the respective parties hereto as of the date first
hereunder set out.

GOYERNMENT OF THE ARAR REPUBLIC OF EGYPT

BY:

—

———wtr o o . E ="' - EEErry A e

THRE EGYPYIIAN GENERAL PETROLEUM CORPORATION

BY -

PETROBRAS INTERNACIONAL S.A. RRASPETRO

BY:
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ANNEX “A”

BOUNDARY DESCRIPFTION OF THE TERRITORY

COVERED AND AFFECTED BY THIS AGREEMENT

l
Hereinhelow are the alfaanumerie list of the blocks (as defin.

ed in Article IFI of this Agreement) according to EGPC system

shown on Annex “B” and the corresponding peographical coordi-
nates of the comners of a chntinuous group of blocks. "l'.'hll:.--1
geographical coordinates of such comers are listed clockwise

beginning {rom the Northeasternmmost comer. Each continuous *

group of blocks is hounded by ‘straight lines  connecting
sequentiaily all said commen.
Alfa-mumaric list of blecks Geegraphital everdinaten of the cermers,

sleckwisc from the woriheasternmost cor-
ver of each csntinuens grenp of blecks -

as defined in Article TH of
this Agreament.
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ANNEX “C" « > g
LETTER OF GUARANTY . Oload ikl
Cairo, 91| w3 Ol Ll
LETTER OF GUARANTY NO. ...............

The Government of Arab Republic of Egypt
Gentleme, -

The Undersigned, NATIONAL BANK OF EGYPT, Cairo, a: §
‘;ulrlnll-r, hereby guarantees to the Government of the Arab

Gl as 4 pea 4K
JG plaS 5 Al (g all JaYt Sl ga oB01 8
(15T ga Lod lede Glhs g) 40 il ae 405 e 4 K
| CLA J_g-l.ﬁ-d
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Republic of Egypt (hereinafter referred to as the Government) ".?_.*:'““_i _ ;i:_lj_ﬂl LJJJ‘:-’J:{ :\S’J..i r_,..m J ¢ ::S;u_jt‘ﬂi sl

to the Buit of §
the perfurmance by

(dollars in U.S. Currency)

(hereinafter referred to i

)

exploratin operations to spend a minimum of §
. US. Dollars during the years
of the exploration period under Article VI of that certain

of their obligations required for

Petxoleum Agreement (hereinafter referred to as “the Agree-

. _
ment” COVETINgG

Governmeny the Egyplian General Petroleum Corporation

{hﬂrﬂiﬂ‘dftgr re:ff:rre:d 10 as EGPC} and
dated _

It 15 nnderstood that this Guaranty and tho liability of the
Guaranv,y hereunder shall be reduced quarterly, during the
period of expenditure of zaid ... U.S. Dollars by the

amount of money expended hy for such exploration

operativn during each such quarter. Each such reduction to
be estakiished by the joint written statement of EGPC and

In the event of a claim by the Government of non-performance
on the jan of

of any such obligation under
Article V] of this Agreement there shall be no liahility on the

undersigned Guarantior {or payment to the Government unless
and unt. such liability has been established by written statement
setting ‘orth amount due under the Agreement,

Thas Coaranty expires on the

Area, by and between tllE‘ _
* lde St s
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Cunnagumﬂy, any claim in respect thereof should be made [

to us i{r the 197

, at the latest accom-

panied ly your written statement to the effecs that

has [ailed

. ¢
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o perform its expenditure obligations referred to in our Gue- (r‘ G CLU 2 AN L!, o My oo 4 PRY _:.L...l'l Sl

ranty and sciting forth amount of under mpmdltuﬁ: h‘r said.
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This Letter of Guaranty will become availabhle oaly provided
wa will have hesn in- ‘.“”J“ S -q,lj' h)L’-l 15i Y el el “'-"’u"" '-}J'C’ N

that latest _ _ 197
formed iInwriting by . _ : — olabl AL gt d - ey
and EGPC that the Agreemient between . o . ‘

, - - M sl dL
i _and the Government and EGP has - .
hetome affestive acsording te it terms. * l"“'a“"‘j L"‘L "JJ""‘U “'_JL‘ el 4..........._;.“_’ L_..C..Ji,

Ladl Ao g (b las i i Lyl - =
In the event we do not receive such advice Imteat _ 3 - r'l"'" Ul iy
e o— 9T | thie Guarsaty is amdemsamedlly samseiled ¢ *-:’tw *ﬂ--ﬂ-' L% sl all aia ol
bisbe 5 Al 0,6 Y 56 sl afl aia ARWAN
We declare that on issuing this Guaranty we did nol exceed F 24
the lirni*t of total guaranlies which we are entitled to issue as *--'LQ L—-ﬁ--L" Lﬁ__ﬁ-i...:-l (_} L;:n-.ﬂ L) k,:“ N A & gier I 9hs
per Ministry of Economy’s letter No, . C ... _dated . ) '
P T T —— o - N,

LY wou B elgmi e Sleah Ll 5 :
Please return o ue this Letter of Guaraniy en supiry date, - o ?h el »Ab

for cancellation. - | . 5 _l,.al'l UL-SH Sl
Yours faithinlly, | :

For the NATIONAL BANK OF EGYPT
Accountant Manager

. . WA e}

ANNEX D7

ACCOUNTING PRGCEDURE

(v asle)
ARTICLE I
DEFINITIONS

ol 4 _slat . el di o ; . )
- - - ST A > LI 1 W A AT 25 Y I | B A | -
The definitions comained i Article 1 of the Petroleum Con- J 2 ..9[ - __,A-J ‘,-L'_

cession Arreement shall apply to this Accounting Procedure and gt U:'.“ LJ"';’ lJ '-‘j-c-_'_j -u:-ul:-r.l.l \-LL_:H (A ulg JJ_;-,”

have the same mecaming. Certam zeecvning terms harein used "'—""'I“"_)":JI LJ :?"L“ b 3 Wl indl C.:L-)&-'\ﬁ

are defined as follows : ' .
: Y

(1) The “said Agreement” means the Peweloum Cencession - - - - o, .
e ) PEPSNIE~ET W s, ,Sal sl

Agreement of which this Annex is a part.

{2) “Non-operator” means the parties te the said Agreement

other than the designated Opsrater. SN GIEY e Gl L) g € sl D iy
[ ¢ Ll LG lt ¥
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ARTICLE 1I

UNDEVELOPED CONCESSION EXPLORATION

(Y — a3 )

| ol 2 Slelhdl o 2ot

Subject to the provisions of the said Agreement, BRASPETRO, | iz p 3l p Qs E_,_,f.:kll t_:."ild"ﬁl i-l.(:a-\.- Js Y f..L:. .

ad Operator of the ﬂ:{pluratiun-phasg, shall alone bear and pay
the following costs and expenses, and be entitled 1o apply them

against the exploration obligations :

1. Taxes und Surfece Rights

Any tax and/or direct cust attributable to the scquisition,

SU Bl lelmal 3 ot L 55 U Dby,
N

:ch-JlJ,'bjt:JlJ.dh_1

. — g— L o B

A o dailh Lalaol sl 52l G 315 45,2 4

renewal or relinquishment of surface rights acquired and main- | 1 1 o pucll o (_;'" CL_:II 3 gl J_jtji o -b_-l-'-v.'-'-“ I

tained in force lor the tlerritory.

2. Labour

o IVt b Al U padld @ 5L B,

i D afloadi Y

(@) Salaries and wages of Operator’s employees dircctly enga- | 5 edseos Q:..'dl Slledb f: 1 b g gla Gl (‘)

ged on the territory in the exploration thereof, including

salaries and wages paid to geologists and other employees

Joing ¢ o AV Gls @ Sl JLsT 8 5 500 Gy

_ . P | T I | RN IR I 1) | LARIOY:
who' are temporarily assigned to and directly employed ¢fakd n> P 2 & UJ : . 'S pam

in exploration activities. ' .

(b) Operator’s cost of holiday, vacation, sickness, disability

benefits, living and housing allowances, travel time, bonu-
ses and other customary allowances applicable to the

salaries and wages chargeable under sub-paragraph (2)

{a} and paragraph 9 and 11 (a) of this Article 2. Cosis
under this sub-paragraph (2} (b) shall be twentyfive
(25) pexcemt of the amount of salaries and wagea charg- '
eable under sub-paragraph {2) (a) and paragraphs 9 and
11 {(a) of this Artide I for BRASPETRO foreign em-
ployees, and on a “when and as paid basis” for ARE |

cuiployees.

(¢) Costs of expenditures or contributions made pursuant to

52l T s 3 gediion s 45 50 Ay el il

SN Akl bl Jlie ¢ Olludl S 4l b (o)
L LEY Jvy o oo el A Db puTly (3 M
S YA e el éy el At ds OB,
Jari A o S sty S e 62
|2 5 ity () 5,adls (F— v ) At a Al e
G oSy o LU Bl K edia on (T — 1Y)
e 5y (o — ¥ ) A eia 35, S
35S DU e g (/v0) BLIN G g 25
() 5,y (1 v ) Lol 30 Gk Jod A
N3, LU L ,hc,.(t_.u)l:,x..u 5 adll y
Al o L LTy oY 5t AL AT
ot e 355 L WV par g0 (P00 0
o € Coadd l..i._._f_g-uia)

asscssments imposed by the A.-R.E. Government suthority | 4.5 45 b (2720 a8 S S 2N o Slaad) 4w (-'*)
which are applicable 10 Operator's labour cost of salaries | Jl_laatb vﬂ;ﬂ Jas Je EE h-’ﬁ' :"M_)‘
and wages as provided under subparagraphs (2) (a), (2) | & —=aM P e Uﬂ_y——"-'-u sy oA L LL._.?_}\J

(b) and paragraphs 9 and 11 (a) of this Article IL
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3, Employees Benefus

Operator’s cost of established plans for employees group life
purchase,
thrift and other benefits of a like natare. Cost under this para-

insurance, liospitalization, pension, retirement, stock

praph 3 shall be twelve (12) percent of the amount of salaries
and wages chargeable under subparagraph (2) {a) and para-
graphs 9 and 11 (a) of this Article II for BRASPETRO foreign
employees, and “when and as pad™ basis for A.RE. Emplnjrm.
Severance pay will be charged by Operator to exploration acti-
vities at a fixed rate applied to payrolls which will equal an
amount equivalent to the liability for severance paymenis as$
required by the obligations of the Operator under the A.RE.

labour Law.

4 Material

Material, equiirment and supplies purchased or furmished as

such by Operator.

3. Trensportalion

‘Fransportation of employees, equipment, materials and sup-
plies necessary [or the conduct of exploration aviivities, Emp-

" loyees transportation costs shall include travel expenses for

employees and their families to and from the employees’ point

of origin at the time of employment, at time of separation and

[or vacations, and travelling expenses for employees and their

families incurred as a result of domestic t_r.m-ﬂfer from omne u:‘-b.’l“ J& u:nﬂ'_'.l . l;lx‘f'"i ()1 A o'

location to another.

| Transportation costs for employees and their families from

the ARE. to any other branch shall be charged to such other
branch.

6.

Service

() Quiside Services

The cost of consultants, mtrl& services and nutilities _

procured {rom third parties.

(b) Use of Operator’s equipment and facilities as provided

in paragraph 4 of Article JIT hereof.

D oplaledt L1

plead) ) A5G (B o 3 Olladll S 4l L

o 2l sty Olstbady Sz Al ol ke Bl )
aJiIy - Wl e ks g b els b S, ,re-‘fl
CRES U AL 5 P ALY 3 aall oda (3 83,1
!E;w‘:ti_}ﬂi_}('{-—‘r)@ﬁ” 5;5:;-”157'“’9“"7‘_;3};;?":"-,
o e 2 u‘l"Jj‘ b ella s sl T ERUPSVRERY| 1___“)
o A e b gee Pl bl e b Ll LibY
Sduall G Jarer =+ (€ Cads CES T Gy oo e 905
| s LT e ol Jlasd D8 le 2 el ST
| L ol e 5 1 il St e b s
' L__,.,_:u O e A Aeazdl sle SBlCs o AN bl
A e By Jodt 056 sE Slledl (i

1 Olotlt - €

g woye ot Lo o5 A Sl by Sl

o SLlaalb c3“*lzai1l i

L Jadt .:a

T PP SRy L Dlaotyiy 21,y Olaalis b g1 )8

o e i se 85l 3 GG G g Sad) B
| gl Nl @by S A Jiy LA o L-),.fﬁ?k:
A @i Wley (bl e DB pees @ S 3Ny Juasll 22
Jal e o

W5 s 5T s A e R o (P
| » ,;YI {'_JJ%
: C?l.l.ﬁ-'-“ -1

3ot bt (V)

PR T-EL -'i__’;f-_j L'):_JL_...L“" | g_;:.”.ﬁ;
o 2 e B

o LGy Sl S SOl e Jaazdt ()
o palll lia o WL e 8 s At $o)ls



AY AV e At d { LS s Adl_L p ey

pryl il —

1. Damages und Losses | -2 Pl SLALD

AJl costs or expenses necessary o replace or repair demages | s Lall! C)L-:’Y 3! J“UY oA Sliy el "":}m! C:"“
or lasses incurred by fire, (lood, storm, thelt, accident or aoy | —. <« L. - ST ST PO S vew

L
"

reasonable and due diligence. Operator shall fumnish Non-ope- ol 3 o\ CAdaab riﬁﬂ e N J:»T e (5‘& 21 5l gal JT

ralor written notice of damages and losses incurred as soon as H ‘__,J;i d .._,.,:L._.Jl[ rﬂﬁl u!.;_: — i]_;w :i:‘lls:_& g e “J':’*-;i L:-':

Aq Paroaar  uaay ey Qwes Y jJo wodar aage opgestaavd ) . C e e ) _
Operator. ' Vallar, L-..- ‘ul.f C.:L:L.JL {.ai.n_" oF _;Lm_'_ J u-& LP_L-A S

v S la 15 DLy S e OF e oliliy S

other cause not controllable hy Operator through the exercise of

B. lnsurence and Claims L ol y St A

The cost of any public lability, property damage and other h _r\b,: AL H.-; _,«.-JL i_,-aY‘ LI Lt _;L_, wdt@\_{_’,

insurance against liabilities of the Operator and/or the parties

or any of them 1o employecs and/or outsiders as may be Yequi- ' -
¥ed by the laws, rules and regulations of the Government of .

by L gl (51 51 pit o7 o slt 13 wema G b (g1
] 3 -— — 7 -'
the A BE. or a5 the parties niay agree upon. The Operator L,:..@ 3l -t_.(uc -l.._,lr_’a- oy nJJL.:H C'IJ‘mJ fljy_, ¢I_,3i
shall credit against exploration f:xpenditurta the proceeds of | L., pal 5 C}LU asls .,'_‘.,LL_JL ffl'i]l 2 g sl Lsa e o

any such insurance or elaim collected by it. If no insarance o Las s oy Leas UM! 51 .__,L_.U! adg 4.3 -l.La.:-l

is c:rr:ed all actual expenditures imeurred and paid by Opera- u-“ W[ RAPR] ; J‘-‘t' 3y (A d> 3 Ll e

J:L_......n-.!i uuﬂ-.) Ji Jg'h_,...: J ,.:LL.IL {.JE" Lgn.!-’-:_) Ll
.[_;B_’J-.al‘ O C’MJ SED 4.::‘.....-&-!-“ r‘.ﬁﬂ-\ﬁj uwij CJI-:ju’-u}

tor in settlement of amy and all losses, claima, d.lmage:, judge-
mehts and any other expentes, including legal services,

9. Dustrict end Camp Expenses s Sanally ) ﬂmwjﬂ-!

Camp overhead and facilitiea such as district warehouses, -
- d L - - } - - ot l
. boadt @hie 33bes jie Mgty Sonldd Wl Silig el

water svstems, road systems, salaries and expenses of field super- I ¢}-A P J

I Ty Al . . . A Sy
vieory pemonnel, ficld derks, amistapta wnd other dismiet | (sl Dlgany Dlias G SIC_25 WL OK |
general Imployees serving the territory and all other genmeral Cpals JU vl ) CJ!.'J""L“"“ 3 Ja=dl 7\5 3 Jaod! u‘& n.t’f"l
distri _ - . T -t . T P d.l,.b-ﬂ

trict expenses. rl.}j\ﬂ it s O gadon d_..ﬂi JJI:.;L.- J3 Mh‘-‘ .
o Jadt adhd g SV A, oY g pall o)

10. Mine Clearing : U g - \

, . . 'I
Expenses incurred and paid by Operator for the removal of A3 ) WY Sldadb t.,lj[]l l‘.,.h_, Lo U:“ a...fb.f;"’['

or rendering harmless the land mines and unexploded shells o’ )
and in general making safe the territory from such hazad, | OWY Gim L ke Las ads J S plally 450
l_’ﬂm 'h—Lp.A L!' JLL-"'?I’#‘?‘
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1. Administrative Overhead and General Expense

(a)

(b)

Cost of staffing and maimaining Operator’s head office
n the A.RE. snd/or mhcr.uffiﬂe.s established m the
ARE., other than ficld offices which shall be charged
as provided in Article 11, paragraph 9 above, and excepl-
ing salartes of geologisls and other emnployees of Operator
who are temporarily assigned to and direcily serving on
whicli shall be charged as provided s

the territory,

Adticle II, parageaph (2) above.

Operalor's adminisirative overhead abroad, applicable

to the A.R.E. operation which will be charged eacl month
at the rate of five (5) percent of total expenditares ,
attributable thereto in the preceding month.
such percentage shall, as from the date of forming the
Openﬁng Company, be reduced to twa and a half (2'/2)
percent. No direct u.ihry chatges as such for Operator’s
expatriate employees fox work performed outside the
AR.E. shall be applied against the exploration obliga-
tion. Examples of the type of costs incurred by Opera-
tor and considered as due fo activities under the said

agreement and cuvered by such percentage are .

(1) Executive : time of executiva officers.

financial and sxchange problems.

(2) Treasury :

{3) Purchasng :
supplics.

(4) International Department — directing, advising and
coutrolling the entire projest.

(5) Other department such as legal. comptrollers and

engineering which contribute time, knowledee am]

experience to the operation.

1
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12. Any expenditures, other than expenilitures which are cove

red and deajt with by the {oregoing provisions of this

Artele IT, iincurred by the Operator for the necessary anal

proper exploration of the territory in the A.R.E.

13. General Provisions

(a)

Siatement of Activaty

Operator shall render to Non.operator within forty-
five (45) days of the end of eacl quarter a statement
reflecting all charges and credits 1o the exploration acit-

vity sammarized by appropriate clasifications indicative

r

S G Sl Ul e 1 Ol ot el

o Vg s S0 Loy ((£2) ity 4e?
ke Coell bl 4o gy ety wall 5,3l Bl 4
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A the mature thereol and idenified with the proper | |10 12 3oy Lind e W L Lo
Gt coa Dbl sid o 32 oAzl ab g

s ) et D65 ez 3 g 4 3

accounting code as reflected in the adopred  code of
accounts. Suppertling documents =hall be available for

inspection by EGPC at all working hours.

(b)Y Adjustmenins . :_',.‘a_ )_,_“H

ATl staternents rendered 10 Non-operator by Operator

shall conclusively be presumed to be true ansl covrect |77

—— -— - oy g " - - "‘ l !b ‘szi
Aoe e A Ao MIL’ V- r--—-' et i
after three (3) months following the reccipt of ecach Aay AAep ) DT - T VJ..M;
! . . . 3 - +n ._‘." - l‘ ‘h’
statement by Non-operator, unlees within the said three | 5 ;0 J-G ._.rl:L.-H: r‘h st 1-""“"3{ *'-ljb " {T‘) !

(3) month period Non-operator takes wrilten exceplion
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thereto. Failure on the pant of Non-operator to muake
written exception on Operator for adjustmeny within

such period shall establish the correcmess thereof ani]

preclude the filing of exceplions thereto.
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(¢) Currency Exchange

Operator shall keep s books in the ARE. in United ;
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States of America Dollars.  All U.S. Dollar expenditures

the amount expended. All Egyptian Pound expenditures
chall be translated to US. Dollars a1 the official rate of
exchange declared by the Central Bank of Egypt on the
first day of the month in which the expenditures arc ye- |
corded. A record shall be kept of the exchange rates
used in translating Egyptian Pounds expenditures 1o

dollars. Repatriation of US. Dollars shall he at the

exchange rates prevailing at the time of original traus-

Intions and/or purchazes in the first-in, First-out bLasis
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(d) Operator shall establish exploration obligation contro) | » e bl <) 4 ‘;}Jl L\ Sildeadl, fﬂm L (,;. )
account (and of{setting comtra account). These accounts -\...EJ e : -
Shladlsdn Latss (UL il Lot
will be used to charge therein the total amount of explo- g ( J es’ < J)
i LL.}‘
ration expenditures Operator incurs in the exploration L 3 o L L‘“ L‘“‘J u"" ‘-'9"‘” s e
activities which Uperator is obligated 1o pedform, under *“’}'"Yl o-ka (SOt b t-afyu-n-! r_r“ U..” \..,-‘Q:JII dls

the sanl Agreement (less any reductions for assets taken *i__,pu .-.:}::-.Ut ,J}..J:‘H OF ._,_;L., o 4_.1 | )
for use by the Oparn:_ing Cnm};ny) in nrzlar to detcrmine dodod o o CAI3 ( Jlar S L H: NPT g
when minimum exploration obligations have been met.
.i.a.__ﬂ.._:i..!'ﬁ .}'l'-l:rjljt:'.QI

Adjnstments to the exploration ahligations shall slss ha 5 o3 A o *'J o el
recoridled herein, soch as the transfer of equipment or . < 3 uu-"] b 4t '*-*'L.?"“Ji A LS
tangible assets to  development operations use. See | % selil L]_:--ﬂyi: S E WY B el i S 3 L_JL...ar_h
pacagraph 10 {g} of Article IV for accounting treatment ( 3 Yo ) o )l C.—,» PR 4" o Soldes 3 ruﬁ_..,_'){j
of such a transler. Depreciation, whether as such or part qu-..._H 2 A J @ sl axildl 3 4_._,1in ajL__j_l

of a rental {ee shall be a proper charge 10 the exploration
obligation for equipment used in exploration work but .r S+ g c,z_:ii Jlet o8 dac Sload _fj:,ﬁ )

its value mot ghgrge(] thereto. No ﬂe}?mi:ﬁnn charges e ;fb.ﬁlt?”_l Tt.a._.: o f;_}?. LY ;T *LTL;U: Ler 13 ﬂ)‘Lem .5‘.1
will be applied to the exploration obligations when the Obdadt oam 4.3 51 Eaait 0L S L PO I O
value of the equipraent as such has been charged against , N . )
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the exploration obligations.

ARTICLE 111 (Y ~s2le)
RASIS OF EXPLORATION CHARGES St Ols g e s ]
1. Purchases B b gl (1

Material and equipment purchased and service procired shall ‘.}'1’-‘11 Lede - Joams st Sedsdly L -0 A Sidadty sl
be at price P“d"lrh;.'" Operator after deduction of all discounts s ‘:’i_i L "f {'fui Aa S LS"U[ u‘:“’ d_yﬁ di o ‘:’l._l ,}13

aciually received. . |
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2. Materials Furnished by Operator - Ohdaalt, s Loy Aot (T
A. Materis} required {or explorstion operations shall be pur. | LIS o puive ulludl (g 27 Caedl Slleal L_,.l.[—,.l[ :a!_,ll —
chased for direct charge whenever practicable, except that Ope- ‘:"!..] JY i':mj Y G el l:_, Y el S

rator may larnish soch material from Operator’s stocks outside .z - Cupe S :
_ 'C‘{‘*E(._'Jl"ﬂ”f)u“li’“&‘3‘11“*"-“&-‘-’,1.?191'

the ARE. nnder the {following conditions. T ‘
* SEID L TP | W LY’
(1) New Material (Condision “A”) « (€12 B ) sae sl (V)

New material transferred from Operator’s warehouse or other . 14 sl e ....-LL.A]L Vf Leh Ldas uJI ,.4,_;;,,]1 Al j].! ( )
pfnperﬁﬁ shall be priced at cost, provided that the cost of ma- | 4 2 ¥ Y gl d =l Ll v » P E'J 6 J,.SH SU
terial supplied is ne higher than international prices for ma- | WA, 3 _,l ALY 4 AN NN u],-. 33, ‘,LI st _,ll
terial of similar quality sopplied on similar terms prevailing | 4, 1)y 4 » ;g o3 1S JE O LS AP IF PN £ At U

rt the time smch material was mppﬁﬁdi + 5 J“ :EI#
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(2} Used Material (Condition “B” and ey

(a} Material which is in sound and serviceable condition and
is suitable for re-use withont reconditioning shall be class-

~ed as Conditinon “B” and priced at seventy-five (75) percent
of nmecw pﬂﬂﬂ-

(b) Mﬂtﬂn-"] ‘“’hm}l cannot be classified as Condition “B” bm
which -

(i) after reconditioning outside the A.R.E. shall be fur-
ther ﬂ!:ruoeab]e for original function as gnud second
hand mateyial {Condition ““B”), or;

(ii) s merviceable f{or original function but sabstantially
not suttable for reconditioning, shall be classed as

Condition “C” and priced at fifty (50) percent of new
Price. |

{c) Material which cannot be classified as Condition “C” ahall

be priced at a walge commensurate with iis use,

|

(d) Tanks, buildings and other equipment involving erection

cocts shall be charged at applicable percentage of kno-
cked-down new price.

-

B. Material for exploration operations which shall be ace-
umulated by Operator in the A RE. for use on exploration areas
when and as required and which shall be maintained in ware-
house(s) in the ARE, including the building and other faci-
lities neccssary to eastablish and operate such a warehouse(s)
shall be a proper charge againat the exploration obligation. These
expenditures flrall be recorded in the exploration obligation

account,

When warchonse stack jtems are used on specific projects, the
value of the item shall be charged to the project and credited

to Op:rnmr's warehouze stock acecount.

As items areé relurned to the warehouse after being used in a
project, their value shall be determined by Operator and charged
to the warehousr acconnt in gecordance with peragraph 2 A of
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this Article III. The exploration obligation acegount shalt Le
adjusted with the value at which the item is retumed to the

warelhouse,.

Value of warehouse itemns used by BRASPETRO on its whally
owned equipment and for which a rental charge is made sold
to the Operating Company and/ox third parties, or transfcrred
from the A.R.E. and not used on the exploration areas of the
said Agreement, ghall be credited to the exploration obligation

account and snch amounts re.expended as provided in Arnticle

VI

3. Warraenty of Materials Furnished by Operator

Operator does not warrant the material {urnished beyond or
hack of the dealer’s or manufacturec’s guaranty; and in case of

delective material, credit shall not be recorded until adjostment

has been rceeived by Operator krom manufacturers or  their

agents.

4. Operator’s Exchusively Owned Facilities

For the use of any such wholly owned -é:quipmcnt, the Opera-
tor shall charge a rental rate comnensurate wiﬂn the cost of
ownership and operation, but not in excess of those competitive
rate in the A.RE. However, the intent of the Operstor hall
be 10 apply the cost of the materials, equipment and supplies
10 the exploration obligation and not to meet ity exploration
obligation by rental charges, except for rentals on ape:iﬂ itx';llls.

Laboratory services pexformed by Operator such as zas, water,
core, playback and interpretation of seismograph magnetic
tapes’ and anv ather amalyses and tests, whether perfaormed in
the A.R.E. or the home laboratories and offices of Operator,
shall be charged at fair rates provided such rates shall not in-
clude any gemeral overhead costs and provided. further. such
charges shall not exceed those currently prevailing it pedorm-

et by third party sexvice Jaboratories,

ARTICLE IV

DEVELOPMENT LEASES

The Operating Company, a corporation formed and owned
tqually by BRASPETRO and EGPC or their assigns shall be

Operatar of exploration blacks converied imo  development

|

|
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leases. The Operating Company shall expend only those funds IEr 1,-){ oy P LI u:“ ‘-HJ""SH S ;_*,\H} 'ilf :'-‘-:L_Ey
received from and only as anthorized by BRASPETRO and ¢ 4 I C_,nal‘ _}9*—'“ ulc :i-..._,_;l

EGPC. As Operator, the Operating Company will incur and u,
Sy ally N P s 50 Ll WG Lo,

: l.pl:.n Uﬁll

pay the fallowing costs and expenses :

1. Labour : Bt

See paragraphs (2) and (3) of Article II. )
« ST HUL e, Gl e 2 22

e

2. Material, Equipment and Supplies, D OIS Oldalls Sheft Y

3. Transportation * ' . D Ay

Traneportation of employees, cquipment, material and sopp- | st a AU L5 Sltaayi g ol PP -QLL_J.I 3 ekl G

lies necessary for the conduct of developmint activities. - .
; P : 3 4..4.....‘“ ~— \ JL:.F-! J _LL‘J'l

:c,lij_ra.ll Sl -

4. Expensa Accounis
:;E;J-ah L_4_;_JI Lo aalaViy :,!_:L__;'jl_,.‘_]l“'j'yi By e

27 2 e A Bl i g Ry s 1 Gyt L

M3 ot ARV Sy e 3« B 5 Lol Jlel oS

aloacdl JEswyl ':-’E_gﬂ» (s ULALJ.U ULJS“ J,.JI'}-..

R T e
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Transportation, meals and lodging, pfus concurrent inciden-
tal miscellaneous expenses of EGPC and BRASPETRO person.
nel on temporary special assignment. Transportation expense

thall mean from and to employee’s home office as well as that

mecurred while on the teraporary special assignment.

5. Service

(ay Cost of consultants, comtract services and utilities pro.

1 lede Bt Wty Slasdty oy jlaz 2l GG ()
| e e bl e

cured from third party sources.

(d) Cost of services performed hy BRASPETRO in ity of-

EJB“ li.S'LC. % Jj-'-_---‘_,g Lgi.'}_;; u'.'." Shd sl WG ('-‘]
[ices outside the AR.E. for the benefit of the Operating

Sbdadl L« DL L 2 Gl R
LDl B SY s e sallty 3, K, Al
@b A my (535 adgh Ll oy WES RER TP S
Laldod o7 5 2ol 9 T U & s Lo TID 3 5
lede 3o St LT e SLLIL QAN 0
be performed for the Operating Company hy E{'}'PC and/orx Lj;i ?:ﬁi;ﬁﬁh;’fj
BRASPETHRO at a negotiated contract amount. ‘ Tl

de Ade S G5 Al L B Lataat BT, 2t )
- ’ qﬂ..i! o _guu |
t pladkity AL - !

LW B v 2

Company. Repgular recurring, routine services such at
interpreting magnetic tapes and/or other analvaes shall
be performed and billed to the Operating Company by
EGPC and/or BRASPETRO at an agreed price. Major

projects involving enginecring and design services shall

6. Damages and Loxes

See paragraph (7) of Arliclt IL.
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1. Jnxprance and Claims : C:l;jlhli L ﬂ';t:.a'i.‘.'.ll -y

The cost ol an’ public lizhility, property damage and other ;:‘:_ 4 C.:l(l'.'..l\! s 4‘“: _,I _,-'ﬂ\” u":‘:' ,:-—11 A &’_‘Hl S

_aranve against lishilities of the Operating Company snd/u¥ | 5\ Lag ) o idall LSRN & 2 4 poms A2 el e U3
1o parties or ans of them o employees and/or third pasties g . - LG oo o
as maY be ‘_"'-‘I“imt] by the Laws, rules and regulations of the | ¢~ &' 3 J:-“ 4 ‘-&ELJ“ J2 "‘J e UJL st szhkﬁ

Covernment of the ARE. or as the Board of Directors of the C'f"c H"“_,("J“;_}-’Lﬂntﬂ_}mj J"'.?lﬂl.’ Cﬁlﬁ-” *--I-L-’_ ] L-......a..
Qperal "8 Company may agres upomn. AL ..'_'.:L_._l.-ll: W § At e _,I;II_ gl ale 34 1 ' )

The Operating Company hall credit against operations the | 4=>3 Aozl C.rl.&.g__,.-:n 4 (:JL“ Gl Sl aJGH
Pfﬂﬂf"'lﬁ of any sich msurance oOr claim ﬂﬂ“ﬁﬂlﬁd h}' it If * :__-IL.:L.J' I,_:}L.a: LJ‘ L_._;;- q:,jl.:]lLll _;l. i:lt-:i-‘:“ ’_.LJ

ho insurance 15 camried, all actual expenditures incurred and

paid by the Operating Company in settlement of any and all | l;l.s.-.".':' ! adaall AP G.:a el 23 ' Jb. 3 Ll

losses. claims, damages, judgements and any other expenses, ;L-:xn s> _"i Ji 1’—,_‘__'- 3 Sblalb L K_,_‘.H Lai-t?, |

. & ‘lexal services. . ' . . =g e X .

ncluding epa ces l c_jb-’.)-ﬂl‘ o &ls T8 ifLa.dj'l rls:a-gﬂ_’ .:.:l.:e.t“J :,L:]\Ll‘,
) e U gl Olsalt s L

g Legal Expenses t Aoyl S all A

Sldadl b it B i5 (A S alls LN T\
LiLﬁE}.ﬂltlLah%w.éﬂtlﬁﬁlllmh,jﬁL:jm
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All costs and expenses of liﬁgu.iun or legal services other-
wie NOCCSEATY or expedient for the protection of the joint
interestS, including attorney’s fees and expenses as hereinalier
provided, together with all judgements obtained against the
partics OF any of them on account of the. joint operations under
‘his Agreement, aund actual expenses incurred by any party or
parties hercta in securing evidence for the purpose of defending
against any action or claim prosecuted or urged against the joint
ntm _stions or-the subject matter of this Agreement. In the event
cctions or claims affecting the joint interests heremnder shall
he handled by the legal staff of one or more of the parties hereto,
charae commensurate with cost of providing and furnishing sach

seryirts may he made to the Operating Company.

9 Any expenditures, other than which are covered and dealt | — a- ik e ®
: e - - . . ‘ a L".L.Jl rl;:,.q‘ UJL—'?JUHNLQ_F‘i O\ed 4.:1...-".
with by oregoing provisions of this Article TV, incurred by

] “ - - peelt C At N . o2 _ R
the Operaung Company, as authorized by BRASPETRO and -9 ""L:L“'H‘ Sl *S'.r"" JJ-C‘J “"’1' _,ll sl il a8 l"Jr

EGYC, for the necessary and proper development, maintenance "-L_.......-_' rl‘)li L Ny _}1 L 3 -L._...._;'l‘l 13 _;-;-'-" L s W
and npmﬁﬂn “f thﬁ EMIﬂpmmt lﬂlﬁﬂu | . -l n..“ }-’-" ] * .l*-’ ‘;L-",

10. Ganerel Provisions - &ale rlﬁr!- L

(a) The Operating Company shall maintain accurate -nd' Z,_JL_.?._, 4_ats C.:)\::-a :JL:LJL_ 4 lall KJ_‘.“ o (T)
carrent records of its operations {or the purpose of furm- | . - . } I -
ching BRASPETRO, EGPC and the Government or its o Ky T M5 etz 3T P s ey

representative the information required by each of then. U“-‘-“ st - ‘,‘..- ‘_}5' h-LLf_ ,_,'-‘.“ P _,-U-L P LV }1.

The Operating Company shall have no income and shall - o - .
not own anvthing in its oWR name, therefore, shall have .5 $) A ¥l I.J‘E"J"’ Sllenlh S *ffﬂ‘
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(b)

(d)

(e)

(r)

The above listed expen-

no formal financial statements.

ditures in this Article IV shall be accounted for

sccordance with generally accepted accounting practices

ased in the petroleum industry, in such a manney that

required by and/or EGPC,

information and reports

Sbloom Y3 SUa P 5,G Y il ol Leel
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BRASPETRO and the Government or its representative | .__;‘.q,a-." sA_A Na Lg‘i _;I- lellas _-;k L_,S:aa"g ;i_....-a_;“_,

cant be obtained in the form and subctance desired.

Baced on the latest budget and work program reports,
the Operating Company shall request funds For operation
thirty (30) days prior to the day such fonds are due to
he advanced 10 the Operating Company.

The Operating Company shall astablish twao inter-company
control accounts, one for BRASPETRO and one-{or EGPC,
through which nll of BRASPETRO and EGPC joint activi-

tjes shall be recorded. The receipt of funds called for in

o 1h e Mg gy L

AL Jasll el ) ol 5 4 pa8 Gl a1 Sl bl
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Paragraph 10. {b) of this Aﬁicje IV shall be .cmditm] to ‘_; .:L:E_‘,'L,IJI asl 1l oom o (,‘__, Yo );;&J‘. LJ L..JS'E,
these control accounts. However, the rec:i[it of fands | f)l"_.,.i d‘i u"l'_:’u” . CI“L—D'-]I O,_Ln L3 C;‘l_ﬂl il

for the Operating Company shares shall be credited to
capital share account and payments to the Operating
Company for sole risk 'ﬁpcralipns shall be credited to

a “eole rick” account {explained below).

At the end of each month, the Operating Company shall

record 21l items on hand, and take a trial bhalance. After

the books are halanced, all accounts, cxcept “sole risk™

and capital share accounts, shall he closed equally into

the intercompany control accounts and should balance
with the exception of onehalf the amount of the capital

share account {or each of BRASPETRO and EGPC.

The Operating Company shall render a statement to

BRASPETRO and EGPC on or helore thirty (30) days
{ollowing the last day of each month, reflecting therein
all charges and credits recorded in the inter-company
control accounts daring the month. The Operating Comp-
any shall render a similar statement at the same time to

the proposing party of a “sole risk™ operation.

BRASPETRO or EGPC or hoth of them together. ehall

have the right to audit the Opensting Company’s accounts
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and records (imcinding their own “sole =k’

support of 1he monthly stalement of costs and expensee

for any calendar year with the twelve (12) months period

[ollowing the end of such calendar year, provided, how-

ever, that BRASPETRO and/or EGPC must 1ake wnitten

exception to and make claim upon the Operating Company

for all discrepancies disclosed by said audit within said

rwelve (12) month period. BRASPETRO and EGPC shall

ecach hear its own audit costs.

(z) All items of am investmeul nature, used by BRASPETRO
taken over bv the Operating

Company upen its (ormation. Such items shall, for the
of EGPC anidl BRASPETRO be opernted by such

company iu the jont. operations.

in exploration work shall be

henefit

(I;} The Operating Company may also provide accounts for
lie sole nse of either EGPC or BRASPETRO, if needed.
in. which te recorl (ransachons that are mot 2 part of
cole risk or joint aperations. Each mﬁnth the Operating

Company shall provide the appropriate party a siatement

of the balance in these sole us-f- accounta.

11. Sole Risklﬂperarior;s
(a) The Operating Company shall establish two sole risk
accounts for the proposing party called Sele Risk-Cash
and Sole Risk-Expenditure. All charges and credits for
operation shall flow through these accounts.

a sole risk

Fach transaction shall he recorded individually.

(h) Payments to the Operating Company for =ole risk aper

alions shail he made in advance by the proposing patty

to assure that in no event shall funds supplied by the non-

proposing party be used for a zole risk operation, The

Opecrating Company shall record the receipt of such funds
as & charge in Sole Risk-Cash and a -:redit to Sole Risk-

Expenditure,

- i

——
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(¢) The Opcrating Company :hall charge Sole Risk-Expen-

{d} If material in wamhﬁm.npcrlteﬂ by the Operating |

12.

diture and credit Sole Risk.Cashi upon payments 1o third

party contractors and for third party services and for

material and equipment purchased.

If the Operating Company’s employecs are used on the
Sole Risk Operations, detailed time records shall be kept
and Sule Risk Operations charged in accordance therewith.
Thus upplies to both field and general and adminisirative
personnel. Distriet and camp expenses shall be allocated
in accordance with paragraph 12 of this _ﬁ.rt:il:le. IV. Aec-
counting cniries shall be 2 churge and a eredit to Sole
Risk-Expenditure and Sole Risk-Cash, rcspectively, and
a charge and aredit, respectively, to cash {regalur joim
operations accounts) and the expense account tu which

the Operating Compuny cost was origimally charged.

awmpany is used gn a sole risk vperation, such material
shall be priced 1thereto as listed in sub-paragraphs 2.A
(1} and 2.A (2) of Article IIL. Accounting entries chall
be a charge and a credit to Sole Risk-Expenditure and
Sole Risk_Cash, respectively, and a charge and credit,
respectively, 10 cash (regular joint operations acconny)

and the wareliouse stock account

(e) The tuial credit to Sole Risk-Cash for actual expen-

ditures for the sole riek operation shall be the amiocunt
to determine the non-propesing party’'s obligation to
participate, il it so desires in accordance with the said

Agreement with the right of the non-proposug party to

audit sucl; amount.

District and Camp Expense
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superintendents and other employees serving sole risk operations,

ri]lrl}l'ﬂliﬂﬂ operations omn a devalupml:nt Ieaﬂe and dﬂﬂ]upmml

apetations for the ioint account of BRASPETRO and ECGPC
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whose time is not allocated directly to such operations, and the

cost of maintaining and operating production office and necess-

ary sub-offices if any, maintained for the convenience of said

production office and all necessary camps, including housing

facilities [or emplovees, if required, used in the conduct of the

above operations, shall be charged to a district expense account.

Sweh expense shall be allocated each month to sole risk, explo-
ration and/or joint operations, as the case may be, based on

employee time sheets which shall indicate, insofar as possible,

the various operations woxked on each month. The monthly
rate of time accumulated to each operation to tatal time accoun:
ted for shall be applied to that month’s total district expense
and the resulting amounts charged against the appropriate

up-:ralium.

13. Administrative Overhead and General Expense

. Personnel engaged in general clerical and office work, super-

visors and officers whose time is generally spent in the main
office and not in the field, and all employees generally considered

as general and administrative and not charged to other types of

$Les UG SdiSs o Dbt oA 35k e 2 il
(Sds O ) s 3 ilie o 9 b Lo £BY 55 deny
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expense, shall be charged to general and administrative €xpense . - . .. ] :
- | Syl o 5T 5 T o (a8 Vs oYl

accoupt. Such expense shall be allocated each month to sole
risk, exploration and/or joimt operations hased om employees

tinte sheets.

14. Exploration costs and expenses on a development lease in-
cluding amounts allocated thereto, shall be recorded in
separate accounts from development accounts and shall not

be included with development costs apd expenses.

15. BRASPETRO hooks and records encompass both exploration
and development activities and shall be kept in US. Do-
Nars; currency exchange provisions in paragraph 13) (c)
of Article IT apply to the -development phase.

U.S. Dollar value of crude oil sold and the royalty paid
in U.S. Dollars each month shall be recorded in the ame

lIlinu.nt.

Actual U.S. Dollar payments made to BRASPETRO by

the Govemment siall be recorded in the same amount.
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16. The statemments rendered to BRASPETRO and EGPC ¢ JL:H_, L...-_;“J JJ“_:_.,.'IJ:: L’H 4.l 'L.j_,..:ﬂ‘ oven Y \y
ferred to in paragraph 10.{e} of this Article IV, are ot | L ) ) ) .
complete statements insofar as BRASPETRO and EGPC | la.8 4813 €S anl 1Ll o e ( B ) AN W

are concerned. Financial statements prepared by EGIPC| . | - L. R | .
and BRASPETRO necessitated by the sid Agreement shall | 31! e (I LIV Sy a0 Lt a5ll5 5 2t 5 e,

include other information such as sales income and dep- S P -,!l"" e ,S Y U] P ) B POO-Sia v | e
.}-v-——-—-’ ;. .3 |
reclation and amorlization charpes. | S/t ~ ~ - U"l P &

BRASPETR(O}s ynd EGPC’s books and records, whercin the L - . .
detailed inforpation supplied in the Operating Company’s "'::"*"‘.JJ"""‘I . EJ""‘- u:'” '1""‘"“_!'“-" -’J"'."""".J"f J'ij '-_-’3“-‘:'*-

statements is entered shall be maintained in accordance | 4 i (57 ATy P | PR -6'_}_,:11 c._s_,_‘f ;_; 3:_,1_,]] L adl-
with the provisions of the said Agreement and AnnexE". i R Ny : ‘_- ) : H *
_ - ..q_;;g‘_',,._lll_,i_,_,f.xll ?Li‘ﬂ\rlfaf&_-,l,:j

ARTICLE V ( ¢ = 23l )
INVENTORIES g 3 pelt |
|3 Periodic-fnwnmrias, Notice and Represeritation ] P Jeeandly H3Y1e  c)a N .':_,:_rJl -3

At reasonable intervals, inventories shall be taken by the | JlLlaJbasld liﬁ"‘,_.tll-:i_i_;...-,: af f—"“ Cldaad! Olege > > f:'.
Operating Company of the jomt operations material 'w]?;l;!-‘-h les 20k i u.'l“ ;l_,li o -’*_f_'t” Je—=t 3 ”‘—'-'L" SO U]"
shall include all such material as is ordinarily considered contral- | -, » oA 3 C.:l:L.nJL g Wl ol O 4 r("-' | UL"

Isble by operations of oil and gas properties, ' - _il——-;"J

Written nﬁtica-uf intention to take inventory shali l_n';iven 9 o3 .. 3 o ULS'JU,-.:-L oldealh FO P LR r_,i'-
by the Operating Company to EGPC and BRASPETRO at Jeast J;'X" e L g (f...) WAL s ga S8 3 Al el o S e g LL{

thrity (30) days before any inventnry_iatuheginmlhat EGPC| - ﬁiﬁ*iﬂ‘deh‘ijmﬁlﬁ‘;ﬁ&u

snd BRASPETRO may be represented wlfm any inveatory M| iy e 2 00 e o o Joyl B gl o 5 222
aken. Failure of EGPC and/or BRASPETRO to be represented

SLLAL LS S, G s Jor 50 > a M e i b J gt
Dol ame e e Joo 5 O DU SN S e

at an inventory shall bind thiem to accept the inventory taken

br the Operating Company, who shall in that event furnith the

. a v ' I
party not represented with a copy thereof, ¢ S VJ L;-\.” A _,U
- - - Y - '

2. Reconciliation and Adjustiment of Inventories P ot Basiy &g

Reconeiliation of inventory shall be made by BRASPETRO _,_:'.‘.:.....IJ:_, i--w_ﬂ' i’ﬁ -"'_r—*“" ol "-"L_J—:“ GJ’.";
azd EGPC and a list of overages and shortages shall be jointly 3_,.:][ o ﬂ‘_,'-'-f‘-‘ih ;JL_}".! _'Pﬂ-”* U-aL_.-UI a5 s
| . - 1 = = - _ - ¢

determined by the Operating Company and BRASPETRO and | 43 s J_,_zu fﬂ"’ JAaT g 4-*"'-"_;“.3 J_;-:—-—*‘i_: t_ll:-lo-ljl-' 4

. : - |
- ™ £ 6
the in ventory adjusted by the Operating Company. "-"l;ul‘ 4,5
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ARTICLE VI
RIGHT TO AMEND

By mutuad agrecoent between EGPC and BRASPETRU. thas

accounting procedure anay be revised (rom tmie lo time in the |

lizht of future development; provided, however, such revizons

du nut aflect the righis of the Govenuuent.

‘&NNEX L IE'I'I
TAXABLE PROFITS

~ The “Taxable Profits” of EGI'C or BRASIETRO for a given I

Tux Year, Lor purposes of Section {16.4), shall e the amoumt
remaining after ledueting from the gros income of either LGI'GC

or BRASULETRO as the cuse mav he, in such Tax Year, tle

respuetive costs of EGPC or BRASPETRO, as the case may e, |

in the same Tax Year. The taxable profits of EGPC or BRAS.

PETRO for anv tax sear shall he computed supurah:ly.wilh I

respeet 1o BGLC of BRASIETRO. Without prejudice te Section
(132}, swch respreetive gross income or costs of EGFC or BRAS-
PETRO shall be independent of, and shall not affect the

amoumts paitd or realized by the other party.

Bucl respeetive costs of EGPC or BRASPLETRO :hall include
not valy operating costs and oveceads, but also depreciation
and mmortization on capital investiments, rovaltics {(whether pay-
able in cash or in kind}, on the oi] belonging 1o a party (bat
not royalty pavable by such party 10 the Government for Lhe
credit ol the ot party) remtals, reuts and any other charge,
duty or tax fexeluding surtax as delined in pacagrapl {a) ul
Seetion (16.1) 1 due or paid to the Government. Such costs ol
Blt:‘\.SI'E'l'l{fJ shall specifically inelude amortization of all costs
and expreaditures iacurred by BRASPETRO for its sole acevant

b Section 6.4) and 6.5)
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For the purposes of determining the Government’s share in
the net profit BRASPETRO shall, within three (3) months
after the end of each Financial Year, furmish EGPC with de-
tailed statements in respect of the ﬂm incurred by BRAS_
PETRO during each such year, the revenue realized from its
operations under the terms of this Agreement and the Govern-
ment’s share in the net profit. Supporting documents shall
be available for inspection by EGPC at all working hours.
Within six (6) months from the date of receiving such state-
ments, EGPC as representative of the Government in determi-
ning the overnment’s share in the net profit as a whole, shall
notify BRASPETRO in writing with its comments as it deems
appropnate. However, it is understood and agreed upon that,
i EGPC and BRASPETRO have reached a setilement in respect
of any amount to be excluded from the t:xplarati;m -expémditum
under Section (9.6) and/or any amount not charged 1o the jo'mt
operations as EGPC and BRASPETRO may agree, such asettle.
ment shall alse apply to the Government’s share in the net pro-
fit. For the purposes of determination such excluded amounts
shall m computing the taxable profits, be excluded from the

respective costs of EGPC or BRASPETRO, as the cass may be,

A list of deductible costs to be taken as purely indicative and
not as exhaustive is given below together with the rates for cal.

culating depreciation and amortization of capital investments.

l. Operating costs

Including but not limited to such costy as :

1.1 Lifting including costs incurred in connection wnth -

1.1.1 Subsurfﬂ:e dﬂiuily z

- (Clean out,

— Well ropaim.
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— Workovers {deepening, plug back, cementing, shoo- | Georh ) AR (5200 LS
ting ete.) when pot leading to an increase of the { bl e bW Olazs o Sl sl
developed xeserves. ! LG ( R *CH ._,:if..J’i . ;___,_,,__.Slh

O3l plted Gosbs N a5 Y

| + il Ko g

¢ A IWST e bt Sldes

—— Stimulation operativns (post completion), q
— Corrosion inhibition, I
1.1.2 Surface activity : Ddeake Ol v\
— Well checking, « UV jam
— Testing and gauging, ' q"::’”-! S
—~ Power for antificial lifting, ¢ Flaall @08 gl

— Maintenance and repairs of well and leass equip. | +4.2 43‘*.&_}9' ol s C.ﬁ"-“l-’ Gleo

ment.

o G pll G AL BN Sl i

—- Operatian of sccondary recovery installationa.

— Field supervisions and camp expenses. l ‘JC_..U_, Jandl Ulca_ilj;\ff ] LY Ry
! Treating including casts incwrred in oporating such faci | Sldeadb Wkl Mol GG Josi — Wl v oy

Ht‘&! a9 < . . L_:;;}'
) B L. -} _

— Heating. , U}.":"-J
. \ ' .

— Dehydration, a\_.:l Joao
. 1 . l| y y j 'lﬂl“ : —

-— Degasolineation and g3 proocssing. Wb e a5kl Yoae
- ‘ . —

— Desulphurization, o SN fad
. Cm Jead

— Desalting,
» anL.U #l‘_-_-u L; "JJ“‘:“ -

:‘_,.ils‘;!.la_,hi_,c:.qdl_l.,lu;:_;t;i.ﬁ ¢ —
SVl Slally I alt gl Jot

— Salt water dnpou]

Trunkdine end Pipeline Qperations :
Including power, maintenance mnd repairs.

Storage, Loading and Transportaiion to the Shipping Ter.

dny remaining book value of scrapped or dastroyed physi- | 4\ .1_,_,,'&___,*11\:‘_}__,{_5“ :.r*;é-ﬂ'-«i..::!"i;‘g_f‘;’_.l"
ol avoes, B | <N Py
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1.6 General Production Overheads,

. Depreciation and Amortizetion of Copital Investments -

Under this heading the following items aﬁ: considered :
{(a} Physical assets.

(6) Producing (and injection) well investment,

I(ﬂ) Mupmt Dry-haoles.

(d) Worl:uw;m

(e) Exploratory Expenditures,

Administrative and General Expenses related 1o txplur:tiun
activities. shall be capitalized aﬁd apportioned 10 the various
nvestment items and such expenses as relate to development
and production activities shall be deducted from cusrent income.
When aperations involve s:multmeousl’y exploration, develop-
ment and/or production activities, ldininiatraliva aud Geveral
Expenses shall be apportioned among the said activities as pro-
vded in Annex “D” and the portion sllocated 1o development
and production activities shall be deducted from current income
as general production overbead, while the remainder ghall be
tppropriately capitalized a3 an exploration cost and amounts

0 aliocated shall be called “Allocated Costa™

The value of all capital 1vestment items shall consjst of
he sgevegate of their appropriate ““Tangible” ‘‘Intangible” and
‘Allocated Costa™,

“Tangible Costs” means the costs of all physical items such
5 pipelines, buildings, ctc.

nee, etc., related to items which themselvey dg vot have g

Dl S L N My A )y

PNl g Ul s A5 5 Ob giadl Laa ooms

o oBIHLTy Sl UYL bt LW (L)

=y g —

v 50 5, DY (>)

L5 aogb gl 4ty G ,Y Sl
sl ALY ool e e 550 Ju 5 S
Slag A Syl bl i S e Lds
eesoladl Bl c.ﬁ'jEt'.in_; ol bl 4o b
LU 4oyl by o3y eas Olleadl Sl 1531
Db 3 nadlOB Lgte 5151 ZBW uidly 2atly s
oo A £ 55 4 paall Ty ally 4 1Y
30y o LD Gy e, Sl BLedl asyl oo L IS
L Bl 4oyl yoie g esalia g o p Gl O
Dby e sliel Jo g ladl Joadl e cads AW,
s Ll ey Jo e UL LT AL 2l
ot o 1 Vi S5l ALY iy oy UG
o @2 iy

v 95T Yleol 1 LY 500 a4
{L_,Jlijui}m*cfbdf;f%l‘ﬁj-“f“
'SP P [ I TSI LD PR WP || -3
1o sl J et GG Lk U G g i
o el3 3Ly ULy CoBRA B gLs
SALN BE g Aan € Coalll 2 I,

SNV bty LW e Sllee (3 oo
s iy Cobt Ly L slaily SV 5 S

l—-..-‘..

~



Vavr G ady v (0 ) Y A i Es

salrage value, as {or example, labour for preparing the drill site
or the pipeline bed, labour in drilling wells, the amonnts paid
to drilling and other contraciors, supervision, material and cquip-
ment lest, shootirig and fermation testing, cementing :l'.:‘ld log-
ging, transport and depreciition of the equipment utilized in
these operations when the use of such equipment jis entirely

devoted 10 an Iavestment item

2.1 Physical Assets :

Group depreciation shall be calculated using the Straighiline
methed, disregarding salvage, according to the constant yemdy

depreciation rates listed in the attached Sclx.edu]e; L, “Preperty,

Plant and Equipment Production Function™.

2.2 Praducmg (and injection) well investmen

(Inc]udmg assets hstEd at page 1 of the auuhed Sclmdulu 1,
“Property, Plant and Equipment Production Function™) shall
be depreciated using the unit of production method, applying

the following formula :

Pf:-} X R (n--1) plos 1[1:}

Q =
™ TR P
' R plus u)
Where :
Qm = [lepreciation quota for the Tax Year.
P = Production of the Tax Year.
R 1.1y = Net Book Value of investments ai the begin. .
ning of the Tax Year.

Lim) = Capital investinent during the Tax Year.
R
Ry = Remaining recoverable reserves as estimated at

tlie end of the Tax Year.

28 Development Dry Holes

Amortization shall be calculated as respects each development
dry hole at a rats which the respective party may seleet from

i
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year (o year but which may not be in excess of twenty {(20)

percent or less than five (5) percent in any ohe taX Year.

24 Workover Operations

(When intervention leads to an increase in developed reser-

ves), Depreciation shall be calculated using the same method

and furm]ula as 1n 2.2.

2.5 Exploratory Expenditures

Petroleum  exploration expenditures, incloding geological,
g:cuphysical ‘and exploratory dry holes ag well as aaxhinistralive
end General Expenses allocated to exploration shall be amaorti-
zed, commencing with the year to be selected by EGPC and
BHASPETHD respectively but not later than the third complete
taxable yvear following Commercidl Discovery, ai a rate which
the respective party may select from year to yﬁnr but which
may not be in excess of twenty (20) percent, or Jess thun five (5)
percent in any one tax year. For purposes of this Asreement
and thic Annex “E” all costs' and expenditures incurred by
BRASPETRO against its obligation as provided in Secrion (6.1)
and (ﬁ.;), shall specifically be considercd as uplnnlit;n expen-

ditures and chall be amortized on the basis herein provided.

3. Royalties, Rentals and Rents

& Customs Duties which have not been capitalized

5. Any other Tax, or duty levied by the Government an EGPC
or BRASPETRO, as the case may be, income, imporis,
exports, operations and/or production (excluding the surtax

as defined in paragraph (2) of Section (16.3}.

| —~
B G oyt e Jad am sy OF e Y oS0
st (fe) L s o Ju ol (/X))

_)liw '..5_.“':'(” CJL-)LJ‘}“ * 1

G asb; JVbode Sl Jpa D1 550 Lae )
g8 Jlan b ARG oy (L L
Y — Y aadl d@l dslally 43 LI

ey

L el Jlsl e

S U5 3 W a2l e St Dliai el -
UL LT SlEd s 48 78 ply 4 5!
| PPRTSTL Lty B Y Sby Ll 1385 Glat
IV e el Gt et Jaee Sadl JU
o Ji Vs VLM G e or 2y VS o

o T g ety Lo AT J VLS s
IL’I:._,_;:...I_){JL__.jll PN [ RO | P |
rC) B IO VAP TV PRI i N RV

P T IS SN IS | R WS- R AU
56 ¢ &y el liay GlaW o gV EY aled
G 97y s (oLl LI e
| cpadh 3 oyls pa LLIED (43N0 e Ll L 12
Tl CER EI ALY

ol L ot LU e STy

{ » J;bﬁ}’b .:,.l_,lr\" -

s g AN S s S

|t o gl o s g REPFAR TR A

PPRTPF AR ] Sbet ol o aalt o Oty o A

1’.")'2'” "L::-——“"C‘ ) rijEs] J'Jc | PO i _,E L—-—}I
() g (1) 350 G T




v T Uy YA d (0Sa) Yo 2

Ry PR

VoY

(N Yoo ) = V = Joa> (B) Ml

CATR PR TS 2P L

_ - ! . | —
| d’{a“ S B 5 Y Jee Sl 42
' BN N, ¥ J; AN i.:.ll—“__}*-% J
. AT | -N13 Lol Lyl
XL EL'-"Y‘ o) hallt B oW jdall LT 0 sy ) 1Y CL’?\ - ol 1
8 | BNCE [ JPY S VO TOVS S PP A .| RPN POy
v U Lolall S sy 4 Mty Ul o ][
St dlly W e Ngas A L) Slas 2 Jas Vs Sull b

o Lol 3Aasy 43 gl
WU R U REWRPRUPES ¥/ W UL N
e Sbaldl LT, 5l o r
ool BT e AS 1 Al :‘J.._:i"hl;;
el Basly ol ga praad his Sl UG ': JTs
) chl oSy o g G Sl

v il LT ALl Sl 1 Jets Yy A gy

N VS
A3 g e
v Si e, dpe e Fogdl g JeSs e ) Sl .
S AT 6Dt Sk gy b O Yl 2 Ja Yy | s SR
o S G s
- A &M&Jlﬁuﬂla&&ll:&j\b Ll g
.J::]ILI.iJujl;llCiJaIm:J._*;'Y, ,_-_,,_‘-,uéﬁ,_fv,.‘_pb_,
- . _51;."1}@-\}
'C:'*jl%u";'-‘“(f'-’u’ 1_
ol Wma I 1o
foF KV RPN L) Jaxih ._ic:.::.ji R | P r Jatiy \ -

150 et Sl JH ity 15 r.u,:uit 5 ol

o Lo J1 230 g sles 1 e Y

sl Sl ey
o i)

l_::ll.._.“ ;_‘_'_,LL__-H —
' < 8

Y -

o s d
,x.ﬂ ety
L



W o \\WL*:}_,:_T&J(J,C)T* Shall e J1 50 ol

ANNEX “E” SCHEDULE 1 (Page 1)

PROFPERTY, PLANT AND EQUIPMENT - PRODUCTION FUNCTION

Asset Classes

Icpreciation Rate
%

Sub Classificatons
of Asset (lasses

Remarks

1. Producible \Yells

2. Well Head Equip-
ment

3. Sub surface Lifting
Equipment

4. Surface Lifting Equip-
‘ment

5. Flowlnes

6. Flowlnes-Submarines

7. Gatherirg
Statione

8 Oil and Gas Lines

Unit of Prodne-

tiom

it of Produc-
tion

- Unit of Produe- |

tiun

- 10

10

15

10

10

0il Wells

Gas Wella

" Tubing

Sucker Rods
Bottom hole pumps

- Panmping Unjts

Other facilities
aronnd the weall

i Pumping Powers

Central Gaslift
facilities

| Gathering Lines
Delivery Lines

i

Includes ; injection wells for pressurc
mam terance or Secondary recovery,
casing and casinghead (1.e. boitom
companion, spoel & top-flanges).

Exclndes : Well head " equipment,
tubing subsurface pumps & socker
rods.

Includes : Materials cost only, Xmas
trees for flowing, gas lift & pum-
ping wells.

Fxcludes : Equipment on injection
wells.

Includes : Materials cost only of all
tubing, sucker rods, and pumpa
issued for service whether installed
or not,

Fxcludes : Equipmerit on injection
wells.

Includes : All items swaed for service
whether installed or not.

Exciudes : Transformers & Trana-
mission hines to we]l ajte,

Excludes : Pumping jacks

Excludes : Gaslif Equipment at
wellhead.

From Wellhead to block Statjon.

From Wellhead to block Statiom.

Includes: All gethering Stalions with-
in” a field, a relatively amall urit
serving an individual well to large
block stations or intermediate
Storage tankfarms.

Excludes : Main Storage tank-farms.

Excludes : Flowlines, Flexible Hoses.

From block Stafion to Mam Storage.

From Main Storage to Delivery Point
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PROPERTY, PLANT AND EQUIPMENT - PRODUCTION FUNCTION (CONT’D)

ANREX “E" SCHEDULE 1 (Page 2)

e —— L

Asset Clusses

<

LI )

O1ard Gas Lines
iyt e

T Maln Storage and

Pamyirg Stat.uns

- Diljetiies ar.d Avcho-

ragek

¥ Treatiig Plart and

1t

- |

Eqmpmax &

Sscondary Recevary

Svstemy

: (Gas Ph.nh

. Sream Sorvics

27 Electricity Service

Domestic ard Oiher
Warer Scrvice

plelp——

Depreciation Date

ET— —

134

10

10

19

18
10

10

10

%

Sub Classifications
of Asset Clagses

l— —

Remsrks

Gatherirg Lines
Delivery Lunes

Wharves & jettes

Anchorages
Dehydration Plants

| Desalting Plants

Water disposs] -
plant -

Water Flooding
Gas Injection
Steam Injection

| In Situ Combustion

Each Plant

DOr.its -

‘ Steam Rasing

Disiribution
Systems

Yower Plarts

Transformer
Statyons

Distribution
Systems -~

Water Production
Facilities

Treating Plante

Distribution
Systems

Exciudes : Flowhines, Flexible Hoses.
From block Station to Mam Storage.

From Main Storage to Delivery Pomd,

. p— L e

Exciudes : Mamm truck line Stations
attributed to the pipeline function.

Includes : THose handling equp-
ment dolphun, |

Exciudes : Materials, Jethies, Pipe-
lines, Flexible Hoses.

Inciudes : Anchores and Chaine.

Exclades : Dehydratjon Chemjcals
dosing, Kq’t forming Part of Prod.
gathering, storage ard pumping
facilities. |

Includes : Disposal wells and pipe-
hnea thereto,

Excludes : Injection wells water
diaposal wells.

Hxcludes : Boilers E:clnsiﬂly serving
8 parficular unjt or plant,

Includes : Insalation and ];upa sup-
ports, pipe trenches attributed to
eteam-lines, N

| Includes : Street lighting fixtures
when these are an integral part of

the dislribution systems, -

Excludes: Treating FPlant exclusively
ssrving & particular unit or plant

Includes : Tanks snd acceesories.
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ANNEX “E” SCHEDULE 1 (Page 3
PROPERTY, PLANT AND EQUIPMENT - PRODUCTION FONCTIIO (CONT'D)
iath Sub Classibicati
Asset Classes Dwrm%t-ul Rate or Axset nm‘: | Renaarks

} Mud Planta Excludes : Mad Plants Exclusively

18. Mud Service 10 u e ecticaler well
Distribution
Systems

19. FPreehold Land | Tocludes : Majer-reclamation, major

20. Leasebolds

9]1. Personnel Facilities

99. Other Buildmge

Ofer the period | FEach lease

the lease

20

10

20

10

Wooden Construc-
tionsor Structures
covered with Stesl
or Aabestos Sheeta

| Constructiona with

jyon. akeletons co-

- ;‘Fﬂ'eﬂ mth Stﬁﬂlur :

" Asbestos Sheets

,Stono or Conerete
Buildmgs, Stone
Puldings covered

with Steal Sheets,

Employes Dwellings

Dwellings - Service
Facthities

Hoteland Canteens
Commyssarjate
Hospytaland Clinics
Behools/ Warship
places, Traming

“Centres. Cluba and
Recrextyon
Facilities

Othear

" Wooden (onstruc-

- tiom s or Structures
covered with Steel
or asbestos sheets

Constructions with
iron skelebon c¢o-
vered with stosl or
azbesios sheola

rIm:lud&ﬂ :

lovelling costs and rlghts of way.

Includes : Major reclamation, major
levelling costy and rights of way.

Includes : Physecal additions,
tenmons to leased buildings.

exX-

Exclodes : Co.’s plant or buldings
erected on Jeased land.

Fixtorea and FHittings,
Ingtruments, equipmenrt, attribubed
to a particular facility.

Fxcludes : Office furpiture and equip-
ment, Household furnjtore. Furm-
ture. attributed to Welfare facilities.

Tncludes : Servant Quarter and
Garages, Gardens and injtial land-
scaping for a particular or a certain
group of dwellngs.

Includes : Distribution System te
groups of dwellngs from connec
tions with main systems,

Inclndes : Instrumants and equp-
ment, paved areas, car parks and
fences attributed to a particul&r
bwldirg. ~

Exclodes: Office firniture and eqwup-
ment.
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ANNEX “E” SCHEDULE 1 (Page 4)

PROPERTY, PLANT AND EQUIPMENT - PRODUCTION FUNCTION (CONT'D)

— i - *
Depreciation Rale

Sub Classifications Remarks

Asset (losscs o of Asset Classes
b Store or concrete
buildirgs, Stne
bwldi g8 covered
with stec] sheets |
Ofhices e
Laboratories Trcludes :  Airport buwldings and
Trarnsportation yards
‘Warehouses \ Excludes : Repair and service
Other facilities. |
b Heaad Office .
23, (loromaurication acd 15 Telephone System | Includes : Buwidings exclusively
Fire Service serving particular excharge.
Inclndes : Telephones installed in
Plants buildings, . offices and tele-
prin.ters.
Radio System Excludes : Portable transmitters and
rece;Vers.
Fire Service Excludes; Portable fire extinguishers.
Sprirkler systems attributed to
gtorage tapks. Pumps and fire
| | extinguishers mourted on traters.
24. Repair shopa 16 Kach Type of shop | Ircludes : Buildings, fixtures and
~ fitkings.
Machinery and equipmmt attributed
to a particular repair shop.
95. Roada, B:idgens ard 3 | These assetsto beclassified separately
Dinixs B only whon rot attributable @0
~a apecific asset.
Sito Claring Roads, | Inclades : Strect Lighting fixtures
Walks, B.idges acd when rot furmir.g an integral part
Fences of the sloctricity dist. system.
Railway Tracks Inciades : Ramps, Platforms and
Weight bridges.
Sewers & Drains Includes = incinerators and Sewage
- dispossl plarts. -
Awsinips | Includes : Feacons,
Excludes : Hangers and  Ajrport
Buildicgs.
26. Hawbows, Wharves ('t Includes : Iritial dredging, sheds,
ard Jettics crares snd Railway tracks.
Excludes : Crude 0il recejving /
delivery jettics.
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PROPERTY, PLANT AND EQUIPMENT - PRODUCTION (CONTD)

ANNEX ¢E’ SCHEDULE I (Page 5)

— e PR SRR R T T e T

Anget Clagares

Depreciation Rale

Sub Classifications
of Assct Clarses

—

Romarks

%
"27. Factonas 15
28. Dnilling Tools- 20
Subgarface I
29. Drilling Tools Surface | 20
30. Drilling Barges | 10
Flatforma
31. Production Tools 20
39. Geological, Geophysical] 25
and Laboratory
Equipment
33. Tloating Craft 10
34. Automotive 25
Equipment 20
35. Rajlway Equipment 16
36. Alreraft 25
37. Comsiruction 25
Equipment
38. Fumiture and Office -
Equipment
Electronic Ingt. and a | 20
Machinery
10
39. Miscellancous 16

Equipment

e ———

Each type of factory

Each type of eraft
Passenger’s vehicles

Heavy Dutyvebicles |

Office Equipment

Office f uj!_nit-ura

Household furmiturs

Includes : Buildings, Machinery,
squipment. and other facilities be-
longing to a particular factory.

Excludes : Drilling bits— . —.-

Includes : Kelly

{ Excluds : Drilling tools surface™ and

sub-suxfuce.

Includes : Vehicles upon  which
equipment is mounted.

Includes : Spare Engines Fropellars.

| Includes : Masts, winches, mobil

cranes, crawler, dredgers, concrete
mixer ajr compressors and welding
ma.nhinnuzl

Includes : Furnjture and Equipment
attributed to welfare facihities.

Excludes : Floor coverings curtains,
pictures, etc,

Includes :ﬂ Window type awr con-
ditioning  wmits.  Relfrigerators,
Cooking Stoves and Ranges.

Excludes : Soft furnishings and
linen. kitchen utensils, crockery,
cutlery and glassware.

Inclades : Fire-extinguishers and
pumps mounted on trailers, stand-
by equipment wheu not belonging

to another snset claas.
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ANNEX “F>

CHARTER OF THE OPZERATING COMPANY
ARTICLE 1

A joint steck company having the nationality of the A R.E.
is hereby formed with the anthorization of the Government and
in conformity with the provisions of this Charter and the Agree-

ment referred to below.

The Company shall be subject to all laws and regulations
in force in the AR.E. to the extent that such Jaws and regula-
tions are not inconsistent with the provisions of this Charter

and the Agreement referred to below.

ARTICLE II

The name of the Company is BRASPETRO EGYPT ihhrcvil-
ted ax EGYPETRO.

ARTICLE 1IN

The Head Office of the Company rhall be in the ARE.

ARTICLE 1V

i

The ubject of the Company is to carry out and conduct on
behall of and for the account of EGPC and BRASPETRO the

Operations required under i1he Agreement signed on

= erinee—" w—h——

bv and between tite Government of die ARE._ the

Egvptian Ctnf:ra] Petralvam Cnrpnrati_;:m and PETROBRAS
INTERNACIONAL S.A. BRASPETRO |

operations in the Nile Valley, Eastern and western Desert and

authorized by law No. .

cuw:ring' petroieum

The Company :hall not engage in any business or undertake

any activity bevond the performance of said operations.

ARTICLE V

- The authorized capital of the Company is TWENTY THOU-
SAND (20,000) EGPTIAN POUNDS divided into five thousand

{5000) sharee of common stock, having equal voting rights,
fully paid and non.assessable.

}

) e A

« 3 0 =l
Apally AN & N | enls ke

{ JaN oold))

"4-_,_,__.5.1_.::- lJ Cnl 3_,: ‘.",a..lU I.L-G.a:i., -

%leélﬂljélﬁlwﬁﬁﬁfﬂlgﬁ

s 53 SUIICRS APl IPT ST | [ [ WP | PPN e

Wl Ll G alal 51 it L (Ui =1,
-t.ﬂ.}i'

( AU 5ol i)

laid e oaly @ e 9,2l 8 20 S ada o
| s G el 4G

( 42U soldl)
A Al e e 3 S A (oS T 5,5
T dash 3 alY )
27 ps S e AL L a S e e o
3 L_d e sda gt o ClbuIb ¢ Lplads
'h_,-:l| 4._..-_,11_, ¢ ujJ'l s -t:_,_’.',._s.t._,ﬁ-.. u“ 1\-“*{.-
. 1,_.__J,.dtL,,1,._.'j_,J_,J_uuL_.-!1
ujn“.,u}...“ :I‘r'lhajll_’ J.." L;JI_,Q«.J_,_,_JI._,LL.-H J--h

— T

oL 5als LU (sh (-_,:s: ol Joe sl ol SL 20 )
» WT3, 50l oLl el

( LAl 5oL 01)

(_ﬁ(ti'iﬁ)hjiéjf:"."*fuﬁu}ixfﬂl Jlﬁ L}"TJ‘
3 vihse ook o (n'.n)ui'ﬂj Lé.ullc__i'.‘gfv

|3 roalodl ithee 5 ¥y oL By oyt i

Ty

e JL_1 leJ



\

Wt L g v d (05 ) Fe Al J1 G

Y1 ¢

il —

ECPC and BRASPETRO cach shall pay {or, hold and own,

throughout the life of ﬂ‘ll:‘ﬁgrﬂmml referredl ta above, one |

half (*/;) of the capital stock of ke Comauy, provided that,
only in thre evomt that EGPC or BRASPETRO shuld transfer
or assign all itz rights, title or interest undes vr o smaller per-

centage of ownership interest in the entirety of that Azreement,

may such transferring or asviging party tran:(er or astign any

of the eapital stock of the Company and. in that event, such

transferring or assigning party {and ity successorns and assigur),

must iransfer and assign a stock interest in the Company equal
to the wansferredd or assigned percentage of ownership interest

mnder the evtirmty of the Agrcement referred to,

- ARTICLE VI

The Company shall not own any riglt. tile. mlerest or estate

in or oundder the Agreementy referretf 1o above or in any develop-

. ment lease created thereunder or in auy of the pct_ﬁlcm:_n produ-

ced from anv exploration Llock or development lease area there-

under or in any of the asecte, cquipment or other property

obinined or used in connection therewith and ¢hall not be obli-

gated as a principle for the Minamcing or perl'nm:m of any

of the duties oc obligations of either EGPC or BRASPETRO
ander eaid Agreement. -

ARTICLE VI

The Comjpany ehall receive and disburse anly thia monies

contributed or advanced to it, including paymenitz for its capital

stock by EGPC and BRASPETRO, for aud in counection with |

operstions under the Agreement referred to abowe. It shall
rective: no income nor make any eztpmiht:m: except om behal
of EGPC or BRASPETRO.

Tlu-: Company shall not make any profia l'rﬁm any source
whatsoever. .

ARTICLE VITT

The Company shall have a Board of Direclors consisting of
8ix {6} members, three of whom shall he designated by BRAS.
PETRO and the ather three by EGPC, The Chairman, who
shall also he a2 Managing Directur, Juall be Jesignated by
EGPC. The CGeneral Mabager, who dhall alse he 2 Managing

Directar and the chief t:rmtm: of the Company, shall be desig.
mated hy BRASPETRO,

ARTICLE IX

Meetings of the Doard of Directors shall be valid if a majority

of the Iirectors aype present and any decision sken at such
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meetings must have the affirmative vote of four (4) or more
of the Dircctors, provided, however, that any Dircclor may be

xepresented and vote by proxy held by anotiier Director.

| ARTICLE X
General seetings of the shareholders shall be valid if a

majority of the capital stock of the Company is represented
thereat. Decisigns taken at such meetings must be appraved
by the affirmative vote of shareholders owning or representing

 a majority of the shares of the Company.

ARTICLE XI

The Board of Dircetors of the Company shall draw up and

approve the regulations. covering the terms and conditions of

employment of the pcr-ouncl of the Cumpany
The Board shall, in due course, draw up the B:;"ans of
the Company and such By-hws shal} he cflective mpon being
approved by a General Meelmt.;: of the shareholders, in accord-

ance with the p.‘l'ﬂ‘ﬂﬁlﬂﬂ.ﬁ of Article X hereof.

ARTICLE XII

The duration of the Company shall be thirty (30) vears com-
mencing on the date of the Law nuthnrizing the sizgnature of
this Agreement referred 1o ahd‘ve | | o

The duration shall be extended for a further pﬂrmd or periods
oqual to any extension of the terms of the Agreement referred

0 above.

The Cumpam shall be wound up and liquidated if the Agree-
ment referred to nbnve is terminated for any reason as provided
therein.

ECYPTIAN GENERAL PETROLEUM CORPORATION

PETRORBRAS INTERNACIONAL S.A. BRASPETRO
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