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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND PRODUCTION

Beiwesn

THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT

and
THE EGYPTIAN GENERAL PETROLEUM CORPORATION

ESSD EGYPT INC.

Ths Agrcement, juade and entered into on this
— day of + by and between the GOVERNMENT
OF THE ARAB REPUBLIC OF EGYPT (hereinafter referred to

us the "Governnemt™), THE EGYPTIAN GENERAL PETRO- {

LEUM CORPORATION, a legal entity created by Law No. 167
of 1935 ax amended (hereinalter referred w as “EGPC”) and
ESS0O EGYPT INC., a company organized and existing under
the laws of the State of Delaware, United States of Americs
(hereinalicr reflerred te as “ESSO7) . .

WITNESSETH

WHEREAS, all raw materials, including petroleum exiating
in mines and quacries in the Arab Republic of Egypt, inclading
the territorial wuters, and in the subses floor subject to

its jansdiction and extending beyond the territorial sea, are
the property of the State ; and

WHERFEAS, EGPC has appli=d for an exclusive concession
for the explorution, development and production of petrolenm
in and thronghout the offshore area of approximuately 15,000
square kilometers, subject of Article II, described in Annex A,
and ehown approximately in Annex B, which are attached hereto
and matle a part hereof (hereinalier referred to ae the “ ”);
and

WHEREAS, ESSO ugrees to undertaks its obligations provid.
ed hereinafter as a Contractor; and

WHEREAS, the Govermment desires hereby 1o grant such

consession: aml !

WHEREAS, The

Weaith, pursuant 1o the provisions of Law No. 86 of 1956, may
enter into a coucession agreement with EGPC and ESSO as

Contractor for the petroleum operatiom in the Ares hereitafter
referved to.

Minister of Petroleumn and Mineral |
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Now, THEREFORE, 1he partivs hercto agree as follows 2ol yala Je i P LIPS VR )L‘ aah a2l ‘_}- R
ARTICLE I (dr¥halih)
DEFINITIONS | I R

‘o - y LT 1 ’
(@) *Exploration™ shall include such geological, geophysical, Aﬁ_;:l__,_._:l:ﬁ -l.:::-_,J_,:J-_\ i, L\ SLF J‘“’"i sl (()
aerial and other surveys, studies or analyees as may be cooded! ; Sl it 1:,_[_‘_1\‘3\;-?10, IR Y 'J:)J..l}
appropriate, and the drillivg of such slioe holes, core holes, g -;u:-t.i.l]\ , .-} 'Ji-:.i“ iy ¢ Lot LK

WSladel SULW AL, shadl sy Ol
petroleum and ather loles and wells, und the purchase or ) R *ll iy i), L
acquisition of such supplies, materials and equipment there-- J-’-"?" =] ‘-"*_ ot ""U'LJ A7 L A e
for, ull as the Operator may deesn to he nccessary and dj‘ﬂ"‘l JT ‘\;-:J‘Ji'.m_? '-—-')iﬂlu‘ "ﬂ}-"‘{"‘.! oAzl Al JI
proper and in accordunce with the work program and Silaall r!liﬂ s JI Slaakly claghl, syl Je
budget. The viwl *explore™ mecans the act of conducting J-"J] 3-1-:"‘.}_\“ y ‘}“j] él; _,JLLL y ML_,L y ;:J y J""li“
exploration. ' \L.u.ﬂ ._;.;'l:._lm fL""“ ” 0« s 2

sratigrupliic tests, holes {or the discovery or production of

(b) “Develapment’ shall include the drilling, deepening, plugg- Sl o lf_‘il’ Ay l“‘i:"":} Jl!-?‘f" (.}"‘:’; “ 1:""'*:" 7 (*-—-')
g back, cumplulﬂ:g and equipping of such wells, the JE 5 )LJ-l ey Sl J s JL‘JM‘LJLI:&J L
insta'lation of such equipment, lines and systems and the WI -Lr-l_,.dl & &4:: Fl Lo 6‘ Jal o2y .__'_;K..'.‘Jl
conductivg of such other activities, as may be necessary, T Ay Js .;JJ J i 3 e o Lall bl ,a.:.i‘.\'\_,

e by

consistent with sound oil ficld and gond economic praciices.

t¢) “Producing™ shall include sueh  activities in  the Arab pry T‘-:J_ji-‘“d Jﬂ'}:‘ L;jl _LL';J] 4_'_}{ J"":i &« GU?I 23 (C)
Republic of Egvpt and areas subject to its jurisdiction, 1_,.51 ._{ﬂ:}d L: lé_'ﬂ_, el J -1 J]ptu_, '.i,_:.J.JI
meluding the consiruction and wse of plants and (acili- {_&_ -.._‘..-...:-%_J-!f"" K lE L;i\_,l'l', ALY L]Ln;..--l)

. *. bbb jae LY B DU S
wells drilled by the Operator i the Area anid for taking, _ - i - :
Vi, treating, handling, SIOFNG. Tepressuring, receyeling A5 Ali:lu_, 4 .LLLE-Y'I_, J} -r"‘." C‘_,?:T-r\.{, azleld J
and ather secondary resovery projects. flaringe. tratisportling, '-:-‘1"'-!.}‘:"'-" "-"JJ" ;Jl"‘:‘h.ﬂ LT ;314 3 "‘;l:;;“.ﬁ '-’i"‘"l 3

tiex. as may be necessary fur producing and apernting the

delivering aml exporting  petroleun. **—_1—-5_1 JyAdl J4 3 f"’u‘ Al '-‘J'::)“ "".'.'.-?'H’ :t}“
- #_{-L-dj'}

() “Petroleum™

means liguid crude oil of varioys densities, JUlﬁl‘l’fdﬁ*‘J‘ F - ( ‘u'-l“':"_‘_.'!“ .‘._;""- “ JJ-;-:“ 7 (J)
gus, casinghead gus and all other hydracarhon subitances 1:;_’..5‘}_,.1:“ J‘_,u G"“ E __'_,'G_,.....:.i:l o Gl .ih‘“}
that may be (ound in, and produced, or otherwise obtained, ‘5’{! \':L‘ J‘_“_ As L;'" 37T J-;,;_j ,lf:l; _;.,_ A ‘_;_ll £ J,..‘}'l

aud saved froan, the Avea under this Agreement. and a°l

smalistances thal may he extracted therefrom. 1’:“""-:'“""*. 1_4'":';"_ 3 WUU&_ {J‘fi R‘E; J_‘p:hii__.]v
53l bl 6 AN o

(¢) “Liquid crude oil” or “erude oil” meany

."}r h}-,]rncar-}m" L.!.f- ﬁ_"‘:’ (.‘.Ft L:;-: “ru“\ L:l:‘}“” ,‘ “‘Fl-n}lru—.ll.:ﬂ)s” ( l"
:::{l“l'ﬂl'l {rom the Area which is in a hquid state at the well- L ,I_;J! u"‘_; s ’Id_,:_...Jl b 3 ;}J';«__ Likel] o c:-‘
d I Tich is e : -
n.l;' ease naunnjlﬂr or which is extracted from the gas A| .]UL-J] 0‘-’1 _}ulu‘ Ucl‘..:...l L;.]“ J‘JUU"“’ ;J.‘.-t
or castinghead gas in a plant. Such term includes distil- L 5 Jodd ol | . y <Ll ‘
late and cendensate, A 'J'.'..J' s J--n-' JTG - i
l . L_J:.ﬁl_’
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{f) “Gus”
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(1)

(i)

()

“Cumiaervid Dseovery’

\ﬂwtﬂ_ﬂfﬂid(l)c_t it - 1:.......;1! R L

Fs

gaseous hydrocarhons

1s natural gas and  other

produced [ront any well in the Area and all nouhydroecar-

honous substanees therein.

gas retnaiting after the extraction of lisguid hydrocarben

rom such gus.

A “harcel” shall constat iof forty-two (42) United States gal-

lons, liquid measure, corrected to a temperature of aixty

degrees (60°) Fahrenheit,

" means & producing geologioal stru-
clure or any other geulogical trap (a Mield) on which aoe
or more wells have been drilled, which in the judgment of
Operator bused on o consideration of all relevant fuctors
suely as die average production, deptl of water, depth of
production, distance from shore, and other techpical and
ceonomic faclors, can be developed under economic condi-
tions according ta the norimal practice of the industry ani
which is deelared by ESSO in wnting to the Minisiry of
Petraleum aud Mineral Wealth to be a Commercial Dis
covery. The vecurrence of Commercial Discovery shall not
e publicly disclosed by ESSQO until and after it has heen
publicly announced hy the Minisiry of Petrolenm and Min-
eral Wealth.

"ARE.” means Arals pruhlic of Egvpt.

“Effective Date” micans the date an which this Agreement,
siﬁrlﬁd by BGPC, ESSO and the Government. is publizhed in
the A_RE. Official Jourmal,

(k) “Year” means a period of twelve (12} months according

() -

to the Gregorian Calendar.

Calendar Year"” means the period from Jan, 1 to December

31, both inclusive, according to the Gregorian Calendar.

“Finpocial Year™ means the Govermment’s financial vear
starting on January 1 and ending on December 31 both

dates being inclusive,

(m)}) “Tax Year"” means the period of twelve (12) manths ac.

cording to the Gregorian Calendar [or whiclh any income,

profits or uther tax of the Government is assessable or pur- j

il

able according to any applicable law, or regulation of the

Governmant

Said term shall inelude restdue .
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(nF “Operator’’ means FESSO frumm the Effeetive Date of this
Agrcu‘mﬂu until the expiration date of this Agreemont or
its renewal. ESSO shall be referred - under this Agresruent

either as “FSS0O” or “Operator™.

{u) An “Affilialed Company™ means o company : '|

i} The shﬁrc capital, conferring 50% or mote of votes at
. stockholders” meetings of such Campanv, of which iy
awned dircetly or indirectly by a party lhiereto ;

#+ Which is the owner direetly or indirectly uf share capital

conferring 50% or more of votes at stockhiolders® wmeet.
ings, of a party hereto ; or r

i) Whose share capital conferring 50% or more of votes at

stockholders” meetings of such company and the share
capital conferving 50% or more of votes at stockholder:"

meetings of a party hereto, are owned directly or indir-

ectly by one aud the same company.

(p) *“Area” menns the area describhed in Annex A and shown
“in Amex B except that for purposes of the relinguislments
or sucgenders of part or all the &rf:n (as provided for in
patagzraph (d) of Article I and patagraph (b) of Arti:zle
IV hereinalter), “Axen' means ruch area oxclusive of that
pact of tlie area covering a field or fields i which a Com.
mercial dizcovery has beea made. EGPC and ESSO shall
mutually determine the probable surface extent of such Feld

R g e, e e e S

or ficlds liased upon all availuble seientific and teclmical

data for the purpose of snel relinquishments and surren-
ders,

b oy - sl g ——

ARTICLE II

ANNEXES TO THE AGREEMENT

The Amuexes “A”, “B”, "D", "E" & "F” to this agreemnt
are hereby made parts hiereof, and they shall be considered as

having cquul foree auid offect with e provisions of thiz Agrec.
ment,

Amtex “A” is o description of tho area corered and pffected

by this Agreament, Lierein relerred to as the Area.

Annex “B” iy a map on the scale one (1) 1o ove million
(1,000,000) indicating the ares covered by this Aprecment and
described in Anmex “A™,

el e ey ———
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Annex “C" ia a et of a letier of -oasaniee sulynitted by

ESSO‘ II“]}' ;‘!:'!]."1'*.1':.::!‘“! :I!'I-! ij‘:‘::-:h:! ] + - :.:E:_":

1 Thands of Fgypl,

Caire, for the sam of cighieen (171 0l Fon (i3, Doblare,
ﬂ’l‘lll'lllh‘t!illg {Ho i"RL-'.'.:l.iul'l I.I'E l.Elf.‘: n:".;ii;.'.a:iuu prioosiEinL. S‘llﬁil

guarantec ehall remsin offceiize for s™0 9) mwoaths after the
end of the fourih {("th) year. 208 Pee T L

vy of Detrolenm and

siyhonatted |

at the time of the #guinre by the L0
Mineral Wealih,

Annes “D? Accannting procedare cottainy implementing
i respect of

LI . .

provisions roluted o Article Voof 00 oorend
cost and expon=re,

Annex “E7 relites to the Jolne Gy o it of Article

VII hercinafter.

Annex CF7 contaize inmplenynzivoc pre s n e vtnte Azticle

YV of ths Ao AE riEpoct of it

ARTICLE 1IN

COANT QF DI07175 0 0 @ T i

The Governmeat hereby grauts T, ol &S50 as Cont-
pxctor, eubject to lhe 1CIIE, €nvelpal’s pool eniTtions sot out |
in this Ascrcemant, which iprofar as iz 1y coniragict any
provisions of Law No. 66 of 1933, as amentodd, shall have the
forco of Law, au exclusive concession in arul to the Arzca, inclnding
the right to carry out the Expleratian 1t o=y and IProd-
ucing uperaliun"s described in s Asveem ot e and  with

respect to such Area

|

(a) The Government shall own and be cutitled us hercinafter
el ¥V, in cash
or in kind of ten (10) percent of the totad quantite ol

pmvided, to a rﬂ}'uh}r as I?‘-"-“'i'fi:'! P 3y Ao

crude oil produced and saved from the avea Auring the Deve-
lopment and Producinz pericd, inelneior rerewal Said
P & P

::\ !':' 1'1_ 'l_;! .:rl !'!‘ !‘f‘rtle ‘Itn"l

royalty, wherber in cesh or
paid bv FGOC T is nnderan! et

able respecting the Area

sa +entals are pay-

An exploration neriod of tizelve (171 years sh+nll start from

(&)

the Effcetive Nate. The Av—eemesp shnll be terminated |

L] L | q
l-""":.'l.- 1

T by the end of

if no Commereinl Discovery iy ee

the twellth (12th} vear of the ex-loration period.

The term of this Agreemeont i "=ty (39Y wears from the

Effective Date. Upon Com=iereial T oenve=y, develonment

operations shall immmediately he #ertedl by the Operator ‘

and a vITOTOUs oyrlpgmemr—y pomcnney bqead upan the clia-

racterictics of ita (B0 gl ~- 00 oil [cld practice will

be pursucid 111 the Geld as 23, developed 1n the extent
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technically and ecunomically feasible. The term of this

Agreement may be renewed on the same terms and pro-

visions for an additionn]l period of ten (10) years at the I

option of ES30, upon a nivety (30) days prior wwitten

to EGPC.
rights above relerred to in this Article [T, incluﬂing the

notice It is understood dhat the concession
rights to carry out exploration, development and prod:
ucing operations, shall continue fully in effect during the
term of this Agreement. (1) Commencing from the date
when any exploratory well in water depth of two hundred
(200) meters or less that gives evidence of the possible

presence of a new productive structure, (trap, field) is

tested and completed by Qperator, Operator shall have

evetl if such dete occurs in the eleventh or twelfth year
{ollowing the Elfective Date, a period of two (2) ycars
for further delincation aud evaluation to determine the
commercial potential of such field end declaze it to be
a Commercial Discovery and & period of four (4) yeam
thereafter 10 establish production of such discovery and
retain the ficld for the rest of the term of this Agreement
provided for under paragraph {e) of this Article LI and
any renewasl thereof, or, failing suclh establishing of pro-

duction, he shall relinquish the area covering such ficld.

Such periods may be extended by EGPC upon request of
ESSQ if approved by EGPC; (2) commencing from such
date as any structure (trap, [lield) in water depth of over
200 metera is declaved by Operator to be a Commercial
Discovery, Operator shall have a period of six (6) vears
thereafter to cstablish production of such discovery and
retaln the ficld for the rest of the term of this Agreement

provided for wnder paragraph (c¢) of this Article I and

any renewal thereof, or, failing such establishing of pro- |

duction, he shall rclinquish the area covering such lield.
Such period may be extended by EGPC upon request of
Operator if approved by EGPC; (3} delay caused by force

majeure; or unforesecn consequences not due to the fault

of ESS0; or the unarvailability te ESSO worldwide, or |

the lailure, of the apecialized offshore equipment required
for the performance of the actions desenbed in sub-para-

graph (1) and (2}  above, shall have the effect provided

for ’n paragraph {a} of Article XX of this Agreement.
Ju the event of relinquishment as provided for in sub-
paragraph (1) and (2) above, such xelinqyjshment shall
be counted in zatisfaction of the relinquishment oblige.
tinns af pavagraph (d) of this Artiele III but the petro.

!
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leunt rights over the arey relinguishied shall pass by reg-

rant lliﬂ'.ttll}' o KGIC by aperation of law if LGPC ;o

destres, ' ]

]
Accordingly, it is wndersiood that the effeet of the fore. |
gomg is that if ESS50 does not establish suel praduc-
tion ax above provided within the tipw periods as spectfied
ahove, the sren covering the field will be relinpuished as
provided hereinabiove, and that e avoul 1his effect for
ES50, EGPC will give sVinpathetic angd

tion Lo e Petjiiusts oof ENSO ax above provided for esten.

:iilli:r‘n' L'ill‘l:"il‘ll'ril-

son of such tise periods,

(ef} By thirty (30) days aidvanes motice given i the Gover
nent, EGPU and ESSO <hull rebingquizh portion: of the

Area as seleeted by ESS0. as follows -

— At the end ol the [ourth I:4tll) yeuar lronn the Fifeetive

Date. tweyv-Fivee (25) prereen! of the Arvea,
— At the end of the eishtl) (Bth) vear fram the Effective
Date, wwenty-five (23} percent of the Area,

— At the end of 1he twelfily (12th} veur fram the Effective |

Date, the holavce of the retajued Area,

- | l .

(e} E3SQ shall earey 1he rivk of
required i carnving . out all
Agreement aud thorelure have an  ceononsic erest  in
the developient of the petroleum deposits in the Arca.

all the costs and expenses
the operations under this

Such costs and expenses shall not clude whuteoever any |

uterest on investment, finuncial feee ar chavges, aud such

casts and
Article V. Thuring the teng of this
renewal the wtal production achieved in e couduct of

snch operations shall be divided hetwess EGPC aud ESSO

expense: shall he recoverable ux provided in

Agreement  ang e |

L L 56y bl o AL

i aceardanice with the provisions of Anricle V. l

(/) The provisions regarding pavment of ESS0 Egvptian

Income Tax shall be applicd as follows

1. ESSO shall he subject to Fgvplian Inemmne Tix Law< |
: . .'
and shall comply with the requirements of the AR f
Law in particular with respeet in filing returns, arses |

|
|

ament of tax, and keeping and showing of baoke amnd
records.
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5 ES50% snnual income for Egyplinn Tneome Tu-: pur-

s et 0 4 ) Jidl 33 12N ()

poses eliall he an amounl Equu] to

—The total of the suns veceived by FSSO on the
sale or other dispositionn of the crude oil intended for
recoverry of costs and expenses by MSSQ under paragraph
(a) of Article V, of the sums roceived by ESSO on
the sale or otler disposiion of crude oil that ESSQ is
entitled 1o take under paragraph {-h] of Article V, and of

an amwount equal to ES5(0°s FEgvplian Income Tax
liahility. -

Redueed by

—The costs and expenzes in respect of the operations
under this Agreement as provided for and described in
paragraph (aJ of Article V and in Annex D of this
Agreement and the amouut of the pavment, if any,

required 10 ha made hy ESS0 to EGPC uuder paragraph
(a) of Anrticle V.

3. EGPC shall pay in the nae of und on belalf of ESSO,
ESS0's Egyption Income Tax out of EGPC's share of
the crude oil produced and eaved andl not uzed in opera.

tions under Axticle V.

4, EGPC shall fumish 10 ESSO proper oificial receipts
evidencing the payment of ESSQ0"s Egvptian Inconte Tax.
Suth recelpts shell be issued by the dulv constituted
autharity for the collection of Fgvptian Income Taxes
and shall state the amount and other particulars custo-
mary for such receipis,
within one hundred and fifty (1500 days following the

commencement of the next eusuing Calendar Year..

Sucly reeeipts shall he irsued

3. As used hevein Egyvpitan Income Tax shall he inclusive
of all income taxes pavable in the ARE, such as the
tax on incame {rom movable cupital and the tax on
profits from Comumnerce and Indusiry aud inclusive of
taxes based on income or profits including oll dividend,
withholding with respect to sharcholders and other taxes
imposed hy the Covernment of AR. E. on the distribu.

tion of income or profits by ESS0.

6. In culeulating ite A.ILE. Tucowe Taxes, EGPC giall he
entitled to deduck all rovalties paid I EGPC to the
ARE. Government and the A.RE. Taxes of ESSG peid
by EGPC on ESS0 behall.

|
|
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7. It is agreed upon that the eusts and expenses recovera-

ble by ESS0 under this Agrecment, shall not include

any taxes paid by Y350 EGYPT INC. outside A.R.E.
and such taxes, if ane, shall not be bore Ly EGPC.

(g) Without prejudice 1o the Goverument's right of reyuisi-

[ 3
sed

tion as peovided

tions relatig o crude il sapply us are the subject of i

}

frlicte XVIL hereinafter, all obliga- |

Article 37, {iusofur us ESS0 and EGPC are concerned! and !
Art. 38 {insofar as ESSU i concerned ) of Law No. 66 of 1953

as amemited hy Luw No.o 86 of 1936, are the subject of an

exemption hevely accorded and shall accordingly not upyply
to ESS0 and EGUC ur 16 1SS0 us the cae may be.  ESS50
shall be exempr [ron
of ARE., Laws relaiing

lo divizion of profit with third

poses ol tvestinent.

ARTICLE 1V

WORK PROGRAM, EXPENDITURES AND MANAGEMENT
OF OPERATION

(@) ESSO  shall comuucnce exploralion operations hereunder
not later than six (6) mounths ufter the Effective Date.
Not later than the vnd of the cighteenth (18th} month

after the Effective Dite BSSO shall start of fshore emplﬂra-
tion drilling in the Area.

(b) ESSO. shall spend o asinimum of fifty (50) million U.S.

Dollars on

follows

exploratin over a period of twelve vears as

Dllri.tlg the TP Y| lvur {-1} vear pt‘.rind LS50 wil) :‘-[Ii‘lld

a mumimum of cighieen (08) million 1.5 Dollars on exp-

loration which shall incjude matimum of three wells;

if ES50 do not give natice of surrender of the Area by

the end of 1he milinl four {(-F) year period, ESSO ghall
speitd a BunIsitm of sixieen (16) million U.S. dollars an

exploration dusing the svenial four (4} vear pcrlod_. if

ESSO do not #ive nniice of suricandee of the Arca by the

end of the seciand g ) vear precietl, ESS0 alall speind

A WML of 4 ieesn (161 mitian 1S Dollars on eX]-
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taration during the third four (4) vear period; provided. |

Lhowever, that f Juring any of the above specified (our
(4) vear periods, ESSO should giu:nd more than the above
indicated minivmem amount on exploration thic excess will
e credited 10 the xuceceding {our-vear exploration period
and sccordingly reduce the required minunum expenditure
for ‘that exploration period by the amount of smeh excess.
Such notice of surrender shall he given hy KSSO at least

sixiv (68) days prior 16 the Effective Date of suele sur.

render.

In cuse ESSO lLas aot spent the requiced mianimun:  sain

(13 million US. Dollar:) on exploration in the Area by
the end of the initial fuar (4) vear period, an amount
eiqqual to the defliciency :hall be paid by ESSO to EGPC
three (3) months after the end of such four (4) year period;

provided, however if ESSU :urrenders the entire Arca
privr to the end of initial four (4) year period. the

deficieniey shall e paid by ESSQO to EGPC within three

(3) monthe lwlowing the effective date of such rureender.

[ case ESNO lias stor viven tulice of surrendaer a= indiey-

tl above prive to the hemnuning of o given four 1) VOUT |

persod il has not ~pent the requiral mininwm sae an

:.-,xp]urutinu 1 e Arca by the end of =gch given four (1

yvear periel as Dndicated above, an amount cquat to the
deficiency shall be paid In ESSO to EGIC three (3) munths
alter the end of such given lour {4 vear period.  How.
cver, if ESS0 surrenders the Area daring any given lour
(1) vear perind, and has not speat the amount specificd
for such four(1) vear period, the deficieney shall e paid
by ESSO to EGIC a1 the time of such surrendering. Pav-
ment of any such defliciency shall be made in U.S. Dallar-.
ESS0 shall be entided to recover aforesaid deficieney
payment as exploration expenditure in the manner pravided
(oe under Acticle V, if the Asreenent is still in foree a- io
ESS). In cuee ESS0) surrenders all bis rights "and obliga-
tons under this Agreement, EGIPC will ot bear anv of

sforesaid expenses epent hy ESSO.
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'c} Upon Commercial Discovery and thereafter at least threo

(3) months prior to the beginning of cach year or st such
other times as may be decided by the Joint Company subject

" of Article VII hereinbelow, the Operator shall prepare and

(d)

{e),

submit for approval by such Joint Company = Work Prog-
ram and Budget setting forth the development and produ-
cing operalions which operator proposes to carry out during
the ensuing year in the field or [iclds in which Commercial
Discovery has occurred. The aforementioned Work Prog-
ram and Budget may be revised and/or modified in caee

of need subject to the approval of such Joint Company.

ESSO shall advance all necessary funds and purchase all
materials, equipment and supplies required to be purchased
or contracted for, for exploration, development, producing
and other pel:nle;.:m operations pursunnt to the Work
Progrom and Budget and EGPC shall not be responsible,

bhear or repay any of aforesatd costs.

However, all imposts and fees levied or required (exclud-
ing Egvptian Income Tax [or which special provision is
made in paragraph (f} of Anticle III, churges reasonable
in amount in relation to services rendered or property sold
or used, such import duties as are not covered by the
exemption provided for in Article X, and income iaxes
of ESSO's contractors and personnel) by the Government
and any other A.R.E. goveromenlal, mumicipal or other
authority in respect of the implementation of this Agree.
ment; in respect of property, capital, und net worth associa-
ted with this Agreement, of ES50 or its shareholders; and
in respect of the production, dealing in oil or righis
thereto, transport, sale, export, shipments and profits and
distribution therefrom of crude oil produced [rom the Area
by Eseo and/or sold by ESSQO for export are the subject
of an exemption lereby accorded and ne such payment
shall be due or payable. ESSO will submit to EGPC an
invoice covering any such payments as are nevertheless requi-
red by any of the above mentioned authorities to be pai-d,
and EGPC shall reimburse the amount of the invoice within
two (2) months after receipt thereof. EGPC will be consulted

hefore any such payment is made directly to the exucling

autliority.

Operator shall ba responsible for the execution of the
Work Program and Budget which shall be implemented
in a workmanlike manner and consistent with geod industry
practices,

$

T

A T S s )bt LT e liehy (1)
oy SR B 0 L iy T BT ]G )
R e e sty a3
¢ty Jo Jsmadl 1w, J# g6, 208 SN O
byl il S Judl £ g UL AU
Jyidd b Jakt g Dbl i OO e oLl i
£5, 5 Jlisle] 5,2 5 ¢ b G b e
Sl Tl oW e 13 ] M AL Jud

iy Al WA

g Tl 30! dulcrﬁm S RET EEN

oo e aildl gl 2 SIRP CARIEW PR
Gy a7l Sl o by Y Ly o
I Ny Wy T 055 Yy AL el £
S U YITRE [IEN T A FEE
o Il ) Gy 20151 el all et
Wbl U o (), b anas N padl ol
ol cbadil adad) acd o o Wit LIS,
IR LIPTUTR N ¢ WE U B PO S 5]
oy il M 3 ade o gal) el Lk Y
W J o (AW ] Jylas o il ol
st 2 Sl S (p g v g el dade 1
U ol y AN o pat 3, LY adadedl L
e\ Ll e Mo M G o
AT 3 Jeladly ZBY) gk s ¢ el R
187 boetlly paadly oy Judly 3 oo 4 Gl
Gy el e sl B o o LS i
lie] 3o 085 A3 57 ¢ A ae  danl) gL 51 507
i":!".fhj‘ u;.ﬂ_,an odm Oly ¢ u.‘.” 1dm eyt A
T APV E PESRT 6 e Y

4oy b eyl QL ]V e

Sl e e A e dall g e pm o i L rn':_;
RTC > IV DUV R EW W T3 FRTIP I
AT P R B S I T S
Al aall s el ol il

LMy ol g 267 o Vtr UL €l 05 (#)
L.l:'_,huﬂ‘ L"r-l' J-ﬁ JF-L :L:L:n C"J-l L-‘-M"_J 1-1-"::_ t.;"dl
o lnall 3t 2 LN e P




¢

Yy i g3 g J(Ii)c'."" fo ~ S fliu
.——-—"—'——-’—-——_—_—_ ———e
) Operstor cshall supply EGPC within forty five (45) days (i ),,_nu LT ST - T S G Al Ll-.-"u ,‘-lJI fh (J)

ﬂmthemdofevnryqnnmm a list of costs incurved
and pmmds reccived by the Opentn: durmg sach guarter,
and nocessary supporiing documeals to be avallable for
jnspostion by EGPC st any time during regilar working
hours. Witliin three (3) months from the date of reesiv-
ing each list, EGPC shall adviss the Operator in writing if
st cousiders (a) that the record of costs and/or proceeds.
are Dot correct, (L) that the cost of goods or scxvices sup-
plied are uol in line with the intermational market prices

or goods or services of similar quality sopplied an similar
tmpmnlmgnthcummhgoo&nlmm
supplied, provided, however, that purchases made and ser-
vices pesformed within A.RE. shall be subjeca to Article
ﬂm.(n)ﬂmmamdlmdthmfumﬂad
bylhoﬁpenturdnumttlllywiththﬂ&wﬁnludpﬂoﬂl.

ot {d) that the costs incurred are mot required for apers-

tions under this Agrmmhumdmviﬂlpmm' 5

weual in the intemationsl petroleam industry and sound [

and consistent accounting methods. Operator shall confer
with EGPC in connection with the problem thus presen-
ﬂmﬂpuﬁu shall auempt to reach a settlement which

is mutually satislactory. It within the time limit of the
three (3) monthy period provided for in this paragraph,

EGPC has unot sdviscd the Operstor of its aobjection th-
sny list, such list shall be comidered as approved. |

{(g) EGPC and ES50 shall loyally cooperate in submitting to

the National Bank of Egypt, 5 months following each
quarter, the joint statement provided l?ur in Annex C of
this Agreement. EGPC shail be lisble for any and all
damages causcd to ESSO as a reslt of (1) collection by
EGPC {rom the Naticnal Bank_ of Egypt of any sub amount
as may he establishod through arbitration ss sot payable
fonr year period lnimrliamwiﬂllrﬁolew of this
Agrecment or (2) failure of EGPC within five months
following each quarter to join in the above mentioned sta-
tement reflecting the appropriate and approved amount
of monny expended. It s agreed wpon that EGPC shall

not be liable [or such dumages fur failure unless such failure

is due to EGPC fault or negligence.
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(k) ESSO shall supply from abroad all foreign cunrency funds
necessary [or the operations under this Agreement in fre- | |4, f[_" d‘ 2\ ART o) 5 WIC syl "li"

ely convertible curreney and whenever they require pay.

nient in Egyptian currency the conversion shall be made at

the local banks in A.RE. according to A-RE. regulations
and at the official AR.E. rate of exchange generally appli-

cable for comunercial purposes.

ARTICLE ¥

RECOVERY OF COSTS AND EXPENSES

(@) ESSO shall follow the audit procedures provided f{or in

Article IV ESS0O shall

recover all costs and expenses aecounted for in accordance

paragraph () of hereinabove,

with Annex D of all the operations under this Agrecinent,

to the extent and out of au amount not exceeding, an
smount equal in value to a maximum of thirty-five (35%])
percent of crude oil preduced and eaved from wells com

pleted in water two hundred (200) meters or less in depth

in each Calendar Year hercunder and not uwsed in opers.
tions, and before deducling Government aoyalty; an amount
equal in value to a maximum of forty-five (45%) percent
of crude oil produced and saved from wells completed in
water more than two lundred {200) meters but less than
five hundred (500) meters in depth in each Calendar Year

hereunder and not used in operations, and before deducting |

Government royalty; an amount equal in value to a maxi.
mum of {ifty (509) percent of crude oil produced and saved
from wells complected in water five hundred (500) meters
or more but less than eight hundred (800} meters in depth
in each Calendar Year hereunder and not used in opera-
tions, and belore deducting Government royalty ; and av

amount equal in value lo u maximum of [ifty (30%)} per-

cent of crude oil produced and saved fxow wells completed
in water eight huundred (800) meters or more in depth in
each Colendar Year hercunder and not used in operationes,
and before deducting Government royalty, Ilecovery of
exploration expenditures shall be at a zate of twenty (20)
percent per anump aned development and producing expen-
ditures on nuermally depreciable assets at a rate of ten {10)
pereent por annvu.  Uthee ramammmg costs and expenses

shall be recovered in the year mcurred. To the extent
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that in abny Calendar Year the total costs and expettses,
including pre-preduction costs and cxpenses, to.be recove-
red in such vear ure in excess of the valne of ESS(s cost
recovery share of the crude oil produced and _auved, guch
excess shall he cartied forward and added to the total
costs and expenses to he recovered in the next succeeding

vear or years uuul such costs and expenses are fully reco-

vered.

ESSO shail take coch year such maximum quantity ol
crude oil intended lor recovery of costs and expenses (plu:
its share as stipulated in paragraph (b) of this Article V)
and in the evant that the value of ESS50°% maxtmum quan-
tity of cost yecovery crude is in excess of ESS0’s total cost
and expeuses to be recavered for such year, such excess shall
be allocated proportionately to production in accordance
with production volumes in such year; and such part of
the excess as is thus allocated 1o production from wells
completed in waters 500 meters or more in depth shall he
divided letween EGPC and ESSO in aceordance with the
applicable percentages by depth set forth in paragraph (b)
of tlus Avticle V and payment to EGPC of its share of
such excess shall be made by ESS0 accordingly; and such
part of the excess as is thus allocsted to production from
wells cowpleted in weiers less than 300 meters in depth shall
be paid coticely 10 EGPC by ESSO. Exploration, develap.
inent or Lroduction oosts and expenses shall include expen.
ditures wherever ineurred ior the purpose of operations
under this Aszrecment but shall wot include intercst om

nvestmeut, or any hank fees or charges.

(b) Of the balance of crude oil remaining, not used ia «pera-

tions, and licfore deducting Government moyalty, EGPC

shall be cntitled to take and reccive sevemty.five (75%)
pereent and ESSQ shall be entitded to take and reeeive

twenty-fave (256%) percent of the average daily production
of crude o1l produced from wells compleled in water two
hundred (200) meters or lese in depth; EGPC :shall be

eutitled to take and receive sixtyv-five (65%) percent and
ESSO siuall be entitled to take and receive thirty-five {3555}

percent of the average daily production of crude oit pro- |

dueed {rom wells completed in water more than two hund.
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red (200) meters Dbut less than five huodred (300) mcter:
EGI'C _slmll be eatided to take and recelve
lifty-seven amd one-balf (§7°/.c) poreent and ESSQ shal

be entitJed to take and recelve

i depth;

torty-two snd ounehalt
(d2'/3%0) percent ol the average daiiy pooduction oi cruue
oil produced trow wells cump.cley wm wuter iwve iundred

W) meters or jnoge but ek thaa eght Luadred (BU0)

melers i deptis; and EGIC alied, ve entitled to tuke and .

reccive filty-five (b3%)} puececar and £530 ghall be entit-
led to 1ake and veceive lorly-live 437z percent of the

average daily production ol crude wif produced from wells
corupieted in waler cight houdecd (W) melers or more
n depth,

(¢) For purpvies ol determinity i value of the quantity of

crode oil whiclhh L5350 is entitled to wke during each six
(0) monih peried o recover custs and expenses, the welgh-
ted average price realized i ficely couvertibie currency
from F.0.B. point of export sules by eithwr EGI'C or ES5U
of cowparable quantilies under all crude oil sales contracis
currently in eflect but excluding oil zaies contracts voiv-
ing barter, whiclever is higher, 10 non-affilisted companies
during such semester shall Le used. It is understood that
m case of C.LI. sales, appropriate deductions shall be made
sucl: as for transport and iusursnce chra‘tges to calculate
F.O.B. point of export price, A procedure for implemient.
ing the above will be developed whicl is mutuaily agree-
able te ES50 and EGI'C.

(d) ESSO shall daring each year, lake, receive and freely ex-

port, and retain abroad and trecly dispose of the export
sales proceeds, of its share of crude oil under paragraph
(b) of this Arxticle ¥ and of the moximum portion of
crude oil as provided in paragraph {a) of this Article V;
end the value of any part of such maximum portion of
crude oil intended for recavery of cosls and expenses which
is to be paid to EGPC by ES350 in accordance with para-
graplhy (a) of tlus Article V, slall he paid in U.S. Dollars
to EGPC by ESSO ua a :jnarterly basis within sixty (60)
days after the cud of the guastor, with appropriate adjuost-
ments in payment respocing the sourth quarter of the
Tite to

veaxr to reflect actual cest: fur the vear. all such

arude oil and riak of loss -hubi pase o BSOSO at wellhead.
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(e} Gas, unless other disposition of such gas and comstituents

be made in accordance with Annex F hereto, shall belong

to EGPC without payment by EGPC of any consideration

therefar.

(/) The Operator shall prepare (not less than ninety (90) days

prior to the beginning of each calendar semester following

commencement of regalar  production), and furnish in
writing to EGPC a forecast setting out the total quantity
of crude ¢il that the Operator estinztes can be produced,
during such calender

saved and transported hereunder

semester in accordance with good oil industry practice.
The Qperator shall aleo estimate the quantity of crude oil
to be taken by ESSO in accordance with paragraph (a) of
this Article V; also shall estimate ESSQ and EGPC shares
in accordance with paragraph (b) of this Articla V. The
Operator shall endeavor to produce esch calendar semes-
ter the forecast quantity. The crude oil shall be measured
for royalty as provided for in paragraph (a) of Article III
of this Agreement and other purposes by a method mutually
agreeable betwean EGPC and the Operator and in sccar
deance with accepted internatiomal  petroleum industry

practice,

ARTICLE VI

EGPC’S TITLE TO ASSETS

(2) EGPC shall be the owner of all ESSO's Assels in the Areg

and in A.R.E. created or used in connection willi the Ope.
rations carried out by the Operator subject 10 and ju accor-

dance with tlie following :

}. Land and fixed assets shall hecome the property of
EGPC as soon as they are acquired by ESSO for the pur-
pose of operations under this Agreenent.

2. Movable Assets owned by ESSQO and assigned to the per-
formance of this Agreement sliall hecome EGPC's pro-
perty when they are used for petroleum operations in
the Area or in the ARE. in a permanent manner or
become subject to depreciation in accordance with Article
V of this Agreement and their total cost thould they
be charged to tlie operations and is to be recovered by
ESSO ws outlined in Article V of this Agreement,
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Nntwilhslnnding ithe foregoing, movable assels ovned
by ESS0 which are maoved 10 the A;:a or landed in
A.R.E. and nunuall_',"med temporarily such as [ox dril-
ing or pipelayiug {including floming storage vessels
whichi ESSO puts inte use in operations hereunder bul
Jater remaves and replaces with another storage system
or vessel} shall remain the property of ¥.350. provided
that their depreciation for the given period only is char-
ged to the upefntinns and incluided i the costs 1n accor-
dance with Article V of this Agreement. Hewever, if the
full amount of depreciation of such asset has heen char.
ged to the operations, then sucl: assets {including floaling
starage vesssls) shall become the property of EGPC, It
is understood that such temnporacily used assects may be
freely reexported by the Operator subjeet to EGPC ap-
proval. In view of the high operating and down-timce
costs and losses associated wilth any delay in movements
of specialized vessels for offshore drilling and pipelaving
and associated supply vessels, notice will be given to
EGPC upon reexportation of such vesse]ls owned by
ESSO or ita contractors and EGPC approval will not be
re,qui:.-ﬂﬂ. It is understood that the temporary use ol
the movable assets in the operations es aforesaid, title
being retamed hy ESS0, shall net give rise to a claim
for payment from EGPC to ESSO respecting such assets

but rathier LSS0 shall recover its costs respecting such

assets in aceordance with Article V {a). The Book Value

of the Assets created during each calendar year shall be |

communicated to EGPC by the end of each quarter,

(6) During the term of this Agreement and its renewal the
Operator is entitied to full use of all fixed and movable
‘assets as defined above and EGPC shall uot dispose of 1he

same cxcept with niutual agrecment.

ARTICLE VI
JOINT COMPANY

All development and producing operations subject of thie
Agreement shall be carried out in accordance with such decis-
ions respecting such operations as may be agreed hetween
EGPC and ESSO directly or as may be made by the Board of
Directors of a non-profit Joint Company, formed by them and
to be ealled “OFFSHORE DELTA PETROLEUM COMPANY™
sbbreviated as “ODEPCO” according to the provisions of its
Charter attached hereto as Annex E which is made an integral
part hereol.
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4] expiornien oltTalions cubifect of this Agreement ehall

},r- carricd ot after due eonsideration has been given 1o suen

conculiatian ant advice respecting such operations as may be

given by el Joint Company alter it comes 1nto existence in

2 seordance with the following parazrapl.

wWithin thirty (30) days alter Commercial Discovery, the
Charter ehall take elfect and the Company shall come into
cristence without any further procedures.

Prior ta the coming into cxistence of esuch Joint Company,
snch conssitation and advice rexpeeting exploration operations
will he given by the Exploration Advisory Committee, which
chall cease to exih upon the coming into existence of such
Joint Company. The Exploration Advisory Commattee shall
he composed of three (3) membhers appointed by EGPC, one
of whom shall be Cliairman, and three (3} members appointed
b.}. ‘E_SS{]T cach nppnil‘llmtnls 10 be madu within Ilﬂ‘f (6“) dl_j’l
sfter the Effective Date. '

ARTICLT VIIK

OFFICE AND SERVICE OF NOTICE

ESSO shall maintain an office in ARE. at which notices
shall be salidly rerved, -

£550% rencral manager shall be entrusted by ESS50 with
sufficient power to carry out immediately and comply with alt
local written directions riven by the Government or its repres-
entative umder the teoms of this Aereement or any lawin] reg-
ulations iued nr hereafter to he issued which are applicable
hereunder. -

ARTICLE IX

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a)} The Opesatar chal! take all praper measures, according
to generally accepted methods in uce i the oil industry to
prevent los or wasle of petroleum above or umder the
ground in any form during drilling, producing, gathering
and distrihuting oc storase operations and including econo-
mic o=t remlting from insufficient production or transpor-

tation facilities,

Upon cownletion of the drilling of a productive well
Operatar shall inform FGPC of the time when the well

(b)

will b tested and the production rate ascertained.

(¢) Exeept in instances where multiple producing reservoirs

in the ame well can anly be produced cconomically through

a single tuliing string. petraleum <hall not he produced from

multiple oil carrving zones through one string of tubing |

.t the same time. except with prior approval of the Govern-

el of its Teprexentalive.
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d)

(5)

{c)

The Opcrator shali record data regarding the uantitics of
petroleum and watcr produced mouthly from cach field.
éuch data shall be sent to EGPC on the speeial forms provi-
ded for that thirty (30}

obtained. Daily or weekly etatistics wregarding the

purposc withio days after
it is
production from the Area shall be .available at all rcason-
able times for examination by authorized representatives

of the Government.

Daily drilling records and the graphic logs of wells mus
show the quantity and type of ccment and the amount of
any other materials used in the well for the purposes of
protecting petroleum, gas bearing or fresh water slrata.
Pipe used for separating water bearing swrata in the well
or sepatating the petroleumibearing strata shall not he
withdrawn without the written approval of the Government

or its representative.

ARTICLE X

CUSTOMS EXEMPTIONS

EGPC, ESSO, and their contractors and rubcontractors j
cugaged In camying oOn operalions under this Agrcement
shall be permitted to import, and shall be exempted [rom
castoms duties, with respect 1o the importation of macht.
nery, equipment, vehicles, materials, supplies, consumable
items and movable property, when cartified by a responsible

representative of EGPC to be eolely for carrying on opera-

tions under this Agreement

The expatriate employees of ESSO and the said contractors
and sub-contractors shall be permitted to import and shall
be exempt from all cusioms duties with respect 10 the reason-
able importation of household goods, jtems and personal |
effects including one automobile; provided, however, that

auch propertics are imported for the sole use of the employee,

and his family and provided, forther, that no such property
imported by the cmployee shall ho resw'd by him in the
ARY¥., onlv subject to Government regulntions. l

The exemption provided in (a) of this Article shall not
apply to any imported items, when items of the same, or i
substantially the same, kind and gquality are manufactured

locally and are available for purchese and delivery when

needed in the A.R.E. at a price not higher than 10% more |

than th= cnst of the imnorted item hefore custome dutiee, hut

\wri;_*ﬁ,iﬁid(i)@tf.-

aflter trangpartation and insuraner cosle have heen added,
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(d)

(e)

)

(s)

(a)

(b) The aforcsaid books of accounts and other books and

show the work performed under this Agreement. including

j—
a—

Any of the items imported into the A.RE., either exempt
or oom-excmpt from cpstoms duties and taxes under this
Article, may be exported Dy the importing partv at any

time withiout the pavment of anv export duty or tax.

Scrap and used material, equipment and good; resulting
from operations hereunder may with EGPC approval he
sold within the A.RE. provided that the purchasers pay
the applicabla customs duties, if any, except if sold -to
EGPC or its affiliated companivs. Proceeds collected from
such sales shall be paid to EGPC by ESSO.

“‘Customs duties”, as used herein, shall include al] ad-
valorem taxes and other importation taxes and duties
(except those paid to the Government for actual services
rendered), which are payable as a resalt of the importe.
tion of the item or items under cousideration.

It is understaod that ESSQ as well as EGPC is exempled

{from all dutics or texes upon tho export of coude oil.

ARTICLE XI

BOOKS OF ACCOUNT
ACCOUNTING AND PAYMENTS

EGPC, ESS0 and the Joint Cowmpany shall each maintain
at their wain  business offices in the A.RE. hooks of

accounts, in accordance with the accounting procedure

atached to this Agreement as Auuex D and witly accepted
accounting practices gen::raliy used i the petroleun industry,

and such other books and records as mav be beerssar to

the amount and value of all petroleumi produced and

saved hereunder. ESS0 and the Joint Company shall keep

their books of account aund accounting records hereof in

United States of America Dollars. ESSO and the Joimt

Company shall furnish to the Government or its represen:-

- + I
sive mouthly returns showing the amount of petroleun:

produced and saved hercunder. Such returus shall he pre
pared in the form required by thie Government or its represen.

tative and delivered 10 the Government or its representative |
within thirty (30) davs after the end of the month covered
m the retum,

records refecred to sbove shall be available at all reaxonablo
tinos {or inspection by the duly suthorized representative

of the Govermmant
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(c)

(a)

(b}

(¢) In case of exporting any rock

(d)

ESSQ shall submit to EGPC a year-end halance shieet and

financial statements of each calendar year not later than

Maroch 15 of the following vear to thow its net profit or

loss from operations under this Agreement for such yeanr.

ARTICLE XII

RECORDS, REPORTS AND INSPECTION

The Opecatar shall prepare and, at all times while this
Agreement s in force, maintain sccurate and current record:
of its operations in the Area Liereunder. The Operator shall
furnish the Govemument or ite representative, in corformuty
with applicable regulations or as the Government >r its
representative may reasonably require, information and data
conceming ity operations unider this Agreement. In parit
cular, Operator will make a daily drilling r-port during dril
ling aperations, a monthly geophyzizal eport during seismic
operations, as well as a quarterly [inancial report and

yearly general report.

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, 10 be disposed of or
forwarded to the Govermment or its representalive in the
manuer directed by the Government. All samples acquiced
by the Operator for its own purposes shall be considered
available for imspection at any weasonable time by the
Government or its representative.  Any such samples which
the Operator has kept for a period of twelve (12) months
without receipt by the Operator of instructions to forward
them to tlie Government or its representative or elsewherd

may be disposed of bv the Operatar at its discretion.

eamples outside A.R.E.
then samples equivalent in ¢ize and quality shall, before
such exportation. be delivered ta EGPC as representative

of the Gavermment.

Original of records can only be exported with the permie-
sion of EGPC; provided, however, that magnetic tapes and
any other data which must be processed or analyzed ontside
the A.R.E., may be exported il a monitor or 2 comparable
aecord 15 mantained in the A.R.E. and provided that such

exporta shall be repatriated to AR.E. on the understand-
ing that they bhelong to EGPC.
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(e) EGPC - nud the Joimt Company bhave the right ta fall and
complete aceess 10 the Arca at all reasonable times with
the right to obsorve the operations beins comdicied and
to inspect all assets, records and data kept by the Operator.
The Operator shall provide EGI’C und guch Joint Cowpany
with copies of any and all data {including, but not limited
to, geological and geaplysical reports, samples, logs and well
surveys), inflommation and iterpretation of such data and
information in the Operulor's possession.  All snely data uni
information shall be stricilly confidential and shall not Le
divalged by EGPC or -such Joint Company exeept to affilia-
ted companies, or 1o the Governnient, withiout the consent
of ESSO while this Agrcement remaing in force. Iowever,
for the purposes of obtaining new ofiers the Government may
show any other parly certain data with respect to tlic arcss
adjacent to the acea of such new offer.

ARTICLE XIII

RESPOGNSIBILITY OF ESSO
FOR DAMAGES TO THIRD PARTIES

Operator shall ontirely and solely be responsible in law
towards thivd partics for any damage cavsed by its operations
and shall indemnify the Government ogainst all damages for
which it may be held liable on accouut of any such operations,

ARTICLE XIV

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly antitorized representatives of the Government shall
have access to the Area covered by this Azrecment and to the
operations conducted thereon. Such representatives mav examin:

the hooks, registera and records of EGPC and ESSO and make

a reasonable mumber of survevz, drawings and tests for the
purpose of enforcing this Asrcoment. Thev shall, for such
purposes, be entitled to make rcasomahle nse of the machinery
and instruments
danger or impediment to the operations hereunder shall aries
direetly or indirectly from suclt use. The Govermnment sha'l
indemnify and shall reimburse Operator for any loss or damage

which may in fact remult from ony such use of said machinery

and instruments.  Soch representativez shall be viven reasonable
assiztanno by the agents and employens of the Operator zo that
none of their activitics ehall endanger or hinder the mafety or
efficiency of the operatinns. The Operator shall offer such rep-

resentative all privileger and [acilitics accorded to its own em-

plovees in the field and shall provide them, free of charpe. the nse
of reasonable office space and of adeqoately furmnished housing
while thev are in the ficld for the purpose of facilitating the
abjeetives of thiz Article, Fxeept ns provided in pararraph

of the Operator on the condition that no |
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() of Article XII, any and all information obtained by the
Government or its representatives hereunder shall be kept
confidential with respect to Area and shall not be discloscd

during the term of this Agreement without the prior written

consent of EGPC and ESSQ.

ARTICLB XY

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC and ESSO that operations here-

under be conducted in a businesslike and officient manner,

1. The expatriate administrative, professional, and technical
personnel employed by the Joint Company and ESS0 and
the personnel of their own contractors in connection with ‘

the operations hereunder, shall be grauted the apecial

residence as provided for in paragraph “E’ of Article 13
of Law No. 8% of 1960 as mow amended and the work
permit for aliens as provided for in the Ministerial Order
No. 9 of 1963 as now amended without prejudice to the

A.RE. laws and regulations relating to public poliey or |

T e EETEE g e R, S &

public secarity.

2. A minimom of fifty (50%) percent of the base salaries |
and wages of the expatriate administrative, professional, I

and technical personne] employed by ESSO and the Joint
Company shall be paid in Egyptian Currency. |

(b) ESSO and the Joint Company shell each select their own
emplovees, and determine the number thereof, to be uecH
in connection with onperations hereunder.

ESSO and the Joint Company shall cach. aflter consu'ta-

tion with EGPC. prepare and cumy out specialized training
programs for 21l of their own A.RE. emplovees engaged

in connection with the operations hereunder with respect
to anplicable aspects of the petroleun industrv,  ESS0 and
the Joint Companv ghall each replace gradually their own
expatriate staff by cualified nationa's as they are available.

ESED chall eonnarate wilh EGPC in FIving mutually

azread numbher of FGPC emplovees an opportenity to attend
and participate in ESSO and intermational ESSO affiliates

training programs. l
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(a)

&)

(c)

ARTICLE XVI

LAWS AND REGULATIONS

IESSO and the Joimt Company shall each be bound by the
regulations issucd for the implemeniation of Law No. 66
of 1953, a5 amended by Law No. 86 of 1956, including the
regulations for the safe and efficieut performance of opera.
tions carried out for the execution of this Agreement and
for the conservation of the petroleum  resources of the
A.R.E. provided that, ne regulution shall be contrary to or
inconsictent wilth the provisions of tiins Agreement.

The rights and obligations of EGPC and ES350 under,
and for the effective term of, this Agreement (ag well as
all matters relating to 1he Joint Company subject of Article
VIL hereinabove) shall be governed by and according to
the provisions of this Agreement snd can only be altered
or amended by the mulual agreenient of the parties.

The contractors and subcontractors of the Operator shall
be subject 1o the provizions of this Agreement __and they
shall he hound by all regulations consistent with this

Agreement which are duly issued by the Government from
timie to time.

ARTICLE XVII

RIGHT OF REQUISITION

In case of national emergency due (o war or imminent expee-
tation of war or internal causcs, the Government may
requisition all or a part of the production from the Arcea
ocbtained herennder wnd sequire the Operator to increase

Tl

Government may alse requisition the oil fieid itsclf, and,

such production to the utmust poseible maximum.

i€ necessary, related processing plants and reflineries, if

uny.

(b) In all cases, such reguizition shall not be effected except

after ioviting EGI'C  and FESS0 or  their representativis
by regisiered letter, with acknowledgment of receipt, 1o
expriess their views with respect to such requisition.

(¢} The requisitinn of preduction shall be effected by Minis.

terial Order. Any requisition of the oil field itsell, or

any related processing plant or reflinery, shall be effected
by a Presidential Decree duly notified to EGPC and ESS0

{d} In the ecvent of eny requisition as provided above. the

Government shall indoamily in full EGPC and ES50 for

the period during whichy the xequisition i3 mnintained, |

including (1) all damages which result from such requisi-
tion, (2) full payment each month [or all petroleum ex-

tracted by tlie Government of the coste end expenses of
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ESSO as defined in Auxticle V of this Agreement and the
reasonable export market value of ESS0% share of crude
cil produced as provided in paragraph (b} of Asticle V
of this Agreement. However, any damage resuiting from

enemy attack 1» not within the meaning of this paragraph

(d).

ARTICLE XVIII

ASSIGNMENT

{a) Neither EGPC nor ESSO may assign to a perevn, firm or

(b)

corporation not a party heycto, in whole or in part, any
of its rights. privileges, duties or obligations under this
Agrecinent wilhout the written consent of the Goverumeni;
provided, however, that EGPC or ESSO, as the case may
be, shall be free to ussign its rights, privileges, duties and

obligation: under this Agreement to an affiliated company;

and pmvidctl, further, that the asspgnee shall be as qun]i.

fied as the assignor with respect to its technical and finan.
cial compelence, and excepting assignments to assighees

wholly ewned by ESSO, Government approval to the assig-
nment shall be first obhtained.

In the event that EGPC or ESSO wishes to assign, in whole
or in part, any of its rights, privileges, duties or obliga-
tions hereunder as aforesaid, the written consent thereto
of the Government shall not be arbitrarily withheld. Teo
enable cobsideration to be given to any request for such
consent, the following conditions must be fulfilled -

1. The eobligations of Lhe assignor deriving fxrom this Agree.
ment must have heen duly fullilled as of the date !.uuh

request is made,

2. The proposed assignee or assignees must produce
reasonable evidence to the Government of its or their
(inancial and technical competence.

3. The instrument of assignment st include provisions
stating precizely that the assignee is bound by all cove
nants contained in this Agreement and any modifications
or additions in writing that up to such time may have
been made. A draflt of such instrument of assignment
shall be submitted to the Goverament f(or review and
approval before heing formallv executed.
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{¢) Every execuled and delivercd anstrunent ol

(e)

125l gt
assigning any ol the. rights, privileges, dulies o abliga-
lions hercunder of EGYUC or ESSU shall be subuntted 10

he Government within thirty (3U) days after the Goverh-

ment approves the assignmont, {or regitration in its xegis

Hars.

ARTICLE Xli

BREACH OF AGREEMENT AND POWER TO CANCEL

Subject to the provisions of paragraph (b) oi tit Article
wIX. the Government shall have the right to cancel this
Agreement by Order or Presidential Decree, with respeet
to ESSQ, in the [ollowing iustanecs :

1, If it knowingly has submilted any [alse stalements o
the Government which were a material consideration for
the execution of this Agreement ;

2. If it essigns any interest hercunder coutrary 10 the pro-
vigons of Article XVIIL hcreof ;

3. If it ie adjudicated Lankrupt by a court ol competont
jurisdicton ;

4. If it docs not comply with any [ial deciziun reached

as the result of arbitration proceedings conducted untder
Artiele XXI ;

5. If it intentionally extracts any mineral other than pet.
roleums not aulhorized by this Agreement or withoat
the autharity of the Governmeat except sucil exiractions
as may be unavoidable as the resude of opurations eon-
ducted hereunder in accordance with accepied petroleum
industry practice and which shall be notilied to the
Government or ils represcutalive as soon as possible and

6. If it cowmits any maberial bread of this Agreement
or of the provisions of Law No, 00 of 1933, as amended
by Law No. 86 of 3950, which do not cxpressly con-
tradict with the provisions of this Agrecnent ot the

law by which this Agreemcat is speeilically authorized.

Sucl: cancellatiim shall luke place withour prejudice
to any rights which mauy have accrued to the Govern- |
ment agzainst ESSO in accerdance with the provisions el |
this Agreement; and. in thes eveut of such cencellation,
ESSO shall kave the right to reuove fram the Area all
its movabte property.
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{b)

c)

(e)

(b)

If the Govermment deems that 2 cause (other than a {orce
majeure couse rcferred to in Article XX hercof) exists
to cancel this Agreement under paragraph (a) ol this
Article XIX, the Government e ESS0 nineLy

(50} days wrilten notice to remedy and remove sueir canse,

shall give

but if for any wxeason such service is imipossible, publica-
tion in the Official Journal of the Govermment ol such
notice shall be considered as validly served upon ESSO.
If at the end of saigd ninety (80) days notiee period such

caust has not been remedied and removed, this Agreenent

1

i 1 e - e —E——

may be cancelled by Order or Prestlentinl Decree as afure-

eaid, without prejudice to Article XX1, provided, however,

that if such cause, or the failure 10 remedy or remove |

rach cause, results from any act or vmission of one purly,

cancellation of this Agreement rshall be effective wnly a-

against that party and not as against the other parts
hereto.

ESSO shall be allowed to remove their belongings irom

Arvea after settling all elainas due to the Government.

ARTICLE XX -

FORCE MAJEURE

The nonperformance or delay in performance by EGPC
and ESSO -aor either of them, of any wobligation under this
Apreement shall ke cxcuted if and to the extent that such
nonperformance or delay is cansed by force majeure. The
period of any such nonperformance or delay, together with
snch pevicd a3 may be necessary for the restoration of
any damage done duriﬁg such delay, shall be added to the
time given in this Agreement for the performance of such
obligation and for the performance of any obligation de-
pendent thereon and to the term of this Agreement, but
only with respect to the block or blocks affected.

“Force Majeure”’, within the meaning of this Article XX,
shall he any order, xegulation or direction of the Govern-
ment of the Arab Republic of Egypt and the Government
of the United States of America with respect to ESSQ,
whether promulgaicd in the form of a law or otherwise,
or any act of Geod, infurrection, riot, war, strike, and
other Iaboy disturbances, (ices, floods or any other eause
beyond the coutrol of EGPC and ESSO, or either of thewm,

whether similar to the caute hereinabove specified or raot,
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() Without prejudice to the above and cxcept ws may be

(@)

(5)

otherwise provided for herein, the Governmeat shall incur
no responsibility whatsoever to EGPC and ESS50, or vither
of them, for any damages, restriction:
cousequence of such case of [orce majeure, except a foree
majeure ceused by the order, regulation or direction of the

Government of the Arab Republic of Egypt

ARTICLE XXI

DISPUTES AND ARBITRATION
Any dispute arising between the Governmept and the
parties with respect to the interpretation,
execution, cancellalion or termination of this Agreement,
shell be referred to the approprinte A.RE, Courts with
competent juriediction.

application,

Any dispute arising between EGPC and ESSO shall be
referred to Ashitration. The Arbitration shall bhe juitia
ted by either of EGPC or ESSO giving notice to tiic other

of them thet it (hereinalter referred to as the First Party) |

elects 1o refer such dispute 1o Arbitration and that First |

Party haa appointed an Arbitrator, who shall be identificd
in said notice, The other (Lhiereinafter referred to as the
Second Party), within fifteen davs shall notifv Figst Party
in writing, identifying the Arbitrator that it has selected.
If the

aloresaid, the First Party ehall Liave the right to apply to

Secoud Party does not appoint its Arbitrator a:

the Court of Arbitration of the International Chamber 5

of Comerce 10 appoint a secomd arbitrator.
(30)

Arhitrators shiall, within thirty daysz, sefect a

Arbitrator, failing which the third Arbhitrator shall be
appointed by the Court of Arburation of the Interma- -

tional Chambez of Coummneree at the request of either First

Party or Second Party or, in the event such Chamber of
Commerce ceases to exist, by the Prosiclent of the Interna.
tional Court of Justice. In the event of death or other
failure of any Arbitrator to carry on witli the Arbitration,
he shall be replaced by appointment made by the Party
who made the original ‘appointment ar ny the Court of
Arbitration of Internationa! Chamber of Commerce or ihe

President of the International Court of Justice, as the
case may be. The third Arbitrator must be a citizen of

a2 country other than the ARE, or the United Stater of

America and a country which has diplomatic relaiions
with both the AR.E. and the United States of Amerien
and shall have no cconomic imterest in the oil business

or Jjoss LTisiny

-
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The Arbitrators shall estabiish

The decison of the Arbilra:
The

decision shall ivclude directions as ta remedial action, if

nor the signatoriee hereto,
the Arbatration procedure.
tors may be given Ly a majority and shall be fwnal.

any, which shall scttle the dispute and which shall be 1ken
by the parties accordingly. Such decision shall be given
by the third Arbitratoxr olong in case of withdrawal of
another Arbitrator without replacement or in case of am
ather failure of the arbitration to proceed expeditivusly
to fal decision by reasun of non-participalion of un Arxii-

tratar appointed by a Party or any other reason. Arbitra-

tion szhall be held in Stockholn, Sweden.

The pignatories base their relations with respect to tiis
Agreement on the principles of guod will and good [aith.
Taking account of their different nationalities, this Agree-

and shail be

applied in conformity with principles of law ¢ommon to the

ment shall be given effect interpreted and

A.R.E. and the United States of America aud, in the absen-
ce of such common principle, then in conformity wilh the
principles of law normaily recognized by civilized nations
in general, including those which have been aspplied by

International Tribunala.

ARTICLE XXI1

STATUS OF PARTIEY

The rights, duties, obligations and lisbilities in respect of
EGPC and ESSO hereunder shall be several and mot joint
or collective, it heing the express purpose snd intention
of the taid pariies that their ownership of their respective
percentage interests under this Agreement shall be as tenams
in common and that this Agreement shall not be construcd
we conslituting an association, corporation, mining part-

nexship or any other kind of partnership,

ESS0 shall be subject solely to the laws of 1he State of
Delaware, United States of America, regarding its legnl

statns and creation, organization, charter and hy-lows,
shareholding, muiagemient and ownership, and its princi-
pal office is established in the United States of Amnerico.

E550% shazes of Capital which are entirely held alxroad

shall not be negotiable in the A.R.E. and shail not be
offered for public subscription. ESSO aliall be exrmpt
from the application of Law No. 26 of 1954 as wwended,
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ARTICLE XXTIY

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

I'he¢ Operator and its contractors shall
1. Give priority to local contractors as long as their prices
and performance are comparable with international pri-
ces and performance. The Operator shall, however,
subject to the preceding sentence, be exempted from the
poovisions of Presidential Decres No. 1203 of 1961 as
amended,

2. Give preference to locally manufactured materials,
equipment, machinery and coumsumables, however, such
material may be imporied for operations conduected
hereunder if the price of the locally manufactured ma-
terial at Operator’s stores is more than ten (10%) per
cent higher than the price of the imported matarial
st Operator’s stores.

ARTICLE XXIV

ARABIC TEXT AND THE ORIGINAL

The Arabic version of this Agreement shall be referred to
in construing or interpreting this Agrecment before the Courts
of A.R.E. ; provided, however, that in any arbitration pursuant

to Article XXI hercabore between EGPC and ES30  the Eng-

lish version chall also be used to comstrue or interpret the
Agrecment.

ARTICLE XXV

AFPROVAL BY THE A.R.E. GOVERNMENT

This Agreement shall not be binding apon any of the parties
hereto unless and until a law authorizing the Minister of Petro.

lenm and Mineral Wealth to sign seid Agreement and giving |.

this Agreement full force and effect of Law, notwithstanding

BOY cuuntc:rrailing gﬂrem.mentﬂl enactment, is issued and pub-
lished in the Official Joumnal of the A.R.E.

ARAB REPURLIC OF EGYPT
BY

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY

ESS0 EGYPT INC.
BY
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ANNEX “4”

DESCRIFTION OF ESS0 AREA, NILE DELTA OFFSHORE

All the area bounded by a line starting from point ‘a’ at

Lat 31° 48 00’ N
Long 30° 00 00 E
which s the northwest comncr of the part shown of the Phillips

concession in Annex “B’' of this Agrecment, a: of the date of
this agreement, to point ‘b’ at

Lat.

Long.
thence east to point ‘e’ at

Let. 32° 30/ 00” N

Long. 30° 24 (0~ E

32* 300 00" N

3¢ 0 W K

thence north to point ‘d’ at
Lat, 32° 3¢ 007 N
Long. 30° 24 00”7 E

thence east to point 'e’ at
Lat.  32* 36/ 00 N
Loag. 31° 00 00 E
thence north to point ‘f' at
Lat. 33° 0¥ 00 N
Long. 31° 00/ 00" B
thence east to point ‘g’ at
Lat. 33200/ 00" N
Long. 31* 36/ 00” E
thence south to point ‘h' at

Lat,
Long.

31* 47 00 N
31° 36 00” E

which s 2 point on the seaward boundary of the IEOC
mnmiu:n offshore A.RE. as of the date of this agreement,
thence geverally westward along the seaward boundary of the
IEOC concession to its point of juncture with the Phillips
concession as described hereinbelow. An approximate deserip-

tion of the aforementioned seaward boundary is m follows :
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Commence at point ‘h’ described above, thence wast to point

I st

Lat.  31° 47 00 N
Long. 31* 32* 307 E

thence northwesterly to point ‘' at
Lat. 31° 48’ 007 N
Long. 31* 29 00 E

theuce west (o point 'k’ at
Lat. 31* 48 007 N
Long. 31* 1% 00 E

thence north to point '’ at
Lat. 31* 50 157 N
Long. 31° 19/ 00 E

thenee northwesterly to point ‘m’ at
Lat. 31" W N
Long. 31* 02’ 36~ E

S4/

thenes west to point *n’ at
Lat 31* S4/ 00 W
Long, 30* 57 347 R

thence southwesterly to point 'o' at
Lat. 31° 52/ 30 N
Long. 30 46" 00' E

thenee south to point ‘p' at
Lat. 31" 48 00~ N
Long. 30° 46' 00~ K

thence west to point 'g’ at
Lat. 31* 007
Long. 30 20 45 E

48/ N

Which is the northwest comer of the IEQOC concessien and
the poiut of juncture of the nbove mentioncd seaward bound-
ary with the Phillips ¢concession as of the date of this agreement,
thence west along the north boundary of the Phillips con-
ccarion as of the date of this agreement to point {a) which is the
point of Leglubing.
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ANNEX “C"*

LETTER OF GUARANTY
Cairo, 197
LETTEB OF GUARANTY No.
The Egyptian General Petroleum Corporation
Gentlemen :

The Undemsigned, NATIONAL BANK OF EGYPT, Cairo,
as Guarantor, bhereby guarsnieca to the Egyptian Cenaral
Petroleum Corporation (hereinafter referred to a¢ EGPC) to the
Limit of $ 18,000,000 {eighteen million dollars in U.S. Caxrency)
the performnance by ESSO EGYPT INC. (hercinafter referred
to a4 ESSO) of their obligations required for cxploration
aperations to spend a minimam of $ 18,000,000 US. Dollars
during the four (4} years of the initial exploration period
under Article IV of that certain Concession Agreement (herein-
after referred 10 as “the Agreement™) covering the Area for
petroleum exploration and production, by and hetween the
Government of the Arab Republic of Egypt, EGPC and ESSO
dated , 197,

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the
period of expendittre of said $ 18,000,000 U.S. Dollare by the
amount of money expended by ESSO for such explotation
operation during each such quarter, each such reduetion to be
sstablished hy the joint written statement of EGPC and ESSO.

In the event of a claim by EGPC of nonperfermance on
the part of ESSO of any such obligation under Article IV of
this Agreement there shall bo no liability on ‘the undersigned
Gusrantor for payment to EGPC unless and until sach Liahility

has been established by written statement by EGPC setting forth
amount due under the Agreement

This Guarantee expires on the * Ringlean
hundred and seventy ™

Consequently, any olaim in respest thereof should be made
to us by the 197 » at the latest accompanied
by a statement from EGPC 1o effect that ESSO hes failed to

porform its expenditure ubligltinm referred to in our Guarantss
and setting forth the amount of under expenditure by BERO.
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This lettor of Guarantes will become

wailablo ooly provid- [ « |7 Wbl 130 Y] Jymidt 6L 13m oleadl s v
ed that at latest 197 we wil have been ..
| ' P o WGV L Lad] 40 4 8 D451 8|
nformed in writing by ESSO and EGPC that the Agreement | U% &% ¥ Ok ¢ 14y ' ra4 tt

between ESSO and the Government, and EGPC has become | .lgh, FeL POV I PRCIEAI [T SO T PR ¢ AP
effective according to ity terms. ’

In event we do not receive mich advice at latest

197 , this Guarantes is automatically cancelled, . W Lils oleall Lis 't

excecd the limit of total Guarantees which we sre entitled to - e .

c Ay bVl ), Ol Wl bl U
ue a3 per Ministry of Economy's letter No. 150 6/l 5176 l"/‘ Vo ("J sbadiVl i ] : J _ l CJ‘.M
dated 23rd December, 1962 VAXY L nads ¥y 3 2o 8l 0 yym

Please return to us this letter of Guarantee on expiry dats,

WY S 26 G W] s ple Ll bl e,
for oancallation. 1 -

Yours faithfully, P f._u J’\-“ dl_]] o
For the NATIONAL BANK OF EGYPT
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ANNEX “D"

ACCOUNTING PROCEDURE

Reference Article ¥V of this Agrcement

P -

ESSO shall maintain an Accounting System which shall jnclude
the following major accounts and in which there shall be
reflected all costy and expenses incurred and proceeds received
in connection with operations carried out under this Agreement
and ES50's costs and expenses with respeet 1o the Joint Company
subject of Article VII of this Agreement. Conversion of expen.
diture and proceeds in Egyptian Pound armounts inte U.S. Dollar
Currency amounts for purpose of delerminations respecting
recovery of costs and expenses in accordance with " paragraph
(a} of Article V of this Agreement will be made at the official
A RE. rate of exchange generally applicable for ecommereial

purposes : —-

Major Accounis

{a) Exploration Expenditare Contro! Account,
{b) Development and Producing EIpﬂ;llt]ilUt'E {ontro] Account.
(c) Remnﬁing' Costs and Expenses Contro} Account,

(d) Cost Recovery Control Account.

ESSO shall be responsible for taking inventories at reasonable
intervals of materials assets and completed construction projects.
EGPC will have the right to be represented during sach invento.
ries. Without limiting the generality of the faregoing, ESSO
shall bear and pay the following costs and expenses which
shall be recovered in accordance with Article V of thie Agree.
ment.

1. Lobor Experses

All payment made or expenses incunred covering ESS50'%
ealarice and wages of personnel direcily engaged or assigned,
be it temporarily or continuonsly, in connection with the opera-
tons carried out under this Agreement, ineluding customary

employee benefits to the extent they are coverad by ESSO
catabliahed plans.
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Genergl and Admmistrative Expenses

2.1 Salaries and expenses of ESSO’s personnel in A.R.E.
gerving the operations hereunder whose time is not
allocated direetly to the respective projects and costs
of maintaining and operating in A.R.E. a general admi.
nistrative office for this operation and necessary sub-
office,

2.ﬁ ESS0 shell charge an administrative overhead for servi-

ves rendered outside AR.E. by ESSO and its affiliated ﬁ

companies for the operations conducted wunder this
Agreement which shall be at a rate of two and one-half
(21 ) percent of total expenditures less those expendi-

tures made in Egyptian currency.

The above percentage shall cover all administrative
overhead costs for ESSO, its Parent Company, or any
ESS0 affiliste which is responsible for directing, advis-
ing, and controlling operations under this Agreement.
Examples of types of costs incurred, which are covered
by the above percentage chargé are: (1) Executive -
Time of executive officers; {2} Treasury . Financial and
exchange problems; (3) Purchasing - Procuring mater
ials, equipment, and sapplies; (4) Management - direct-
ing, advising and controlling the entire project; (5)
Functional Departmenta such as legal, comptrollers snd

engineering which contribate
experience to the operation.

time, knowledge, and

3. Buildings

Bailding costs, maintenance and related costs and rents paid
im ARE. for all offices, houses, warehouses, and other type
buildings, including housing and recreational facilities for emp-
loyees, and cost of equipment, fumiture, fixtures and supplies
necessary for the operation of such buildings and facilities.

4. Material end Rengals

{a) Cost of equipment, machinery, materials, articles, supplics
and facilities purchased direetly for the operations ghall
be charged at the price paid by ESSO after deduction of
all discounts actually received. Price may include such
costs as export broker's fee, transportation charges, loading

and unloading fees and license fees associated with pro-
curentent of materials and equipment.

(5} Cost of rentals or amount paid for the use of any equip-
mext and facilities necessary in carrying out the aperations,
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3. Transportation

Transportation of any c:i:ltriﬂtn and AR.FE. employcea bet-
ween A.R.E, and other countries necessary for the operstiona
under this Agreement, tranaportation of egquipment, materials
and supplies between the US.A, and ARE. and other coun-
tries and A.R.E. necessary for the operations under this Agree-
ment, including costs of packing, brokerage, insurance and other
related costs,

6. Contract Services

The cost of contract service, contrast emplovees wnd utilities

procured from third parties,

7. Ingorance and Claims

Premium paid for insurance required to be carried for the
operations relating to ESS0's obligations conducted under this
Agreement, together with all expenditures reasonshly incumred
end paid in settlement of any and all losses, claima, damages,
judgments, and other expenses, including legal services not
recovered from insurance carrier. Any proceeds of such insu-
rance or cliim collected by ESSO ehall be credited ta the

coats and expenses under this Agreement

Il no insurance is camricd, all sctual expenditures incurred
and paid by ESSO in scttlement of any and all losees, elnims,
damages, judgments and expenses, including fees relating to
ESS0's obligations under this Agreement,

&8 Amortieation of Assels

The initial cost of all normally depreciable assets porehased
by ES80, moved to the Area or created in A.R.E. for opers
tiony in the Area shall be recovered a; costs and expenses at
a rate of twenty (20 %) percent per annum in the case of explors-
tion expenditures and at the rate of ten (10%) percent per
annumn in the case of development and producing expenditures,
beginning in the Calendar Year in which petroleum production
starts or in the Calendar Year in which the costs are incurred,
whichever is the later. Such recovery of costs and expenses
will be from the amount intended for recovery of costs and

expensee as provided in paragraph’ (a) of Article V of this
Agreamaent,
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g Technical Services

A fair rate for charges for technical services performed by
FSSO or ESSO’s Affiliated Companies for the benefit of the
operitions conducted under this Agreement, such a3 gas, water,
core and any other analyses and tests, provided such charges
hall not exceed those currently prevailing or performed by
outside technical service companies. Such rate shall not include
any administrative overhead for ESS0 EGPT INC. offices out-
side of A.R.E.

0. Otirer Expendifures

Any expenditure, other than expenditurea which are covered
and deslt with by the foregoing provisions, incurred by ESSO
for the necessary and proper conduct of its obligations wader

this Agresment, not including interest on any yoneys borrowed
for the operations.
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THE CHARTER OF THE JOINT COMPANY (“COMPANY"')
ARTICLE 1

CAPITAL OF THE COMPANY

The authorized capital of the “Company” jis LE 20,000
(twenty thoussnd Egyptian Pounds) divided inta 5000 (five

thousand) shares of common stock, having equal voting rights’

fully puid by EGPC and ESSO in the proportion of lifty per
cent (50%) of the sharey for each. |

EGPC and ESSO cach shall hold and own, throughout the
life of the "Company” one-half {/;) of the capital stock of
the “Company” provided that ouly in the event either party
tranafers in whole or in part its interest in the Agreement,
may such transfeiring parly transfer a stock interest in the
“Company”™ in proportion to the transferred interest in the

Agreement.
ARTICLE 2

LAWS AND EXEMPTIONS

The “Company’’ is subject to all laws snd regulations in
force in the AR.E. to the extent that such laws and regulationa
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are not inconsistent with the provisions of this Apgreement or
the Charter of the “Company” provided, however, that the

“Company”’ ghall in any case be exempted from the application
of the following :

1. Law No. 26 of 1954 on Cowmpanies, s amanded.

2. Law No. 141 of 1963 on Representation of EmPloyui
and Workers on the Board of Companies.

8. Presidential Decree No. 1203 of 1961, as amended on

Contrasts of Works of the Government, Publis Institu-
tions, and Semi-Governmental Company as amended.

4. Law No. 60 of 1971 an Public [nstitutions as amended.

5. Presidential Decree No. 61 of 1971 on the Staff Regula.

tions of Public Companies aa amended.
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ARTICLE 3

OWNERSHIP OF ASSETS AND PROPERTY

The “Company” shall not own any right, title, interest, or
estate in or under this Agreement or in any of the equipment |
or other property obtuined or used in connection therewith,
and shall not be obligated as a principal for the financing or
performance of any of the duties or obligations of either EGPC
or ESSO under the Agreement or the Charter of the “Com-
pany’.

Title of A:ssete for both EGPC and ESSO shall be in accor

dance with Article VI of this Agreement.

ARTICLE 4

INCOME AND EXPENDITURES

The “Company” shall receive and dishurse only the monies
contributed or advanced to it by ESSO. The “Company’ shall
not make any profit from any source and therefore, will not

have any formal financial statements.

ARTICLE 5

BOOKS AND RECORDS

The “Company” will keep books and records in the Arabic
and in the English languages.

ARTICLE 6
THE ADMINISTRATION OF THE COMPANY

L. The “"Company™ shall have a board of diréctors consisting
of eight members. Four members of A RE. nationality ehall
be designated by EGPC and the other four members of U.S.A
nationality shall be designated by ESS0. EGPC shall — at all |
times — designate the Chairman -of the Board, who shall alsa be
a Managing Dhrector. The General Manager, who shall also
be a Managiug Director, shall be designated by ESSO.

2. Meetings of the Board of Directors shall be valid if a
majonty of the Directors are present. Any decision taken
at such meetings must have the affirative vote of six (6) or

more -Dit*ectm-s, provided, however, that any Dircetor may be
represented and vote by proxy held by another Director,
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The Board of Directors of the “Company” shall ‘draw up and
spprove the regulations covering tha terms and couditions of
employment of the personnel of the “Company”. The Board
shall, in due course, drew up the By-Laws of the “Company”
and such By-Laws shell bo effectiva upon being upproved b]'
2 General Moeting of the sharcholdems,

3. General meetings of the sharcholders shall be valid if a
majority of the capital stock of the “Company'™ is represented
thereat. Decisions taken at such meetings must be approved

by the affirmative vote of shareholders owning or representing
« majority of the shares of the “Company”.

ARTICLE 7

THE DURATION OF THE COMPANY

The "Company’’ ghall come into existence without any fur
ther procedures within thirty (30) dayvs sfter the date of Com.
mercinl Discovery.

The duration”of the “Company” shall be equal to the dura-
tion of this Agreement, including any extension of the term
of this Agreement resulting {rom rencwal of the development
period in accordance with paragraph {c) of Article IIT of this
Agreement. The “Company” shall be wound up and liquida-

ted if this Agreement is terminated for any reason as provided
in this Agresment.
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ANNEX ~p~ ( 2 ) {.3"‘L'
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‘¢ference Paragraph (e) of Ariicle V of this Agreement : : l:il.ﬁ\:” wia e it 55U o a ) iAdl 3]sy

I. Casinghead gas procuced from the Area 1o the extent not sl ,__-_,l_._.L.‘ ,_; r.l;.:.._.’ht Y_, il ] (e C:'H ;;._,._.gjl _3\.': —_

sed in operations under this Agreement, may be (lared unless L ) |
.+ processing or utilizaiion thereof is escnowmis. ' leu‘ 4 Ctl.-'ﬂ; ":J':l’“ uf‘(l L. 'U'I_.Pl .,'pﬁ_ "@Lu'\ﬂ

2. With respect to gas in excess of gay which in the judge- il .__':_;LL.JL r'l.Jl S Al Ul U _ﬂ\ﬁj[;j[, Cplaz U) —y
sent of the Operatoe s required for use in operations, inelud: | .0 oo P I FIFY PO IS R B

a1g secondary recovery, should ESSO and EGPC consider that |
10 processing and utiiization of such excess Gas would be | W5 *‘[&L‘:‘Yb A S ujLu 5} dnn 3ol L

conomical and with to participate in the processing and utili. oA Gk CU:YHJ*'J-L: 329 4 o, L-.rll_, b sl
ation thereof, then ES"() ghall have the right to submit to ) T - -

.GPC n proposal for tlie construction and installation of faci-
ties for auch processing and utilization pursuant to the prin. -h_-J-Ll'l -Lp'l).iﬂ h.J- {rli.'.:')li_, AL aa d,.l TP A Py r Al

Ples set forth helow, and the implementation of ESSO's pro- | - .. R ORIE: S -
ples set for eiow, and the unplementation o § pro ml:’dnhhuﬁ,":"‘nt’f u_?"‘l”cllﬂic;.!dtiu"“t"[

osal ahall be subject to acceptance by EGPC and the conclu- “ 1 -
ion of contractual arrangements based thercon between EGPC g7 o o l‘:’ J‘i'ull“‘; ‘--'L“J‘ S eyl L-..-jli

ad ESSO paehydl A L]
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{(a) A gas development project would be undertakey only to I.'u, , L.,:l,.a_:il J‘;‘H sl ) deis LAl 1:_';7" C"-"L‘ fl""-( 1 )
the extent that it is economically viable, This would | . .
e ] gdpnn LAY g ealld Sy poa | gL
require a long termi gam export project undertaken as )L e I o d"',L Cony *
s joint vemture between EGPC and ESSO. ' L‘f“ E:;l‘ L"J_I:" "_JL::"I‘! « J"'! ”J
(b} As the Government would have the opportunily to review | s ols! b PP Lo L S Ctl"‘ i) (H-’)

the term of an export gas sales wgreement, taxes ghall . -
be levied on the basiy of the eontractual saleg Prics. G"“ JLUT U.L" Js ""'"-"" Sy ‘J-”(; e Jul o
. s skl

(c} Royalties should be based om wellhead value with an C"CUU' ¥ PR A pelod Jo 2ty Lldsd F(C)

allowsnea for reasonable returns on pipelines, LNG faci N I . ' '
Lities and other handling and processing facilitise. , Bl ke eAb B T e
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% I the eront, howorer, thet ESSO sonsiders that tho pro- | AN A 0 bl o 1ol # o, 5] 6 2 gy — ¥

essing snd utilization of such excess Gag is not economie, then D L] 3 del 050 Ke sl o E-'lii:ﬁ'lj

tGPC may choose to take and utilize such Gas, but on the - .
b 055 Y s 5 Lggie 0.5 1l Vi
anderstanding that EGPC shall not be lisble for payment to | 7% 2N ¥ du gl ol bygin 3,5 01 e L Cl"j‘-” 1
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