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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND LXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
~ AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

CONCCO HURGHADA INC., PLACID OIL COMPANY
FQYPT AND HISPANICA DI PETROLEGS S.A.
HISPANGIT)
N

(BLOCKS 31 AND 32)

EAST HURGHADA OFFSHORE AREA
SUFZ GULF BASIN

This agreement made and entered on this 27th day of
Aug. 1984, by and between the ARAB REPUBLIC OF

EGYPT (hercinafter referred to variously as “A.R.E.” or as
the “GOVERNMENT”’), the EGYPTIAN GENERAL PETROL-
EUM CORPORATIOM, a legal entity created by Law No. 167
of 1958 as amended (hereinafter referred to as “EGPC”) and
Conoco Hurghada Inc. (“«CONOCO”’), a company organized and
existing under the laws of the United States, Placid Cil Company
EGYPT («“PLACID™), a mmpaﬁy organized aud. existing under
the laws of the United States and Hispanica de Petroleos S.A.
(<“HISPANOIL"), a company organized and existing under the |
faws of Spain (hereinafter referred to collectively as «“CON-
TRACTOR).
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WITNESSETH

WHEREAS, all minerals including petroleum, existing in mines
and quarries . A.R.E., including the territorial waters, and in
the seabed subject to its jurisdiction and extending beyond the
territorial waters, are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession
tor the exploration, development and exploitation of petroleum in
and throughout the area referred to in Article II, and described in
Annex “A’’and shown approximately in Annex <B”’, (the <Area’’)
which ar. attached hereto and made part hereof ; and

WHEREAS, CONOCO, PLACID and HISPANOIL agree to
undertake their obligations provided hereinafter as a contractor

with respect to the exploration, development, production and
exploitation of petroleum in said Area ; and

~ WHEREAS, the GOVERNMENT desires hereby to erant
such CONCESSTON : and

WHEREAS, the Minister of Petrolewm pursuant to  the
provisions of Law No. 86 of 1956, may enter into a concession
agreement with EGPC, and with CONOCO, PLACID and HIS-
PANOIL as a contractor in the Area.

NOW, Therefore, the parties hereto 'agree as follows :

ARTICLE 1
DEFiNITIONS

(@) “Exploration™ shall include such geological, geophysical,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
‘holes, core holes, stratigraphic tests, holes for the discovery
“of Petroleum or the appraisal of Peiroleum discoveries and
other rclated holes and wells, and the purchase or acquisition
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of such supplies, materials and equipmzant therefor, all as may
be contained in the approved Work Programs and Budgets,
The verb “explore’” means the act of conducting exploration,

«Development”” shall includz, but not be limited to. all the
operations and activities pursuant to approved Work Programs.
and Budgets under this Agreement with respect to

(i) the drilling, plugging, deepening, side tracking, redrilling,.
completing, equipping of devetopment wells, the chang--
ing of the status of a well from Oil well to water weli,

and vice versa, and

(if) design. engineering, construction, installation, servicing:
and maintenance of equipment, lines, systems, facilities,
plants and related operations to produce and (}peraté:
said development wells,taking, saving, treating, handling,.
storing, flaring, transporting and delivering Petroleum,,
repressuring, recycling and other‘,set:endary TeCOVETY
projectz. and

(iify transportation, storage and any other work of activities-
necessary or ancillary to the activities specified m @)
and (11).

«“Petroleum’’ means liquid Crude Oil of various densities,.
asphalt, Gas. casinghead Gas and all other hydrocarbom
substances that may be found in, and produced, or otherwise:
obtained and saved from the Area under this Agreement, and
all substances that may be éxtracted therefrom.

L2

(d) “Liquid Crude Oil” or «Crude Oil” or «Oil” means any

hydrocarbon produced from the Area- which is in a Diqude
state at the wellhead or lease separators or which s extracted
from the Gas or casinghead Gas in a plant. Such term me--
ludes distillate and condensate.
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«(ias’’ 18 natural gas, both associated and non-associated, andi
all of its constituent elements produced from any well in the
Area and ail nonhydrocarbon substances therein. Said term
shall include residual gas.

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

gallons, liquid measure, corrected to, a temperature of sixty
degrees (60) Fahrenheit. |

“Commercial Well”” means the first well in any geological
feature which, after testing for a period of not more than
thirty (30} consecutive days where practical, but in any event
I accordance with sound and accepted mdustry production
practices and verified by EGPC, 1s found to be capable of
nroducing at the average rate of not less than 2,500 barrels
of Oil per day (BOPD). The date of discovery of a «“Comm-
ercial Well” is the date on whaich such wall has been combplet-
ed and tested according {0 the above.

(hy “A.R.E.” means ARAB REPUBLIC OF EGYPT,

(i) “Ffiective Date’” means the date on which the text of this.

()

agreement 1s signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant law is issued.

“Year’” or “Calendar Year’’ means a period of twelve (12)
months according to the Gregorian Calendar.

(k) <Financial Year” means the GOVERNMENT’s financial

yvear according to the laws and regulations of the A.R.E.

(f) “Tax Year’ means the period of twelve (12) months, accord-

ing 1o the laws and regulations of the A.R.E.

(m) An <Affiliated Company’” means a company or entity :
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(/) The share capital, conferring a majority of votes at
stockholders’ meetings of such company, of which is
owned directly or indirectly by a Party hereto :

(i/) Which 1s the owner circctly or indirectly of share capital
conferring a majority of voies at stockholders” meetings
of a party hereto ; or

(iii}) Whose share capital conferring a majority of votes at
stockholders’ meetings of such company and the share
capital conferring a majority of votes of sockholders’
meetings of a party hereio arc ovned directiv or indirectly
by the same company.

(1) <Exploration Block™ 1all mean an area, the corner poiats of
which have to be coiacident with X3 latitude and longitude
divisions according (o the i ~ierpational Grid System wnsic
possible or with the cxisting houndaries of the Area coverad
by this Cencestion Agreemariil as sel out in Ammex A,

(0} <Development Bleck’ shall mean an arca, the corper npoints
of which have to be ceincident with 17 X 1 [atitude and
longitude divisions according (o tie [atcrnational Giid System
where possible or with the existing boundaries of the Area
covered by this Concessicn Agreement as set Cut i1 Annex
“A’,

(p) “Development Lease(s)’ shall mean all or part of Develop-
meat Block or Biocks covering the geological structuie capable
of production, the corper points ol which have to be coincid-
ent with 17 X 17 latiizde and Jongitude divisions according
to the Inernitional Grid System where possibic or with the
cxisting boundaries of the Area covered by this Concession

Agreement as set out in Aunnex CAT
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ARTICLE 1l

ANNEXES TO THE AGREEMENT

Annex “A’ is a description of the Area covered and affec-
ted by this Agreement, hereinafter referred to as “the Area”,
subdivided into sub-area “A’’ and sub-area) “B”’. |

Annex B>’ is a provisional illustrative map on the scale
of 1:500,000 indicating the Avea covered and affected by this
Agreement and described in Annex A |

Annexes “C-1°" and «“C-2”" are forms of Letters of (Guara-
nty to be issued by the National Bank of Eeypt in Carro,
Feypt and to be submitted by CONTRACTOR one dav belore
the time of signuture of this Agreement by the Minister of Petro-
leum, for the sum of cighteen Million U.5. Dollars as to sub-
area “A” and nineteen Million US Dollars as to sub-area B,
guaranteeing the cxecufion of CONTRACTOR’s mnimum
Exploration obligations as to each such sub-area hereunder
for the first three Years of the Exploration period. Such
ouaranty shall remain effective for six (6) months after the
end of the said three-Year-period cxcept as it may be released
prior to that time in accordance with the terms hereot.

Annex <D’ is the form of a Charter of the Operating Com-
pany to be formed as provided for _Lg&Article VI hereof.

Annex’ “E” is the Accounting Procedure.

Annexes “A’7, «B’?, «C-177, «C-27, «)*’ and “BE7 to
this Agreement are hereby wmadc Dart hereof, and they shall
be considered as having gqual force and effect with tne provis-
tons of this Figreemﬁmt."” ' "
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ARTICLE 1l
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONOCO,
FLACID and HISPANOIL as ‘a contractor, subject to  the
ierms, covenaiits and condiiions set out 1in this Agreement,
whitch mnscfar =3 they are contrary to or incensistent with any
provisions of Law Ne. 66 of 1953, as amended, shall have the
force: of law, an exclusive cbncesgion n and to the Area descri-
ed m Annexes “A™ and «<B’. |

() 'The GOVERNMENT shall own and be entitled, as herein-
after provided, to a royalty in cash or in kind of ten (10)-
percent ot the total quantity of Petroleum produced and saved
‘fom the Area during the Development period, including
renewal,  Said royalty shall be borne and paid by EGPC
md shall not be the obligation of the CONTRACTOR.

fhe payment of royalties by EGPC shall not be deemed to
result in tncome attributable to the CONTRACTOR.

(b) An 1nittai Exploration period of three Years shall start
irom the Effective Date. Two successive extensions to
the inttial Exploration period, of one Year and one Year,
shall be granted to CONTRACTOR at its option upon ten
days prioi written notice to EGPC and subject conly to its
having fulfilled its obligations hereunder for the preceding
period. This Agreement shall be terminated if no Commercial
Discoverey 1s established by the end of the fifth Year
of the Exploration period. However, such period may
be extended at CONTRACTOR’s option for up to six
months to enable the completion of drilling and testing
of any well actually drilling or testing at the end of the
fitth Year of the Exploration period, but shall not exceed
s pericd by more than six months. The election by
BFGPC to undertake a sole risk venture under paragraph
(¢) immediately hereafter shall not extend the hxploratlon

pertod nor aflect the terminetion of the Agreement as to
CONTRACTOR.
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«Commercial Discovery” : After discovery of a Commercial
Well, CONTRACTOR shall, unless ‘otherwise ;agreed
upon by LEGPC and CONTRACTOR. :undertakm as part
of its Expioration program the appraisal of the discovery
by drilling one or more additional wells, to determine
whether such discovery is worthy of being developed com-
mercially, taking into consideration the recoverable res-
erves, production, pipeline and terminal facilities required,
estimated Crude Oil prices, and all other relevant technical

and economic factors.

A Commercial Discovery may consist of one producing
reservoir or a group of producing reservoirs which after
appraisal is worthy of Dbeing developed commercially.
CONTRACTOR  shall give notice ol a Coramercial
Discovery to EGPC immediately after the discovery is const-
dared bv CONTRACTCR to be worthy of commercial
development, but 1w any event noi later than the
comnletion of the secoud «gxploration” apraisal - well,
or twelve (12) months foliowing the daie of the discovery
of the Ccmmercial Weil whichever is earliei; except that
the CONTRACTOR shzll also have the right 1o give such
notice of Commercial Discovery with respect to any
eservoir or reservoirs even if the well or wells thereon are
not “Commercial”’ within the definition of «Commercial
Well”’ if, in its opinion, a reservoir ora group of reservoirs
considered collectively, could be worthy of development.
Following receipt of such notice EGPC and CONTRACTOR
<hall meet and review all appropriate data with a ViEW
to mutnally asreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be

the date EGPC and CONTRACTOR mutually agree that
o Commercial Discovery exists. However, the approval

of EGPC should in no event be delayed by more than thirty
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39y days. Thereafter, CONTRACTOR shall have the
~ight to declare a Commercial Discover y and davelop ths
«ame under a Development Lease SlleLCt to Article 111 (d).

(" Crude Oil is discovered but 15 not deemed by CONTRA-
“TOR to be a Commercial Discovery under the above provi-
stons of this paragraph (c), EGPC shall have one (1) month
Jfter the expiratton of the period specified above within
which CONTRACTOR can give notice of Commercial
Discovery, or thirteen (13) months after the comnpletion
uf a well not considered a “Commercial Wel!”' have the
right, {followmg sixty (60) days notice 1m  writing to
CONTRACTOR at its sole cost, risk and expense, to
develop, produce and dispose of all Crude Oil from the
seological feature on which the well has been drilled. Said
notice shall state the specific area covering said geological
icature to be developed, the wells to be drfled, the
production facilities to bz installed and EGPC's estimated
cost hereof.,  Within thirty (30) days after receipt of said
arottce CONTRACTOR may, in writing, elect to develop
such area as provided for mn the case of Cc, m wercial Discovery
hereundey.  in such cvont all ferms t’nu A gresment

ol contimue o apply 1ot spe;iiif:d amm

£ CONTEACTOR elects not to develop such area, the

specific area covering said geological feature shali be set
aside fer sole risk operations by EGPC, and EGPC shall

e entitled to perform, or mn the event O,peraung Company
referred 0 1n Article V1 has come into existence, 1o have
Operating Company  perform, such operatiens for it
i EGPU's sole cost, msk and expemse.

VWwhen EGPL fias recoverad {vom the Cuarde Odl proda:z:

vom such spacdic area a gu2atity o Crudzx Oid egual 1a
vilue to taree hundred (300) percont o €32 costt has mour-
el 1 CArrying oul thz solz risk opezrations, CONTRAC-
TOR shail have the oplion, oaly 1a tuz ev>at there has

sezn a separate Comvqazraiz!l Discovery, to share in

b e
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further Development and production of that specific arca
upon paying EGPC one hundred (100) percent of such costs
incurred by EGPC: Such one hundred (100) percent pay-
ment shall be recovered by CONTRACTOR from Cost
Recovery Crude O1l in the normal manner for the recovery
of expenses under Article VII (a). Immediately following
such payment the specific area shall either (i) revert to ihe
status of an ordinary Development Lease under this Agre-
ement and thereafter shall be operated n accordance with
the terms hereot; or (it} alternatively, 1p the event that
at such time EGPC or its Affillated Company is conduc-
ting all Development operations in the Area at its sole
expense and EGPC elects to continue operating, the Area
shall remain set aside and CONTRACTOR shall only be
entitled to its production sharing percentage of the Crude
Oil" as specified 1n Article VII (b) below. The sole risk
Crude Oii shall be valued in the manner provided in Para-
graph (c) of Article VII. TIn the event of anv termination
of this Agreement under the provisions of palagraph (b)
above, this Agreement shall, however. continue to appl;
to EGPC’s operation of any sole tisk venture hereunder,
although such Agreement shall have been terminated with
respect to CONTRACTOR, pursuant to the provisions
of said paragraph (b) above.

(d}) The Development period shall be twenty (20) years from
the date of the issuance of the first Development Lease.
This pertod may be renewed for an additional period of
five (5) years at the option of CONTRACTOR wupon six
(6) months prior written notice to EGPC. Following
Commercial Discovery, the extent of the whele area capable
of production to be covered by Development Lease or
Leases shall be mutually agreed upon by EGPC and CON-
TRACTOR and be subject to the avproval of the Minister
of Petroleum. Such arez shall then be converted autom-
atically mto a Devclopment Leuase or Leases without the
iSsuance o1 any additional lcsal instrument or permis-
sion. bevelopment operations thereafter shall be started
promptly pv Operating Company and be conducted in
accordance with good oil field practices and accepted Petrol-
eun enguneering principles, until the field is considered to
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pe fully deveioped. In the event no commercial produc-
tion of Petroleum in regular shipments is established in any
Development Block within four Years from the date of the
approval of the Minister of Petroleum referred to here-
inabove, such Development Block shnall immediately be
surrendered unless otherwise agreed upon by EGPC.

{(¢) CONTRACTOR sheli bear and pay all the costs and exp-
enses required in carrymng out the operaticns under this
Agreement, but such costs and expenses shall not include
any interest on investmenf, and CONTRACTOR shall
Jook only to the Peircleum to which it is entitied under
this Agreement te recover Suci costs and expens2s. Such
costs and expenses shall be recoverable as ‘)L‘C&"t?;dﬂd in
Article VII. During the term of this Agreemen! and its ren-
ewal, the total production aciveved 1n the conduct of such
operations shall e divided belwecn EGPC aad CONTR-
ACTOFR 1 accordance with the provisions of Articie VI

(f) (1) CONTRACTOR shall be subject to the laws in force
m the AR.E., and the potitical subdivisions thereof,
which impose taxes on or are measured Dy income
or proiits, including those laws imposing the comm-
ercial and mdustrial profits tax, municipal tax, defense
tax and national security tax on income and dividends
paid with respect to shareholders (hercinafter referred
to as “A.R.E. Income Taxes’), and, except as othe-
rwise provided in this Agreement, shall comply with
the requirements of such laws with respect to the
ﬁ]m? of returns, the assessment of tax, and the keep-
mg {or review: by authorized persons of bocks and
records.
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(2)

Any A.R.E. Income Taxes, as described above, which
may be levied against CONTRACTOR's share.

holders as a result of CONTRACTOR’s activities

under this Agrecment, shall be the responsibility of
EGPC.

It is expressly agreed and acknowledged that EGPC’
share of the volume of Crude Qil, as determined under
Article VII. includes a volume of Crude Oil io meet
the CONTRACTOR’s A.R.E. Income Taxes as desc.
ribed above in this paragraph (f) (1). EGPC agrees
that proceeds from such Crude Oil volumes will be used
to meet CONTRACTOR’s Income Tax liability in

A.R.E., as and whern due.

For purposes of applying paragraph (f) (1) of this Ar-
ticle, the total taxable income of CONTRACTOR m
respect of any Tax Year shail be an amount calculated

as follows -
() The total of the sums received by CONTRACTOR

from the sale or -other disposition of all Crude
oil acquired by CONTRACTOR pursuant to

Article VI1I, paragraphs (a) and (b) ;

LESS

(&) The costs and eipenées of CONTRACTOR
which are allowed to be recoversd 1a ths lax
Year under paragraph (a) of Acticle VIL ;

and

(b)  The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and sevarately disposed of by CO-
NTRACTOR pursuant to Article Vil, parag-

raph (@) (2) ;
PLUS

(i) An amount equal to CONTRACTOR’s A.R.E.
[ncome Taxes.
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(3) EGPC shall assume, pay and discharge, on behalf of

CONTRACTOR, CONTRACTOR’s A.R.E. Income
Taxes, out of the sums received by EGPC from the

sale or other disposition of EGPC’s share of the'
Crude Oil. ~

(4) EGPC will furnish to CONTRACTOR the propeg
officiai receipt evidencing the payment of CONTRAc_
TOR’s A.R.E. Income Taxes, within sixty (60) dayg
followmg the receipt by EGPC of CONT RACTOR 8
tax declaration for the preceding Tax Year. Such
receipts shall be issued by the proper Tax Authoritieg
and shall state the amount and other partxculars Clis-

tomary for such receipts.

(g) In calculating its A.R.E. Income Taxes, EGPC shall be
entitled to deduct royalties paid by EGPC to the GOV.-

ERNMENT and the A.R.E. Income Taxes of CONTR-
ACTOR paid by EGPC on CONTRACTOR'’s behalf.

ARTICLE [IV

WORK PROGRAM AND EXPENDITUKRES DURING
EXPLORATION PERIOD

(@) CONTRACTOR shall commence Exploration operations he-
reunder not later than six (6) months after the Effective Date,
Not later than the end of the eighteenth month atter the
Effective Date, CONTRACTOR shall start Exploration
drilling in the Area, with a commitment of drilling five wells
during the initial Exploration period. EGPC shall make
availlable for CONTRACTOR’s use all seismic, well and
other Exploration data in EGPC’s possession, with respect
to the Area. Of such aforementioned five wells, CON-
TRACTOR shall drill two on sub-area <A’”’, two on sub-
Area *“B’’ and one on either sub-area “A?’ or sub-area
“B”°, as determined by CONTRACTOR,
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() The initial Exploration period shall be three Years. CO-
NTRACTOR may extend this' initial Exploration period
for two additional periods of one Year each, respectively,
in accordance with Article III (b), upon ten (10) days prior
written notice to EGPC, subject to CONTRACTOR
having satisfied the expenditure obligation and minimum
drilling obligation for the then current period.

CONTRACTOR shall spend a minimum of eighteen million
US Dollars on sub-area “A’’ and nineteen million US Do-
lars on sub-area “B’’ in carrying out Exploration operations
and activities related thereto during the initial three Year
Exploration period ; provided that such Exploration opera-
tions shall include the drilling of five wells as set out in
paragraph (a) above. For the first one-Year period that
CONTRACTOR elects to extend beyond the isdal Exp-
loration period, CONTRACTOR shall spend a minimum
of eight million US Dollars in sub-area <A, and a mi-
nimum of nine million US Dollars in sub-area “B’’ on Exp-
loration operations and activities related thereto ; during
such extensions CONTRACTOR shall drill one addi-
ional well in sub-area “A’” and one additional well
:n sub-area “B’’. For the second one- Year period that
CONTRACTOR elects to extend beyond the initial Explor-
ation period, CONTRACTOR shall spend a minimum of
cight million US Dollars in sub-area “A’’ and a minimum
of nine million US Dollars in sub-area “B”’ on Exploration
operations and activities related thereto ; during such
extensions CONTRACTOR shall drill one additional well
in sub-area “A”’ and one additional well in sub-area <“B’’.
Should a deficiency in meeting the minimum monetary obl-
igations set forth above exist as to either sub - area “A™
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or sub..-area “B”’ at the end of the inttial three Year Explo-
ration period, CONTRACTOR shall be permitted to re-
allocate all or a pertion of the cost of the fifth well to be
drilled in the Area between sub-area “A’ and sub-asea

«“B>’ to the extent necessary to alleviate such deficiency.

Should CONTRACTOR spend more than the minimum
amounts required to be expended or drill more wells than
are required to be drilled during the initial three-Year
Exploration period, or during any perrod thereafter as to sub-
area “A’’ or sub-area “B”’, the excess may be subtracted
from the minimum amount of money required to be exp-
ended or number of wells required to be drilled by CON-
TRACTOR durmg any succeedmg Exploration period or
periods as to sub-area “A’’ or sub-area “B’’, as the case
may be, and to this extent such work commitment obligat-
ions shall be deemed to have been satisfied.

In case CONTRACTOR surrenders its Exploration obli-
gations in this Agreement, as set forth above, before or at
the end of the third Year of the initial period, having exp-
ended on Exploration operations and’ activities related th-
ereto less than the eighteen million US. DoTIars on sub-
area ,“A” and nineteen ‘million US Dollars on sub-ara
“B”’, an amount equal to the difference between the said
eighteen. million US Dollars with respeet to sub-ara <A’
and/or mneteen rmlhon US Dollars with respecl; t(} sub—are&

-— y —_— - -

tles in" the: apphcabfe sub -area shall be pald by CONTR-'
ACTOR to EGPC at the time of surrendering, or within

three (3) months following the end of ‘Year three of the
IIlltlal Exploratlon period, as the case may be. Any ex-
penchture deficienicy by CONTRACTOR at the end of any-
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additional period, for the reasons above - noted, with resp-
ect to either sub-area “A’" or sub-area “B”, shall stmilarly
result in a payment by CONTRACTOR to EGPC of such
deficiency. Provided this Agreement s still i force as to
COMTRACTOR, CONTRACTOR snall be entitled to
recover ony such pavments as  Exploration cxpendituies
in the manner provided for under Article V11, in the event
of commercial proauciion

Without prejudice to Articie HI (b), 1 case no Commercial
Discovery is established by the cnd of the fifth Year, or in
case CONTRACTOK sunenders its Exploration obhgat-
ions under this Agreciment prior to such time, EGPC shali
not bear anyv of the aforesaid expense spent by CONTRAC-
TOR.

At least four (4) months pricr to the beginning of each
Financial Year, or at such other times as may rautualiy be
agreed to by EGPC and CONTRACTOR, CONTRACTOR
S} all prenare an Exploration York Program and Budgst
for LIE: Arca, setting forth tae Exnloration operations vwiich
CONTRACTOR pronoses to carry out during the onsuing
Year. During ine P_,M‘w“‘-i‘{’ltl()n narod, such WOTK ‘*i*rwra,m
nd S3udget shall be at feast sumficient to sa mf) TN A-
CTOR s mintmum oxpenditure obhigations joo Lie potd od |

covers, taking into account any credits for excess ex pen

ditures by CONTRACTOR 1in prior dxploration pertod (s).

The Exploration Work Il"*r'czigr'lm anc sudget shall be reviewed
by o 1oint cominitice to Ue estabushed by EGPC and CONT-
RACTOR after the Bffective Date of this Agrecment. This
Commiticz, bereinafter referred to as the “Exploration
Advisery ¢ oxhnﬁttpe”, shall consist of six {0) mewmibers,

three (3) of whom shall ‘oh appomted by EGPC and three

(3) by CJ"P\ILQfaC’[O:{ The Chamrman of the J,:xplcm,tm}t
“.dwsoly Committee  shall  be  designated by EGP
from among tha members apnomted by it. The E){plf)r—-
ation Advisor v Committee shail review and give such advice
as 1i Goams appropriate with respect to the proposed work

e s
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Program and Budget. Following review by the Explor-
ation Advisory Committee, CONTFTRACTOR shall make
suck revisions as CONTRACEOR. deems appropriate and
submit the Exnloration Work Program and Budget to EGPC
for its approvat. Fellowing such approval, it 1s further
agreed that -

(i) CONTRACTOR shall mot substantially revise or mo-
dify said Work Program and Budget nor reduce the
approved budgeted expenditure witliout the approval
of EGPC.

(ii) In the event of emmerpemcies imvolving dangetr of loss
of lives or property, CONTRACTOR may expend
such additional unbudgeted amounts as may be required
to alleviate such danger. Such expenditure shall be cons-
idered in all respects as Exploration expenditure and
shall be recovered pursuamt to the provisions af Article
VIl hereof.

(d) CONTRACTOR shalt advance all neccssary funds for all

mateiials, equipment,supplies, personnel administration, and
operations pursuant to the Exploration Work Program and
Budget, and EGPC shalt not be responsible to bear or repay
any of the aforesaid costs.

CONTRACTOR shall be responsibie for the preparation
and performance of the Exploration Work Program, which
shall be implemented in a workmanlike manner and consis-
tent witke good industry practices.

Except as is appropriate for the processing of data and
laboratory, specialized engineering, and development studies
thereon, all of which may be made in specialized cen-
ters outside the A.R.E., all geological and geophysicai
studies, as well as any other studies related to the perfor-
mance of this Agreement, shall be made in the A.R.E.
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CONTRACTOR shall entrust the management of Explor-
ation operations in the A.R.E. to its technically competent
General Manager and Deputy General Manager. The
names of such Manager and Deputy General Manager shall,
upon appointment, be forthwith notified to the GOVER-
NMENT and to EGPC. The Gerenal Manager and, in his
absence, the Deputy General Manager shall be entrusted
by CONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given to them by
the GOVERNMENT or its representative under the terms
of this Agreement. All lawful regulations issued or here-
after to be issued which are applicable hereunder and not
in conflict with this Agreement shall apply to CONTRAC-

TOR

(f) CONTRACTOR shall supply EGPC, within thirty (30)
days from the end of each calendar quarter, with a Statement
of Exploration Activity showing costs incurred by CONT-
RACTOR during such guarter. Contractor’s records and
necessary supporting documents shall be avaijlable for
inspection by EGPC at any time during regular working
houss for three (3) months from the date of receiving each
Statement.

Within the three {3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR in writing

if it considers ¢
(i) - that the record of costs 1s not correct ;

(i) that the costs of goods or services supplied are not in
line with the international market prices for goods or
services of similar quality supplied on similar terms
prevailing at the time such goods or services were
supplied, provided however, that purchases made and
services performed within A.R.E. shall be subject to
Article XXV

(iii) that the condition of the materials furnished Dy CO-
NTRACTOR does not tally with their prices ; or

(iv) that the costs incurred are not reasonably required tor
operations in accordance with generally accepted oll
field practices.

.o, B
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CONTRACTOR shall confer with EGPC in connection
with the problems thus presented, and the parties shall at-
tempt to reach a settlement which is mutually satisfactory,
If, within the time limit of the three 73) month pertod pro-

vided for in this paragraph, EGPC has not advised CONT-
TRACTOR of its objections to any Statement, such St-

atement shall be considered as approved.

If within the time limit of three (3) months EGPC has adv-
issd CONTRACTOR of 1ts objections to any Statement,
then CONTRACTOR shall confer with EGPC in connec-
tion with the problem thus presenfed, and the parties shall
attempt to reach a final settlement thereto

(g) CONTRACTOR shall supply ali funds necessary for its

()

operations in A.R.E. under this Agreement 1n freely conv-
ertible currency from abroad. CONTRACTOR shail have
the right to buy Egyptian currency whenever required, and
the conversion shall be made at the local Egyptian banks
in the A.R.E. according to the Official A R.E. Rate of
Exchange.

EGPC is authonzed to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement, against receiving from CONTRACTCR an &g
ivalent amount of US Dollars at such rate of exchangé
such dollars to be deposited 1n an EGPC account abOl‘ad
with a correspondent bank of the Nationa! Bank of Egypt
Cairo. Withdrawals from said account shall be used fof
financing EGPC’s and its affiliated tforeign currency ¢
quirements, in accordance with their approved budgels.
~nd subject to tii~ approval of the Minister of Potroie Ul
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ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISH-
MENTS

3
MANDATORY RELINQUISHMENTS : At the end of

the third Year after the Effective Date hereof, CONTRACTOR
shall relinquish to the GOVERNMENT a total of twenty-five

percent, in Exploration Blocks, of the ornginal Area.

At the end of the fourth Year atter the Effective Date hereof,
CONTRACTOR shall relinquish an additional twenty-five per-
cent, m Explorction Blocks, of the original Area.

Withrout prejudice to Article 1T and X X!, at the end ni the
fifth Year of the Lxploration period, CONTRACTOR shalt
relinguish the remainder of the original Area ot then conver-
ted to a Development Lease or Leases, Nothing 1n this Agree-
ment shall mean that CONTRACTOR is required to relinguish

any Block orv Blocks, or part thereof, which contains a Develo-
pment [ease or leases.

YOLUNTARZY RELINQUISHMENT :- CONTRACTOR
may, voluntarily, during any period, relinquish ail or any part
of the Area, in Exploration Blocks, provided that at the time
of such voluntary relinquishment its financial obligations for

Exploration expenditures under Article IV, paragraph (b), have
been satisfied for such period.

Any relinguishments hereunder shall be credited toward

~mandatory provisions of the above paragraph.
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ARTICLE V¥ _
OPERATIONS AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discovery, EGPC and CONTRACFOR
shall form: in the A .R.E. an Operating Company whick shall
be called East Hurghada Petroleum Company, heremnafter
referred to as "HURPETCO™, or as Operatiig Company.
HURPETCO shall be subject to the laws and regulatrons
in force in the A.R.E., to the extent that such laws and
regulatrions arc not inconsistent with the provistons of this
Agreement eor the charter of HURPETCO.

However, HURPETCO and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the followng
laws and regulations, as now or hereafter amended or siub-
stituted :

— Law No. 159 of 198! promulgating the law on
joint stock compantes, partnership limited by share
companics, and limited liability companies.

-— FEaw No. [41 of 1963, on the formation of boards of
directors at private companies, societies and, corpor-

attons, and on the manner of workers’ reprcsentatlon
thereon.

— Law No. 97 of 1983, promalgating law concerning
public sector’s corporat'i'ons and companies ;

— Law No. 97 of 1976 organizing dealings 1n foreign
carrencies ;

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

"

(b) The Charter of HURPETCQ is hereto attached as Annex
«“D*. Within thirty (30) days after the date of Commercial
Discovery, the Charter shali take effect and Operating
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Company shall automatically come into existence, without
any further procedures.

(c) Within ninety (90) days after the date Operating Company
comes into existence in accordance with paragraph (b)
above, it shall prepare a development Work Program and
Budget for the remainder of the Year in which the Com-
mercial Discovery is made ; and not later than four months
before the end of the current Financial Year (or such other

date as may be agreed upon) and four months preceding
the commencement of each succeeding Financial Year there-

after (or such other date as may be agreed upon) Operating
Company shall prepare an annual Production Schedule
and Work Program and Budget for the succeeding Financial
Year. The Production Schedule and Work Program and
Budget shall be submitted to the Board of Directors for
approval and to be finally approved by EGPC.

{d) Not later than the twentieth (20t/) day of each month,
Operating Company shall furnish to CONTRACTOR a
written estimate of its total cash requirements for expendi-
tures for the first half and the second half of the succeeding
month, expressed in US Dollars, having regard to the appro-
ved Budget. Such estimate shall take into consideration
any cash expected to be on hand at month’s end.

Payment for the appropriate period ot such month shall
be made to the correspondent bank designated in para-

graph (e) below, on the first day and fifteenth day of such
month respectively, or the next following business day, it
such day is not a business day.

(¢) Operating Company is authorized to keep atits own disposal
abroad in an account opened with a correspondent bank
of the National Bank of Egypt, Cairo, the foreign funds
advanced - by CONTRACTOR, Withdrawals from said
account shail be used for payment for goods and services
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acquired abroad and for transferring to a local bank in.
the A.R.E. the required amounts to meet expenditures iy
Egyptian Pounds, for Operating Company in connectiop
with its activities under this Agreement.

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

that account and the balance outstanding at the end of
the Year.

(/) If and for as long during the period of production operati-

ons there exists an excess capacity in facilities which cannof
during the period of such excess be used by the Operating
Company, the CONTRACTOR will consuit with EGPC
to find a mutually agreed formuia whercby EGPC may use
the excess capacity if it so desires without any unreasonable

financial, or operational disadvantage or hindrance to the
CONTRACTOR. -

(8) Operating Company shali supply promptly to EGPC andf
or CONTRACTOR, ail information, reports, and data.

which EGPC and/or CCNTRACTOR may require for thelir
respective internal reporting systems. -

. ARTICLE v

0 g

RECOVERY OF COSTS AND EXPENSES AND PRODUC-
- TION SHARING

(@) (1) Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,!
CONTRACTOR shall recover the costs and expenses
wcurred and paid for in respect of ail the Exploratios,
Development and related operating expenses undef
this Agreement to the extent and out of forty perceﬂf‘f-

quarterly of all Crude Oil produce. and saved herev: der

-,
3
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(and not used in Petroleum operations) from Develo.
pment [eases located within the same sub-area, a;
such costs and expenses were incurred. Costs uangd
expenses incurred in operations in one sub-area shall
not be recovered from Development Leases located in
another suab-area. Such Crude Oi1l 1s heremafter
referred to as <«Cost Recovery Crude O1l”.

For all Exploratior., - Development and procuction
hereunder, such cosis and expenses shall be recovered
from Cost Recovery Crude Oil in the folowing manner :

(i) All Operating Bxpenses incurred after nital
Commercial Production, which for the purposes
of this Agreement shall mean the date on vhich
the first regular shipment is made, shall be
recoverable either in the Tax Year in which such
‘costs and expenses are incurred and paid or tae
Tax Year in which initial Commercial Production
occurs, whichever is the later date,

(ii) Exploration Expenditures, including those actu-
mulated pricr to the commencement of initial
Commercial Production, which for the purposes
of thic  Agreement shall mean the date on which
the firet regular shipment is made, shall be reco-
verable at the rate of 20 percent per annum, starting
cither n the Tax Year in which expenditures are
incurred and paid, or the Tax Year in which -
tial Commercial Production commences, which-
ever 1s the {ater date,

(iif) Deve:oomenii Expenditures, inciuding those accu-
nmulated prior to the comimencement of initial
Comniercial Production, shall be recoverable al
the rate of 20 percent per annum starting in the
Tax Year m which such expenditures are incurtred
and paid, or the Tax Year in which initial Com-
mercial Production commences, whichever is the
later date.

(iv) To the extent thii in 2 Tax Yea:, costs, expenses
or expenditures recoverable per paragraphs (1),
(1) and (11) preceding, exceed the valuc of all
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Cost Recovery 'Crude Oil for such Tax Year,
the excess shall be carried forward for recovery
In the next succeeding Tax Year or Years untj]
fully recovered, but in no case after the termina.
tion of the Agreement, as to CONTRACTOR,

(v) For the purpose of determining the classificatiog
of all costs, expenses and expenditures for thejr
recovery, the following terms shall apply

1. <“Exploration Expenditures’® shall mean af
costs and expenses for Exploration.

2. “PDevelopment Expenditures” shall mean all
costs and expenses for Development with the
exception of Operating Expenses.

3. “Operating Expenses’’ shall mean all costss
expenses and expenditures made after initiaf
Commercial Production, which costs, expe-
nses and expenditures are not normally de-
preciable. However, Operating Expenses
shall 1nciude workover, repair and mainten-
ance of assets, but shall not include any of the
following : side-tracking, redrilling and
changing of the status of a well from
O1l well to water well and vice versa, replace-
ment of assets or a part of an asset, major
overhauling that extends the life of the asset,
aaditions, improvements and renewals.

(vi) It 1s understood and agreed upon that the recovery
of costs and expenses, as based upon the rates
referred to above, shall be allocated to each quar®.
ter proportionately (one fourth to each quarter):- ;
However, any recoverable costs and GKPGM ;
not recovered in ome quarter, as thus allocm
shall be carried forward for Tecovery into ﬂ? f
next quarter (s).
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(2) CONTRACTOR shall each quarter take and separately

(3)

dispose of all Cost Recovery Crude Oil produced, except
as provided in sub-paragraph (a) (3) below of thig
Article VII, plus its share of the balance of the Crude
Oil, as stipulated in paragraph (b) below of this Article
VII. To the extent that the value of the Cost Recovery
Crude Oil (as determined in sub-paragraph (c) below)
exceeds the actual recoverable costs and expenditures,
including any carryforward from paragraph (a) (1) (iv)
above, to be recovered in that quarter the value of such
excess Cost Recovery Crude Oil actually taken and

separately disposed of by CONTRACTOR shall be
paid by CONTRACTOR to EGPC in the manner set
forth in Article IV of the Accounting Procedure con-

tained in Annex “E’ and CONTRACTOR shall be
deemed to have purchased such excess Cost Recovery

Crude Oil.

Ninety (90) days prior to the commencement of each
Year EGPC shall be entitled to elect by notice in wri-
ting to CONTRACTOR to take delivery in kind,

F.O.B. export terminal or other agreed delivery point,
of up to 50 percent of any excess Cost Recovery Crude

Qil for that Year, and thereby reduce the amount to
be purchased by CONTRACTOR in the same percen-

tage amount.

¢h) Production Sharing :

The remaining sixty percent of the Crude Oil produced from
Development Leases located within each sub-area shall
be taken and disposed of separately by EGPC and
CONTRACTOR, according to the following incremental

scale.

Production of Crude O1l from sub-area <A’’ and

sub-area ““B’’ shall be totaled separately and each such total
used to determine the disposition of Crude Oil produced
from the sub-area from which such total was derived:
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The remaining Crude O1l produced

and saved under this Agreement and | -
not used in Petroleum operationson | EGPC [CONTRACTOR

the sub-area in questicn in hrarrels | Share 9/ Share %,
per day (BOPD) (monthly average) i

. — —— — [ ] - ' - e

———— — — =

3l

That portion up to 16,000 BOPD = 80 20

That portion in excess of 16,000 !
BOPD and up to 40,000 BOPD 83 17

Pl ey o dy—

That portion in excess of 40, 340 .
BOPD ard up to 80,000 BOPD .85 .. 5

b pr—

That portion in excess of 80 000 -
BOPD | 88 2

(¢) (1) It is the intent of the Parties that the value of the Cost
Recovery Crude Oilshall reflect the prevailing market
price-for Crude Oil. For the purpose of evaluating the
-prevailing market value of the quantiy of Cost Reco:
very Clude Oil to mud] CONTRACTOR IS entitled
uereunder during each calendar semeater the wewhted
averagé price reahzed for compérrable quantmes on
comparable credit tefms-in fredly convertible currency
from F.O.B. point of export sales to non-Affiliated

Companies during such semester at armslength by

either 'EGPC or CONTRACTOR' under all Crude’
Qil sales contracts currently in effect, but excluding
Crude Oil spot sales not consistent with prevailing,
Tmarket prices for similar Crude Oil and also excludmgﬁ
Crude Oil sale: coatracts invo;- .ng barter, whi: 1ever
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is higher, shall oe used. CONTRACTOR shall nro-
viode EGPC with all relevant data concerning 1ts sales
of Crude Qil to permit EGPZ to determine the atorenien-
tioned weighted average price. 1t 1s understood that
‘0 the case of C.L¥. sales) anoropriate deductions snall
he made for transport and insurance charges to cai-
culate the £.0.B. point to export price ; and always
taking into account the apnropriate  adjustment  for
quality of Crude Oil, freight advantage or disadvantage -
of port of toading and otiier appropriate adjustments,
‘Nevertheless i CONTRACTOR  consiciers the value
of the Cost Recovery Crude Oil so determined not to
reflect the market conditions prevailing curng  the
calendar semester, CONTRACTOR and FiGPC shall
qeel and mutually agree upon the price. Ta such event
EGPC shall furnish CONTRACTOR with, ail relevant
data describing the basis for its calculation or the
aforementioned weighted average price.

(2) - 1t during any calendar semester there are 10 sucn sales
by EGPC or CONTRACTOR uncer Crude Ol salzs
contiacts currently in 2ffect, EGPC and CONTRAC
TOR shall meet and mutually agree upon the price
of Crude Oil to be used in deternunming fag value
mentioned 1a sub-paragrabn (<) (13 above. Pending
cuch mutual agreement the -~rice used snall be t2g last
nrice determined pursuant 1o sub-paragragh (o) (1)
or-under this sub-paragraph i< (2) whichever 1s ialer,
and appropriate adjustnent wiil be made thereto after
determination of a mutually agreed price by EGPC
and CONTRACTOR. |

i3 Operating Compauy shall prepare {noi less than ninety
(90) days prior to the beziniinz Of each calendar semester
following regular production) and fornish 1o writing to CON-
TRACTOR and EGPC aforecast setting out ine total quan-
ity of Crude Oil thar Operating company estimaies can
be produced, saved and transported hereunder during
<uch - calendar semester in accorgance with good o1l indusiry
practices.
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Operating Company shall endeavor to produce each calendr
cemester the forecast quantity. The Crude Oil shall be run
to storage tanks constructed, maintained and operated
sccording to  GOVERNMENT regulations, by Operating
Company, in which said Crude Oil shall be metered or
otherwisc measured for royalty, and the other purposes
required by this Agreement. o " '

(&) CONTRACTOR shall have the right and the obligation .
to separately take and dispose of currently all of the Crude
Oil to which it is entitled as is determined in accordance

with sub-paragraph (a) and (b) of this Article. Subject
to payment of sums due EGPC under Articles VII (a) (2)
and IX, CONTRACTOR shall have the right to retain
abroad all funds acquired by it abroad, including the
nroceeds from the sale of its share of Crude Oil exported.

( £ Ata reasonable time prior to the commencement of Com-

mercial Production, EGPC and CONTRACTOR shall meet
and agrec upon a procedure for scheduling tanker liftings
from the agreed upon point of export.

ARTICLE VIII
TITLE TO ASSETS

(q) EGPC shall become the owner of all assets acquired and
owned by CONTRACTOR In connection with the ‘opera- -

tions carried out by CONTRACTOR or Operating Com-
pany, in accordance with the following :

(1) Land shall becorne the property of EG-PC as soon a-s
it is purchased. - o | "

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

of each quarter.

(») During the term of this Agreement and the renewal pernod
EGPC, CONTRACTOR and Operating Company are
entitled to the full use of all fixed and movable assets in
connection with operations hereunder in (1) the Area and
(2) any other area approved by EGPC, and CONTRACTOR

and proper accounting adjustment shall be made. CONTRA-
CTOR and EGPC shall not dispose of the same except
with agreement of the other.

(¢) CONTRACTOR may {reely import into A.R.E., use there-
in and freely export at the end of such use, machinery and
equipment which it either remts or leases in accordance
with good industry practices.

ARTICLE IX
BONUSES

(@) CONTRACTOR shall pay to EGPC as a signature bonus the
sum of 5,850,000 U.S. Dollars, on the Effective Date. In
addition CONTRACTOR shall expend the sum of U.S.
Dollars 250,000 for the “Geology of Egypt Book Project’,
U.S. Dollars 250,000 for the ¢Sinai Peninsula Mofion.
Picture Project’” provided that CONTRACTOR shall
submit to EGPC the evidence of expending such sums

subject to auditing provisions hereto of the above two,
projects.

(b) With respect to each sub-area «A’” and “B’’, CONT-
RACTOR shall also pay to EGPC the additional sum of
five million U.S. Dollars as a production bonus when the
total average daily production for such sub-area first reaches



T i l— P el -2y el

6.&.4(-’.‘& rj.” (3 J‘"’AJ’ "{'C, +e s Jr-huu L’M Mja“ ‘1\.0..1.1&1 Lih._} q:nJA
(\o)'b_;wﬁ w (O L3 .JLLM.H ‘F.{_} 5 ‘L,“‘,..a E:L’% \.-f. ( +) ﬁw
' ' v B A Ly
B _;Y_QJ t_ﬁ)h (A) 4.4 o3 o y A8 L.sL.al \aLa 41..4.” Lmri J_g‘a.“ Cg.\i (_-;,.)
ly e At diill . of 50 e Aasll b ol Y
UAJ—-“ rb\:ﬂ tjm _Jn..nj_.a ‘}...! ledic ?-L..:‘ "L'?::J ((..___)) a
Jmmﬁ uﬁ.]l Q_,w,qps Os ese Jt—\;u 4.&_)4” -.O.Ia,.l‘ Sl CF ¢Jﬂ J}%’
.)‘-L..Jl i,.....l_g ﬁcLJ‘}.A CL.:! r__’q.':“ (\”i) u«;'}b‘ (5 ulc 'f‘j;;“ Lﬁs -
. c?.UB Jgr...: Lu_ﬂ_ ('qa) b_;-sﬁ" 4....-,.;;.5- Lg-\.a 3

=

e JY}Q C_J'\J:'/Ld (\#) arﬁj.‘-— .:_,.lé L.;.‘Lél Ln.l.:.a‘lia:gﬂ L..&_sj .Jj'l-ilu C.B-\i ( .J)
9 fl;JJ*zfu,-ﬂ" EELLU o JS G:;. *‘C’J‘tﬁd E..,\,e..-j.'i“ ;_..:L'Y_?H ..'.‘.Jl_’,y;_,;
12N e El::.s":!\ § gorme b gl Lo bovis -,-—-lf;;l doxtad (L)

' 2

.’jﬁ)" u\ﬁ_a._s a..ﬂ” a5 L \es oo L.-’ m'i.,.r.‘» ..J‘ 4.:11:.. |(_,\

°
(64 (j J‘—A.__-u...” i#..._.,,-.ij A .‘L_.:Jl_,:.-ﬂ :L-d| ("}-:_ ('f"") L{*:i,/l! {ﬂf.,.,--x.-.i ulp
¢ dJJ -‘u.‘ q’ A\@) e :L_,,.‘.-..-q.:;-

et 3,81 L Et‘;w of ri Rl C.‘.ﬂa B el J Al 5 g Y ( »)
e St o

*K:—‘)} \.a.B_j 4.n]:|..i‘ Nl e (_{,‘l ) L_H‘L..-.J‘ ;..:_;Lzul 15 La&l”:-.d()
C‘._m o6 ot (=) (v) 8oUb 3 50 0 &b sy a2l
L"ﬁlfy ‘_)L....uzcj‘ (_3 -L_:-_}! ]J n.‘*ﬁ d.:.'.*‘JmYI 4..'_9...,.‘..“ ‘1::-[.,-.4 e
s & Elall § < Jollt wyle 150 W) dasl) 551N s

.JL.._L\&E‘.MCJ) JMLUJQ_}Q}ELJYI
3, 5’.\11 ZEY et L Cg.\, O 52 4B oda e wadt  5)

C.& dﬂ:"" IZ..‘EJ‘ .__;'Y.&,-l\ A bul..::- (..f"lg \.&_94::-:# 4 4:;-“;5 M.Lr.ln J.CJ ;J‘



e ,am SN A IR N (57 1raL S o JRES OV R VOOV | WpN
S e T T

"‘-—F—Hﬂ-—_

the rate of 25,000 barrels per day for a neviod of thirty (30)

consecutive producmg days Pawnent wil be made within
fifteen (15) days 1‘1&reanter

(c) Withrespect to each sub-area <“A’" and <“B”’, CONTRACTOR
siall also pay to EGPC the additional sur of eight million
U.S. Dollars as a production bonus when the total average
daily production for such sub-area first reaches the rate of
50,000 barrels per day for a period of thirty (30) consecutive

pmducmg days. Payment will be made within fifteen (15).
days thereafter. ' | '

{d) With respect to each sub-area “A’’ and “B’’, CONTRA-

- CTOR shall also pay to. EGPC the additional sum of ten

million U.S. Doliars as a production bonus when the

total average daily production for such sub-arsa first reaches

the rate of 100,000 barrels. per day for a period of thirty

(30) consecutive producing dayvs. Payment will {be made
within fifteen (15) days thereafter.! o

(e) All the above mentfoned bonuses shall in no event be re-
covered nor amortized by CONTRACTOR/

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the soie risk provisions of jArticle IIT (c) het-
einabove, production from such sole risk area shall be con-
sidered for purposes of thus Articie IX oaly if CONTRA—
CTOR exercises its option to share in such production,
and only from the 1nitial date of sharing.}

(¢) It is the intent of this Article IX that CONTRACTOR shall"
pay the production bonuses set cut above for each sub-area
. as the average dailv production for each such sub-area,
totaled separately, first reaches the rates corresponding to the
production bonus for such rate.
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ARTICLE X

OFFiCE AND SERVICE OF NOTICE

CONTRACTOR shali maintain an office 1n A.R.E. at which
notices shall be validly served.

The General Manager and Deputy General Manager shail be
entrusted by CONTRACTOR with sufficient power to carry out
immediately all local written directions given. to him by the GOV-
ERNMENT or its representative under the terms of this Agree-
ment. All lawful regulations issued or hereafter to be issued which
are applicable hereunder and not in conflict with this Agreement
shall apply to the duties and activities of the General Manager and

Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are left at the office of the General Manager or which are
sent to him by registered mail to CONTRACTOR s office m A.R.E-

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

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF 1L.OSS

(@) Operating Company shall take all proper measures, acco:d-
ing to generally accepted methods in use in the oil industry to
prevent loss or waste of Petroleum above or under the ground
in any form during drilling, producing, gathering and distri-
buting or storage operations. The GOVYERNMENT has the
right to prevent any operation on any well that it might rea-
sonably expect would result m loss or damage to the well

or the O1l field.

(b) Upon completion of the drilling of a productive well, Ope-
rating Company shall inform the GOVERNMENT or 1ts

representative of the time when the well will be tested and
the production rate ascertained.
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(¢} Except ininstances where multiple producing formations in the .
same well can orly be produced economically through a single
tubing string, Petroleum shall not ke produced from multiple:
Oil-carrying zones threugh one string of tubing at the same
lime, except with the prior approval of the GOVERNMENT'

Or 1fs representative.

(Y Operating Company shall record data regarding the quantities
of Petroleum and water produced monthly from each De-
velopment Lease. Such data shall be sent to the GOVERN-
MENT or its representative on the special forms provided for
that purpose within thirty (30) days after it is obtained. Daily
or weekly statistics regarding the production from the Area
shall be available ai all reasonable times for examination by
authorized representatives of the GOVERNMENT.

(¢§ Daily drilling records and the grapbic logs of weils must shm;l
the quantity and typc, of cement and the amount of any other
materials used in the well for the purpose of protectmg |
Peiroieumn, Gas bearmg or Iresh water strata.

. Any substanual change of mechanical f“ondxtmns of the
well after its camp]cnon should be subject to the approvalof
the representative of the GOVERNMENT. '

ARTICLE X1
CUSTOMS EXEMPTIONS

(@) EGPC, CONTRACTOR, Operating Company and their
contractors and sub-contractors engaged in carrying on 0pera:ﬁ
tions under this Agreement shall be permitted to import and

- shall be exempted from customs duties, with respect to the
importation of machinery, equipment, vehicles, materials,

supplies, consumable items, foodstuffs, office stationary and
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(d)

(e)

supplies, furnishings and household effects for expatriateg:
spare parts for buses, trucksand other vehicles and machinery
and movable property when certified by responsible repre.
sentatives of EGPC, to be used solely in carrying on operations
under this Agreement. '

Each expatriate employee of CONTRACTOR. and Operating
Company and the said contractors and sub-contractors
shall be permitted to import and shall be exempted from ajj
customs duties with respect to the reasonable importation
of household goods, consumable items, foodstuffs ( within the
limits approved by Ministry of Petroleum) and personal effects
including one automobile, provided however, that such
properties are imported for the sole use of the employee and
his family and provided f urther, that no such property im.
ported by the employee shall be resold by him in the A.R.E
except m accordance with GOVERNMENT regulations,

The exemption provided in (a) of this Article shall not apply
to any mmported items when EGPC considers and shows that
items of the same or substantially the same kind and. quality
are manufactured locally and are available for purchase and
timely delivery in the A.R.E. at a price not higher than ten
(10) percent more than the cost of the imported item before.

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

Without prejudice to Article VILI, any of the items Imported
mto the A.R.E. cither exempted or not-exempted from custoins
duties, taxes or imposts under this Article may be exported by

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

Used but serviceable mazterial, equipment and goods resulting
from operations hereunder may be sold within the A.R.E.
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provided that the purchasers pay the applicable customs,
duties, taxes or imposts, 1 any, except if sold to EGPC or an

Amhated Company of EGPC.

. Material, equipment and goods so damaged or used as to be

non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap of junk . (-any such CONTR-
ACTOR’s appraisal being subject to EGPC approval and any
such Operating "Company’s anpralsal being subjzct to EGPCY

and- CONTRACTOR approval) may be so0ld as scrap or:
junk %_m__thout payment of customs duties, taxes or 1mposts.:

1n the event of such™sale under sub-parag raphs (e) and (3)
above, the proceeds from such sales shall be divided in the

following manner:

CONTRACTOR shall be entitled to reimbursement of its
unrecnvered cost, if any, in such materiai or equipmeut and.
the excess, if any, shall be paid to EGPC.

Customs Duties’”, as used herein, shall include all duties,
taxes,-imposts or any monies, ( except those charges paid to
the GOVERNMENT for actual services rendered), which are
payable as a result of the importation of the jtem or rtems
under consideration.

There shall be no licence required,and CONTRACTOR, EGPC

and their respective buyers shall be exempted t rom any duty,
tax, fee or any other financial impost in respect of the export of

Petroleum hercunder.

EGPC, CONTRACTOR, Operaung Company and their
contractors and sub-contractors engaged in this Agreement
for_the purposesjof this Article XI1 and without prejudice to’
the limits and restrictions laid down in Paragraphs (2) and (b}
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above, shall be exempted from Law No. 133 of 1981 promul-
sating the Law on Consumption Tax as now or hereafter
amended or substituted by any subsequent laws.

ARTICLE XHI

BOOKS OF ACCOUNT : ACCOUNTING
AND PAYMENTS

EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of
account, in accordance with the Accounting Procedure In
Annex <E’’ and accepted accounting practices generally 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 Petroleum
produced and saved hereunder. CONTRACTOR and
Operating Company shall keep their books ol account and
accounting records in United States Dollars. Operating
Company shall furnish to the GOVERNMENI orf its rep-
reséntative monthly returns showing the amount of Petroleurn
produced and saved hereunder. Such returns shall be prep-
ared in the form required by the GOVERNMEN]. or its
representative and shall be signed by the General Manager
or by the Deputy General Manager or a duly designated
deputy, and delivered to the GOVERNM ENT or its represent-

ative within thirty (30) days after the end of the month
covered in the return.

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

for inspection by duly authorized representatives of the
GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and LOSS
Statement for the Financial Year not later than three (3)-
months after the commencement of the following Financial

Vear to show its net profit or loss from the Petroleum opet-
ations under this Agreement for such Year.
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CONTRACTOR shall at the same ume submut a year-emnd
balance sheet for the same Financial Year to EGPC. The
balance Sheet and financial statements shall be certified by an
Egyptian certificd accounting firm accepted by EGPC.

ARTICLE Xw ,
RECORDS REPORTS AI\D IN‘GPECTION =

CONTRACTOR and/or Ope:ra:ung Q@mpany shall . plepdﬁ:f
and, at.all umes while this Agreem,m 1s in force, maintaix
accurate and current, recotds ¢f i1ts operauons in the Are
hereunder. CONTRACTOR and/or Operating Company
shall furnish the GOVERNMENT or its representative, ir
conformity with applicable regulations: or as the GOVERN-
MENT or 1ts representative may reasonably require nform-
ation and data concerning 1fs Onemimn% ander this Agre:f:
ment. Operatmg §0mpdm will pariorm. the functions iu-
dicated in thus Articte XIV in am:():;'d inee with their respective
role as specified in Aructe VI

CONTRACTOR andjor Operating Company shall save anéd
keep for a reasonable period of time a representative pori-
1on of each sample of cores and cutiings taken from drilling
wells, to be disposed of, or forwarded to the GOVERNMENT
or 1ts representative in the manner directed by the GOVERN:-
MENT. All samples acquired by CONTRACTOR and/or
Operating Company for its own purposes shall be considered
avallable for inspection at any reasonable time by the

GOVERNMENT or its representatives.

Unless otherwise agreed io by EGPC, in case of exporting
any rock samples outside A.R.E., samples equivalent in size

and quality shall, before such exportation, be delivered 1o
EGPC as representative of the GOVERNMENT.

Originals of records can only be exported with the permiss-
jon. of EGPC ; provided, however, that magnetic tapes and
any other data which must be processed or analyzed outside
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the A.R.E. may be exported if a monitor or a comparable
record, if available, 18 mamtained in A.R.E. and provided
that such exports shall be repatriated to A.R.E. immediately

upon . EGPC request on the understanding that they belong
to EGPC.

(¢) During the period CONTRACTOR 1is conducting the
Exploration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or employees
to have full and complete access to the Area at all reasonable
times with the right to observe the operations being conducted

and to inspect all assets, records and data kept by CONT-
RACTOR. EGPC’s representative, in exercising its rights

under the preceding sentence of this paragraph (e), shall not
interfere with CONTRACTOR’s operations. CONTRACT-
OR shall provide EGPC with copies of any and all data
(including, but not limited to, geological and geophysical
reports, logs and well surveys) information and interpretat-

1on of such data, and other mformatlon in CONTRACTOR s
possession. |

For the purpose of obtaming new offers, the GOVERNMENT
and/or EGPC may show any other parly geophysical an(

geological data (the age of which 1s not ]ess than one vear)
with. respect to the Awa f

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall be entirely and solely responsible in
law toward third parties for any damage caused by CONTRACT-
- OR’s Exploration operations under this Agreemenf and shall
indemnify the GOVERNMENT and/or EGPC against all damages

for which they may be held liable on account of any such operat-
0nS. _

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the Area covered by this Agreement and to
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the operations conducted. thereon. Such - representatives may.
examine the books, registers and records of EGPC, CONT-
RACTOR -and Operating Company and make a reasonable num-
ber of surveys, drawings and tests for the purpose of enforcing this
Agreement. They shall, for this purpose;, be entitled to- make
reasonable use of the machinery and instruments of CONTRA-
CTOR or Operating Company on the condition that no danger
ot impediment to the operations hereunder shall arise directly or
indirectly from such use.” The GOV ERNMENT shall indemnify
and reimburse CONTRACTOR or Operating Company for any

loss or damage which may in fact result loss or from any such use
of said machinery and instruments.

Such representatives shall be given reasonable assistance Dy the
agents and employees of CONTRACTOR or Operating Company
50 that none of the activities shail endanger or hinder the safety
or ethiciency of the operations. CONTRACTOR or Operating
Company shall offer such representatives ali privileges and facilit-
ies accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of
adequately furnished housing while they arve in the field for the
purpose of facilitating the obiectives of this Article XVI.

Anjf and all informatibn obtained by the GOVERNMENT or

1ts representatives under this Article XVI shall be kept confidential
with respect to the Area.

ARTICLE XVIi

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(@) Itis the desire of EGPC and CONTRACTOR that operations
hereunder be conductedin a business-like and ethicient manner.

1) The expatriate administrative professional and technic-
al personnel emploved by CONTRACTOR or Opera-
ting Company and the personuel of its contractors for
the conduct of the operations hereunder, shall be granted 4
residence as provided for in Law No. 89 of 1960 as
amended and M inisterial Order No. 9 of 1963 as amended,
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and CONTRACTOR agrees that all immigration, pass-
port, visa and employment regulations of the A.R.E.
shall be applicable to all alien employees of CONTR-
ACTOR working in the A.R.E.

(2) A minimum of twenty-five (25) percent of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by CON-
TRACTOR or Operating Company shall be paid monthly-
in Egyptian Currency. Opn final repatriation such
personnel shall have the right to remit abroad in U.S,
Dollars or other currencies the unused portion of
Egyptian Currency in excess of twenty-five (235) percent
of such personnel’s salary:

(b) CONTRACTOR and Operating Company shall each select
its employees and determine the number thereof, to be usd for

operations hereunder.

{6y CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for all its
AR.E. employees engaged in operations hereunder with
respect to applicable aspects of the petroleum industry.

CONTRACTOR and Operating Company undertake to
replace gradually their non-executive expatriate staffs by

qualified nationals as they are available.

(d) During the peciod when CONTRACTOR is conducting
Exploration, CONTRACTOR shall pay to EGPC the sum of
30,000 U.S. Dollars per each sub-area within 30 days follow-
ing the end of each Financial Year to finance the cost of
providing EGPC employees an opportunity to attend and
participate in oil and gas mdustey training programs relating
to marketing, accounting, finance or technical disciplines
useful to EGPC. All such payments shall be made with
respect 1o the preceding Financial Year and in the case of
a payment respecting a period comprising less than 365 days,

such payment shall be prorated accordingly.
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ARTICLE XVIIi
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject
o Law MNo. 66 of 1953 (excluding Article 37 thereof ) as
amended by Law No.86 of 1956 and the regulations issued for
the implementation thereof, including the regulations for the

<afe and efficient performance of operations carried out for

the execution of this Agreement and for the conservation of
the petroleum resources of the A.R.E. provided that no
regulations, modificat’on or interpretation thereof shall be
contrary to or inconsistent with the provisions of this Agree-

ment.

EGPC and CONTRACTOR shall be exempted from all taxes
excepi as provided in Article 114 paragraph (f) for income
taxes, with respect to the extracting, producing, exporting or
transporting of Petroleum hereunder. CONTRACTOR
shall also be exerpted from any tax on capital or assets.

The rights and obligations of EGPC and CONIRA-
CTOR under,and for effective term of this Agreement,
shall be soverned by and in accordance with the provisions
of this Agreement and: can only be altered or amended by the
mutual agreement of the said contracting parties.

The contractors and sub-contractors of CONTRACTOR
and Operating Company shall be subject to the provisions of -
this Agreement which affect them. Insofar as all regulations
which are duly issued by the GOVERNMENTapply from time
to time and are not in accord with the provisions of this
Agreement, such regulations shall not apply to the CON-
TRACTOR, Operating Company and sub-contractors.

EGPC, CONTRACTOR, Operating Company and their
-ub-contractors shall for the purposes of this Agreement be
exempted from all professional stamp duties imposed bY
svadical faws with respect to their documents and activities

hereunder.
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ARTICLE XIX

RIGHT OF REQUISITION

(@) In case of national emergency due to war or imminent €xp-
ectatior of war or internal causes, the GOVERNMENT may

requisitionall or,part of the production from the Area obtained

hereunder and require Operating Company to increase such

production to the utmost possible maximum. The GOVR E-

NMENT may also ‘requisition;{the Oil fisld itself and, if
nacassary relatzd  facilities. * |

(%) Ia any such case, such requisition shall not bz effected except

after inviting EGPC and CONTRACTOR or their repre-
sentative by registered letter, with acknowledgement of re-

ceipt, to express their views with respect to such requisitiou.

(&) The requisition of produced Petroleum shall be effected by
Ministerial Order. Any requisition of the Oil field itself,
or any related facilities shall be effected by a Presidential

Decree duly notified to BGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the GOV-

ERNMENT shall indemnify in full EGPC and CONT-
RACTOR for the period during which the requisition 1s

maintained, including :
(1) All damages which result from such requisition.

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

production, and
(3) Other obligations of Contractor and EGPC hereunder.
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However,any damage resulting from enemy attack 1s not w1thm

the meaning of this sub- paragraph (d). Payment hereunder

shall be made to CONTRACTOR 1n 1.S. Dollars remittable
abroad. The price paid to CONTRACTOR for Petroleum
taken shall be calculated in accordance with Article VI

paragraph (c).

ARTICLE XX
ASSIGNMENT

(@) Neither EGPC nor CONTRACTOR may assign to a person,
firm or corporation not party hereto, in whole or in part, any
of its rights, privileges, duties or obhga.tmns under this Agree-
ment without the written consent of the GOVERNMENT
which such consent shall not be uumamnably _w1thheld.ﬁ .

(b)) To enable consideration to be given t¢ any reguest for such
consent, the following conditions must be fulfilied :

(1) The obligations of the assignor deriving from this Agree-
ment must have besn duly fulfilled as of the date such
request is made.

(2) The instrument of assignment must include provisions sta-
ting . precisely ‘that the assignee is bound by all covenants”
contained..in this Agreement and any modifications ot
additions in writing that up to such time may have been
made. A draft of such.instrument of assignment shall be.
submitted to EGPC for review and approval before being .
formally executed. '

(¢) Anyassignment made pursuant to the DIOVISIONS of this Article:
shall be free of any transfer or related taxes,; charges or fees.
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(d) For so long as I shall be a Party to this Agreement, the
assignor together with the assignee shall be jointly ;and
severally liable for all the duties and obligations of

CONTRACTOR under this Agreement.

"~ ARTICLE XXI
RREACH OF AGREEMENT AND POWER TQ CANCEL

(@) The G-OVERNMENT shall have the right to cancel this
Agreement by Order of Presidential Decree, with respect to

CONTRACTOR, in. the following instances :

(1) If it knowingly has submitted any false statements to

the GOVERNMENT which were of a material con-
sideration for the execution of this Agreement;

(2) If it assigns any interest hereunder contrary to the provi-
sions of Article XX hereof;

(3) If it is adjudicated bankrupt by a court of competent
jurisdiction;

(4) If it does not comply with any final decision reached as
the result of court proceedings conducted under Article

XXIII paragraph (a) hereunder;

(5) If it intentionally extracts any mineral other than Pet-
roleum not authorized by this Agreement or without
the authority of the GOVERNMENT, except such
extractions as may be unavoidable as the result of opera-
ations conducted hereunder in accordance with accepted
Petroleum industrv practice and which shall be notified
to the GOVERNMENT or its representative as soon as

possible; and
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(6) If it commits any material breach of this Agreement or
of the provisions of Law No. 66 of 1953 as amended by
Law No. 86 of 1956, which are not expressly contradi-
cted by the provisions of this Agreement. Such cancell-
ation shall take place without prejudice to any rights
which may have accrued to the GOVERNMENT against
CONTRACTOR 1n accordance with the provisions of
this Agreement, and, 1n the event of such cancellations,
CONTRACTOR shall have the right to remove from the-

Area all its personal property.

(b) If the GOVERNMENT deems that one of the aforesaid causes:
( other than a force majeure canse referred to in Article XXI§
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR minety (90) days written notice-
personally served oin CONTRACTOR’s General Manages
1n the legally official manuer and receipt of whict: 15 acknowled-
ged by him or by his legal agenis, to remedy and remove such
cause; buf if for any reascn such service is impossible due to
unnotified change of address, publication in the Official
Journal of the GOVERNMENT of suciy notice shall be con-
sidered as validly served upon CONTRACTOR. I at the
end of the said ninety {90) days notice period such cause has
not been remedied and removed, this Agreement may be can-
celled torthwith by Order of Presidential Decree as aforesaid:
provided however, that if such cause, or the failure to remedy
or remove such cause, resulis from any act or omission of one
party, cancellation of this Agreement shall be effective only
against that party and not as against the other party hereto.

ARTICLE XXII
FORCE MAJEURE
(¢) The non-performance or deslay in periormance by EGPC,

CONTRACTOR or Onerating Comnany of any obligation
under this Agreement shall bz excused 1f,and to the extent that,
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such nonperformance or delay is caused by force majeure.
The period of any such non-performance or delay, together
with such period as may be necessary for the restoration of any
damage done during such delay, shall be added to the time
given 1n this Agreement for the performance of such obligation
and for the performance of any obligation dependent thereon

and consequently, to the term of this Agreement, but only
with respect to the block or blocks affected.

(b) "Force Majeure’’, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVER-.
NMENT of the ARAB REPUBLIC OF EGYPT, or the

governments of the United States of America and Spain, with
respect to CONTRACTOR whether promulgated in the form:
of a law or otherwise or any act of God, insurrection, riot, .
war, strike, and other labor disturbance, fires, floods or any
cause not due to the tault or negligerce of EGPC or CONT-
RACTOR or etther of them, vliether or not similar to the
foregoing, provided that any such cause is beyond the rea-
sonable control of EGPC and CONTRACTOR, or either
of them.

(c) Without prejudice to the above and except as may be otherwise:
provided herein, the GOVERNMENT shall incur no responsi-
bility whatsoever to EGPC and CONTRACTOR, or either
of them, for any damages, restrictions or loss arising in con-
sequence of sucn case of force majeure except a force majeure
caused by the orcer, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT.

(d) If the force majeure event occurs during the initial Exploration
pertod or any extension thereof and continues in effect for

a period of six (6) months, CONTRACTOR shall have the
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option upon ninety (90) days prior written notice to EGPC
to terminate 1ts obligations hereunder without further lability
of any kind and, if still in force, the Guarauty Letters contain-
ed in Annex “C-1"" and Annex < C-2>" hereto, shall be auto-
matically cancelied and EGPC shall so notify the Bank to
release the Guaranty.

ARTICLE XXIII
DISPUTES AND ARBITRATIOCN

Any dispute arising between the GOVERNMEINT and the
parties hereto with respect to the interpretation, application or
execution of this Agreement,shail be referred to the jurisdiction
of the appropriate A.R.E Courts and shall be tinally settled
by such courts.

Any dispute arising between CONTRACTOR and EGPC 1n
connectien with tiie present Agreement shall be finally setti-
ed by arbitration. The arbitrution shali be neld i Genevz,
Switzerland aud conducted in accordance with the Rules of
Conciiation and Arbitration of ihe interiational Chamber of
Commerce. In the event of no nrovisions being made in these
rules Jn certain cases, the avbrtrafors snail establishh their
own procedures,

The arbitration shall be mnstiatea by either party giving notice to
the other party that it elects to refer the dispute to arbitration
and that such party(hereinaiter referred to as the <“First Party™
has appointed an Arbitrator who shall be identified in said
notice. The other party ( hereinafter referred to as the
“Second Party”), within fifteen (15) days shall notify
First Party in writing, identifying the arbitrator that it has
selected.

If the Second Party does not anpoint its aibitrator as afor-
esaid, the First Party shall have the right to apply to the
Court of Arbitration of the International Chamiber of Co-
mmerce to appoint a second arbitrater. The two arbitr-
ators shall within thirty (30) days, select a third arbifrator,
failing which the third arbitrator shall be appointed by the
Court of Arbitration of the Infernational Chamber of
Commerce at the request of either party.
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The third arbitrator must be a citizen of a country other
than the A.R.E., the United States or Spain and of a coun-
try which has diplomatic relations with both A.R.E., the
United States and Spain and shall have nc economic mte-
rest in the oil business of the signatories hereto.

The parties shall extend to the arbitration board all fac-
ilities (including access to the Petroleum operations) for
obtaining any mformation required for propsr determin-
ation of the dispute. The absence or default of any va-
rty to the arbitration shall not be permitted to prevent
of hinder the arbitration procedure in any or ail of its
stages.

Pending the decision or award, the operations or activilies
which have given rise to the arbitration need not be d:scon-
tinued. [In the event the decision or award recogmizes that
e col rjpla'nt was Justified, provisicn may be made the-
rein for such reparation as may appropriately be made in
favor of the complainant.

Judgement in the award rendered inay be cntered 1n any
court having jurisdiction and application may be made n
such court for a judicial acceptance of the award or an
order of enforcement as the case may be.

The parties desire that, wherever appropriate, decisions
and awards shall spemfv a time for compliance therewith.

The provisions of this Agreement relating to arbitration
shall continue in force notwithstanding the termimation
of this Agreement.

PRINCIPLES of GOODWILL - The signatories base their
relations with respect to this Agreement on the principles
of goodwill and good iaith. Taking into account their
dgifferer.t nationalities, this Agreeny: 111. snall {or the purpose
of arbitration be aiven effect and shall be interpreted and
applied in ronformity with priur;ip]es of law common to
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the A.R.E, the United States and Spain and in the absence
of such principles, then in conformity with the principles
of law normally recognized by civilized nations in general,
including those which have been applied by International
Tribunals. |

ARTICLE XX}V
STATUS OF PARTIES

(a) The rights, duties, obligations and habilities 1n respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this Agre-
emrent shall i be construed as constifufing on association

Or corperalion or paifnesship.

(6) CONTRACTOR shall be subject to the laws of the
place where it is incorporated regarding their legal status
or creation, organization, charter and by-laws, shareholding,
and ownership, CONTRACTOR’s shares of capital which
are entirely held abroad shall not be negotiablle in the A.R.E.
and shall not be offered for public subscription nor shall
they be subject to the stamp tax on capital shares nor any
tax or duty in the A.R.E.

CONTRACTOCR shall be exempted from the application
of Law No. 159 of 1981, as amended, and friom Law No. 9

of 1964,

{c) All parties comprising CONTRACTOR shall be jointly
and severally liable for the performance of the obligations
under this Concession Agreement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERJAL

CONTRACTOR or¥Operating Company, as the case may
be and their contractors shall :

(a) Give priority to local contractors as long as their prices

v

and performance are comparable with international prices
and performance.

(h) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available ma-
teric.s, equipment, machinery and consumables. However,
such material, equipment, machinery and consumables may
be imnorted for operations conducted hereunder it the local
price of such ‘items at CONTRACTOR’s or 1Operating
Company’s operating base in A.R.E. is more than ten (10)
percent higher than the price of such imported items b.:fore
custonis duties, but after transportation and insurance costs -

have been added.

ARTICLE XXVI
(ARABIC TEXT

The Arabic version of this Agreementshall, before the courts
of A.R.E. be referred to in construing or interpreting this Agre-
ement ; provided however, that in¥any arbitration pursuant to
Article XXIII hereabove between EGPC and CONTRACTOR

the English and Arabic versions shall {both oe referred to as
having equal force in construing or interoreting the Agreement.
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ARTICLE XXVII
GAS

If Gas is produced or is capable of being produced from the-
Area, EGPC and CONTRACTOR shall 1n good faith study alt
possible economic alternatives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly. The cost.

“and expenses in the field of producing non-associated Gas shall
be recovered in accordance with the Cost Recovery Principles of”

Artticle VII.

Production sharing principles of Article VIl shall apply
to the value of associated and non-associated Gas 1f sold for
export and not uszd in operations, ﬂared or re-injected. How-
ever, any Gas not exported outside AR.E. ina liquid or solid'
state, or not usad in operations (iuclading re-injection), shall
remain the propeity of the State and may be utilized by EGPC
and TGPC shall not be liable for payment to CONTRACTOK
of any costs or expenses respecting any past operations of CO-
NTRACTOR related to such Gas. under no circumstances.
will CONTRACTOR be responsible for or bear any cost or
expenses incurred for utilization of Gas used internally in the

ARE.

ARTICLE XXVIII
GUNERAL

The headings or titles (o each of the Arlicles to this Agre-
ement are solely for the convenience of parties hereto and shall
not be used with respect to the interpretation or construction of

said Articles.
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ARTICLE XXIX

APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the par-
ties hereto unless and until a law 1s issued by the competent au-
thorities of the A.R.E. authorizing the Minister of Petroleum
to sign said Agreement and giving this Agreement full force and
effect of law notwithstanding any countervailing governmental
enactment, and the Agreement is signed by the GOVERNMENT,
EGPC, and CONTRACTQR.

ARAB REPUBLIC OF EGYPT
By :

EGYPTIAN GENERAL PETROLEUM CORPORATION
By :

CONOCO HURGHADA INC.
By :

PLLACID OIL COMPANY EGYP1
By :

HISPANICA DE PETROLEOS S.A. (HISPANOIL}
By :
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CANNEX «A”’

PETROLEUM CONCESSION AGREEMENT
Between
THE A.R.E. GOVERNMENT
and
E.G.P.C.
CONOCO HURGHADA INC.

and
PLACID OIL COMPANY EGYPT

and
HISPANICA DE PETROLEOS S.A.
(HISPANOIL)
N EAST HURGHADA OFFSHORE AREA
SUEZ GULF BASIN
DESCRIPTION OF THE AREA

Annex “B™ is a map on the scale of 1:500,000, including
the ar:1 coverel and affected by the Concession Agreemant .

The Area measures approximately 681.4 kms? and is comp-
rised of sub-area “A”’ and sub-area “B’’. Sub-area “A’’ me-
asures approxiumately 270.68 kms? and is comprised of all or part
of eleven (11) Exploration Blocks. Each complete Exploration
Block is three minutes latitude by three minutes longitude.

Subarea B’ measures approximately 410.7 kms? and is
composed of all or part of seventeen (17) Exploration Blocks,
as previously described.
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The corner points of the Area are given in the following

table :

East Hurghada Offshore Area-Sub-Area “A”

Latitude North

Point No. Longitude East Thence Dae Generally
From | 27° 37" 10.704" | 33° 54’ 00" . Sontheast to Point 2

2 | 27° 33 o0 33° 577 45.21¢67 West to Point 3

3 | 27° 33 O0° 33° 54" 00" . South to Point 4

4 1+27° 27 00 330 547 00” ‘ West to Pomt S

5 270 27 00 i 33° 427 00" North to Point 6

6 | 270 33 00" i 330 427 007 . East to Poiat 7

7 1 27° 33 00 33¢ 517 007 } North to Point 8

g | 27° 36" 00 33° SE". 00" East to Point 9

9 367 007 33° 547 007 ' North to Poimt 1

27°

| which is the point of

beginning.
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East Hurghada Ofishore Areca-Sub-Area «B*’

el
e y—— i

Point INo. Latitude North Longitude ¥ast Thence Due
From 10 * 27° 27 00 33° 577 Q0" South to Point 11
114 27° 21" o0 33° 57" 007 East o Pomt 12
12 | 27° 21" 00" 330 587 30 “South to Point 13
13 | 27° 18" 00 330 58 30" West to Point 14
14 | 27° 18’ Q0" 33° - 54’ 00" South to Point 15
151270 15 00" 33° 54 00" West to Point 16
16 [ 27° 15" 00" 33° 517 00" | South to Point 17
17 | 27° 12 00’ 33° 51 00" See Notc
18 | 27° 16 9.012" 33° 48’ (0" North to Point 19
19 | 27* 18 Q0" 33° 48/ 00" West to Point 20
20 | 27° 18" 00" 330 46’ 30" North to Point 21
21} 27° 21" 007 33° 46" 30" West to Point 22
22 1 27° 21 00" 33° 45 00 North to Point 23
23 [ 27° 24 0" 33° 45" 00" West to Point 24
24 | 27 240 00" 330 42 00 North to Point 25
25 27° 27 00" 33° 42’ 00" East to Point 10
which is the point of
beginning.

e e

Note :

Points 17 and 18 should be at the mean water level between
the high tide and the low tide levels on the coastline.

Points 17 and 18 and any necessary intermediate points
cetermined will be as determined mutally by CONTRACTOR

survey to be completed prior to the

and EGPC from results of a

Eftective Date.




r
gl Iy =

SETRLL S A bl L IR e RN B TL EPTTIE -
il Tl it u

e ST - e el e iy A | WY

- ____W.H{_'l o
, jr B
{:h\_pg
’
'E-j
N
AN
o\ _
oo s |
; 1T
' 7 | | .
,‘—""“"— e ———— -!"a - 1‘#_: —- l _‘_?F.!.:h* ” "-t.:l}l 270
; - Moo NE
i 254 1T -
j . 18 5 14 ; l |
i Frjesb-areaB” . i ; ’
22 ) : i
| ERSELER t
| ' ¢ i
E , ,..T___..-.g_ -j *r1]121
: S, 2422 "2y ¢
1 TF S 13 i
w‘_pm;t-!i "!J;.”-M'.ﬂ : Y i 24 {14 :
j § ]
EASTERN  DESE?T LRC N T\v |
| , 20 [! - | '
l A7 '-..-?;_ AN ,
*_ 7 R
' .f ] Cie S
: ? ; Ry 5
; ; ] / i
z & o
! \ | |
a ~ ;
;- S i
| s i
=" i
é N *
- . — N 1 | 27°
SUB- AREA “A" I8 DEFINED BY PGINTS 1 THRU ¢ . \ i | 00"

. S

Tnull'i'iﬁdl.,ln.:.:.m O M, sl

“UB- AREA "B" IS DEFINED B3y PCINTS 10 THRU 23 \
4 UH Y il 1.1.5”"1 " Y o JAEH - \1.1_1_1 |
34

33% a0 00"
ANNEX B’ .
PETROLEUM CONCESSION AGREEMENT

ST W T
BETWEEN o S W Yl
A.R.E. GCOCVERNMENT Cmeptrn! e Sy gan Remegfa
& E.G.P.C
6 LY SURSN § R P 1 &
& CONOCO GROUP —pet el
N EAST HURGHADA OFFSHORE AREA e S BRI
ydl B all 5.3 Bl iy

S ki E N P,

GULF OF SUEZ BASIN

SCALE 500 000
Qer aasrs : Y JJ' ;__]" 3



VAAE Al eb BT Y B (o) b TPy ot das BB b AX

T

(1 —2>) o=l
Sloms ilhs
(1) dae it dalad)
QS 5 sl
55 Dbz Ll
Ja 2l Glal 4 ol 429
S SESJ| RS

gl las Latio G Lals alia 5 ~all lﬁﬁ\ﬂ Gt ¢ olis] CBji\
e Al CJ‘ 3945 4 (ALY JL L L L.u!j) TR VI [T
VY| ISR G A S L S Pj:u S ¢ 450 W Sdocll SEY I aleas Nen 5 4.da
ij . ..»\ AP B e a5 5 NICSY c}lﬁ‘ doeeSh &5 34 S
sl ddm (ol Bih (b Ld Jpatms oedl jLins ) (sl )
SN e Vs Sada 2o Lildee B ':J‘&LA Bl Condl ldes Ll
(g2 uxJ‘cJ‘, oy ujyl Ol g S 3,5 3 4D o4 Bast LY
(e BNL » b L Ll jla s ) 4l o IV 43l 0 4 ) NI
A e (O) 9 (1) cpimll) B Lie b3 G g slls @ et ikl Jhar 2
(sgeeer UL s Lol Jling ) A it 2a &, peen o B3 yiall L3W5Y
a5t J_gLallj L.l g
Gy bl M o gy eldd) &) ghees Sleddl odn OF ¢ gdll e
Vs Ogdde e A3l a8y, SN AL L8138 O T i, IS (245
e Jalall g s C'Jgi\ s 4G WY sl GBI ST Vs e
SDlzdndlonds e (addd W 5o o dw uy S I sas Eadl Olle
o Uslally gl il e 8 2ta LS N 1 o2t 0



VA VWAL B T ¥ G () @B Y s e B

_Ww_

ANNEX «(C-17

LETTER OF GUARANTY :
SUB-AREA “A”

LETTER OF GUARANTY NO. CAIRO,
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gent lemen :

The Undersigned, National Bank of Egypt, as Guaaraator,
‘hereby guarantess to the Egyptian General Petroleum Corpora-
tion (hereinafter referrad to> as EGPC) to the limit of eighteen
million Dollars in US Carrzazy ths peeformanze by Conoco
Hurghada Inz., Placid Oil Company EGYPT and Hispanicg
De Petroleos S.A. (HISPANOIL) (hereinafter jointly reterred
to a5 CONTRACTOR) of their obligations required for Explora-
tion operaticas to spend a minimum of eighteen mulbion US
Dollars during the initial three year Exploration period under
Article 1TV of that certain Concession Agreement ( here:nafter
referred to as the “Agreement’) covering sub-area “A”, a
portion of that Area described in Annexes “A’ and “B” of said
Ag,reement by and between the Arab Republic of Egypt { herein-
after veferred to as “A.R.E.”"), EGPC and CONTRACTOR,
dated 27/8/1984.

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the
period of expeaditure of said eighteen million US Dollars by the
amount of monev expended by CONTRACTOR for such
Frrloration operations during each such quarter.  tach such
reduction Sl‘la‘i be esteblished by the ioint written statement of
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In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of CONTRACTOR
prior to fulfillment of said minimum expenditure obligation
under Article IV of this Agreemeant, there shall be no liability

on the undersigned Guarantor for paymeat to EGPC unless
and until such liability has been established by written statement
of EGPC setting forth the amount due under the Agreement,

It is further condition of this Letter of Guaranty that :

(1) Ths letter Of Guaranty will become available only provided
that the Guaranty will have ibeen informed in writing by

CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.R.E. and EGPC has become effective
according :to 1ts terms, and said Guaranty shall hecome
offective on the IEffective Date of said Agreement.

(2) This Letter of Guaranty shall in any event “automatically

eXPITe *
(@) Forty-two months after the date it__:_becnmeszeﬁ‘ective.
Of. i
(b) At such time as the total of the amounts shown on quar-
terly joint statements of EGPC and CONTRACTOR

with respect to Exploration operations in sub-area “B”’
equals or exceeds the amount of said minimum €xpen-

diture obligation, whichever is earlier.

to the Guarantor prior to either of said expiration dates at
the latest accompanied by EGPC’s written statement, setting
forth the amount of under-expenditure by CONTRACTOR

to ths effzct  that:



\‘- 4 ll- [ 9 -

h‘ 1 i-""l' -

¥ T-hl.---—.-'-m;" e ' | |
51, - iu) l .
A Eq I"
: .n.i rﬁ oD, I
4. . ...-4._;1.!\ ; iy
reE I ;.. e ::.
“J‘-:I ‘i b

A A , ;% E J 1 i

gl el —— -
-

Goo I O
e A S »
A et ?Jj 'd'-; LQLu-‘&J‘ D-l-h |
s Hlaeb Y
. , ! sz

\aA ‘ —
oM 5 sbas
o ALl e of byle mea . 7 -
- e * | ) y lh
T ' - 1 L-JH’ . >
h@.::- b)lﬁ-‘ Lb- ]
> ) g

L 4 A ("\J-:D'-Y‘ 'y
U u’Lé JJ‘L ‘ . s
TR

F_

(et

sA_ih e
S



\ T S ,\-‘J\f_ ':'-;w U&ui Y (_é (L.:J) @L ‘H\ Adadl Lﬂw_;? ;&".}#l

ey S S

—

(z) CONTRACTOR has failed to perform its expenditure
obligations referred to in this Guaranty, and

(b) CONTRACITOR has failed to pay the expenditure
dsiiciency to EGPLC.

We declare taat oa issuing this Guaranty we did not exceed
the mit of total guaraaties wiich w2 are eatitled to issuz as per
Ministry of Economy’s letter No, dated

3
Please return to us tais Letter ol Guaaraaty 1n ta2 event it
does not become effective, or upoa the expiry date.

Yours faithfully,
ror

Accountant Manager
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ANNEX «C-2"

LETTER OF GUARANTY
SUB-AREA «RB”
LETTER OF GUARANTY NO. CAIRO,

EGYPTIAN GENERAL PETROLEUM CORPORATION

(rentlemen

The Undersigned, National Bark of Egypt, as Guarantor,
hereby guarantees to tae Egvptian General Petroleum Corpora-'
vion (hereinafter referred to as EGPC) to the limit of nineteen
million Dollars in US Currency the performance by Conoco
Hurghada Inc., Placid Oil Company EGPC and Hispanica De
Petroleos S.A. (HISPANOIL) (hereinafter jointly referred to as
CONTRACTOR) of their obligations required for Exploration
operations (o spend a nuninunm of nineteen million US Dollars
during the initill three year Exploration period under Article 1V
of that certain Concession Agreement (hereinafter referred to
as the <«Agreement’’) covering sub-area “B’’, a portion of that
Area described in Annexes “A™ and B’ of said Agreement, by
and between the Arab Republic of Egypt (hereinafter referred
to as “A.R.E.”’), EGPC and CONTRACTOR, dated 27/8/1984.

it 18 understood that this Guaranty and the fiability of the
CGuarantor hereunder shall bz reduced quarterly, during the
period of expenditure of said nineteen million US Dollars by the
amount of money expended by CONTRACTOR for such
-xploration operations during each such quarter., Fach such
redustion shall be established by the joint wiittzn statement of
EGPC and CONTRACTOR.
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1t the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of CONTRACTOR
prior to fulfillment of said minimum expenditure obligation under
Article TV of this Agreement, there shall be no lability on the
under signed Guarantor for payment to EGPC unless and until
such liability has been established by written statement of EGPC
setting forth the amount due under the Agreement.

It is further condition of this Letter of Guraranty that :

(1) This letter of Guaranty will become available only provided
that the Guarantor will have been informed in wiiting by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.R.E. and EGPC bhas become eftective
according to its terms, and said Guaranty shall become ef-
fective on the Effective Date of said Agreement.

(2y This Letter of Guaranty shall i any event automatically
exXpIre :

(@) Forty-two months after the date it becomes effective,
OF.

() At such time as the total of the amounts shown on
quarterly joint statements of EGPC and CONTRACTOR

with respect to exploration operations in sub-area “A’
equals or exceeds the amount of said minimum ex-

penditure obligat'on, whichever is earlier.

(3} Consequently, any claim In i'eSpec:t thereof should be made
to the Guarantor prior to either of said expiration dates at

the latest accompanied by EGPC’s written statement, setting
forth the amount of under-expenditure by CONTRACTOR

to the effect that :

(@) CONTRACTOR has failed to perform 1ts expenditure
obligations referred to in this Guaranty, and

(b)) CONTRACTOR has failed to pay the expenditure
deficiency to EGPC.
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We declare that on 1ssuing this Guaranty we did not exceed
the limit of total guaranties which we are entitled to issue as per
Ministry of Economy’s letter No. dated

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

Yours faithfully,
For

Accountant Manager
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ANNEX «D”

CHARTER OF
EAST HURGHADA PETROLEUM COMPANY

ARTICLE I

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT <hall be formed with the authorization
of the GOVERNMENT 1n accordance with the provisions of
the Agreement referred to below and of this Charter.

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

Agreement referred to below

ARTICLE 1l

The name of the company '« «Fast Hurghada Petroleum
Company’, abbreviated as «HURPETCO"’, and referred to herel-

nafter as «HURPETCO'.

ARTICLE Il1

The Head Office of HURBE"[’CO shall be in the A.R.E
in Cairo.

ARTICLE IV

The object of HURPETCO 1s to act as the agency through,

which EGPC and CONTRACTOR carry out and conduct the
Development operations required in accordance with the provis.

ions of the Agreement signed on the 27¢n day Aug., 1984 of by and !
hetween the ARAB REPUBLIC OF EGYP, THE EGYPTIAN
GENERAL PETROLEUM CORPORATION and ECONTRA-
CTOR covering Petroleum operations in the East Hurghads

Offshore Area described therein.

Hurpetco shall also be the agency to carry out and conduct
Exploration operations after the date of Commercial Discoven

pursuant to CONTRACTOR’s Work = Program and Budge
approved in accordance with the Agreement.
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Hurpetco shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement
and Annex “E” thereto.

Hurpetco shall not engage in any business or undertake any
activity beyond the performance of said operations unless other-
wise agreed upon by EGPC and CONTRACTOR.

ARTICLE V

The authorized capital of Hurpetco i1s twenty thousand
pounds Egyptian divided into five thousand shares of common
stock with a value of four pounds Egyptian per share having
equal voting rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and
own, throughout the life of HURPETCO referred to above, one-
halt (1/2) of the capital stock of HURPETCO provided that only
in the event that either Party should transfer or assign the whole
or any percentage of 1ts ownership interest i the entirety of the
Agreement, may such transferiing or assigning Party transfer
or assign any of the capital stock of HURPETCO and, in that
event, such transferring or assigning party (and its successors
‘and assigns) must transfer and assign a stock interest in HURPE-
- TCO equal to the transferred or assigned whole or percentage of
its ownership interest in the entirety of the said Agreement.

ARTICLE Vi

HURPETCO shall not own any right, title, interest or estate
in or under the Agreement or any Development Lease created
thereunder or in any of the Petroleum produced from any Explor-
ation Block or Development Lease area thereunder or in any of
the assets, equipment or other property obtained or used in con-
nection 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 CONTRACTOR under the Agreement.
HURPETCO shall not make any profit from any source whatever.
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ARTICLE VII

HURPETCO shall be no more than an agent for EGPC and
CONTRACTOR. Wherever i1t 1s indicated 'herein  that
HURPETCO shall decide, take action or make a proposal and
the like, it is understood that such decision or judgement is the
result of the decision or judgement of CONTRACTOR, or EGPC
and CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII

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

ARTICLE 1IX

Meetings of the Board ot Directors shall be valid 1if a
majority of the Directors are present and any decision taken at
such meetings must have the affirmative vote of five (5) or more
of the Directors; provided, however, that any Director may be
represented and vote by proxy held by another Director.

ARTICLE X

General meetings of the shareholders shall be valid if a
majority of the capital stock of HURPETCO 1s represented
thereat. Any decisions taken at such meetings must have the
~affirmatve vote of shareholders owning or representing a majority
of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment of the
personnel of HURPETCO employed directly by HURPETCO
and not assigned by CONTRACTOR and EGPC.
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The Board shall, 1n due course, draw up the by—laﬁxs of HUR-

pETCO and such by-laws shall be effective upon being approved

by a general meeting of the shareholders, i acordance with the

_provisions of Article X hereof.

ARTICLE XII

HURPETCO shall come into existence within thirty (30)
days after the date of Commercial Discovery as provided for in

the Agreement.

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

HURPETCO shall be wound up and hquidated it the Agre-
ement referred to above 1s terminated for any reason as provided

for therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION
By :

CONOCO HURGHADA INC.

By :

PLACID OIL COMPANY EGYPT

By

HISPANICA DE PETROLEOS S.A. (HISPANOIL)
By
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ANNEX «“BE™
ACCOUNTING _PROCEDU RE
ARTICLE 1
GENERAL PROVISIONS

1.  Definitions
The definitions contained 1 Article [ of the Concession

Agreement shall apply to this Aecounting Procedure and
have the same meaning. Certan accounting terms herein

used are defined as follows

(@) “Agreement’ means the Concession
which this Annex 1s a part.

Agreement Of

(h) <Non-Operator’” means each of the Parties to the
Agreement other than CONTRACTOR when 1t 1S

performing work.

7 Statements of Activity

(@) CONTRACTOR shall pursuant to Article IV of the
Agreement, render 1o Non-Operator within thirty (30)
days of the end of each calendar quarter a State-
ment of Exploration Activity reflecting all charges and
credits related to the Exploration operations for the
quarter summarized by appropriate classifications
‘ndicative of the nature thereof.

(5) Operating Company shall render to EGPC and CON-

TRACTOR within twenty (20) days of the end of each
calendar quarter a Statement of Development and
Exploration Activity reflecting all charges and credits
elated to the Development and Exploration operations
for that quarter summarized by appropriate classifi-
cations indicative of the nature thereol except that
ttems of controllable material and unusual charges

and credits shall be detailed.
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3.

Adjustments and Audits

(¢) Each Statement of Exploration Activity shall conclus-
ively be presumed to be true and correct after three (3)
months following the receipt of each statement by EGPC
unless within the said three (3) months EGPC takes
written exception thereto pursuant to Article TV (f)
of the Agreement. During satd three (3) months
period supporting documents will be available for 1sp-
ection by EGPC during all working hours. CON-

TRACTOR will have the same audit nghts as 1o
Operating Company statements as EGPC under this

subparagraph.

(b) All Statements of Activity for Development for any
calendar quatrer shall conclusively be nresumed to be
true and correct three (3) months following the receipt
of such statement unless within the said three {3) month
period EGPC or CONTRACTOR takes writlen ex
ception thereto. Pending expiration of said three {3)
months EGPC or CONTRACTOR or both of them shall
have the right to audit Operating Company accounts,
records and supporting documents for such gquarter
1 the same manner as provided in Article 1V (f) of the

Agreement.

Currency Iixchange

CONTRACTOR’s books for Exploration and Oprating
Company’s books for Development and Exploration,
if any, shall be kept n the AR.E. in U.S. Dollars. Al
US. Dollar expenditures shall be charged in the amount
expended. Al Egyptian Pounds expenditures  shall be
translated to U.S. Dollars at the official buying rate of exch-
ange issued by the Central Bank of Egypt on the first day
of the month in which expenditures are recorded and all
other non-U.S. Dollar expenditures shall be translated 10
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U.S. Dollars at the buying rate of exchange for such curr-
ency as quoted by the National Westiiinister Bank Lim-
ited at its office in London, at 10.30 a.m. G.M.T., on the
first day of the month in which such expenditures are reco-
rded. A record shall be kept of the exchange rates used in
translating Egyptian Pounds or other non-U.S.  Dollars
expenditures to U.S. Dollars.

5. Precedence oif Docuinents

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

6. Revisions of Accounting Proceduore

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

7. No Charge for Interest on Investment
Interest on investment or any bank fees or charges shall
not at any time be charged as recoverable costs under the

Agreement.

ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES;

Subject to the provisions of the Agreement, CONTRACTOR
shall alone bear and, directly or through Operating Company,
pay the following costs and expenses, which costs and expenses
shall be classified and alllocated to the Exploration and Deve-
pment activities according to sound and generally accepted
accounting principles and treated in accordance with Article VII
of the Agreement. All costs and expenses shall be allocated to
sub-area “A”’ or sub-area “B”" in accordance with good accounting
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practice and separate sub-accounts shall be maintained by CON.
TRACTOR for each sub-area for this purpose

1. Surface Rights

All direct costs attributable to the acquisition, renewal

or relinquishiaent of surface rights acquired and maintained
In force for the Area. '

2. Labor and Related Costs

a) Salaries and wages of CONTRACTOR ‘s or Operating
Comvany’s employees, as the case may be, directly
engagea In the various activities under the Agreement
including 'salaries and wages pand to geologists and other
employees  wiio are temporarily assigned to and
employed m such activities. Such szlaries and Wages
to be certified by a certified public accounting firm.

Abpropriate revisicns of such salaries and wages shall
be effected (o take into sccount changes in CONTRAC-
LOR’s policies and amendments of laws applicabie
to salaries. For the purpose of this paragraph 2, and
paragrapn 3, salaries and wages shall mean the assess-
able amounts for A.R.E. [ncome Tazxes, including sala-
ries applicable to vacations and sick leaves, but excluding
all the amounts of the other items covered by the ner-
centages hxed under B below.

by For expatriate empolyees permanently assinged to
- Egypt |

1. All allowanceé applicable to salaries and wages

2. Cost of established plans : and

3. All travel and relocation costs of such expatriate
employees and their families to and from the ep-
ployee’s country or point of origin at the time of
employment, at the time of sesparation, as a result
of transfer from one location to another and

.

tor vacation. (Transportation costs for employees
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and their familics transferring from A.R.E. to
another location other than their country of origm
shall not be charged to A.R.E. Operations).

Costs under this sub-paragraph 2. B shall be equal to
seventy (70) percent except for employees whose famil-
ies have not been transferred to A.R.E., in which case

the percentage will be fifty (50) percent of basic salaries

and wages paid for such expatriate personnel including
those paid during vacations and sick leaves as establi-

shed in CONTRACTOR’s international policies, char-
geable under sub-paragraph 2. A, paragraph 9 and sub-
naragraphs 11. A and C of this Article 1.

However, salaries and wages applicable to vacations,
sick leaves and disability are covered by the foregoing
percentage.  The percentage outlined above reflects
CONTRACTOR s actual costs as of the Effective Date
~ith regard to the following benefits, allowances and
costs

1. Anticipated termination of lease contract in A.R.E.
or abroad.

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

22

Clothing equipment allowances.

4. FExpenses connected with departure and arnval
of employees and their familes.

5. Accruals of seniority indemnity.
4. Charges tor social security and imsurance such as :

— Retirement plan.

National Health Insurance.
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~ Unemplovment Insurance.
— Accident and disability Insurance.
— Extiaordinary Insurance.

7. Contractual travel expenses of employees and.
their families. -

8. Excess luggage.
9. Recreational Allowances:

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

Il Housing and utilities allowances.

2. Education allowance (children of expatriate
employees) and educational assistance.

}3. Settlement aliowance 1n or outside A.R.E.

t4.  Contribution for jesettlernent cxpenses at repat-
riation.

(5. Vacauons, sick feaves and disability  salaries or
EXPENSES. *

16.  Any other costs. allowances and benefits of a like
nature as established m- CONTRACTOR’s 1nter-
national policies. -

The percentages outlined above shall be reviewed at
intervals of three (3) years {rom the Effective Date and
at such times CONTRACTOR and EGPC will
agree on new percentages to be used under this paragraph.
Revisions of these percentages will take into considera-
tion variances in costs and changes in CONTRAC-
TOR’s international polices which change or exclude
any of the above allowances and benefits.

The revised percentages will reflect as nearly as possibie
CONTRACTOR's actual cost of alt its established
allowances and benefits and of personne! pelicies.
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(C) For expatriate employees temporarily assigned to Egypt,
all allowances, costs of established plans and all travel
relocation costs for such expatriate as paid in accordance

with CONTRACTOR s international policies shall not
include any administrative overhead other than what is.
mentioned in Article TT 11 b.

(D) Present and future costs of expenditures or contributions
made pursuant to law or assessment imposed by govern-
mental authority which are applicable to labor cost of
salaries and wages as provided under sub-paragraphs
2. A and 2. B, paragraph 9 and sub-paragraphs 11. a
and 11. ¢ of this Article II.

A

B

Benefits, allowances and related costs of national employees:
Bonuses, overtime, customary allowances and benefits on
a4 basis similar to that prevailing for oil companies operating
in A.R.E., all as charesable under sub-paragraph 2. A, pag-
graph O and sub-paragraphs 1. A and 11. C of this Article L.
Severance pay will be charged at a fixed rate applied to pay-
rolls which will equal an amount equivalent to the maximum
liability of severance payment as required under the A.R.E.
labor law.

<. Material

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

(¢) Purchases

Material, equipment and supplies purchased shall be at
the price paid by CONTRACTOR or Operating Company
plus any related cost, less deduction of all discounts

actually received.
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(b) Material Furnisiied by CONTRACTOR

Material required for operations shall be puichased
directly whenever practicable, except that the parties
comprising CONTRACTUGR may furnish such material
from an Affiliated Company’s stocks outside the A.R.E.
under the following conditions:

1.

NI

New Material ( Condition “A"")

New material transferred from an Affiliated Com-
pany’s warehouse or other propertics shall be priced
at cost, provided that the cost of material supplied
1 no higher than international prices for materia]
of similar quality supplied on similar terms, prevaj-
ling at the time such material was supplied.

Used Material { Conditiens ““B*’ and <)

-

(@) Material which is in socund and serviceable
condition and is suitable for re-use without
reconditioning shall be classed as Condition
“B”and piiced at seventy-fve percent {759.) of
the pricc of new material. '

(b) Material which cannot be classified as Condi-
tion “B” but which is serviccable for original
function but substantially not suitable for
reconditioning, shall be classed as Condition
“C” and priced at fifty percent (30°7) of the
price of new material.

(¢) Material which cannot be classified as Condi--

tion “B” or Condition “C’’ shall be priced at
~a value commensurate with its use,

(¢) Tanks, buildings and other equipment involv-
Ing erection costs shall be charged at an applic-
able percentage or knocked-down pew price.
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3. Warranty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished
beyond the terms of the dealer’s or manufacturer’s guaranty:
and in case of defective matenal, credit shall not be recorded

until adjustment has been received bv CONTRACTOR from
manufacturers or their agents.

4. Transportation and Employee Relocation Costs

a} Tmﬁsportation of equipment. inaterials and supplies

o)

necessary for the conduct of CONTRACTOR’s activities.

Business travel and transportation expenses to the extent
covered by established policies of CONTRACTOR or with
regard to expatriates and nationals. as incurred and paid
by, or for, emplovees in the conduct of CONTRACTOR s

business.

ct  Employees’ transperiation and relocation costs for na-

itlonal employees to the extent covered by established
policies.

5. Services

{a)

(b)

Outside services.

T'he costs of contracis for consnitants, services and utili-
ties procured from third parties.

Cost of services performed by EGPC or CONTRACTOR
or their Affiliated Companies in facilities inside or outside
the A.R.E. regular, recurring and, routine services,
such as interpreting magnetic tapes and/or other analysis,
shall be performed and charged by EGPC and/or CON-
TRACTOR or their Affiliated Companies at an agreed
contract price. Major projects involving engineering
and design services shail be performed by EGPC and/or
CONTRACTOR or their AfGliated Companies ai a
negotiated contract amount. '
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(¢) Use of EGPC’s, CONTRACTOR’s or their Afliliated
Compamc*: ‘wholly owned equipment shall be charged
at a rental rate commensurate with the cost of ownership
and operation, but not in excess of competitive rates

currently prevailing in the A.R.E.

(d) CONTRACTOR’s and its Affiliated Companies’ . rates
shall not include any administrative or overhead costs

other than what is mentioned in Article 11 11 (b).

6. Damages and Losses

All costs or expenses necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any
other cause not controllable by CONTRACTOR ovr Opera-

ing Company through the exercise of reasonable diligence.

CONTRACTOR or Operating Company shall furnish EGPC
written notice of damages or losses incurred in excess of ter
thousand (10,000) U.S. Dollars per occurrence, as soon as
practicable after report of the same has been received by
CONTRACTOR or Operating Company.

7. Insurance and Claims

The cost of any public liability, property damage and other
insurance against liabilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or outsiders as may be required by the laws, rules and
regulations of the GOVERNMENT or as the parties may
agree upon. The proceeds of any such msurance or claim
collected shall be credited against operations.

if no insurance is carried fora particular risk, all related actual
expenditures incurred and paid by CONTRACTUR or
Operating Company in settlement of any and all losses, claims,’
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damages, iudgements and any other expenses. including legal
SErvices. '

. Indirect Expenses

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expense of field |
supervisory personnel, field clerks, assistants, and other gen-
eral employees indirectly serving the Area.

. Legal KExpenses

All costs and expenses of litigation or legal services otherwise
necessary or expedient for the 'protection of the Area, In-
cluding attorney’s fees and expenses -as hereinafter provided,
together with all judgements obtained against the parties or
any cf them on account of the operations under the Agreem-
ent, and actual expenses incurrad by any party or parties
hereto in securing evidence for the purpose of defending
against any action or claim prosecuted or urged against the
operations of the subject matter of the Agreement. In the
event actions or claims affecting the interests hereunder shall
be handled by the legal staff of one or more of the parties
hereto, a charge commensurate with cost of providing and
furnishing such services may be made to operations.

Administrative Overhead and General Expenses

(@) While CONTRACTOR is conducting Exploration
activities. cost of staffing and maintaining CONTR-
ACTOR’s head office in the A.R.E., and/or other offices
established in the A.R.E. as appropriate, other than
field oftices which will be charged as provided in Article
11, paragraph 9 above, and excepting salaries of employ-
ees of CONTRACTOR who are temporarily assigned to
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and directly serving on the Area, which will be charged
as provided in Article I1, paragraph 2 above.

CONTRACTOR's administrative overhead outside the
AR.E. applicable to the A.R.E. Exploration opera-
tion which will be charged each month at the rate of five
percent (59;,) of the total Exploration expenditures while
CONTRACTOR s conducting Exploration activities.
Admuusiiative overhead outside A.R.E. will not be
charged while Operating Company is conducting Explor-
ation activities. No other direct charges as such for
CONTRACTOR’s administrative overhead outside the
A.R.E. will be applied against the Exploration obligation.

Examples of the type of costs CONTRACTOR is incurr-
ing and charging hereunder due to activities under the

Agieement and covered by said percentage are:
. Executive — Time of executive officers,
2. Treasury —- Fiancial and exchange
problems.
3. Purchasing  — Procuring materials, equip-

ment and supplies.

Expleration and Production-Directing, advising
and controlling the entire project.

/)

Other departments, such as legal, comptrollers
and engineering which contribute time, know-
ledge and experience to the operations.

The foregoing does not preclude charging for direct
SC1vices under sub  paragraph 6. b of this Article TIL.

While  Operating Company is conducting activities,
Operating  Company’s personnel engaged 1n .general
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clerical and office work, supervisors and officers whose
time 15 gencrally spent in the main office and not the
field, and all employees generally considered as general
and administrative and not charged to other types of
expense will be charged to operations. |

11. Taxes

All taxes, duties or levies paid in the A.R.E. by CONTR-
ACTOR or Operating Company with respect to this Agre-
ement other than those covered by paragrapnh () (1) of Article
I11 of the Agreement.

12. Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the Agre-
ement and mcurred exclusively in the A.R.E. after Operating
Company is formed. No sales expenses incurred outside or

inside the A.R.E. may be recovered as a cost.

13.  Qther Expenditures
Any costs, expenses or expenditures, other than those which

are covered and dealt with by thé foregoing provistons of this
Article 11, incurred by CONTRACTOR or Operating Company

approved Work Programs and Budgets.

ARTICLE il
INVENTORIES

i. Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and CON.-
TRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall iaclude all such
materials, physical assets and construction projects. Written
notice of intention to take inventory shall be siven by Opera-
ting Company to EGPC and CONTRACTOR at least thirty
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(30) days before any inventory is to begin so that EGPC and
CONTRACTOR may be represented when any inventory js
taken. Failure of EGPC and/for CONTRACTOR to be
represented at an inventory shall bind them tc accept the
inventory taken by operating Comjpany, who shall i that
event furnish the party not represented with a copy thereof,

2. Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRACTOR
and EGPC, and a list of overages and shortages shall be join-
tly determined by Operating Company and CONTRACTOR
and EGPC, and the inventory adjusted by Operating Comp-

Any.
ARTICLE 1V
COST RECOVERY
1. Statement of Recovery of Costs and of Cost Recovery Cruade
Oil
CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly as practicable but
not later than ten (10) days after receipt from Operating
Company of the Statement for Development and Explor-

ation Activity for the calendar quarter a statement for that
quarter showing the following separately for sub-area “A”

and sub-area “B’’

( i) Recoverable costs carried from the previous quarter if
any.

( ii) Recoverable costs mcurred and paid during the quarter.

(iii) Total recoverable costs for the quarter (i) - (ii).

( iv) Value of Cost Recovely Crude Oil taken and sep & ate ly
disposed ol by CONTRACTOR for the quarter.
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(v) Amount of costs recovered for the quarter.

(vi) Amount of recoverable costs carried into the succeeding
quarter, 1f any.

(vii) Excess, if any, of the value ot Cost Recovery Crude Qil
taken and separately disposed of by CONTRACTOR over
costs recovered for the quarter.

2. Payments

If such statement shows an amount due EGPC, payment of
that amount shall be made in U.S. Dollars by CONTR-
ACTOR with the rendition of such statement. If CONTR-
ACTOR fails to make any such payment to EGPC on the
date when such payment is due, then CONTRACTOR shall
pay an interest of 2.59% higher than the LLondon Interbank
Borrowing Offered Rate ( LIBOR) for three (3) months U.S.
Dollars deposits as quoted by the National Westminster Bank
I td. at its main office in London at 10.30 am. G.M. 1. on
the date such payment is due. Such interest payment shall
not be recoverable.

3. Settiement of Excess Cost Recovery Crude Oil

EGPC has the right to take its entitlement of excess Cost -
Recovery Crude Oil under Article VII sub-paragraph (a) of
the Agreement in kind during the said quarter. A settlement

shall be required with the rendition of such statements in case
CONTRACTOR has taken more than its own entitlement of

such excess.

4. Audit Right

EGPC shall have a period of twelve (12) months from receipt
of any statement under this Article IV in which to audit and
raise objection to any such statement. EGPC and CONTR-
ACTOR shall agree on any required adjustmentis. Supporting
‘documents and accounts will be available to EGPC during
said twelve (12) month period.
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ARTICLE V
CONTROL AND MAJGR ACCOUNTS

Ioxpicratien Obligation Contrel Accounts

CONTRACTOR will establisit a separate Exploration Oblig.
atton (Control Account and a separate offsetting contra
account each fcr sub-area “A’" and sub-area “B’’ to contro]
thercin the fotal amount of Exploration expenditures repor-
ted on Siatements ol Activity prepared per Article 1, 2,
A hereof, less any recuctions agrased to by EGPC and CON-
TRACTOR foillowinz wrtten exceptions taken by a Non-

A l'l'-f.;:?

Orperator pursuant to Article 1. 3. A hereof, in order to

deterniine when miniraum  Exploration  oblieations have
beeii miet.

A

Cost Heeovery ©ontrei Account

CONTRACTOR will establish a separate Cost Recovery
Controi Account and a separate ofsetling contra account each

. ]

-

3 3 2% "

tor sum-crin A7 and sub-area 27 to control theremn the
amount of Cost remammg to ve recovereq, 1 any, the amount

-.E‘

£ 1 it Y S g T W e . s | 1 e = 1 3 L i LT Yem W Ry ="
01 cost recaversd, and the valne of Excess Cost Recovery

Crude Gii, il any.

'

Major Accounts - _ |

For the purposc of classifving costs, expenses and ex-
penditures for cost recovery as weil as for the purpose of
establishirg when the Exploration obligation has been met,
costs, expenses and expenditures shall be recorded in major
accounts mchuding the following

Expliorat:on Expenditures

Development izxpenditures, other than Operating Ex-

penses |

Operating Expenses

Necessary sub-accounts shall be wsed,

ounts shall be maintained by CONTRACTOR
to the exient necessary for the control of recovery of costs
and the treatment of Cost Recovery Crude Oil.
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