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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL
PETROLEUM CORKPORATION

AND

GETTY OIL INTERNATIONAL
(EAST GHARIB EGYPT), INC.

iIN
FAST GHARIB MARINE AREA
GULF OF SUEZ BASIN

This agreement made and entered on this 27th day of August
1984, by and between the ARAB REPUBLIC OF EGYPT (herein-
after referred to variously as “A.R.E.”” or as the “GOVERN-
MENT"), the EGYPTIAN GENERAL PETROLEUM CORPOR-
ATION, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as EGPC’") and Getty Oil International
(East Gharib Egypt), Inc.,a company organised and existing under

the laws of Liberia (hereinafter referred to variously as “GETTY”
or as “CONTRACTOR?”)

WITNESSETH

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

Bt

T
Ll
Y

WHEREAS, EGPC has appiied for an exclusive concessioit
for the exploration and exploitation of petroleum in and through-
out the area referred to in Article II, and described in Annex “A”
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and shown approximately on <“B”* which are attached :hereto and

made "part hereof; and

___ WHEREAS, Getty agrees to undertake its obligations provi-
‘ded hereinafter as {Contractor with respect to the ’ exploration,

development and production of petroleum in said Area; and

WHEREAS, the Government desires hereby to grant such

Concession, and

WHEREAS, the Minister of Petroleum pursuant (o the
provisions of Law No. 86 of 1956, may enter mto concession

agreement with EGPC, and with Getty as a contractor n the Area.

NQOW, 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 Petroleum discoveries and
other related holes and wells, and the purchase or acquisition
of such supplies, matertals and equipment therefore, all as
may be contained in the approved Work LPrograms and

Budgets. The verb “explore’ means the act of conducting

exploration.
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«Development ™ shall inciude, but not be limited to, al: the
operations and activities pursuant to approved Work Programs;
and Budgets under this Agreement with respect to:

(i) the drilling, plugging, decpening, side tracking, redriiling,
completing, equipping of development wells,  the
changing of the status of a well from o1l well to water well
and vice versa and

(if) design, enginecring, const:uction, installation, servicing.
and maintenance ¢of equipment, lines, systems facilities,.
plants and related operations to produce and operate
said development wells, taking, saving, {reating, handiing,.
storing, flariag, transporting and delivering petroleum,
repressuring, recyeling and other cecondary  recovery

| Projecis, anc

(i) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (1}
and (1),

«Petroleum’’ means liquid crude oil ol vartous densities,

asphalt, gas. casinghead gas and all other hydrocarbon sub-

stances that may be found in, and produced, oi atherwise:
obtained and saved from the area under this Agreement, and.
all substances that may be extracted therefrom.

«pLiquid Crude Oil”” or “Crude Oil>? or 01’ means any
hydiocarton produced {icw the Area which is in a liquid
otte at the wellhead or lease separators or which is extracted

from the gas or casinghead gas in a plant. Such term includes.

distillate and condensate.
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(e) <Gas’ Is natural gas both associated and nonassociated, and
all of its constituent clements produced from any well in the
Area and all nonhydrocarbon substances therein. Said term
shall include residual ‘gas.

(f) A <Barrel’”’ shall consist of forty-two (42) United States
galions, liquid measure, corrected to a temperature of sixty
degrees (60) 'Fahrenheit.

(g} <“Commercial Well"' mcans the first well in any geological
feature which after testing for a period of not more than
thirty (20) consecutive days where practical, but in any event
in accordance with sound and accepted industry production
practices, and verified by FEGPC, is found to be capable of
producing at the average rate ol not less than two thousand
(2000) barrels of oil per day (BOPD). The date of disco very
of a “Ccaunercial Well” isthe date on which such well s
comyleted and tested according to the above.

(h) ““A.R.E.” means ARAB REPUBLIC OF £GYPT.

(i) ““Fffective Date ’means the date on which thc text of this
agreement is signed by the GOVERNMENT, :GPC and
CONTRACTCR, after the relevant Law is issued.

(i) “Year” or “*Calendar Yeai’” means a period of wwelve (12)
months according to the Gregorian Calendar.

(k) “Financial Year” means the Government’s financial year
according to the laws and regulations of the A.R.E.

() “Tax Year’ means the period of twelve (12) months according
to the laws and regulations of the }A.R.F.
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- (m) An “Affiliated Company™ means a company

(i) the share capital, conferring a majority of votes at stock-
holders® meetings of such company, of which 1s owned
directly or indirectly by a party hereto;

- (ii) which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’s meeting
of a party hereto; or

(iii) whose share capital conferring a majority of votes at
stockholder’s meetings of such comoany and the share
capitil conferring a majority of votes of stockholder’s
meetings of a party hereto are owned directly or indirectly

by the. same company.

(n) “Exp'ciation Block™ shall mean an area, the corner points
of which have to be coincident with 3’ x 3’ latitude and
longitude divisions:; according to the International Grid
System where possible or with the existing boundarizs of the
Area covered by this Concession Agreement as set out In

Annex “A’.

(0) ““Develorment Block™ shall mean an area, the coiner points
of which have to be coincident with 1’ x 1’ iatitude and longi-
tude divisions according to the International Grid System w here
possible or with the existing boundaries of the Area covered

by this Concession Agreement as set out in Annex “A’.

-

{p) “Development Lease (s)” shall mean all or part of Develop-
ment Block or Blocks covering the geological structure cap-
able of production, the corner points of which have to be
coingcident with 1’ x 1’ latitude and longitude divisions accor-
ding to the International Grid System where possible or
with the existing boundaries of the Area covered by this
Concession Agreement as set out in Annex “A”.
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ARTICLE 1|
ANNEXES 10 THE AGREEMENT

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

Annex “B’ is a provisional illustrative map on the scale
of 1 : 250,000 indicating the Area covered and affected by the
Agreement and described in Annex “A

Annex “C’" is the form of a Letter of Guaranty to be issued by
the National Bank of Egypt, Cairc, Egypt, and to be submitted by
CONTRACTOR one week before the time ol signature by the
Minister of Petroleum of this Agreemeit, for the sum of twenty
eight million seven hundred thousand U.S. dollars (US$ 28,700,000)
guaranteeing the ecxecution of CONTRACTOR’s mimimum
sxploration obligations hereunder yor the first three (3) year
exploration pericd. Such guaranty shall remain effective for six
(6) months after the end of the said three (3) year period 2xcept as
it may be released nrior to that time in accordance with the terms
thereof. In case Contractor extends the initial exploration period
for two (2) successive periods of one (1) year and three (3) years
in accordance with Article TIH (b) of the Agreement, a similar
Letter of Guaranty for each extension period snall be issued by the
National Bank of Egypt and shall be submitted by Contractor one
(1) day before Contractor exercises it’s option; such Letters of
Guaranty shall be for the sum of fourteen (14) million U.S. Do-
llars for the first one (1) year extension period and for the sum of
twenty four (24) million U.5. Dollars for the second three (3)
year extension period less any excess exvenditures of the preceding
exploration pericd permitted to be carried forward in accoraance
with Article IV (b) 3rd paragraph oi the Agreement. Each such
guaranty shall remain effective fcr six (6) months after the end of
the exploration period for which it has been issued except that it
may be released prior to that time in accordance with the terms (of
the Lejter of Guaranty in the Agreement.)

Annex “D?’ is the form of a Charter of the operating company
to be formed as provided for in Article VI hereof.
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Lanex “E™ is the Accounting Procedure.

Annexes “A”, «B”, «C”, “D” and “E” to this Agreement
a1 hereby made part hereof, and they shall be considered as having
equal torce and effect with the provisions of this Agreement.

ARTICLE 111

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTR-
ACTOR subject to the terms, covenants and conditions set out in
['ir]his Agreement, which insofar as they are contrary to or incon-
sistent with any provisions of Law No. 606 of 1953, as amended,
shall have the force of Law, and exclusive concession in and to

ihe Area described in Annexes “A” and “B’’.

(Ay 'The GOVERNMENT shall own and be entitled, as herein-
after provided toc a royalty in cash or in kind of Ten (10)
percent of the total quantity of petroleum produced and saved
from the Area during the developmeut perioa including
renewal. Said royalty shall be borne anc paid by EGPC and
shall not te the obligation of the CONTRACTOR. The
payment of royalties by EGFPC shall not be deemed to result
i income attributable to the CONTR ACTOR.

(b) An initial exploration period of three (3) years shall start from
the Effective Date. Two (2). successive extensions to the
initial exploration period of one (1) year for the first extension
and three (3) years for the second extension shall be granted
to CONTRACTOR at its option upon thirty days prior to
written notice to EGFC and subject only to its having fulfilled
its okligations hereunder for the preceding period. The
Agreement shall be terminated if no Commercial Discovery
'sestablished by the end of the seventh (7th) year of the explor-

ation reriod. 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
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or testing at the end of the seventh (7th) j/ear exploration
veriod, but shall not exceed this period by more than Six
months. The [election by EGPC to undertake a sole  Tisk
venture under paragraph (c) immediately hereafter shall not
extend the fexploration period nor affect the termination of
the Agreement as to CONTRACTOR.

««Commercial Discovery’ : After discovery of a Commercial
well, CONTRACTOR shall, unless otherwise agreed upon
undertake, as part of its Exploration program the appraisal
of the discovery by drilling one or more additional wells, to
determine whether such discovery is worthy of being develop-
ed commercially, taking into consideration the recoverable
reserves, production, pipeline and terminal facilities required,
astimated crude oil prices, and all other relevant technical

and econonuc factors.

A Commercial Discovery may consist of one DrOGUCINg
reservoi: o = group of vroducing reservoirs which after
apvraisal is worthy of bemng coveloped commercially. ("O-
NTRACTOR choll give notice of 2 Commercial Discovery
to TGPC inmediately ofter the discovery is considered by
CONTRACTOR to be worthy of commercial development

1 the completion of the second

but in any event rot later iha:
[lowing

“exploration” appraisal well, or twelve (12) months fo
the date of the discovery of the Commercial Well whichever
is earlier: except that the CONTRACTOR shall also have the
right to give such notice of Commercial Discovery with respect
to any reservoir or reservoirs even if the well or wells thereon
are not “Commercial”” within the definition of ,*Coib me:g:_ii
Well” if, iz its opinion, a reservoir or 4 group of Teservoirs
considered collectively, could be worthy of development.
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Following receipt of such notice EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial Disco-
very. The date of Commercial Discovery shall be the date
EGPC and CONTRACTOR mutually agree that a Com-

mercial Discovery exists.

If Crude O1l is discovered but is not deemed by CONTR-
ACTOR to be a Commercial Discovery under the above
provisions of this paragraph (c), EGPC shall one (1) month
after the expiration of the perod specified above within which
CONTRACTCR can give notice of Commercial Discovery,
ot thirteen (13) months after the completion of a well not
considered a “Commercial Well”” have the right, following
sixty(60) days notice in writing to CONTRACTOR, at its sole
cost, risk and expense, to develop, produce and dispose of
11l Crude Oil from the geological feature on which the wetl has
been drilled.  Said notice shall state the specific area covering
said geological feature to be developed, the wells to be drilied,
the production facilities to be installed and EGPC’s estimated
gost thercof. Within thirty (30) days after receipt of said

notice CONTRACTOR may, in writing, elect to deveiop such
area as provided for in the case of Commercial Discovery

hereunder. In such event all terms of this Agreement shall
continue to apply to the specified area.

~ IFCONTRACTOR elects not to develop such area, the specific
~ grea covering said gsological feature shall be set aside for sole

risk operations by EGPC, EGPC shall be entitled to perform or
1fi the event Operating Company referred toin Article VI has
. come mto existance, to have Opzrating Company perform such
operations foritat EGPC’s sole cost, risk and expense. When
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EGPC has recovered from the Crude Oil produced from such

specific area a quantity of Crude Ol equal in value to three
hundred (300) percent of the cost it has incurred in carrying
out the sole risk operations, CONTRACTOR shall have the
option, only in the event there has been a separate Commer-
cial Discovery. to share in further development and produc-
tion of that specific area upon paying EGPC one hundred
(100) percent of such césts incurred by EGPC. Such one

hundred (100) percent payment shall be recovered by CON-
TRACTOR from Cost Recovery Crude Oil in the normal

manner for the recovery of expenses under Article VIl (a).
Immediately following such payment the specific area shall
either (i) revert to the status of an .ordmary Development
lease under this Agreement and thercafter shall be operated
in accordance with the terms hereof: or (i) alternatively, m
the event that at such time EGPC or its Affiliated Company 18
conducting all development operations in the area at 1ts 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 QOil as
specified in Article VII (b) below. The sole risk Crude O1l

shall be valued in the manner provided in Paragraph (c) of
Article VI1. in the event of any termination of this Agreem-
ent under the provisions of paragraph (b) above this Agreem-
ent shall. however, continue to apply to EGPC’s operation of
any sole risk venture hereuncer, althcugh such Agreement
shall have been terminated with respect to CONTRACTOR
pursuant to the provisieans of said paragraph {b) above.
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(d) The development period shall be twenty (20) years from the
date of issuance of the first Development Lease. This period
may be renewed for an additional period of five (5) years at
the option of CONTRACTOR upon six (6) months prior"
written notice to EGPC. Following Commzrcial Dlscovery
the extent of the whole area capable of production to be
covered by developmez=nt lease or leases shall be mutually
agreed upon by EGPC and CONTRACTOR and be subject
to the approval of the Minister of Petroleum. Such area shall
thenﬁﬁe converted automatically into a dzvelopme:=nt lease or
leases without the issuanza of any additional legal instrumznt
or permission.

Developinent opzrations therealter shall b2 started promptly
by oneraiing Comnany and bz conducted in azcordanze with
good oil fisld practices and accepted o2troleum engmaaringm
principles, uatil the fizld s considarad to b2 tully dzvzlonad,
In the event no commezrcial produstion of Patroleum in regular
shipments is established in any Dzvelopme=nt Block within four
years from the date of the approval of the Mimster of Petrol-
eum referred to hsreinabove such a D2velopm:nt Blozk shall
immediately be surrendsred unless otherwise agrezd upon by
EGPC.

() CONTRACTOR shall bear and pay all the costs and expenses
required in carrving out all the operations uadsr this
Agreement but such costs and expenses saail not inciude any
interest on investment, and CONTRACTOR shail look only
to the Petroleum to which it 1s entitled undzr this Azcezme:nt
to recover such costs and expznses. Such costs and exnznses
shall be recoverable as providzd in Article VII. During the
ter of this Acgreemant and its renzwal, thz total produstion
achieved 1n ths conduct of such operations snall bz divided
between EGPC and CONTRACTOR in accordance with the

provisions oi Article VII.
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(n M CONTRACTOR shall be subject to the laws in force
in the A.R.E. and the nolitical subdivisions thereof,
which impose taxes on or are measured by income or
profits, including those laws imposing the commercial
and industrial profits tax, municipal tax, defense tax and
national security tax on income and dividends paid with
respect to shareholders (hereinafter referred to as “A.R.E
Income Taxes’), and except as otherwise provided in
the Agreement, shall comply with the requirements of
such laws with respect to the filing of returns, the assess-
ment of tax, and the keeping for review by authorised
persons of books and records.

Any A.R.E. Income Taxes as described above
which may be levied against CONTRACTOR’s sharehol-
ders as a result of CONTRACTOR’s activities under
this Agreemsnt shall be the responsibility of EGPC.

It is expressly agreed and acknowledged that EGPC’s
share of the voiume of crude oil as determined under
Article VII includes a volume of crude o1l to meet the
CONTRACTOR’s A.R.E. Income Taxes as described
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 when due. |

(2) For purposes of applying paragraph (f) (1) of this Article,
the total taxable incomz of CONTRACTOR i1n respect
of any Tax year shall be an amount calculated as follows:

(iY The total of the sums received by CONTRACTOR
- from the sale or other disposition of all Crude Oil

acquired by CONTRACTOR putsuant to Article VI
paragraphs (a) and (b} ;
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LESS

(@) The costs and expenses of CONTRACTOR
which are recovered in the Tax Year under
paragraph (a) of Article VII; and

(b)) The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and separately disposed of by CO-
NTRACTOR pursuant to Article VII, par-
agraph (2) (2) ;

PLUS

(i) An amount equal to CONTRACTOR’s A.R.L.
Income Taxes.

(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 its share of the Crude Oil.

(4) EGPC shall furmish to CONTRACTOR the proper
official receipt evidencing the payment of CONTRAC-
TOR’s A.R.E. Income Taxes, within sixty (60) days

tollowing the receipt by EGPC of CONTRACTOR tax
declaration for the preceding Tax Year. Such recelpts

<hall be issued by the proper Tax Authorities and shall
otate the amount and other particulars customary for

such receipts.

(g) In calculating its A.R.E. Income Taxes, EGPC shall be
entitled to deduct royalties paid by EGPC to the GOVERN-
MENT and the A.R.E. Income 'Taxes of CONTRACTOR
paid by EGPC on CONTRACTOR’s behalt.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERAOD

(a) ‘CON'I'RACTOR' <hall commence exploration operations
hereunder not later than six (6), months after the Effective
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Date. Not later than the end of the fifteenth (15) month
~fter the Effective Date, CONTRACTOR shall start explor-
ation drilling in the Area, with a commitment of drilling
four (4) wells during the initial exploration period. EGPC
shall make available for CONTRACTOR’s use all seismic,
wells and other exploration data in EGPC’s possession with

respect to the Area.

The initial exploration period shall be three (3) years. CON-
TRACTOR may extend this exploration period for two
(2) additional periods of one (1) year and three (3) years
respectively in accordance with Article I b, each upon a
thirty (30) days pror written notice to EGPC subject 1o
its expenditure of 1ts minimum exploration obligations
and of its fulfillment of the drilling obligations hercunder

tor the then current period.

CONTRACTOR shall spend 4 minimum of twenty eight
miltion seven hundred thousand, (28.7) million US Dollars
on exploration operations and activities related thereto
during the initial three (3) year exploration period ; provided
that CONTRACTOR shall drill four ( 4) wells.
For the first one (1) year period that CONTRACTOR
elects to extend beyond the initial exploration period CON-
TRACTOR shall spend a minimunm of fourteen (14) mil-
lion US Dollars and for the second three (3) year extension
period, CONTRACTOR shall spend a minimum of
twenty-four (24) million U.S. Dollars; during each of such
extensions CONTRACTOR shall drill two (2) and four
(4) wells, respectively. | -

Skould CONTRACTOR spend more than the minimum
amount required to be expended during the initial three (3)

'year exploration period or during any period thereafter,

the excess may be subtracted from the minimum amount
of money required to Dbe expended by CONTRACTOR
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during any succeeding exploration period or periods, as
the case may be providing CONTRACTOR has fulfilled
his drilling obligations.

In case CONTRACTOR surrenders its exploration obliga-
tions in this Agreement as set forth above before or at the
end of the third (3rd) year of the 1nmitial period, having expe- |
pded less than the total sum of twenty eight million seven
hundred thousand (28.7) million US Dollars on exploration
or in the event at the end of the third (3rd) year CONTRAC-
TOR has expended less than said sum 1 the Area, an
amount equal to the difference between the said twenty eight
million seven hundred thousand (28.7) mullion US Dollars
and the amount actually spent on exploration activittes sh-
all be paid by CONTRACTOR to EGPC at the time of
surrendering or within three (3) months from the end of
year of the initial exploration period, as the case may be. Any
expenditure deficiency by CONTRACTIOR at the end of
any additional period for the feasons above noted snall
similarly, result in a payment by CONTRACTOR to EGPC
of such deficiency. Provided this Agreemsat 1s sull in force
as to CONTRACTOR, CONTRACTOR shall be entitled
to recover any such payments -as exploratioa expanditure
v the manner provided for under Article VII in the eveat
of commercial production.

Without prejudice to Article III (b), 1n case no Conms
ercial Discovery is established by tae end of the seventh
(7th) year, or in casz CON FTRACTOR surrenders its explo-
ration obligations under this Agreement prior to sucy ti-
me, EGPC saall not ozar aay oi aforesatd expeasss speit by
CONTRACTOR.
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{c) At least four (4) months prior to the beginning of each
financial year or at such other times as may mutually be
agreed to by EGPC and CONTRACTOR, CONTRACTOR
shall prepare an Fxploration work Program and Budget for
the . Area setting forth the exploration operations which
CONTRACTOR proposes to carry out during the ensuing
year. During each exploration period, such Work
Program and Budget shall be at least sufficient to satisfy
JONTRACTOR’s minimum expenditure obligations for
the period it covers, taking into account any credits for

excess drilling or expenditures by CONTRACTOR in prior
exploration period.

The Exploration work Program and Budget shall be reviewed
by a joint committee to be established by EGPC and
CONTRACTOR atfter the Effective Date of this Agreement.
This Committee, hercinafter referred to as the ‘Explor-
ration Advisory Committee’”, shall consist of six (6) memb-
ers, three (3) of whom shall be appointed by EGPC and three
(3) by CONTRACTOR. The chairman of the Exploration
Advisory Committee shall be designated by EGPC
from among the members appointed by it. The Exploration
Advisory Committee shall review and give such advice
as 1t deems appropriate with respect to the proposed
Work Program and Budget. Following review by the
Exploration Advisory Committee, CONTRACTOR shall
make such revisions as CONTRACTOR deems approp-
riate and submit the Exploration Work Program and Budget
to EGPC for its approval. Following such approval, it is
further agreed that :

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

approved budgeted expenditure without the approval
oif EGPC.

(ff) In the event of emergencies involving danger of loss
of hives or propertyy, CONTRACTOR may expend
such additional unbudgeted amounts as may be
required to alleviate such danger. Such expenditure
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{d})

(e)

shall be considered in all respects as exploration
expenditure and shall be recovered pursuant to the
provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all
materials, equipments, supplies personnel administration
and operations pursuant to the Exploration Work Program
and Budget and EGPC shall not be responsible to bear or

repay any of the aforesaid costs. _

CONTRACTOR shall be responsible for the preparation
and performance of the Exploration Work Program which

shall be implemented in a workmanlike manner and 1n
consistence with good industry practices.

Except as is appropriate for the processing ol data,
laboratory specialised engineering and development studies
thereon, to be made in specialised centers outside A.R.E.,
all geological and geophysical studies as well as any other
studies related to the performance of this Agreement, shall

he made 111 the A.R.E.

CONTRACTOR  shall ‘entrust ’‘the management .of
exploration operations in the A.R.E. to its techmically
competent General Manager and Deputy General Manager.
The names of such Manager and Deputy General Manager
shall upon appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and, in
his absence, the Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient powers to carry out
immediately ali lawful written directions given to them by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful regulations issued or hereafter to
be issued which are applicable hereunder and not in conflict
with this Agreement shall apply to CONTRACTOR.

CONTRACTOR shall suppiy EGPC, within fifteen (15)
days from the end of each calendar quarter, with a Statement
of exploration Activity showing costs incurred by CON-
TRACTOR during such quarter. CONTRACTOR's reco-
rds and necessary supporting documents shall be available
for inspection by EGPC at any time,; during regular working
hours for three (3) months from the date of receiving each
Statement.
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within the three (3) months from the date of receiving such

Statement, EGPC shall advise CONTRACTOR in writing
if it considers

()] that the record of costs is not correct ;

(i) that the costs of goods or services supplied are not 1n
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 sup-
plied, provided however, that purchases made and
services performed within A.R.E., shall be subject to

Article XXV

(i) that the condition of the materials furnished by
CONTRACTOR does not tally with their prices ; or

{iv) that the costs mcurred are not reasonably required for
operations. '

CONTRACTOR  shail confer with EGPC 1n connection
with the problems thus presented, and parties shall attempt
io reach a settlement which is mutually satisfactory. 1f
within the time limit of the three (3) months period provided
for in this paragraph, EGPC has not advised CONTRAC-
TOR of its objection to any statement, such statement shall

be considered as approved.

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

CONTRACTOR shall supply all funds necessary for 1ts
operations in A.R.E. under this Agreement in freely conv-
ertible currency from abroad. C ONTRACTOR shall have
the right to buy Egyptian currency whenever required and
the conversion shall be made at the local banks in the A.R.E.
according to the Ofiicial A.R.E. Rate of Exchange.
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(/) EGPC is authorised to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receiving fromm CONTRACTOR an equ-
valent amount of US Dollars at the official A.R.E. rate of
exchange, such dollars to be deposited in an EGPC account
abroad with a correspondent bank of the National Bank
of Egypt, Cairo. Withdrawals from said account shall
be used for financing EGPC’s and its Affiliates foreign
currency requirements in accordance with their approved
budgets and subject to the approval of the Minister of
Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

Mandatory

At the end of the third (3rd) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty-five (25) percent in Exploration Blocks of the
?ﬁginal Area not then converfed to a development lease or
eases,

At the end of the fourth (4th) year after the Effective
Date hereof, CONTRACTOR shall relinquish an additional

tweaty five (25) percent in Exploration Blocks of the original .

Area not then converted into a development lease or leases.

Without prejudice to Article IIT and XXI, at the end of
the seventh (7th) year of the exploration period, CONTRACTOR
shail relinquish the remainder of the original Area not then conv-
etted to a development lease or leases.

For the purposes of this Article V CONTRACTOR 1is not
required to surrender a development lease or a part thereof.

Voluantary

~ CONTRACTOR may, voluntarily, during any period rel-
mquish all or any part of the Area in Blocks provided that at
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the time of such voluntary relinquishement i'ts financial oblig-
ations for exploration expenditure under Article 1V paragraph

(b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward
the mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPC and CONTR-
ACTOR shall mutually agree upon any area to be relinquished
thereafter, except for the relinquishment provided for above at
the end of the total exploration period. |

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discovery, EGPC and CONTRACTOR
shall form in the A.R.E. an operating company which shall
be called East Gharib Petroleum Company, hereinafter
referred to as East Gharib or as “Operating Company™.
Operating Company shall be subject to the laws and regul-
ations in force in the A.R.E. to the extent that such laws

and regulations are not inconsistent with the provisions
of this Agreement or the charter of East Gharib.

However, East Gharib shali, for the purpose of this Agr-
eement, be exempted from the following laws and regul-
ations as now or hereafter amended or substituted :

— Law No. 159 of 1981 promulgating the law on joint
stock companies partnership limited by share companies
and limited liability companies.

— Law No. 141 of 1963.7on the formation of board of

. directors of private companies, societies and corpor-
ations, and on the manner of workers representatiorr
thereon.
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——  Law No. 97 of 1683 promulgating law concerning public
sector’s corporations and companies.

— Law No. 97 of 1976 organising dealings in foreign cur-
rencies ;

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

(5}t The Charter of East Gharib is hereto attached as Annex
«D”. Within thirty (30) days after the date of commercial
Discovery (unless otherwise agreed by EGPC and CONT-
RACTOR), the Charter shall take effect and Operating
Company shall automatically come into existence withowt
any further procedures.

(cy 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 ihe vear in which the Commercial
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 com-
mencement of each [succeeding !financial year thereafter
(or such other date as may be agreed upon) Operating Comp-
any shall prepare an annual Production Schedule, Work
Program and Budget for the succeeding financial year. The
Production Schedule, work Program and Budget shall be
submitted to the Board of Directors for approval.

(d) Not later than the twentieth (20 th) day of each month,
Operating Company shall furnish to CONTRACTOR a
written estimate of its total cash requirements for expenditure
for the first half and the second half of the succeeding month
expressed in US Doliars (having regacd o thz apprdvﬁ
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(e}

{f)

pudget. Such estimate shall take into consideration any
cash expected to be on hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent bank designated in paragraph
(e) below on the first day and fifteenth day respectively, or

the next following business day, if such day is not a business
day.

Operating Company is authorised to keep at 1is own dis-
posal abroad in an account opened with a correspondent
bank of the National Bank of Egvpt, Cairo, the foreign funds
advanced by CONTRACTOR. Withdrawals from said ac-

count shall be used for payment for goods and services ac-
quired abroad and for transferring to a local bank in the
A R.E. the recuired amount to meet expendiiures m Egyp-
tian Pounds, for Operating Company in connection with ifs
activities under this Agreement.

Within sixty (60) days after the end at each Fimancial
Year, Operating Company shall submit to the appropriate
exchange control authorities in the A R.E. a statement,
duly certified by a recognised fi¥m of auditors. showing the
funds credited to that account, the disbursements madé
out of that account and the balance outstanding at the end
of the year.

If and for as long during the period of production opera-
tions there exists an excess capacity in facilities which can-
not during the period of such excess be used by the Opera-
ting Company, the CONTRACTOR will consult with
EGPC to find a mutually agreed formula whereby EGPC
may use the excess capacity if it sO desires without any un-
reasonable financial. or operational disadvantage to the
CONTRACTOR.
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ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(@) (1) CostY Recovery Crude Oil

Subject to the auditing provision under this Agreement,

CONTRACTOR shall recover all costs and expenses
in respect of all the exploration development and

related operations under this Agreement to the extent
and out of fourty (40) percent quarterly of all Crude
Oil produced and saved from all development
leases within the Area hereunder and not used in petrol-

eum operations. Such Crude oil is hereinafter referred
to as “Cost Recovery Crude Ol

For all Exploration, Development and Production hereun-
der, such costs and expenses shall be recovered from Cost
Recovery Crude Oil in the following manner :

(i) All Operating Expenses, incurred after initial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on which 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 the Tax Year in which

initial Commercial Production occurs, whichever
is the later date. -

(i{) Exploration Expenditures including those accumula-
ted prior to the commencement of initial Commercial
Production, which for the purposes of this Agree-
ment shall mean the date on which the first regu-

) lar shipment is made, shall be recoverable at the
rate of twenty (20) percent per annum starting either
in the Tax Year in which such expenditures are -
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incurred and paid or the Tax Year in which initial
Commercial Production commences, whichever is
the later date.

(iif) Development Expenditures, including those accu-

mulated prior to the commencement of initial Com-
mercial Production shall be recoverable at the rate

of twenty (20) percent per annum starting in
the Tax Year in which such expenditures are incur-
red and paid or the Tax Year in which initial Com-

mercial Production commences, whichever is the
later date. '

(iv) To the extent that, in a Tax Year, costs, expenses

or expenditures rtecoverable per paragraphs (i)
(i1) and (iii) preceding exceed the value of all Cost:
Recovery Crude Oil for such Tax Year, the excess
shall be carried forward for recovery in the
next succeeding Tax Year or Years until fully
recovered, but in no case after the termination of
the Agreement, as to CONTRACTOR.

(v) For the purpose of determining the classification

of all costs, expenses and expenditures for their
recoverv, the following terms shall apply :

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

2. “Development Expenditures’’ shall mean ali

costs and expenses for Development with the
exception of operating expenses.

3. “Operating Expenses” shall mean all costs,
expenses and expenditures made after {initial
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Commercial Production, which costs, expenses
and expenditures are not normally depieciable.

However, operating expeanses shall include
workover repait ‘and maintenance of assets
but shall not include any of the following :
side tracking, lredrilling and changing "of {the
status of & well from oil well to water well
and vice versa, replacement of assets or
a part of an asset, major overhauling that

extends the life of the asset, additions, improve-
ment and renewals.

vi) It is understood and agreed upon that the recovery
of cosis and eoxpenses as based uvpon the rates
referved to above shall be allocated to each quarter
proporfionatelv {one fourth to each quarter). Ho-
wever, any irecoverable costs and expenses mot
recovered in one quarter, as thus allocated, shall be
carried forward for recovery tu the next quarter.

{2) CONTRACTOR shali each quarter take and sepa-
rately dispose of all Cost Recovery Crude Oil produced,

except as provided in sub-paragraph (@) (3) below
of this Article VII, plus its share of the balance of the
Crude Qil 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
(¢} below) exceeds the actual recoverable costs and
expenditures, including any carry forward from para-
graph (a) (1) (v} above, to be recovered in that quarter
the value of such excess Costs Recovery Crude Oil
actually taken and separately disposed of by CON-
. TRACTOR shall be paid by CONTRACTOR to EGPC
in the manner set forth in Article IV ot the Accounting
Procedure contained i Aunnex “E” and CONTRA-
CTOR shali be deemed to have purchased such excess
Cost Recovery Crude Oil.
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(3) Ninety (90) days prior lo the commencement of each
year EGPC shall be entitled to elect by notice in writing

to CONTRACTOR to take delivery in kind, F.O.B.
export terminal or other agreed delivery point, of up

to 100 percent of any excess Cost Recovery Crude Oif
for that year, and thereby reduce the amount to be

purchased by CONTRACTOR in the same percentage

amount.

(6) Production Sharing :
The remaining sixty (60) percent of the Crude Oil shali
be taken and disposed of separately by EGPC and CONT-
RACTOR according to the following incremental scale :

—

L]

_“—_.-_anhﬂ-h--—-—-—

Crude Qil produced and saved . ;_

ander this Agreement and not - EGPC . Contractor
used in Petroleum operations. Share | Share 9
Barrels per day. j % -

That portion i

up to 50,000 BOPD | 83% 17%
That portion in excess of : i

50,000 BOPD up to 100,000 |

BOPD o 8% 15%
That portion 11 ' |

excess of 100,000 BOPD \ 889%, 1 129%

(¢) (L) Itis the ptent of the Parties that the value of the Cost
Recovery Crude Qil shall reflect the prevailing market
price for Crude Oil. For the purpose of evaluating the

prevailing market value of the quantity of Cost



3 (u_,i)E.EUIﬂL%r.LJ Jgill 5T &gl Dlee ope 5l o
g — fb:“ MJ‘ > gie 481 \_.a..buU-_pé_,s-La-Jthm
el gl Ll LAI 4......H hdd 3 Al e OB S JI D gaall
o s Y A ) 25U 5 St Sl bl sbzal a5
o s Bl o ca ) ol G 35U el ca e
> 3 41 o gdl) s e Al ol oo I e 5 3 gic Slautol
Joadl GG Blie dop) Slosedl (g o € o D £ s
O Jo v paal 13 (3w ) M-qim.anl,,h;f e bl g
I P Tt A G N A
S AT O aly il sl 2 3 o431 ey bl sl
Lt e s Of Jalall zol 130 2 Jbv 6f Joy o 4t
u‘.gu N el Ba e sadnd) AW sl 2 WY el
J ol Al s i )l ) Gial G Gl G SNLIY I
o el e gy Lod G L

Jslall o1 &l Sl s Orlanad ol Jha b g fj >l . ¥

(,du ulplz“i___.:‘)‘ JFMW;A}M»MGTJ#
NHIROg f,_.,uumg,,jl&mdi JyElly Bl e o
ul‘a“ n)_a..a“(_g:&);-\l‘ 4_.o-ﬂ-H -b-kmdqjhm_md‘w‘_sn'jl

555 Jatalt slayl RUSP) Jso gl ods ol (V) (=)
";:;";"” ;jg_a” Lo gt S ooy A J:;-T > (_:,Lo.a...-.».}” .__:,,.:;w-‘j” ‘;k-a.]l
556 Lag! (1) (2) Fee A 3501 sim s A (1) (2)
cait gl padl ddas der ade dulll S AT (6 2y Gy



1Y varg i BeET Y B () BB BTy Al SR o .
e T e

(2)

Recovery Crude Oil to which CONTRACTOR is ent-
itled hereunder during each caleadar semester, the
welghted average price realized for comparable quantities
on comparable credit terms in freely 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 Oil sales
contracts currently in effect, but excluding crude oil
spot sales not consistent with prevailing market prices
for similar Crude Oil and also excluding Crude Oil
sales contracts involving barter, whichever 1s higher,
shall be used. It is understood that in the case of C.L.F.
sales, appropriate deductions shall be made {for
transport and insurance charges to calcuiate the F.O.B.
point of export price ; and always taking into account
the appropriate adjustment for quality of crude oil,
freight advantage or disadvantage of port of loading
and other appropriate adjustments. Nevertheiess, if

CONTRACTOR considers the value of the Cost Recovery
Crude Oil so determined not to reflect the market Con-
ditions prevailing during the calendar semester, CON
TRACTOR and EGPC shali meet and mutually asree

upon the price.

If during any calendar semester there are no such sales
by EGPC or CONTRACTOR under Crude Oil Sales
contracts currently in effect EGPC and CONTRA-
CTOR shall meet and mutually agree upon ‘the price
of Crude Oil to be used 1n determining the value me-
ntioned in sub-paragraph (¢) (1) above. Pending such

mutual agreement the price used shall be the last price

determined pursuant to sub-paragraph {c) (1) or under
this sub-paragraph (c) (2), whichever is later, and app-
ropriate adjustment will be made thereto after deter-

mination of a mutually agreed price by EGPC and
CONTRACTOR.
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(d) Operating Company shall prepare (not less than ninety

(€)

(f)

(90) days prior to the beginning of each calendar semester

following regular production) and furnish in writing to
CONTRACTOR and EGPC a forecast setting out a total
quantity of petroleum that Operating Company estimates can
be produced, saved and transported hereunder during such
calendar semester in accordance with good oil industry practi-
ces. Operating Company shall endeavour to produce each
calendar semester the forecast quantity. The Crude Oil sl‘_;all
be run to storage tanks or offshore loading facilities cons-
tructed, maintained and operated according to Government
Reguiations, by Operating Company in which said Crude
O1l shall be metered or otherwise measured for royalty, and

other purposes required by this Agreement.

CONTRACTOR shall have the right and the obligation
to separately take and dispose of currently all of the Crude
Qil to which it is entitled as is determined in accordance with
sub-paragraphs (a) and (b) of this Article. Subject to
payment of sums due EGPCunder Articles VII (2) (2) and
IX, CONTRACTOR shall have the right to retain abroad
all funds acquired by i1t abroad including the proceeds from

the sale of its share of Crude Qil exported.

At a reasonable time prior to the commencement of Com-
herical Production EGPC and CONTRACTOR shall meet
and agrec upon a procedure for scheduling tanker liftings
from the agreed upon point of export.
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ARTICLE VIIT
TITLE TO ASSETS

() EGPC shall become the owner of all assets acquired and
owned by CONTRACTOR in connection with the operations
carried out by CONTRACTOR or Opelatmg Company in

accordance with the following :

(1) Land shall become the property of EGPC as soon as
it 18 purchased.

(2) Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as they

become subject to recovery in accordance with the
provisions of Article VII; or at the time of termination
of the Agreement, whichever first occurs.

The Book Value of the Assets created during each- calendar
quarter shall be communicated by CONTRACTOR
to EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the end of
each quarter. |

(b) During the term of this Agreement and the renewal period

EGPC, CONTRACTCR and O“eratmg Company are
entitled to the full use of ali fixed and movable assets in

connzction with operations hereunder in (1) the Area and
(2) any other area approved by EGPC and CONTRAC-

TOR and proper accounting adjustment shall be made.
CONTRACTOR and EGPC shali not disnose of the same
except with agreement of the other.

(¢) CONTRACTCR may {reely im f::-Cit intc A.R.E.. use therein
and-freely export at the end of such use machinery and eqgu-
ipeent which 1t either rents or leases in accordance with

good industry practices.
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ARTICLE IX
BONUSES

(@) CONTRACTOR shall pay to EGPC as a Signature Bonus
the sum of five (5) million U.S. Dollars on the Effective

Date.

(b)) CONTRACTOR shall pay to EGPC the sum of five (5)
mitlion U.S-. Dollars as Production Bonus when the total
average daily production first reaches the rate of fifty thousand
(50,000) barrels per day for a period of thirty (30) cons-
ecutive producing days. Payment will be made within fifteen

(13) days thereafter.

(¢} CONTRACTOR shall also pay to EGPC the additionai sum
of seven (7) million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (100,000) barrels per day for a
period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the addittonai sum
of nine (9)million U.S. Dollars as a Production Bonus when
the total average daily production first reaches the rate of
one hundred and fifty thousand (150,000) barrels per day
for a period of thirty (30) consecutive producing days.
payment will be made -within fifteen (15) days thereatter.

(¢) Alf the above mentioned Bonuses shall 1n no event be reco-
vered nor amortized by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of
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the Area pursuant to the sole risk provisions of Article III
hereinabove, production from such sole risk area shall be
considered for the purposes of this Article IX only if CON-
TRACTOR exercises its option to share in such production,
and only from the initial date of sharing.

" ARTICLE X

OFFICE AND SERVICE OF NOTICE

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

The General Manager and Deputy Geneml Manager shall

be entrusted by CONTRACTOR with suflicient power to cairy
out immediately all local written directions given to him by the
GOVERNMENT or its representatives under the terms of
this Agreement. All lawful regulations issued or hereafter
to be issued which are applicable hereunder and not in conflict
with this Agreement shall apply to the duties and activities o
{he 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 In
ARE. .

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

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) Operating Company shall take all proper measures, according
to generally accepted methods in use in the oil industry to
prevent loss or waste of petroleum above or under the
sround in any form duringdrilling, producing, gathering and

distributing or storage operations. The GOVERNMENT
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has the right to prevent any operation on any well that it
might reasonably expect would result n loss or damage to
the well or the oil field.

(b)) Upon completion of the drilling of 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.

(¢} Except in instances where multiple producing formations
in the same well can only be produced economically through
single tubing string, Petroleum shall not be produced from
multiple oil carrying zones through one string of tubing
at the same time, except with the prior approval of the
GOVERNMENT or its representative.

(/) Operating Company shall record data regarding the quantt-
ties of petroleum and water produced monthly from each
development 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 1t ;s obtamed.
Daily or weekly statistics regarding the production from the
Area shall be available at all reasonable umes for
examinaticn by authorized representatives of the GOV ERN-
MENT. |

(¢) Daily drilling records and the graphic logs of wells mustshow
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting
petroleum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well
after its completion shall be subject to the approval of the repre-

sentative of the GOVERNMENT.

ARTICLE XIl
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, Operating Company and therr
- foreign contractors and sub-contractors engaged In
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carrying on operations under this Agreement shall be permit-
ted to import and shall be exempted from customs duties.
with respect to the importation of machinery, equipment,
vehicles, materials, supplies consumable items, foodstuffs
and movable property when cerdfied by responsible repre-
sentative of EGPC, to be used solely in carrying on opera-
tions under this Agreement. '

(D) Each expatriate einp‘]oyee of CONTRACTOR and Opera-
ting Company and the said contractors and sub-contractors
shall be permitted to import and shall be exempted from all
customs duties with respect to the reasonable importation of
household goods, consumable items, foodstuffs (within the
Iimits approved by Ministry of Petroleum) and personal
citects including one automobile provided however, that
such properties are imported for the sole use of the emplo-
yee and his family and provided further, that no such pro-
perty. imported by the employee shal!wbe‘resold by him in
the A.R.E. except in 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 aud 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.

td) Without prejudice to Article VIIT, any of the items imported
into the A.R.E. either exempt or not-exempt from customs
duties, tax= or imposts und>r this Article n: y be exported
by the importing party at any time without the payment of
any export duty, or impost. '
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(e)

(f)

(/1)

(/)

Used but serviceable material, equipment and goods resul-
ting from operations hereunder may be sold within the A.R.E.

provided that the purchasers pay the applicable customs

duties, taxes or imposts, if any, except 1f sold to EGPC or
an affiliated company of EGPC.

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

or Operating Company as scrap or junk (any such CONTR-
ACTOR’s appraisal being subject to EGPC approval and
any such Operating Company’s appraisal being subject to
EGPC and CONTRACTOR approval) may be sold as scrap
or junk without payment of customs duties, taxes or
IMposts.

In the event of such sale under sub-paragraphs (e) and (f)

“above, the proceeds from such sales shall be divided 1n the

following manner :

CONTRACTOR shall be entitled to reimbursement of 1ts
unrecovered cost, if any, in such material or equpment
and the excess, if any, shall be paid to EGPC.

«“Customs Duties’”, as used herein, shall include all d.u_ties
taxes or imposts (except those charges paid to the GOVER-
NMENT for actual services rendered), which are payabie
as a result of the importation of the itenm or items under consl-
deration.

There shall be no licence required, and CONTRACTOR,

_ EGPC and their respective buyers shall be exempted from any

duty, tax, fee or any other financial impost in respect of the
export of Petroleum hereunder
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(/) EGPC, CONTRACTOR, Member Company (ies), Opera-
" ting Company (ies) and their contractors and sub-contrac-
tors engaged in this Agreement, for the purpose of this Arti-
cle and without prejudice to the limits and restrictions laid
down in paragraphs (a) and (b) above, shali be exempted
from Law No. 133 of 193! promulgating the law on consum-

ption tax as now or hereafter amended or substituted by
subsequent laws.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND
PAYMENTS

() EGPC, CONTRACTOR and Operating Company shali
each maintain at their business offices i 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 bc necessary to show the work performed
under this Agreement, including the amount and value of
all petroleum prodiced and saved hereunder. CONTRA-

CTOR and Operating Company shall keep their books ot

account and accounting records i United States Dollars.

Operating Company shall furnish to the GOVERNMENT

or its representative monthly returns showing the amount

of petroleum produced and saved hereunder. Such returns
shall be prepared in the form required by the GOVERN-

MENT, or its representative and shall be signed by the

General Manager or by the Deputy General Manager

or a duly designated deputy, and dehvered to the GOVER-

NMENT or its representative within thirty (30) days atter

the end of the month .covered in the return.

() The aforesaid books of account and other books and reco-
rds refejred to above shall be availabie at all reasonable times

for inspection by duly auvthorized representatives of the
GOVERNMENT,
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(¢) CONTRACTOR shall submit to EGPC a Profit and Loss
Qtatement of the Financial Year not later than 3 months
after the commencement of the following Financial Year
to show its net {rofit or loss from the petroleum operations
ander this Agreement for such Year.

e

CONTRACTOR shall at the same time submit a year-end
Balance Sheet for the same Financial Year to EGPC. The
Ralance Sheet and financial statements shall be certitied by
an Egyptian certified accounting firm accepted by EGPC.

ARTICLE X{V
RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR and/or Operating Company shall preparc
and, at all times while this Agrecment is in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and/or Operating Company
shall furnish the GOVERNMENT or its representative, 1n
contormity with applicable regulations or as the GOVERN-
MENT or its representative may reasonably require infor-
mation and data concerning its operations under this Agre-
ement. Operating Company will perform the functions
indicated in this Article XIV in accordance with their res-
pective role as specified in Article VI.

(b)) CONTRACTOR andfor Operating Company shall save
and keep for a reasonable period of time a representative
portion of each sample of cores and cuttings taken from
drilling wells, to be disposed of, or forwarded to the
GOVERNMENT or its representative in the manner
ditected by the GOVERNMENT. All samples acquired
by CONTRACTOR and/or Operating Company for its own
purposes shall be considered available tor inspection at
any reasonable time by the GOVERNMENT or its
representatives.

(¢) Unless otherwise agreed to by EGPC, in case of exporting
any rock samples outside A.R.E., samples equivalent in
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(d)

size and quality shall, bzicre such exportation, be delivered
to EGPC as representative of the GOVERNMENT.,

Originals of records can only be exported with the
permission of EGPC ; provided, however, that magnetic
tapes and any other data which must be processed or analy-.
-od outside the A.R.E. may be exported if a monitor or a
comparable record, if available, 18 maintained in A.R.E.
and provided that such exports shall be repatriated to A.R.E-
immediately upon EGPC request on the understanding that
they belong to EGPC.

(¢) During the period CONTRACTOR is conducting the explo-

ration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or emplo-
yees to have full and complete access to (e ~Ared at all reason-
able times with the right to chserve the operations being
conducted and to inspect all assets, records and data kept
by CONTRACTOR. EGPCTs representative, N eXerc-
ising its rights under the preceding sentence, of this
paragraph (e), shall notl interfere with CONTRACTOR's
operations, CONTRACTOR 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 interpretation of such data, and other information in
CONTRACTOR’s possession. '

For the purpose of obtaining new orders, the GOVERN-
MENT and/or EGPC may show any other party geophysical
and geological data (the. age of which is not less than ome
year) with respect to the Area.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES
CONTRACTOR shall entirely and solely be responsible 1n

law toward third parties for any damage caused by CONTRA-
CTOR’s exploration operations and shall indemmnily the GOV-

ERNMENT and/or EGPC against all damages for which they
may be held liable on account of any such operations.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVFES

Duly authorized representatives of the GOVERNMENT
<hall have access to the Area covered by this Agreement and to
the operations conducted thereon. Such representatives may
examine the books, registers and records of EGPC, CONTRA-
CTOR and Operating Company and make a reasonable number
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
or impediment to the operations hereunder shall arise directly
or indirectly from such use. The GOVERNMENT shall 1mmde-
mnify and reimburse CONTRACTOR or Operating Company
for any machinery and instruments. Such representatives shall
be given reasonable assistance by the agents and employees
of CONTRACTOR or QOnerating Company so that none of the
activities shall endanger or hinder the safety or efficiency ot the
operaticns. CONTRACIOKR or Operating Comgpany shall
offer such represcntative. all privileges and facilities accorded
to its own employees in the field and shall provide them, free ol
charge, the use of reasonable oflice space and of adequately furni-
shed housing while they are in the field for the purpose of faci-
litating the objectives of this Article. Any and all information
obtained by the GOVERNMENT of its representatives under
this Article XV1 shall be kept confidential with respect to the
Area. | -

ARTICLE XVl

EMPILOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(@) 4tis the desire of EGPC and CONTRACTOR that operations
hereunder be conducted in a business-like and eflicient
manner.
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(b)

(¢)

()

(1) The expatriate administrative, professional and technical

personnel cmiployed by CONTRACTOR or operating
Company and the personnel of its contractors for the
conduct of the operations hereunder, shall be granted
a residence as provided for in Law No. 89 of 1960 as
amended and Ministerial Order No. 9 of 1963 as ame-
nded, and CONTRACTOR agrees that all immigra-
tion, passport, visa and employment regulations of the
A.R.E., shall be applicable to all alien employees of
CONTRACTOR 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 administra-
tive, professional and technical personnel employed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian Currency. On final repatriation
such personnel shall have the right to remit abroad In
U.S. Tcllars or other currencies the unused portion
of Heyptian Currency in excess oi twenty-five (25) per-
cent of such personnel’s salary.

CONTRACTCR and Gperating Company shall each select
its employees and determine the {pumber thereof, to be
used for operations hereunder..

CONTRACTOR shall, after consultation with EGPC, pre-
pare and carry out specialized training programs for all
its A.R.E. employees engaged in operations hereunder with
respect to applicable aspects of the petroleum industry. CON-
TRACTOR and Operating Company undertake to replace
sadually their non-executive expatriate staffs by qualified
nationals as they are available,

During the pericd when CONTRACTOR 1is conducting
Exploration, CONTRACTOR shall give mutually agreed
numbers of EGPC employees an opportunity to attend and
participate in CONTRACTOR’s and CONTRACIOR’s
affiliate training programs relating to cxploration and develop-
ment operations.
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ARTICLE XVIU
LAWS AND REGULATIONS

CONTRACTOR anrd Operating Company shall be subject
to Law No. 66 of 1953 (excluding Article 37 thereof) as amen-
ded by Law No. &6 of 1956 and the regulations 1ssued for the
tmplementation thercof, including the regulations for the
safe and efficient performance of operations carried out for the
execution of this Agreement and for the conservation of the
petroleum resources of the A.R.E. provided that no regula-

tions, modification or interpretation thereof shall be contrary
to or mconsistent with the provisions of this Agreement.

EGPC and CONTRACTOR shall be cxempted fiom al
taxes, except as provided i Article 11l paragraph (f) for inpco
me taxes, with respect {o the extracting, producing, exporting
or transporting of petroleum hercunder. CONTRACTOR
shall also be exempted from any tax on capital

The rnights and obligations of EGPC and CONTRACTOR
under, and for the effective term of this Agreement, shall
be governed 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 provisiors
of this Agreernent which affect them. Insofar as all regu-
lations which are duly 1ssued by the GOVERNMENT apply
from time to tune and are pot in accord with the provisions
of this Agreament, such regulations shall not appiy to the
CONTRACTOR and sub-contractors.

EGPC, CONTRACTCR, Operating Company and their
sub-contractors shall for the purposes of this Agreement be
exempted frem all professional stamp duties imposed by
syndical faws with respect to their documents and activities

1 . LI
reun . o
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ARTICLE XIX
RIGHT OF REQUISITION

(@) In case of national emergency due to war or imminent expec-
tation of war or internal causes, the GOVERNMENT may
require all or part of the production from the Area .obt-
ained hereunder and require Operating Company to increase
such production to the utmost possible maximum.  The

GOVERNMENT may also requisition the oil field itsell
and, if necessary related facilities.

(b) In any such case, such requisition shall not be effected except
atter inviting EGPC and CONTRACTOR or their represe-
ntative by registered letter, with acknowledgement of receipt,
to express their views with respect to such requisition

(¢) The requisition of production shall be effected by Minister-
ial Order.  Any requisition of oil field ifself, or any related
factlities shall be eflected by a Presidential Deciee duly noti-
fled to EGPC and CONTRACTOR.

(d) In the cvent of any requisition as provided above, the GOVE-
RNMENT shall mdemmfy in full EGPC and CONTRAC TGR
for the period during wmch the requisition i1s maintained,

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

2) Full repayment 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.

Howsver, any damage ;mu!tm“ from enemy attack is not
within the 11“ﬂaning of this le paragraph (d). dement
nereu~der shail be made to (JO\J]R%”“ OR mn U.S. Dol-
lars Temitizole abroad. The price paid to CONTRACTOR

for Petroleum taken shail be calculated in accordance with
Article VII paragraph (c).

Al — bl el g



N il e i — .

AL A et ¥ (o) mb T 2l i g

( u:_;..a.“ SJL..,-U )

gt

;i.._...,....uja _-5-1 4 - ;T U:._é-:....."; d;')f J_,L...a Qi Jjut“ _;i ‘if.‘.qu )= P (T)
_)T ‘hlJl:.A'i} dg_,,.:,p,. ua.-u J‘ JS CF ‘L-..ﬁl.a\Jr‘ Y d lBJ:b .,_,.“..,.J
AWlS 4Bl e o> GV sds Loy By Al wlal st T Gl
o da g Sl o

2 Jedll M Bl e Gl Lo (61 G B (o o (o)
DAY by s eli
NI RV WAL gm U S 4V saa (3

s o s oS o 30 s s 5T o oy
sl a lgde (o by O Gl GG A b Jsladl OF wan
o GBLSE ot O s e LS Lgde 1551 23 5,00 L d3LaY
) &2l D JSISN ALRSy ps e pads . 2B U
N \:;;..._.,J Lz_,.aljil -2 laslazed o

\T,J;ljé "UF\ N ua.u ;.Jl_l-l o A__A Uﬂ_}ﬁa.l.] las o L5J--?“ (_J_}LJ (_QT (_::-)
¢ (‘-,___.....u-) j? if-l:i:'“‘ jri '

L -y R A el A Jsladis Il 355 Of wow (> )

a-'\..h d Sj)ijn J)Lz“ C:..:Lnl-_}:.“j 1..:'_.:'1:-:;--\‘9 J;:J r-'léj” (_é L}'\.\.Al._ri-..-#

- L&lﬂ_«.}” “':LGJ La.&_g ?-,—_‘L_':u ‘hfi Lﬂiﬁ_:.: LJ)L.'..“ ._‘j L ik ¢ ul;;\_.’i

)

AUVE Ll LslaYi Sy

. ¢ . .- * e : . . - e ¢
J‘_}a_j‘ JJI_‘J' Jj\.ﬂl‘ i.JJ‘ 4....__.....-.“.2 ‘L;.%\BY‘ 3.5 El.t]l (_3 L}:-_-]‘ 4.-:},'5\.-,55-.:,! ( \ )

' 44%” J'I-,:-cy‘ _éltj}%._ﬁ:,” LJ*:J;) 3t



ng i T Y B (2) @B YY) sl e Ve 2

——————————

4\

—

ARTICLE XX
 ASSIGNMENT

(@) Neither EGPC nor CONTRACTOR may assign to a person,
firm ot corporation not party hereto, i whole or 1n part,
any of its rights, privileges, duties or obligations under this
Agreement without the written consent of the GOVERN-

MENT.

(h) To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled |

(1) The obligations of the assignor deriving from this
Agrecment must have been duly fulfilled as of the

date such request 1s made.

(2) The instrument ct assignment must mciude PIrovisions
stating precisely that the assignee is hound by all con-
venants contained in this Agreemerntand any modific-
tions or additions in writing that up to such time may
have been made. A draft of such instrument of ass-
ignment shall be submitted to the EGPC for review

and approval before bemg formally executed.

(¢) Any assignment made pursuant 1o the provisions of this
Article shall be free of any transfer or related taxes charges

or fees.

(d) As long as the assignor shall hold any mterest under this
Agreement the assignor together with the assignee shall be
jointly and severally hable for all duties and obligations of

CONTRACTOR under this Agreement.
ARTICLE XXI
BREACH OF AGREEMENT AND POWER 10 CANCEL
w)lThe GOVERNMENT shall have the right to cancel this

Agreement by Order or Presidential Decree. with respect
ty CONTRACTOR, in the following instances :
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(1} If it knowingly has submitted any false statements to
the GOYERNMENT which were of a material consi-
deration for the execution of this Agreement ;

(2) If 1t assigns any interest hereunder contrary to the
provisions of Article XX hereot

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

(4) 1f it does pot comply with any final decision reached as
the result of court proceedings conducted under Article

XXIIt paragraph (a) hereunder ;

(5) 1f 1t atentionally extracts any mineral other than Pe-
trolcum not authorized by this Agreement or without
the authority of the GOVERNMENT, except such
extractions as may be unavoidable as the result of
operations conducted hereunder 1 accordance with
accepted petroleum industry practice and which shall be
notified to the GOVERNMENT or its representative as

soon as possible ; and

(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 cxpressly cont-
radicted by the provisions of this Agreement. Such
cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT
against  CONTRACTOR 1n accordance with the pro-
visions of this Agreement, and, in the event of such
cancellation, 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 (othel than a force majeure cause referred to in Ar-
ticle XXI1 hereof) exists to' cancel this Agreement, the
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GOVERNMENT shall give CONTRACTOR nirety (90)
days written notice per somllv served on CONTRACTOR g
General Manager in the legally offictal manner and receipt
of which is acknowledged by him or by his legal agents, to
lemedy and remove such cause ; out if for any reason such
service “is impossible due to unnotified change of address,
publication in the Official ltouinal of the GOVERNMEN’I
of such notice shall be considered as validly served upon
CONTRACTOR. If at the end of the said ninety (90)
days notice period such cause has not been remedied and
removed, this Agreement may be cancelled forthwith by
Order or Presidential Decree as atoresaid ; provided however,
that if such cause, or the failure to remedy or remove
such cause, results 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 XXI]
FORCE MAIEURE

(&) The non-performance or delay in perlormance by EGPC
and CONTRACTOR, or either of them of any ob]igdtion
under this Agreement shali be excused if, and to the extent
that, such non-per formance or delay 1s caused by force
majeure. The pertod ol any such non-performance or
delay; together with such period as may be necessary for the
restoration of any damage done dunng such delay, shall be
added to the time gi*;ren in this Agreement for the perfor-
mance of such obligation und for the performance of ANy
obligation dependent thercon and consequently, to the term
of this Agreement, but only with respect to the block or

blocks affected.

(h} “Force Majeurce’’, within the meaning of this Article XXII,
- shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or the
GOVERNMENT of th: UNITED STATES OF AMERICA,
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with respect to CONTRACTOR whether promulgated in

the form of a law or otherwise or any act of God, insurrec-
tion, riot, war, strike, and other labor disturbance, fires,
floods or any cause not due to the fault or negligence of
EGPC or CONTRACTOR or either of them, whether or
not similar to the foregoing, provided that any such cause
is beyond the reasonable control of EGPC and CONTRA-
CTOR, or either of them.

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

() 1f the force majeure event occurs during the initial explor-
ation period or any extenston -thereof and continues in ef-
fect for a period of six (6) months CONTRACTOR shalt
have the option upon ninety (90) days prior written notice
to EGPC to terminate its obligations hereunder without
further liability of anv kind and, if still in force, the Guar-
anty contained in Annex “C’’ hereto, shall be automatically
cancelled and EGPC shall so notify the Bank to release the

Guaranty.

ARTICLE XXI1lI
DISPUTES AND ARBITRATION

(a) Any dispute arising between the GOVERNMENT and the
parties hereto with respect to the interpretation, application
or execution of this Agreement, shall be referred to the
jurisdiction of the appropriate A R.E. Courts and shaligbe
finally settled by such courts.
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Any dispute arising hetween CONTRACTOR and EGPRC in
connection with the present Agreement shall be tinally settl-
ed by arbitration. The Arbitration shall be held m Stock-
holm, Sweden, and conducted in accordance with the Rules
of Conciliation and Arbitration of the International Chamber

of Commerce. In the event of no provisions being made in.
these rules in certain cases, the Arbitrators shall establish

(»)

their own procedures.

(¢) The arbitiation shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbitr-
ation and that such party (hereinafter referred fo as the “First
Party’”) has appointed an Arbitrator who shall be 1dentified

‘n said notice. The other party ( hereinafter reterred to as
the “Second Party’’), within fifteen (15) days shall notify
First Party in writing, identifying the Arbitrator that it has

selected.

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

request of etther party.

(¢) The third Arbitrator must be a citizen of a country other than
the A R.E. and the United States and of a country which has
diplomatic relations with both A.R.E. and the United States
and shall have no economic interest in the oil business of the

signatories hereto.

(7). The parties shall extend to the arbitration board all facilities
(including access to the petroleum operations) for obtaining
any information required for proper determination of the
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dispute. Ihe absence or defauit of any party to the arbitra-
tion shall not be permitted to prevent or hinder the arbitr-
ation procedure 1 any or all of 1its stages.

(g) Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discon-
tinued. In the event the decision or award recognises that the
complaint was justified, provision may be made  therein f'or
such reparation as may appropriately be mad-ﬂ in favor of the
complainant.

(h) Judgement in the award readered may be ‘entered in any .
Court having jurisdiction and application may be made in
such Court for a judicial acceptance of the award or an order
of enforcement as the case may be.

(i) The par ties desire thaf, wherever appropriate, dscision. and
awards shall specify a time for compliance therewith.

(/) The provisions of this Agreemzit relating to arbitration shal?
continuc in force notwithstanding thz tzrmination ¢ this

Agreement.,

(k) PRINCIPLES OF GOODWILL — Ths signatories basz their
relations with respect to this Agreement on the principles of
goodwill and good faith. Takinginto account their diffzrent
nationalities, this Agreement shall for the purpose of arbitra-
tion be given effect and shall be interpieted and applied io
conformity with principles of law common t{o the A.R.E.
and the United States and in the absence of such principles,
then in conformity with the principies of law normally
recognized by civilized nations in general, inclucing thosse
which have been apphed by International Tribunals,
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ARTICLE XXIV

STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities 1 respect of
EGPC and CONTRACTOR hereunder shall be several aund
not joint or collective, it being understood that this Agree.
ment shall not be construed as constituting an association or
corporation or partnership.

() CONTRACTOR shall be subject to the laws of the place
where it is incorporated regarding their legai status or cre-
ation, organization, charter and by-laws, shareholding, and
owiership. COMTRACTOR’s shares of capital wiuich are
entirely  held  abroad shall not be negotiable in the A.R.E.
and shall not be offered for public subseription nor shall they be
subject to the stamp tax on capital shares nor any tax or duty
i the A.R.E. CONTRACTOR shall be exempted from the
application of i.aw No. 159 ol 1981 as amendaed.

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

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY MANUF-
ACTURED MATERIAL

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

() Give priority to iocal coatractors as long as their prices and
verformance are comparable with internatiopal prices and
performance.
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(b) Give preference to locally manufactured material, equipment,
machinerv and consumables so long as their quality and time
of delivery are comparable to internationally available ma.
terials, equipment, machinery and consumables. However,
such material, equipment, machinery and consumables may be
imported for operations conducted hereunder if the local price
of such items at CONTRACTOR’s or Operating Company's
operating base in A.R.E. is more than ten (10) percent higher
than the price of such imported items before customs duties,
but after transportation and insurance costs have been added,

ARTICLE XXVI
ARABIC TEXT

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

ARTICLE XXVII
GAS

If Gas 1s produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives for its use and decide on the best
alternative for 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
Article VII.

" Production Sharing Principles of Article VIL shall apply to
the value of associated and non-associated gas if sold for export and
not used in operations, tlared or re-injected. However, any Gas
not exported outside A.R.E, in a liquid or solid state, or not used
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in operations (including re-ipjection) shall remain in the property of
the State and may be utilized by EGPC and EGPC shall not be
\iable for pavment to CONTRACTOR of any costs or expenses
respecting any past operations of CONTRACTOR related to such

Gas. Under no circumstances will CONTRACTOR be respon-
sible for or bear any cost or expenses incurred for utilization of

Gas used internally in the A.R.E.
ARTICLE XXVIi
GENERAL

The headings or titles to each of the Articles to this Agree-
went are solely for the convenience of the parties hereto and
shall not be used with respect to the interpretation or construc-
ton of said Articles.

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

This agreement shall not be binding upon any of the parties
herefo unless and until a iaw is issued by the competent authorities
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 govermental enactment, and

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

ARAB REPUBLIC OF EGYPT
BY

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY

-

GETTY OIL INTERNATIONAL (EAST GHARIB
EGYPT), INC.

BY :



\aAt i pebedl Y B (2) @b Y oMl el B 20 A

(1) =t

ol 5251 WPt
X H' I"

d I pas 49540
J9 -l dalalt & palt dlglly
JU 3audli 2t Jrol o275
S ( JOA = 11’)& 5"3 )

1(5“ azlar ] CZ}J Woeeer .\ r»_-) (‘}-ILL»J L?--JJJ "Jd-:JE'- ((I.TJ?D
o b gibie S ki ol Ao ey AEUENT odn oSl g Ledaal

HU% LiJJ uﬂmj Wl _LJL;‘:“ e :.C—_’..a.::-..q.& 33 ora “E\E.L:i‘
sy o SV S ot ST (B 0 B s S (prY) Oates Aalss
:E;.: f ;Jl:.o Lg...,o :}.a\g t\.‘.:z L}S A :"""i Clﬁé ( \¢é¢YX ) C;H_)ij,_}\“:;‘_g Z.fL. Cyﬁ

$le e u‘\-!-su!j MLJJ U&JL L.s_).a.'i' U.u""j ‘J‘___,‘L s A o 4.3:;33 l_,.E:Jfa 3.\:-»‘_9'

2 o Gallld Lo dt GhUL A 2 Lghsdl 08 LM e
L il M Bl g ol 5 Y 8 s T3P
* u‘;;.z” VJL'.“J S;R,U Jl:wJ

s e b YO S LB Slilast JUI sl b s
e T Gl 15 MalCe le gz 04



|+ 4 \AAE e Rl X B () pb T sl G B ol

ANNEX “A”

CONCESSION AGREEMENT
BETWEEN
A.R.E. and EGPC
"AND
GETTY OIL INTERNATIONAL (EAST GHARIB EGYPT),INC.
IN
EAST GHARIB MARINE AREA
'SUEZ GULF BASIN

Annex “B”’ is"an illustrative map on the'scale™of 1 " 250,000
spowing the Area Covered and affected by this Agreement, and
aivided for convenience only into two subareas “A’’ aand “B”’.

The Areais bounded by a group of straight hnes and measures
approximately three hundred and twenty one (321) square kilo-
metres. It 1s composed of all or part of one hundred and forty two
(142) Exploration Blocks, each complete block of which is one
minute latitude by one minute longitude and measures approxi-
Mnately two point seven eight (2.78) square kilometres of surface

ared.

It is to be noted that the delineation lines of the individual
subareas in Annex “B’’ are intended to be only illustrative and

srovisional and do not show accurately their true position in
tlation to existing monuments and geographical features.

Coordinates of the corner points of each subarea are given
1 the following table which forms an integral part of the Annex

HA‘!!
’
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Catitude

29 00" 00°
28 52" 10
28 52’ 00”
28 3527 007
28 49’ 1.6"
28 497 007

28 46" 00
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28 48" 15
28 49° 007
28 517 37
29 527 Q9°
28 54’ 0Y°

28 58" 07"

32 48’

32 55

32 557

32 33

32 51
32 5%
32 517

32 48’
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REemarks
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Southeastwards to point 2
Southeastwards to point 3
Due westwards to poimt 4
Due southwards to point §
Duc eastwards to point 6
Due southwards to point 7

Dg2 westwards to pownt 8

Northeastwards to point 8

Northwestwards 1o point 10

. Northwestwards 1o point 11

Northeastwards to point 12
Northwestwards to point 13
Northwestwards ‘to point 1
Due north to point 1 which

is the point of beginning of
this subarea.
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Gpbarea <R

Point

a W

10
11
12
13
14
15
16
17
18
19

Latitude

St

28 47" 00"
28 44" Q0"
28 35 46"
28 36’ 04"
28 34’ 47"
28 297 19"
28 28’ 58*
28 207 417

Renmgris

‘*—I'l'-—_ .—mm

Southwestwards t¢ point 2
Southeastwards to point 3
Nértheastwards io point 4
Southeastwards to point 3

Southeastwards to point 6

Southwestwards 10 point 7
Southeastwards 1o point &
Northeastwards 10 poini ¢

Northeastwards 1o point 10

B - e—l Mt T Bel owg g = AR L L Iy ks o el

- Southeastwards 1o pomt i}
Due west to poiat 12

' Due south to point 13

' Northwestwards 1o point 14
! .
Southwestwards {o point 15

j Due northwards tc point 16

Due westwards 1o point 17

| Due northwards to point 18

| Due westwards tc point 19

. Due northwards to point 20

1

| Due westwards to point 21
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Point | Latitude Longiiude Remarks
2] 28 25" 0O” 33 05" 007 | Due northwards to point 22
22 28 26' 00° i 33 05’ 00" Due westwards to point 23
23 28 26’ 00” 33 02’ 41.559” | Northwestwards to point 24
24 L 28 26" 557 I 33 01 58" Northeastwards to pomt 25
25 28 28" 06" 33 03 36" Northwestwards to point 26
26 18 35 47 | 3259 14* | Southwestwards to point 27
27 28 34’ 19° | 32 56’ 53" . Northwestwards to point 28
28 28 36’ 00" l 32 56’ 05.661" | Due eastwards to point 29
20 28 36 QU7 ; 32 38 00 I e northwards to pomnt 30
30 E 28 37" o0 | 32 5§ 007 Due westwards to pomt 31
3] i 28 37" 00 | 32 57 Q07 Due northwards to _ﬁoint 32
32 | 28 39’ 007 32 37 o0 Due westwards to pomt 33
33 ]l 28 39" 007 ! 32 36 Q0 I Due northwards to point 34
34 28 40" 00° 32 56" 0 ] Due westwards to point 35
35 28 40" 00" 32 54" 22.299" | Northwestwards to point 30
' 32 53.19.8" Due eastwards to point 37

28 47 007 32 56" Q° Due eastwards to point 1 which
is the point of beginning of

36 28 42/ X’
37 28 42 00" 32 56' 00" Due northwards to point 38
| this Subarea “B™’,
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ANNEX «C
LETTFR OF GUARANTY

LETTER OF GUARANTY NO CAIRO,

EGYPTIAN GENERAIL PETROLEUM CORPORATION

Gentlemen

The Undersigned, The National Bank of Egypt, as Guarant-

or, hereby guarantees to the Egyptian General Petroleum Cor-1
poratiop (hereinafter referred to as EGPC) to the limit of twenty
eight million seven hundred thousand (28.7) million Dollars in
US Currency the performance by Getty Oil International (East

Gharib Egypt). Inc. (hereinafter referred to gs CONTRACTOR)

of its obligations required for exploration operations to spend

a minimum of twenty eight million severn hundred {howsand
(28.7) million US Doilars duiing the initial three (3) vears of the
exploration period under Article IV of that certain Concession
Agreement (hereinafter referred to as the “Agreement’”) covering
that Area described in Annexes “A7 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 1s understood that

this Guaranty and the liability of the
Guarantor hereunder shall

be reduced quarterly, during the period
ty eight million seven hundred thousand
by the amount of moaey expended by

exploration operations during each such
quarter. Each such reduction shall be established by the joint
written statement of EGPC and CONTRACTOR.

In the eveat of a Claim by EGPC of pon-performance or
surrender of the Agreement on the part of CONTRACTOR
prior to fuifilment of said minimum expenditure obligation undey
Article IV of this Agreement there shall be no liability on the

undersigned Guarantor for payment to EGPC unless and un¢gi
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‘such liability has been established by written statement of EGPC
setting forth the amount due under the Agreement.

1% is a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only provided
that the Guarantor will have been informed in writing by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.R.E. and EGPC has become effective
according to its terms, and said Guaranty shall become effect-
ive on the Effective Date of said Agreement.

(2) This Letter of Guaranty shalt in any event automatically
expire :
(a) Three and a half (3-1/2) yeats after the date 1t becomes
effective, or

() at such time as the total of the amounts shown on quar-
terly joint statements of EGPC -nd CONTRACTOR
equals or exceeds the amount of said minimum expend-
iture obligations.

whichever is earler.

(3) Consequently. apy claim, m respect thereof should be made
to the Guarantor prior to either of said expiration dates at the
latest accompanied by EGPC’s written statement, sething
forth the amount of under expenditure by CONTRACTOR
to the effect thai : - -

(@) CONTRACTOR has failed o perform its expendrture
~ obligations referred in this Guaranty, and

(b)) CONTRACTOR has failed to pay the expenditure
deficiency to EGPC.

We declare that on issuing this Guaranty we did not exceed
the limit of total guaranties which we are entitled to issue as pet
Ministrv of Economy’s leiter No. o
dated | ' o

Please return to us this Letter of Guaranty In the event it
does nmot become effective, or upon the expiry date.
Yours faithfuily,
For
Accountant Manager
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ANNEX “D*
CHARTER OF EAST GHARIB PETROLEUM COMPANY
ARTICLE 1

A jomnt stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization

of the GOVERNMENT in accordance with the provisions of the
Agreement referred to below and of this Charter.

- The Company shall be subject to all laws and regulations in
force in the A.R.E. to the extent that such laws and regulations are
not inconsistent with the provisicns of this Charter and Agree-
ment referred to below

ARTICLE {i

The name of the Company 15 “East Gharith Petroleum Com-
pany”’, abbreviated as “East Gharib™,

ARTICLE TH

The Heud Office of East Ghanb shall be in the A RE. ip
Cairo.

ARTICLE {V

The object of East Gharib is to act as the agency through
which EGPC and Getty Oil International (East Gharib Egypt),
Inc. as CONTRACTOR carry qut and conduct the Development
operations required 1n accordance with the provisions of the
Agreement signed on the 27th day of August, 1984 by and
between the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN
GENERAL PETROLEUM CORPORATION and CONTR-
ACTOR covering petroleum operations in the East Gharib Marine
Area described therein.

East Gharib shall also be the agency to carrv out and con-
duct exploration operations after the date of Cowmmercial Dis-

covery pursuant to CONTRACTOR's Woik Program and Budget
approved in accordance with ithe Agreement.
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fast Gharib shall keep account of all costs, expenses and
sxpenditures for such operations under the terms of the Agree-

- ment and Annex “E’’ thereto.

- "East Gharib 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 East Gharib is 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 shali each pay for, hold and owx.,
throughout the life of East Gharib referred to above, one half

(1/2) of the capital stock of East Gharib provided that only in the

event that either party should transfer or assign the whole or aay
percentage of its ownership interest in the entirety of the Agree-
ment, may such transferring or assigning party transfer or assigs
any of the capital stock of East Gharib and, in that event, suct:
transferring or assigning party (and its successors and assigns)
must transfer and assign a stock interest in East Gharib equal to
the transferred or assigned whole or percentage of its ownership
interest in the entirety of the said Agreement.

ARTICLE VI

East Gharib shall not own any right, title, interest or estate
In or under the Agreement or any development lease created there-
under or in any of the Petroleum produced from any exploration
block or development lease area thereunder or in any of the assets,
equipment or other property obtained or used in connection there-

~with, and shall not be obligated as a principal for the financing

or performance of any of the duties or obligations of either EGP(
or CONTRACTOR under the Agreement. East Gharib shall

ot make any profit from any source whatsoever.
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ARTICLE VII

Fast Gharib shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that East
Gharib 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 -

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

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meet-
ings must have the affirmative vote of five (3) 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 1f a major-
ity of the capital-stock of East. Gharib 1s represented thereat.
Any decisions taken at such meetings must have the affirmative
vote of shareholders owning or representing a majority of the
capital stock.

ARTICLE Xl
" The Board of Directors shall approve the regulations cover-
ing the terms and conditions of employment of the persoane! of
East Gharib employed directly by East Gharib and not assigned
thereto bv CONTRACTOR;and EGPC.
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The Board shall, in d#ue <course, draw up the By-Laws of

East Gharib and such By-Laws shall be effective upon being

approved by a General Meeting of the Shareholders, in accordance
with the provisions ot Article X ihereof.

ARTICLE XII

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

The duration of East Gharib shall be for a period "equal
to the duration of the said Agreement, including any renewal
thereof. |

It dhail ‘be wound up -and ‘hguidated i the Agrecment referred
to above 15 ferminated for any reason as provided for theresin,

FGYPTIAN GENERAL PETROLEUM CORPORATION
3Y

GETTY OIL INTERNATIONAL (FAST GHARIB!EGYPT),
INC.,

BY :
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ANNEX “E”
ACCOUNTING PROCEDURE

ARTICLE I
GENERAL PROVISIONS

1. Definitions

The definitions contained in Article I of the Concession
Agreement shall apply to this Accounting Procedure and have .
the same meaning. Certain accounting terms herein used

are defined as follows :

(@) “Agreement’> means the Concession Agreement of |
which this Annex is a part.

(b) “Non-Operator’” means the parties to the Agreement
other than CONTRACTOR when it is performing work.

2. Statements of Activity

(@) CONTRACTOR shall pursuant to Article 1V of the
Agreement, render to Noh-Operator within Twenty
(20) 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 that
Quarter summarized by appiopriate classifications in-

dicative of the nature ‘thereof.

() Operating Company shall render to EGPC and CONT-
RACTOR within fifteen (15) days of the end of each
Calendar quarter a Statement of Development and
Exploration Activity reflecting all charges and credits-
related to the Development and Exploration operations -
for that quarter summarized by appropriate classifications.
indicative of the nature thereof except that items of
controllable material and unusual charges and credits.
shall be detailed.
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3. Adjustments and Audits

(a) Fach Statement of Exploration Activity shall conclusively |
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 IV (f) of the Agree-

- ment. During said three (3) months period supporting
documents will be available for inspection by EGPC
during all working hours, CONTRACTOR will have
the same audit rights on Operating Company statements
as EGPC under this sub-paragraph.

(b)) All Statements of Activity for Development for any
Calendar quarter shall conclusively be presumed to
be true and correct three (3) months following the re-
ceipt of such statement unless within the said three (3)
months period EGPC or CONTRACTOR takes written
exception thereto. Pending expiration of said three (3)
months EGPC or CONTRACTOR or both of them
shall have the right to audit Operating Company acco-
unts, records and supporting documents for such quarter
in the same manner as provided in Article IV (f) of the
Agteement. _. . b

4. Curreacy Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and -Exploration, 1if
any, shall be kept in the AR.E. in U.S. Pollars. All
U.S. Dollar expenditures shall be charged in the amount
cxpended. All Egyptian Pounds expenditures shall be
translated to U.S. Dollars at the official buying rate of
cxchange issued by the Central Bank of Egypt on the
first day of the month 1n which expenditures are recorded,
and all other non-U.S. Dollar expenditures shall be trans-
tated to U.S. Dollars at the buying rate of exchange for
such currency as quoted by National Westminster Bank
Limited, London at 10.30 a.m. G.M.T., on the first day of
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the month in which expenditures are recorded. A record

shall be kept of the exchange rates used in translating Egypt-
ian Pounds or other non-U.S. Dollars expenditures to U.S,
Dollars.

Precedence of {Documents

In the event of any inconsistency or conflict between the prece
visions of this Accountirg Procedure and the provisions of the
agreement treating the same subject differently, then the pro-
visions of the Agreement shall prevail.

Revision of Accounting Procedure

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

No Charge for inferest on Invastment

Interest on investment or an}}' bank fees or charges shall
not, at any time be charged as recoverable cost 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

I

the following costs and expenses, which costs and expenses shall
be classified and allocated to the activities according to sound and
generally accepted accounting principles and treated in accordance
with Article VII of the Agreement:

L.

Surface Rights

All direct cost attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in
force for the Area. ' ' '
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2. Labour and Related Costs:

A) Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly
engaged in the various activities under the Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and employed
in such activities. Such salaries and wages to be certi-
fied by a certified public accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to fake into account changes in CONTRACTOR
policies and amendments of Laws applicable to salaries.
For the purpose of this paragraph 2, and paragraph 3,
salaries and wages shall mean the assessable amounts
for A.LR.E. Income Taxes, including the salaries during
the vacations and sick leaves but excluding all the
amounts of the other items covered by the percentage
fixed under 3 beiow. -

(B) For expatriate employees pérmanently assigned to Egypt:
. All allowances applicable to salaries and wages;
2. Cost of established pla.ns and |

3. Al travel and 1e10eat10n costs of such expatnate
employees and their families to and from the emplo-
yee’s country or point of origin at the time of
employment, at the time of separation, or as a
result of transfer from one location to another and
for vacation (transportation costs for employees and
their families transferring from A.R.E. to another
focation other than their country of origin shall not
be charged to A.R.E. Operations)

Costs under this sub—paragraph B shall be equal to
seventy (70) percent except for employees whose families
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
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paid during vacations and sick leaves as established in
CONTRACTOR’s international policies, chargeable .
under sub-paragraph 2.A, paragraph 9 and sub-paragr-
aphs 11 a. and c. of this Article II. However, salaries and
wages during 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 with regard to the following
benefits, allowances and costs:

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

-

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

3. Clothing equipment allowances.

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

l.'_,h.

Accruals of - seniority indemnity.

6. Charges for social security and insurance such as:—

— Retirement plan.

-~ National Health Insurance.

— Unemployménf Insurance.

— Accident and disability Insurance.

— Extraordipary Insurance.

7. Contractual travel expenses of employees and their
famihes.

f
i

8. Excess luggage.
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10. MBedical assistance fo employees and their famlhﬁs

in or outside A.R.E.
1. H@&sﬁng' and dlﬁﬁit-‘iﬂs allowances.

12. Bducation allowance (children of :expatrlate emplc-
yoes) and sducational assistance.

13. Sdtflement a‘ﬂnwaﬁce in or outside AneRFE.

4. Contnhutlon for resettlement expenses at ;repatrl-

ation.

15. WVacations, sick leaves and disability salaries or
CXPEnses.

16.  Any other costs, allowances and benefits of a bke
nature as established in CONTRACTOR’s interna-
tional policies. The percentages outlined above
shall be reviewed at intervals of three (3) years {from
the Effective Dateand at such time COMNTRACTOR
and FPC will agree on new percentages to be used
under this paragraph. Revisions of the percentages
will take into consideration variances in costs and

changes in CONTRACTOR’s ‘nternational policies |

which change or exclude any of the abeve allow-
ances and benefits. The revised percentages will
Tetieot as mearly as possi ble CONTRACTOR s actnal
costs of all its fstabhslaed allowances and benefts

and -of persopnel transfers.

C) For expatriate employees temporarily assigned to Egypt

i

all allowances, costs of established plans and all trawvel :

relocation «costs for such expatriate as paid in accord-

vosts shall mot molade 2y administrative overkead other
than what 35 menfioned in Article I {1 b,

o= 'I". ' .-a-\-_-.r'\.o-"l‘.

ance with ‘CONTRACTOR s international policies such |




AAAE L bl Y 8 (..=-) Cal- Yy ol s BB oIl V4 Y

F‘.

Lo 9 Al paidl o1 O gl b Ge BalisB1nayl T Sliadlied (o)
ol e o Vool G Yo 5 5 19 ¢ dn ool O o
o Yo Ve v e b o5 Al 3 ale o g0t g UL LESy 4 4200
| uLJI U e e VY s T Y ot o adly o 8 i

e B I b ) Gl N W

S Jilen old e sabiall U5l eai s LW ety T
5 A By & gl (opoper’) B Jori (A1 dsadl S8 3 g Ugedlt
DU s e > A 9 TNy e I o adly A 5 Aty T v e 3l
]l 3 ey e Gl Exdons 438 csi_,s sl 4l SBIC, s S f-u“’l
L iy (I (oY ol Lt G slan 3,605 0l Gyt
, . (o C'PC) G Jeadl 5 p Wy Laddl slg!

S P AR
Ballill io gl 1 b, ps (o ozt 1 SlslaaVls claadiy of il
+ C}WL do5 Lafl af,.t“ ol
ob ol (1)
aih gV b O ol jnall lslaaWly Slaalls ol
Sy \gsiala..ac.a..‘j\ﬁ %ﬁ‘ ‘uL.JLLnﬁ-"-! 4 lall 6,:-)1 }i J}m\
o 3 el Jram (A Ol ganll BE- it
s Jolalf le>, ¢ S AL (

Al Qf LS b.-.uLA uLluJ\ L;.u.‘:u Jl >l l\ 43\§ (8 I

sAA Jia 5,0 Y Jalad 5420 4 nL.f'.i.»l ciU:;_, ¢ Lhie V) 4une

4 I OIS Il doladi sEp C CJBn:_,m.li g;)l::ll oy Ml
G b sl s -



VEF V\aAd de uhulT Y 3 (2) ~E T sl den it 3

D) Costs of expenditure or contributions made pursuant to
law or assessment imposed by governmental authority
which are applicable to labour cost of salaries and wages
as provided under sub-paragraphs 2 a. and 2 b., parag-
raph 9 and sub-paragraphs 11 a. and 11. c. of this Article

[1.

3. Benefits, allowances and reiated costs of national employees :

Bonuses, overtime, éusftﬁmaxy allowances and benefits on
a basis similar to that prevailing for Oil Companies opgf
ating in A.R.E., all as chargeable under sub-paragraph Z
a. paragraph 9 and sub-paragraphs 1i a. and [l c. of this
Article 11, Severance pay will be charged at a fixed rate
applied to payrolls which will equal an amount equivaient
to the maximum liability of severance payment as required

under the A.R.F. Labour Law.

4. Material

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

(a) Purchases

Material, equipment and supplies purchased shall be
at price paid by CONTRACTOR or Operating Com-
pany plus any related cost and after deduction of all
discounts actually recetved.

(6) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRA-
CTOR may furnish such material from CONTRAC-

TOR’s affiliates stocks outside the A.R.E. under the
Tullowing conditicas :
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L. New Material (Cendition “A*%)

New Material transferred from CONTRACTOR’s
affilates. warchouse or other properties shall be
priced at cost, provided that the cost of material
supplied: is. no» higher than international prices. for
material of similar quality supplied on similar
terms, prevailing at the: time such« maferial Wes.
suppheoL |

2. Weed Material (Conditions “B” and “C’)

(@) Material which is in sound and. serviceable
conditionr and’ 15 suitable: for re-use without.
reqdonditioning shall be classed as Condition
“B”” and priced at seventy-five percent (75 %)
of the price of new material.

 (h) Material which cannot be classified as Condi-
tion. B’ but which 1s serviceable {or original
functiomr but substantially not suitable for

reconditroning, shall be classed as Condition.
“C”’ and priced at fifty percent (50 %,) of the
Pprice: of new materiall

.(e). Material which: cannot. be classified: as Condi~
tion “B”’ or Condition “C’’ shall be priced

gt a value: commensurate- withe -its, use:

' (d) Tanks, buildings and other equipment inwvol-
. g etrqecti@n_ casts: shall be: cliarged: af. appl-
“cable percentage. or knocked-down new: prige.

() 'Wamauty of Materials furnished: by CONFRACTOR

CONTRACTOR. does not warrant the material furni- -
shed beyond ar back: of the: dealen’s, or manufacturer’s
guaranty ; and in case of- defective malerial, credit

shall not Be recorded umtil’ adgusimem has been recel-
ved by CONTRACTOR from manufacturers or their

agenty.



\AAE L U«E‘Ji A (-.3-) @l’? ‘"\ Sasll - dews J1 3 Yy g0

- el 5 salels Jo T — o

R (VR B VR W5 | AR PRI shasdl Ja (1)

b ) sadndl G delall JLed Jidls At Dby s (<)
A1 bty S b el Bl S il 3, B
5,08 JsLall g lendyy Lol A1 910 g sl Lenog Ldlons

’ U}\EU Jas

A spedl G0 b ) b s Bl Job IS (2)

ST} T NS | B

L

s s, sl (1)

el

g Cé\.:_l\ 5 Sl sty g Litondd bl I
cagadl @l o cdsly 48 il 05 ¢l

L{U‘ &\ffﬂl _ﬂ J;La“ll ﬂ(. Af.:vn Lgi e B Lﬁj‘ C;La-\__édl 4l (a.,.:)
/s adl B (cprpeg Jpot SN BB Sl gl B Ledd
REPE PRIR AP Lhzlt Slasdl L deld) 8 2 ) Jatals
Jos s 5 Qb 1/ A bl O e S
3“:/3 gl c‘,_m_a ¢ 4_Je JAL Gelnd LJ'”L"TUJD S
A ) 6 S C.:\c»;__',.f:l\g Lo 4l SIS 2 sl Jal il

¢ A_le Ja.'.‘.a Lg.\slu Pt HM; ‘i::-ﬁ-ﬂ-s.-:-h leds

Tl OIS h Ul s Lol JalDh T Slanll dlexiel (2)
A S S e ki Bl B Pl e et L
saEL_Jl sl Sl o Bl sdia L5 VI Dty dladis
' ' R aa 4 o



V¢V VaAd 4w J.B«DT v & (-a-) C\L T’\ Al .._..-E:.lb..\.ﬂ‘)j‘ Sl.i.i_;sf”

5. Transportation and Employee Relocation Costs :

A)

B)

C)

Transportation of equipment, materials and supplies
necessary for the conduct of CONTRACTOR’s activi-
ties.

Business Travel and Transportation expenées to the

~extent covered by established policies of CONTRA-

CTOR or with regard to Expatriates and Nationals,
as incurred and paid by, or for, employees in the conduct
of CONTRACTOR’s business.

Employees transportation and relocation costs for
National employees to the extent covered by establ-
shed policies. |

6. Services

(@)

(b)

Outside’ services.

The costs of contracts for consultants, services and
utilities procured from third parties, the contracts of
which have been approved by EGPC.

Cost of services performed:by EGPC or by CONTRA-

~CTOR or their Affiliated Companies in facilities ins-

ide or outside the A.R.E. regular, recurring, routine
services, such as interpreting magnetic tapes and/or
other analyses, -shall be performed and charged by
EGPC and/or CONTRACTOR or their Affiliated Com-
panies at an agreed contracted price. Major projects
involving engineering and design services shall be

performed by EGPC and/or CONTRACTOR or their

Affiliated Companies at a negotiated contract amount.

Use of EGPC’s CONTRACTOR’s or their Affiliated
Companies’ wholly owned equipment shall be charged
at a rental rate commensurate with the cost of owner-
ship and - operation, but not in excess of competitive
rates currently prevailing in the A.R.E.
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(@) CONTRACTOR’s and its Affiliated Companies’ rates
shall not include any administrative or overhead costs
other than what is mentioned in Article 1T 11 b.

7. Damages and Losses

- All costs or expenses, necessary 10 replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or
any other cause not controliable by CONTRACTOR or

Operating Company through the exercise of reasonable
diligence, CONTRACTOR or Operating Company
shall furnish EGPC and CONTRACTOR written notice
of damages or losses incurred in excess of ten thousand
(10,000) U.S. Dollars per occurrence, as soon as practic-
able after report of the same has been received by CONTR-
ACTOR or Operating Company.

%.  Insurance ang 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 emplo-
vees and/or outsiders as may be required by the laws, rules
and regulations of the GOVYERINMENT or as the parties
may agree upen. The proceeds of any such insurance or
claim collected shall be- credited against operations.

o

If insurance is carried for a particular risk, alt related actunal
expenditures incurred and paid by CONTRACTOR or
Operating Company in settlement of any and all losses,
claims, damages, judgements and any other expenses, inclu-
ding legal services.

.

¥, Imdirect Expenses -

Camp overhead and facilities such as shore base, warehou-
ses, water systems road systems, salaries and expenses of
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field supervisory personnel, field clerks, assistants, and other
general employees indirectly serving the Area.

10. Legal Expenses

All costs and expenses of litigaion, or legal services other-
wise necessary or expedient for the protection of the Area,
including attorney’s fees and expenses as hereinafter
provided, together with all judgements obtained against the
parties or any of them on account of the operations under
the Agreement, and actnal expenses incurred 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 or the subject matter of the Agreem-
ent. 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. |

11. 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 offices which will be charged as provided in
Article TI, paragraph 9 above, and excepting salaries
“of employees of CONTRACTOR who are tempora-
rily assigned to and directly serving on the Area, which |
will be charged as provided in Article II, paragraph 2
above. - |

(b)) CONTRACTOR’s administrative overhead cutside the
A.R.E. applicable to the A.R.E. Exploration operation
which will be charged each month at the rate of five

~ percent (5%) of total Exploration expenditures while
- CONTRACTOR is conducting Exploration activities,
Acministrative overhead ouiside A.R.E. will not be
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charged while Operating Company 1s conducting Ex-
~ ploration activities. No other direct charges as such for
CONTRACTOR’s administrative overhead outside the -
A.R.E. will be applied against the Exploration oblig-
ation. Examples of the type of costs CONTRACTOR
is incurring and charging hereunder due to activities
under the Agreement and covered by said percentage

arc .

1. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment and
supplies.

4. Exploration and - Production Directing. advisiug_:
and controlling the entire project. .-

Other departments such as legal, comptrollers and
engineering which cootribute time, knowiedge and
experience to the operations.

wy

el g —

The foregoing does not 'preclude charging for direct
scrvice under sub-paragraph 6. b of this Article IT.

{c) While Operating Company is conducting activities, Ope-
rating Cempany’s pérspnnel engaged in general cle-
rical and office work, supervisors and officers whose

~time is generally 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

" expenses will be charged to operations. Such expenses
shall be allocated each month between Exploration
and Development operations according to scund and
practicable accounting methods. -
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12. Taxes

All taxes, duties or levies paid in the A.R.E. by CON-
TRACTOR or Operating Company with respect 10 this
Agreement other than those covered by paragraph (f) (1)

of Article IIT of the Agreement.

3. Continuing CONTRACTOR Costs

Cosis of CONTRACTOR activitieé_ required under the
Agreement and incurred exclusively in the A.R.E. after

Operating Company 1s formed. No sales expenses incurred
outside or inside the A.R.E. may be recovered as a cost.

i4. Other Expenditures

Any costs, expenses or expenditures, other than those which

are covered and dealt with by the foregoing provisions of
this Article II, incurred by CONTRACTOR or Operating

Company under approved work Programs and Budgets.

ARTICLE 11l
INV ENI‘QRIES

i, Periodic Inventories, Notice and Representation

At reasonable intervais as agreed upon by EGPC and CON-
TRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such
material, physical assets aund construction projects. Writ- -
ten uotice of intention to take inventory shall be givea by
Operating Company to EGPC and CONTRACTOR at
least thirty (30) days before any inventory is to begin so that
rGPC and CONTRACTOR may be represented when any
inventory is taken. Failure of EGPC and/or CONTRA-
CTOR to be represented at an inventory shall bind them to
accept the inventory taken by Operating Company, who
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shall i that event: finrnish: the party. neti represenied: withn a.
copy thereofl.

2. Regalneiiiation- and Adjustment of Inventories

 Reconciliation of inventory shall be made by CONTRACTOR
and EGPC, and a list of overages and shortages shall be
jointlly dktermined by Operating Company and CONTRA-
CTOR and EGPC, and the inventory adjusted by Opetating
Company.: - :

ARTICLE IV
COST RECOVERY

1. Statements: of Recovery of Costs and. of; Cost: Recovery: Crode,
Oil
CONTRACTOR silﬁlliﬁ pursuant. to: Asticle VIE of this
Agresment,. render. to EGRC as: promptly as practicable but
not later than fifteen (15) days after receipt from Operating
©Company. of the: Statements for Develbpment and  Explora-
tiom Activity for- the Calendar Quarter- & statement for that
Quayter showing: - .

(%) Recoverable costs carried” fronr the: previous quaster i
ANLYs.

(i) Recovasable: eosts incucred andtpaid daring thz quarter
(i Tothl recoverable costs for the aquarter i) + (i)

(iv) Value of Costi Reeovery. Crude Qil. taken. andi separa--
tely disposed: ef by CONTRACTOR. for the quarter.

(»): Amount. of costs: resaxered: for the quai‘lﬁl’ﬁ,

(vi)- Amount of recoverabie costs cartied into the succeeding
quarter, if any.
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(vif) Excess, if any, of the value of Cost Recovery' Crude Otl
taken and separately disposed of by CONTRACTOR

over costs recovered for the quarter.

2. I’ayments

If such statement shows an amount due EGPC, payment of
that amount shall be made in U.S. Dollars by CONTRA-
CTOR with the rendition of such statement. If CON-

TRACTOR 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 London In-
terbank Borrowing Offered Rate (LIBOR) for three (3)
months U.S. dollars deposits prvailing on the date such
interest is calculated. Such in..cest payment shall not be

recoverable.

3. Settlement of Excess Cost Recovery Crude Oil

EGPC having 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 state-
ments m 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 re-
ceipt of any statement under this Article IV in which to audit
and raise objection to any such statement. EGPC and
CONTRACTOR shall agiee on any reguired adjustments.
Supporting documsats and accounts will be available to -
EGPC duriag said twelve (12) months period.
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ARTICLE V
_ CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Control Accoumts

CONTRACTOR will establish an Exploration obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures repo-
rted on Statements of Activity prepared per Article I 2 a.
hereof, less any reductions agreed to by EGPC and CON-
TRACTOR following written exceptions taken by a Non-
Operator pursuant to Article 1 3 a. hereof, in order to de-
termine when minimum Exploration Obligation have been
met. -

" 2. Cost Recovery Control Account

" CONTRACTOR will establish a Cost Recovery Control Acc-
ount and an offsetting contra account to control therein the
amount of cost remaining to be recovered, if any,the amount
of cost recovered, and the value of Excess Cost Recovery

Crude Oil, if any.

‘3. Major Accounts

For the purpose of classifying costs, expenses and expendi-
tures for cost recovery as well as for the purpose of establishing
when the Exploration Obligation has been met, costs,
expenses and expenditures shall be recorded In major
accounts ingluding the following :

Exploratioﬁ Expeuditures.

Development Expenditures other than Operating
Expenses. |

Operating Expenses ;
Necessargf sub-accounts shall be used.
Revenue accounts shall be maintained by CONTRACTOR

to the extent necessary for the control of recovery of costs
and the treatment of Cost Recovery Crude Oil. |
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