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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

| BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

TREND ENERGY SUEZ LIMITED

HAMILTON OIL (GULF OF SUEZ) INC.,
ENSERCH SUEZ LIMITED,
ANADARKO EGYPT, INC..

AND

THE ATTOCK OIL CO. LTD,

IN
OFFSHORE RAHMI AREA
GULF OF SUEZ, BLOCK 7

The Agreement made and entered on this 15 day of July,
1985, by and between the ARAB REPUBLIC OF EGYPT
(hereinafter referred to variously as “A.R.E.”’ or the “Govern-
ment’’);the EGYPTIAN GENERAL PETROLEUM CORPORA -
TION, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as “EGPC’?) ; and TREND ENERGY
SUEZ LIMITED, a company organized under the laws of the
Islands of Bermuda, as Operator for Contractor : HAMILTON
OIL (GULF OF SUEZ) INC., a company organized under the
laws of the State of Colorado, U.S.A.: ENSERCH SUEZ
LIMITED, a company organized under the laws of the United
Kingdom ; ANADARKO EGYPT, INC., a company organized
under the laws of the State of Delaware, U.S.A. : and THE
ATTOCK OIL CO. LTD., a company organized under the laws
of the United Kingdom (hereinafter collectively referred to

variously as ““Trend Group™ or as ““Contractor’, and indivi-
dually as “Contractor Member?).
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WITNESSETH

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

WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petroleum in and throu-
ghout the area referred to in Article II, and described in Annex

“A”" and shown approximately on “B”’ which are attached hereto

and made part thereof ; and *

WHEREAS, Trend Group agrees to undertake its obliga-
tions provided hereinafter as Contractor for EGPC 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 to the pro-
visions of Law No. 86 of 1956, may enter into a Concession Agre-

ement with EGPC, and with the Trend Group as a contractor in
the Area ;

NOVW, THEREFORE, the parties hereto agree as follows ;

ARTICLE 1
DEFINITIONS

(aa) “Contractor’> means the parties executing this Agreement
named below, and their successors in Interest, transferees or assi-
gnees, whose interests have been acquired in accordance with
this Agreement, jointly and severally, in the following shares :

Trend Energy Suez Limited _ 30 %
Hamilton Oil (Gulf of Suez) Inc. -25 %
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Enserch Suez Limited ' s 20 %,
Anadarko Egypt, Inc. - 15 %
The Attock Oil Co. Ltd. -10 9,

As long as Trend Energy Suez Limited remains a party to
this Agreement, it shall on behalf of Contractor be entrusted with
the conduct of operations, shall solely represent Contractor in
dealings with EGPC and the Government, and shall have ex-
clusive management and control of Contractor’s operations
under this Agreem_el1t.

(a) “Explorat'ion” shall include such geological, geophysical,
aerial and other surveys as may be contained in the ap-
proved 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, materials,
services and equipment therefor, all as may be contained
in the approved Work Programs and Budgets. The
verb “explore’” means the act of conducting exploration.

(b) “Development’ shall include, but not be limited to,
all the operations and activities pursuant to approved
Work Programs and Budgets under this Agreement
with respect to :

(1) the drilling, plugging, déepening, side tracking,
redrilling, completing, equipping of development wells, the
changing of the status of a well from oil well to wates
well and vice versa, and

(i) design, engineering, construction, installatiomn,
servicing and maintenance of equipment, lines, systems,
facilities, plants and related operations to produce amnd
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operate said development wells, taking, saving, treating,
handling, storing, flaring, transporting and delivering
petroleum repressuring, recycling and other secondary
recovery projects, and

(if) transportation, storage and any other work or

activities necessary or ancillary to the activities speci--
fied in (i) and (i1). '

(¢) “Petroleum” means liquid crude oil of various densi-
ties, asphalt, gas, casinghead gas and all other hydro-
carbon substances that may be found in, and produced, .
or otherwise obtained and saved from the area under
this Agreement, and all substances tha{: may be extracted

therefrom.,

(d) “Liquid Crude Oil’”’ or “Crude Oil’’ means any hydro-
carbon produced from the Area which is in aliquid state-
at the wellhead or lease separators or which is extracted
from the gas or casinghead gas in a plani. Such term

includes distillate and condensate.

(e) “Gas’ 1s natural gas both associated and non-associa-

ted, and all of its constituent elements produced from

any well 1n the Area and all nonhydrocarbon substances

therein. Said term shall include residual gas.

(f) A “barre]l’”’ shall consist of forty-two (42) United States
gallons, liquid measure, corrected to a temperature of

sixty (60) degrees Fahrenheit.
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“Commercial Well’” means the first well in any geologi-
cal feature which after testing for a period of not more
than thirty (30) consecutive days where practical, but
in any event in accordance with sound and accepted

industry production practices, and verified by EGPC,

{h)
(1)

(/)

(7)

(m)

is found to be capable of producing at the avcrage rate
of not less than two thousand five hundred (2500) bar-
rels of oil per day (BOPD). The date of discovery of
a “Commercial Well”’ is the date on which such well
is completed and tested according to the above.

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

“Effective Date’’ means the date on which the text of
this agreement is signed by the Government, EGPC
and Contractor, after the relevant Law is issued.

“Year’’ or ,,Calendar Year> means a period of twelve
(12) months according to the Gregorian Calendar ;
“Calendar Quarter’”’ or “Quarter”” means a period of
three (3) months beginning on January 1, April 1,
July 1, or October 1 ; “Calendar Semester’ or “Seme-
ster’” means a period of six (6) months beginning on
January 1 or July 1.

“Financial Year’’ means the Government’s flnancial
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.E.

An “Affihated Company,, means a company :

(i) The share capital, conferring a majority of votes
at stockholders’ meetings of such company, of which
¥s owned directly or indirectly by a party hereto ;
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(i) Which is the owner directly or indirectly of share

capital, conferring a majority of votes at stockholders’
meetings, of a party hereto ; or

(iii) Whose share capital, conferring a majority of
votes at stockholders’ meetings, of such company and
the share capital, conferring a majority of votes at stock-

nhlders’ meetings, of a party hereto, are owned directly
or indirectly by the same company.

(n) “Exploration Block™ shall means an area, the corner
points of which shall be coincident with 17 x 1’ latitude
and longitude divisions, according to the International
Grid System where possible or with the existing boun-
daries of the Area covered by this Concession Agreement
as set out in Annex “A’’.

(0) “Development Block” shall mean an area, the corner
points of which shall be coincident with 1’ x 1’ latitude
and longitude divisions according to the International
Grid System where possible or with the existing boun-
daries of the Area covered by this Concession Agreement
as set out in Annex “A’. A

(p) “ Development Lease (s)’’ shall mean all or partl of
Development Block or Blocks covering a geological
structure capable of production, the corner points of
which shall be coincident with 1’ x 1’ latitude and

longitude divisions according to the International
Grid System where possible or with the existing poun-

daries of the Area covered by this Concession Agree-
ment as set out in Annex A’
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ARTICLE It

ANNEXES TO THE AGREEMENT

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

Annex “B’’ is a provisional illustrative map on the scale
of 1:250,000 indicating the Area covered and affected by this
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, Cairo, Egypt, and to be submit-
ted by Contractor one (1) day before the time of si gnature by the
Minister of Petroleum of this Agreement, for the sum of Three
Million Seven Hundred Fifty Thousand (S5 3,750,000.00) U.S.
dollars guaranteeing the execution of Contractor’s minimum
exploration obligations hereunder for the first two (2) year
exploration period. In -case Contractor extends the initial ex-
ploration period for two (2) additional periods of two (2) years
each in accordance with Article 11§ (b) of the Agreement, a similar
Letter of Guaranty shall be issued by the aforesaid bank and be
submitted by Contractor on the day the Contractor exercises its
option to extend. Each such Lettes of Guaranty shall be for the
sum of Five Million ($ 5,000,000) U.S. Dollars less any excess
expenditures of the preceding exploration period permitted for
carry forward in accordance with Article IV (b), third paragraph
of this Agreement. Each such guraranty shall remain effective
for six (6) months after the end of the exploration period for

which it has been issued except as it may be relaeased prior to
that time in accordance with the terms thereof.

Annex “D”’ is the form of a Charter of the Operating Com-
pany to be formed as provided for in Article VI hereof.

Annex “E> is the Accounting Procedure.
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Annexes “A”, “B”’, “C’’ «D** and “E”’ to this Agreement are
hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.

ARTICLE I11

GRANT OF RIGHTS AND TERM

The Government hereby .grants EGPC, and Trend Group
as confractor subject to the terms, covenants and conditions set
out 1 this Agreement, which insofar as they are contrarv to
or inconsistent with any provisions of Law No. 66 of 1933, as

amended, shall have the force of Law, an exclusive concession in
and to the Area described in Annexes “A’’ and “B’’.

(a) The Government shall own and be entitled, as herein-
after provided, to g royalty in cash or in kind of ten

percent (10 %) of the total quantity of Petroleum pro-
duced and saved from the Area during the development
period including renewal. Said royalty shall be borne
‘and paid by EGPC and shall not be the obligation of
the Contractor. The payment of royalties by EGPC

shall not be deemed to result in iIncome attributable to
the Contractor.

(b) An initial exploration period of two (2) years shall start
from the Effective Date. Two (2) successive extens-
ions to the initial exploration period of two (2) years and
two (2) years shall be granted to Contractor at its option
upon thirty (30) days prior written notice to EGPC and
subject only to its having fulfilled its obligations hereunder
for the preceding period. The Agreement shall be
terminated if no Commercial Discovery is established by
the end of the sixth (6th) year of the exploration period.
However, such period may be extended at Contractor’s
option for up to six (6) months to enable the completion
of drilling and testing of any well actually drilling or
testing at the end of the third exploration period, but
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shall not exceed this period by more than six (6) months.
The election by EGPC to undertake a sole risk venture
under paragraph (c) immediately hereafter shall not
extend the exploration 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 disco-
very by drilling one or more additional wells, to deter-
mine whether such discovery i1s worthy of being develo-
ped commercially, taking into consideration the reco-
verable reserves, production, pipeline and terminal
facilities required, estimated crude oil prices, and all
other relevant technical and economic factors.

A Commercial Discovery may consist of one produ-
cing reservoir or a group of producing reservoirs which
after appraisal is worthy of being developed commerci-
ally, Contractor shall give notice of a Commercial
Discovery to EGPC immediately after the discovery is
considered by Contractor to be worthy of commercial
development but in any event not later than the comple-
tion of the second “exploration’ appraisal well, or
twelve (12) months following 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 reservolrs even If the well or wells
thereon are not ““Commercial’” within the definition
of “Commercial Well”” if, in its opinion, a reservoir
or group of reservoirs considered collectively, could be

worthy of development.

Following receipt of such notice EGPC and Contr-
actor shall meet and review all appropriate data with a
view to mutually agreeing upon the existence of a
Commercial Discovery. The date of Commercial
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Discovery shall be the date EGPC and Contractor
mutually agree that a Commercial Discovery exists.

It Crude Oil is discovered but is not deemed by Con-
tractor to be a Commercial Discovery under the above
provisions of this paragraph (c), EGPC shall one (1)

month after the expiration of the period specified
above within which Contractor can give notice of Com-

mercial Discovery, or 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 all Crude
Oil from the geological feature on which the well has

been drilled. Said notice shall state the specific area

covering said geological feature to be developed, the wells
to be drilled, the production facilities to be installed
and EGPC’s estimated cost thereof. Wtithin thirty (30)
days after receipt of said notice Contractor may, in
writing, elect to develop 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. %

It Contractor elects not to develop such area, the
specific area covering said geological feature shall be
set aside for sole risk operations by EGPC. EGPC
shall be entitled to perform, or in the event Operating
Company referred to in Article VI has come into existe-

nce, to have Operating Company perform, such opera-
tions for it at EGPC’s sole cost, risk and expense.
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When EGPC has recovered from the Crude Otl pro-
duced from such specific area a quantity of Crude Oil
eaual in value to three hundred percent (300 °,) of
the cost 1t has incurred in carrying out the sole risk oper-
ations, Contractor shall have the option, only in the
event there has been a separate Commercial Discovery,
to share in further development and production of that
specific area upon paying EGPC one hundred percent
(100 9,) of such costs incurred by EGPC. Such one
hundrea percent (100 %) payment shall be recovered
by Contractor from Cost Recovery Crude Oil the normal
manner for the recovery of expenses under Article VII
(a). Immediaiely following such payment the speci-
fic area shall either :

(1) revert to the status of an ordinary Development
lease under this Agreement and thereafter shall be
operated 1n acoordance with the terms hereof ; or

(i) alternatively, in the event that at such time EGPC
or its Affiliated Company 1s conducting all development
operations in the Area at its sole expense and EGPC
elects to continue opsrating, the Area shall remain set
aside and Contractor shall only be entitled to its pro-
duction sharing percentage of the Crude Oil as spzcified

in Article VII (b) below.

The sole risk Crade Oil shall bz valued in the manner
provided in Paragraph (¢} of Article VII. In the event
of any termination of this Agreement under the provis-

ions of paragraph

(b) above, this Agreement shall, however coatinus to apply

to EGPC’s operation of any sole risk venture hzreunder,
although such Agreement shall have been terminated
with respect to Contractor pursuant to the provisiens of
said paragraph (b) above.
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(@) The development period shall be twenty (20) years

from the date of the first Commercial Discovery.
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 Com-
mercital Discovery the extent of the whole area capable of
production to be covered by Development Lease or Leases
shall be mutually agreed upon by EGPC and Contra-
ctor and be subject to the approval of the Minister of
Petroleum. Such area shall then be converted automa-
atically into a Development Lease or Leases without the

1ssuance of any additional legal insterument or permis-
sion.

Development operations thereafter shall be started
promptly by Operating Comapany and be conducted in
accordance with good oil field practices and accepted
pertroleum engineering principles, until the field is
considered to be fully developed. In the event
no commercial producion of Petroleum in regular
shipments is established in any Development Block
within four (4) years from the date of the approval
of the Minister of Petroleum referred to hereinabove,
such a Development Block shall immediately be sur-
rendered unless otherwise agreed upon by EGPC.

(e) Contractor shall bear and pay all the costs and expenses

required in carrying out all the operations under this
Agreement but such costs and expenses shall not include
any Interest on investment, and Contractor shall look
only to the Petroleum to which it is entitled under this
Agreement to recover suh costs and expenses. Such
costs and expenses shall be recoverable as provided in
Article VII. During the term of this Agreement and
1ts renewal, the total production achieved in the conduct
of such operations shall be divided between EGPC and
Contractor accordance with the provisions of Article

VIIL ;

(f) 1. Contractor shall be subject to the laws in force in the

A.R.E. and the political subdivisions thereof, which
Impose taxes on or are measured by, income or profits,
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including those laws imposing the commercial and indu-
strial profits tax, municipal tax, defense tax and nationaf
securlty tax on income and dividends paid with respect
to shareholders (hereinaiter referred to as “A.R.E.
Income Taxes’’), and except as otherwise provided im
the Agreement, shail comply with the requirements of’
such laws with respect to the filing of returns, the asses~
sment of tax, and the keeping for review by authorized
persons of books and records.

Any A.R.E. Income Taxes as described above whick
may .be levied against Contractor’s sharcholders as a
result of Contractor’s activities under this Agreement
shall be the responsibility of EGPC.,

It 1s expressly agreed and acknowledged that EGPC’s
share of the volume of Crude OQil as determined under
Article VII includes a volume of Crude Qil 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 Oi1l volumes will be used to meet
Contractor’s Income Tax hability in A.R.E. as and when
due.

2. For purposes of applying Paragraph (f) I of
this Article, the total taxable income of Contractor e

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

(1) The total of the sums received by Contractor frone
the sale or other disposition of all Crude Oil acquired
by Contractor pursuant to Article Vi,

Paragraphs (a) and (b) ;

LESS

(a) The costs and expenses of Contractor in the Tax
Year under Paragraph (a) of Article Vil ; and
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(b) The value, as determined in Paragraph (c) of Ar-

ticle VIT of the excess Cost Recovery Crude Ol
taken and separately disposed of by Contractor

pursuant to Article VI, Paragraph (a) (2) ;

PLUS
(ii) An amount equal to Contractor’s A.R.E. Income
Taxes.

3. EGPC shall assume, pay and discharge, on beh-
half of Contractor, Contractor’s A.R.E. Income laxes
out of the sume received by EGPC from the sale or

other disposition of its share of the Crude Oil.

4. EGPC shall furnish to Contractor the proper
official receipt evidencing the payment of Contractor’s
A RE. Income Taxes, within sixty (60) days following
the receipt by EGPC of Contractor tax declaration for
the preceding Tax Year. Such receipts shall be issued
by the proper Tax Authorities and shall state the amount

and other particulars customary for such receipts.

(¢) In calculating its A.RE. Income Taxes, EGPC shalk
be entitled to deduct royalties paid by EGPC to the
Government and the A.R.E. Income Taxes of
Contractor paid by EGPC on Contractor’s behalf.

ARTICLE 1V}

WORK PROGRAM AND EXPENDITURES - DURING
EXPLORATION PERIOD

(q) Contractor shall commence exploration operations
hereunder not larter than six (6) months after the
Effective Date. Not later than the end of !eighteenj
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(18) months after the Effective Date, Contractor shall
start exploration drilling in the Area, with a commi-
tment of drilling one (1) well during the initial explora-
tion period. EGPC shall make available for contra-
actor’s use all seismic, well and other exploration data
in EGPC’s possession with respect to the Area.

(b) The intial exploration period shall be two (2) years.
Contractor may extend this exploration period for two
(2) additional periods of two (2) years each in accorda-
nce with Article III (b), each upon a thirty (30) day
prior written notice to EGPC subject to its fulfillment
of its minimum exploration obligations for the then
current period.

Contractor shall spend a minimum of Three Mil-
lion Seven Hundred Fifty Thousand ($ 3,750,000) U.S.
Dollars. on exploration operations and activities related
thereto during the initial two (2) year exploration period;
provided that Contractor shall drill one(1) well. For the
first two (2) year period that Contractor elects to extend
beyond the initial exploration period Contractor shall
spend a minimum of Five Million ($5,000,000) U.S.
Dollars and for the second two (2) year extension period,
Contractor shall spend a minimum of Five Million
($ 5,000,000) U.S. Dollars ; during each of such
extensions Contractor shall drill one (1) well.

Should Contractor spend more that the minimum
amount required to be expended durmg the initial two
(2) year exploration period or during any period there-
 after, the excess may be subtracted from the minimum
"amount of money required to be expended by Contra-

actor during any succeeding exploration period or
periods, as the case may be providing Contractor has
fulfilled its drilling obligations.
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In case Contractor surrenders its exploration obliga-
tions in this Agreement as set forth above before or at
the end of the second (2nd) year of the initial period,
having expended less than the total sum of Three Million
Seven Hundred Fifty Thousand ($ 3.750.000) U.S.
Dollars on exploration or in the event at the end of the
second year Contractor has expended less than said sum
in the Area, an amount equal to the difference between
the said Three Million Seven Hundred Fifty Thousand
(% 3.750.000) U.S. Dollars and the amount actually
spent on exploration acttvities shall be paid by Contra-
ctor to EGPC at the time of surrendering or within
three(3) months from the end of year of the initial explora-
tion perod, as the case may be. Any expenditure defi-
ciency by Contractor at the end of any additional per-
iod for the reasons above-noted shall similarly, result
in a paymeht by Contractor to EGPC of such deficiency.
Provided this Agreement is still in force as the Contra-
ctor. Contractor shall be entitled to recover any such
payment as exploration expenditure mn the manner
provided for under Article VII i the event of comme-

rcial production.

Without prejudice to Article III (b), in case no Com-
mercial Discovery is established by the end of the sixth
year, or In case Contractor surrenders its exploration
obligations under this Agreement prior to such time,
EGPC shall not bear any of aforesaid expenses spent

by Contractor.

At least four (4) months prior to the beginming of
each financizl year or at such other times as may mutua-
lly be zgreed to by EGPC and Contractor, Contractor
shall prepare an Exploration work Program and Budget
for the Area setting forth the exploration operations
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which Contractor proposes to carry cut during the en-
suing vear. During the exploration period, such work
Prcgram and Budget shall be at least sufficient to sati-
sfy Contractor’s minimum obligations for the period it
covers taking into account any credits for excess
expenditures by Contractor in prior exploration periods.

The Exploration Work Program and Budget shall be
reviewed by a joint comittee to be established by EGPC
and Contractor after the Effective Date of this Agree-
ment. This Committee, hereinafter referred to as the
«Bxploration Advisory Committee’’, shall consist of six
(6) members, three (3) of whom shall be appointed by
EGPC and three (3) by Contractor. The Chamman of
the Exploration Advisory Cammittee shall be designa-
ted by EGPC from among the members appointed by it.
The Exploration Advisory Committee shall review and
give such advice as it deems appropriate with respect
to the proposed Work Program and Budget.

Following review by the Exploration Advisory Com-
mittee, Contractor shall make such revistons as Contra-
ctor deems appropriate and submit the Exploration Work
Program and Budget to EGPC for its approval. Fol-
lowing such approval, it is further agreed that :

(i) Contractor shall not substantially revise or modity
said Work Program and Budget nor reduce the appro-
ved budgeted expenditures without the approval of

EGPC ;

(ii) In the event of emergencies involving danger of
loss of lives or property, Contractor may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be consi-
dered in all respects as exploration expenditure and shall
be recovered pursuant to the provisions of Article VIl
hereof.
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Contractor shall advance all necessary funds for all
materials, equipment, supplies, personnel, administra-
tion 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 In
consistence with good industry practices.

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

Contractor shall entrust the management of explora-
tion operations in the A.R.E. to its technically compe-
tent General Manager and Deputy General Manager.
The names of such Manager and Deputy General Mana-
ger 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 all lawful written directions giv-
en to them by the Government or its representative under
the terms of this Agreement. All lawful regulations is-
sued or hereafter to be issued which are applicable here-
under and not in conflict with this Agreement shall
apply to Contractor.

(f) Contractor shall supply 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 records 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 shali advise Contiractor m
writing if it considers

(i) that the record of costs 18 not coirect ;

(i7) that the costs of goods or services supplied are not
in line with the international market prices for goods
or services of similar quality supplied on similar terms
prevailing at the time such goods or services were supplied;
provided, however, that purchases made and services
performed within A.R.E. shall be subject to Article
XXV

(7if) that the conditicn of the matertals furnished by
Contractor does not tally with their prices ; or

(iv) that the costs incurred are not reasonably
required for operations.

Contractor shall confer with EGPC in connection
with the problems thus presented, and parties shall at-
tempt to reach a settlement which is mutually satisfact-
ory. If, within the time limit of the three(3) months
period provided for in this Paragraph, EGPC has not
advised Contractor 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 state-
ent, then Contractor shall confer with EGPC in conne-
ction with the problem thus presented and the parties
shall attempt to reach a final settlement thereto.

(g) Contractor shall supply all funds necessary for its oper
rations in A.R.E. under this Agreement in freely conva--
tible currency from abroad. Contractor shall have
the right to buy Egyptian currency whenever requ-
ired and the conversion shall be made at the local banks
in the A.R.F. according to the Official A.R.E. Rate of

Exchange.
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(h) EGPC 1s authorized to advance to Contractor the Egy-
ptian currency required for the operations under this
Agreement against receiving from Contractor an equiva-
lent amount of U.S. Dollars at such 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 cur-
rency requirements in accordance with their approved
budgets and subject to the app:.;val of the Minister of
Petroleum.

ARTICLE V¥

- MANDATORY AND VOLUNTARY RELINQUISHMENTS:

Mandatory

- At the end of the second year after the Effective Date hereof,
‘Contractor shall relinquish to the Government a total of twenty-

five percent (259,) in Exploration Blocks of the original Area,
not then converted to a Development Lease or Leases.

At the end of the fourth year after the Effective Date here-
of, Contractor shall relinquish an additional twenty-five percent

(259) in Exploration Blocks of the original Area, not then conver-
ted to a Development Lease or Leases.

Without prejudicé to Article III and XXI, at the end of the

third two-year exploration period, Contractor shall relinquish
the remainder of the original Area not then converted to a Develo-
pment Lease or Leases.

Without prejudice to Article I (d). for the purposes of relin-
quishment under this Article, Contractor is not required to sur-
render any Development Lease or any part thereof.
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Voluntary

Contrastor may, voluntarily, during any period relinquish
all or any part of the Area in Blocks, provided that at the time of
such voluntary relinquishment its financial obligations for explo-
ration peaditure under Article IV, Paragraph (b) have baen
satisfied for such period.

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

Following Comm:rcial Discovery, EGPC and Cmtractor
shall mutually agree upon any area to bz relmf]mshed 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 named by mutuwal agreement between EGPC and
Contractor on Commercial Discovery and shall be ap-
proved by the Minister of Petroleum and is herein refer-
red to as “Opcrating Comndany’’. Op:rating Comaipny
shall be subject to the laws and regulations in iforce
in the A.R.E. to the extent that such laws and regulat-
lons are not inconsistent with the provisions of this Agre-
ement or the charter of Operating Company. However,
Operating Company shall, for the purpose of this Agre-
ement, be exempted from the following laws and regula-
tions as now or hereafter amended or substituted :
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— Law No. 141 of 1963, on the formation of board of dire-
ctors at private companies, societies and corporations,
and on the manner of workers’ representation thereon ;

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

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

— Law No. 133 of 1981 promulgating the law on consum-
ption tax ;

— Law No. 159 of 1981 promulgating the law on joint st-
ock companies, partnerships, limited by share companies
and limited liability oompanies ; and

— Law 97 of 1983 promulgating the law concerning pub-
lic sector’s authrities and companies.

(6) The Charter of Operating Company is hereto attached as
Annex “D’’ Within thirty (30) days after the date of
Commercial Discovery (unless otherwise agreed upon
by EGPC and Contractor), the Charter shall take effect
and Operating Company shall automatically come in-
to existence. without any further procedures.

(¢) Ninety (90) days after the date Operating Company
comes 1nto existence in accordance with Paragraph (b)
above, it shall prepare a development Work Program and
Budget for the remainder of the year in which the Com-
mercial Discovery is made ; and not later than four (4)
months before the end of the current financial year
(or such other date as may be agreed upon) and four
(4) months preceding the commencement of each succe-
eding financial year thereafter (or such other date as
may be agreed upon), Operating Company shall prepare
an annual Production Schedule, Work Program and
Budget for the succeeding financial year. The Produ-
ction Schedule, Work Program and Budget shall be
submitted to the Board of Directors for approval.
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(d) Not later than the twentieth (2074) day of each month,

(€)

Operating Company shall furnish to Contractor a writ-
ten estimate of its total cash requirements for expendi-
ture for the first half and the second half of the succeed-
mg month expressed in U.S. Dollars having rezard to
the approved budget. 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 decignatzd in
Paragraph (e) below on the first (1s¢) day and fitteenth
(15th) day respectively, or the next following bhusiness
dav. if such day is not a business day.

Operating Company 1s authorized to keep at its own
disposal abroad in an account opened with a correspon-
dent bank oi the National Bark of Egypt, Cairo, the
forcign funds advanced by Contractor. Withdrawals
from said account shall be used for payment for goods
and services acquired abroad and for transferring to a
local bank in the A.R.E. the required amount to meet
expenditures in Egyptian Pounds, for Operating Com-
panvy in connection with its activities under this Agre-

ement.

Within sixty (60) days after the end of each Financial
Year, Operating Company shall submit to the appro-
priate exchange control authorities in the A.RE. a
statement, duly certified by a recognized firm of auditors,
showing the funds credited to that account, the disbur-
sements made out of that account, and the balance

outstanding at the end of the year.

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

tions there exists any excess capacity in facilities which
cannot during the period of such excess be used by the
Operating Company, the Contractor will consult with
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EGPC to find a mutually agreed formula whereby EGPC
may use the excess capacity if it so desires without any

unreasonable financial, or operational disadvantage to
the Contractor.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

(a) (1) Cost Recovery Crude Oil

Subject to the auditing provision under this Agree-
ment, Contractor shall recover all costs.and expenses
in respect of all the exploration development and rela-
ted operations under this Agreement to the extent
and out of forty percent (40 /) quarterly of all Crude
O1l produced and saved from all Development Leases
within the Area hereunder and not used in petroleum

operations. Such Crude Oil is hereinafter referred to
as “Cost Recovery Crude Qil’’.

For all Exploration, Development and Production
costs hereunder, such costs and expenses shall be reco-

vered from Cost Recovery Crude Oil in the following
manner :

(1) All Operating Expenses, incurred after initial
Commercial Production, which for the purposes of
this Agreement shall mean the date om 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 i1s the later

date.

(1) Exploration Expenditures, including those ac-
accumulated prior to the commencement of initial Com-
mercial Production, shall be recoverable at the rate of
twenty percent (20 %) per annum starting either in
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the Tax Year in which such expenditures are incurred
and paid, or the Tax Year in which initial Commercial
Production commences, whichever is the later date

(1) Development Expenditures, including those
accuinulated prior to the commencement of initial
Commercial Production shall be recoverable at the
rate of twenty percent (20 %) per annum starting in
the Tax Year in which such expenditures are incurred
and paid, or the Tax Year in which initial Commercial
Production commences, whichever is the later date.

(iv) To the extent that, in a Tax Year, costs, expen-
ses or expenditures recoverable per Paragraphs (i), (ii}
and (11) preceding exceed the value of all Cost Recovery
Crude O1l 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 classifica-
tion of all costs, expenses and expenditures for their
recovery, the following terms shall apply :

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

2. “Development Expenditures” shall mean all
costs and expenses for development with the exception

of operating expenses.

3 Operating Expenses” shall mean all costs,
expenses and cxpenditures made after initial Commer-
cial Production, which costs, expenses and expenditures
are not normally depreciable. However, Operating
Expenses shall include work-over repair and mainten-
ance of assets, but shall not include any of the following -
side tracking, redrilling and changing of the status of
a well from o1l well to water well and vice versa, repl-
acement of assets or a part of an asset, major overhau-
ling that extends the life of the asset, additions, improve-
ments and renewals.
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(vi) It 1s understood and agreed upon that the
recovery of costs and expenses as based nnon the rates
referred to ‘above shall be allocated to each quarter
proportionately (onefourth (1/4th) :to each quarter).
However, any recoverable costs and expenses not reco-
vered in one quarter, as thus allocated, shall be carried
forward for recovery in the next quarter.

(2) Contractor shall each [quarter take and separ-

~ately dispose of all Cost Rrecovery Crude Qil prodﬁé;df

except as provided in subparagraph (a) (3) of this Arti-
cle VII, plus its share of the balance of the Crude Oil
as stipulated in Paragraph (b) below of this Article VIL.
To the extent that the value of the Cost Recovery Crude
Qil (as determined in Paragraph (c) below) exceeds the
actual recoverable costs and expenditures, including
any carry forward from Paragraph (a) (1) (1v) above,
to be recovered in that quarter, a quantity of Cost Reco-
very Crude Oil (“Excess Cost Recovery Crude Oil”)
having the same value shall be taken by EGPC and the
taking thereof shall be governed by the provisions ot
subparagraph (a) (3) below, by Article IV of the Ac-
counting Procedure contained in Annex “E’’, and by

such procedures as the parties may agree upon In that
behalf.

(3) Each quarter, EGPC shali take delivery in kind,

F.O.B. export terminal or other agreed delivery potnt,
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of one hundred percent (100 %) of any Excess Cost
Recovery Crude Oil for such quarter.

L

(¢) Production Shkaring

Yhe remaining sixty percent (60 %) of the Crude
O1l shall be taken and disposed of separately by EGPC
and Contractor according to the following incremental

scale :

m-———_—_——-w—-__—-“‘—m—___u

Crude Oil produced and saved under | EGPC Contractor
this Agreement and not used in Pet- | Share Share
roleum operations Barrels per day (on % | %

a quarterly basis)

L,

That porticn or increment up to |
50,0600 BOPD 83 - 17

That portion 1n excess of 350,000
BOPD 85 i 15
J
(¢) 1. It1s the intent of the parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for Crude Oil. For the purpose of evaluating
the prevailing market value of the quantity of Cost
Recovery Crude Oil to which Contractor is entitled
hereunder during each calendar semester, the weighted
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 com-
panies during such semester at arms length by either
EGPC or Contractor under all Crude Qil sales contracts
currently 1n effect, but excluding crude oil spot sales
not consistent with prevailing market prices for similar
Crude Oil and also excluding Crude Oil sales contracts

mvolving barter, whichever is higher, shall be used. It
1s understood that in the case of C.LF. sales, appropriate
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dductions shall be made for transport and insurance
harges to calculate the F.O.B. point of export price :
and always taking into account the appropriate adjus-
tment for quality of crude oil, freight advantage or dis-
advantage of port of loading and other appropriate
adjustments. Nevertheless, if Contractor considers
the value of the Cost Recovery Crude Oil so determined
not to reflect the market conditions prevailing during
the calendar semester, Contractor and EGPC shall

meet and mutually agree upon the price.

(2) If during any calendar semester there are no such
sales by EGPC or Contractor under Crude Qil sales
contracts currently in effect, EGPC and Contractor shall
meet and mutually agree upon the price of Crude Oil
to be used in determining the value mentioned in Para-
graph (c) (1) above. Pending such mutual agreement,
the price used shall be the last price determined pursu-
ant to Paragraph (c) (1) or under this Paragraph (c)
(2), whichever 1s later, and appropriate adjustment will
be made thereto after determination of a mutually agreed
price by EGPC and Contractor. |

(3) For {the jpurposes of subparagraphs (c) (1) and
(¢) (2) above, if EGPC and Contractor cannot within |
a reasonable time reach agreement on the price to be
determined thereunder, thay will jointly requesta parson
having expertise in international crude oil pricing, and

~ unaffiliated with either of them, to determine the price by

reference to the criteria in said subparagraphs ; and the
price so determined by the expert shall be final and
binding on the parties for the purposes of both said

suparagraphs. EGPC and Contractor will share equally
the COfst of such expert determination.
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(d) Operating Company shall prepare (not less than ninety

(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
the total quantity of Petroleum that Operating Comp-
any estimates can be produced, saved and transported
hereunder during such calendar semester in accordance
with good o1l industry practices. Operating Company
shall endeavor to produce each calendar semester the
forecast quantity. The Crude Ouil shall be run to storage
tanks constructed, maintained and operated according
to Government Regulations, by Operating Company
in which said Crude Oil shall be metered or otherwise
measured for royalty, and the other purposes required
by this Agreement.

(¢) Conuractor shall have the right and the obligation te

(/)

separately take and dispose of currently all of the Crude
Oil to which it is entitled as is determined in accordance
with Paragraphs (a) and (b) of this Article. Subject
to payment of sums due EGPC under Article IX,
Contractor shall have the right to retain abroad all
funds- acquired by it abroad including the proceeds
from the sale of its share of Crude Oil exported.

At a reasonable time prior to the commencement of
Commercial Production, EGPC and Contractor shall
meet and agree upon a procedure for scheduling tanker
liftings from the agreed upon point of export.

ARTICLE VIII

TITLE TO ASSETS

(a) EGPC shall become the owner of all assets acquired and

owned by Contractor in connection with the Operations
carried out by Contractor or Operating Company in
accordance with the following :
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(1) Land shall become the property of EGPC as soon
as it is purchased ; and

(2) Title to fixed and movable assets shall be trans-
ferredA automatically from Contractor to EGPC as they
become subject to recovery in accordance with the pro-
visons 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 Con-
tractor within thirty (30) days of the end of each quarter.

(b)) During the term of this Agreement and the renewal
period EGPC, Contractor and Operating Company are;
entitled to the full use of all fixed and movable assets

in connection with operations hereunder in (1) the Area
and (2) any other area approved by EGPC and Con-
tractor and proper accounting adjustment shall be made.

Contractor and EGPC shall not dispose of the same
except with agreement of the other.

(¢) Contractor may freely import into A.R.E., use therein
and freely export at the end of such use, machinery and |
equipment which it either rents or leases 1n accordance

with good industry practices.

ARTICLE IX
BONUSES

(a) Contractor shall pay to EGPC as a Signature Bonus
the sum of Five Hundred Thousand ($500,000) U.S.

Dollars on the Eftective Date.
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(b) Contractor shall pay to EGPC the sum of Two Million
($2,000,000) U.S. Dollars as a Production Bonus

when the total average daily production first reaches

the rate of twenty-five thousand (25,000) barrels per

day for a period of thirty (30) consecutive producing days.

Payment will be made within fifteen (15) days there-

after.

E———

(¢) Contractor shall also pay to EGPC the additional sum
of Four Million ($ 4,000,000) U.S. Dollars as a Pro-
duction 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) consecutive produ-
cing days. Payment will be made within fifteen (15)

days thereafter.

(b)) Contractor shall also pay to EGPC the additiona sum
of Ten Million (8 10,000,000) U.S. Dollars as a Pro-
duction Bonus when the total average daily produciion
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.

(&) All the above-mentioned Bonuses shall in no event be
recovered by Contractor.

() In the event that EGPC elects to develop any pari of the
Area pursuant to the sole risk provisions of Article
M1 (¢) hereinabove, production from such sole risk area
shall be considered for the purposes of this Article IX
only if Contractor exercises its option to share in such
production, and ouly from the initial date of sharing.
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ARTICLE X
OFFICE AND SERVICE OF NOTICE

Contractor shall maintain an office in A.R.E. at which noti-
ces shall be vahidly served.

The General Manager and Deputy General Manager shall
be entrusted by Contractor with suflicient power to carry out
immediately all local written directions given to them by the
Government or its representatives under the terms of this
Agreement. All lawful regulations issued or hereatter to be

issued which are applicable hereunder and not in conflict with
this Agreement shall apply to the duties and activities of the
General Manager and Deputy General Manager.

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

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

ARTICLE Xl
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 ground in any form during drilling, produ-
cing, gathering and distributing or storage operations.
The Government has the right to prevent any operation
on any well that it might reasonably expect would result
in loss or damage to the well or the oil field.



\ 4 AC 4 4::_’:“ vy d (CVU) YQ SAadi e iw_,J?I?E-ki ._.:i VY

PRSP ERERE Y ¥ SR SRR AR

Sl Olleall WS Al 0 daite e JLSCl e (o)
o L lBh Jan e Gasdl s L1 JList e ga e Lglien 5T da yKa)
Us —l zlsd bolal les 00 Y b oV Ll eliob ()
Aoy 3 gele dleazal WP 201 G033 Badais demiie Ol ST e
Za ) Wl B3eie Bl e g A0 1 5 pm Y 61
U_,.-a—?)l -\-M \Jl -\:-‘_5 n....é_g d -":T"""Ji‘ S J.::-‘_g .}‘9.4!{& Jta.u.-....xl.!
| *wﬁjizﬂjﬁhhw@zﬁlyuk
L_;L,c.f; 4o o] CJBL._.J‘ Jom 3 3 t:'.igaa.llf dos 2] ES'_J.JZ;Jl sle (_': )
Y ‘_}....u_)i'_g . ‘Lu;....s' Aag Jf e hd,.g,.fi C...: (..5'“ c«L*Uwg J_gJL.H
3¢ Saall Loladl Ot L2V e Loltes Y 4o ool PR
REVY (5"' ﬁ_,_‘..a.ag“ @,.)‘: e l"-f'f. r(\"’#) &-:jt J)G- C‘JJ::} U:?J;”
CL’Y\J 4 ots)] :-&_9*...»3” _5»1 L}Jl :_:l:gl*,__.&a:-Y| Lo ....:BL.”
6 ner U giall GBSV a3 lpand bosldel Coed bl
o el FL,(;JI Lo
GLID Slosu Jly Jdedt e b g et SELIY 565 T fan ()
Maa g1 45 ey el NN g s anS e Ay LY g
OULY bl 5T &g 2! SIRLH Sla) LM § deaze g A
A 2B AT Gy B & (com e ok 5Ty o TN LU
¢ Bl 2 G50 sl 5,5 O WIS
( 8 e ASUM Bot 11
z:sfjwla-“ Silslace Y

Aol e e Jolile SLLL LA IS A, Tt Call ey (1)
st w\ﬂ_, [5‘;'}” VS 5 . "3 muuaﬁj'w ujﬂ_’ﬂ (ij‘ LL—"
W hY ﬂ.....__..-h.#[’ 4ol 45_,4-*-" Ao r” J adsl o (,‘_}L‘Jl A




VP 18h0 4w g YY G (o) Yo 2anll — apen JH 50 o)

__-________.—-—_-—-——————-—-——"———"‘—‘ ki ——,

(b) Upon completion of the drilling of productive well,
Operating Company shall inform the Government or
its representative of the time when the well will be tested
and the production rate ascertained.

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

through a 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.

(d) Operating Company shall record data regarding the
quantities of petroleum and water produced monthly
from each Development Lease. Such data shall be
sent to the Government or its representative on the spe-
cial forms provided for that purpose within thirty (30)
days after it is obtained. Daily or weekly statistics
regarding the production from the Area shall be avai-
lable at all reasonable times for examination by
authorized representatives of the Government.

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

Any substantial change of mechanical conditions of the well
after its completion should be subject to the approval of the
representative of the Governnment.

ARTICLE Xl

CUSTOMS EXEMPTIONS

(¢) EGPC, CONTRACTOR, Operating Company and
their contractors and sub-contractors engaged In car-
rying on operations under this Agreement shall be permat-
ted to import and shall be exempted from customs duties,
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with respect to the importation of machinery, equipment,
trucks, buses, automobiles, spare parts, materials, com-
puter hardware and software, supplies, electric applan-
ces, office furniture and equipment, including air
conditioning wunits, consumable items, foodstuffs and
movable property when certified by a responsible repre-
sentative of EGPC to be used for carrying on operations
under this Agreement. Such certification shall be final
and shall automatically resuit in csuch exemption without
any further approval or procedure.

() Each expatriate employee of Contractor and Operating
Company and the said contractors and sub-contractors
shall be permitted to import and shall be exempt from
all customs duties with respect to the reasonable impor-
tation of household goods, consumable items, food-
stufts (within the limits approved by Ministry of Petrol-
leum) and personal effects including one automobile ;

provided, however, that such properties are imported for
the sole use of the employee and his family and ; pro-

vided further, that no such property imported by the

employee shall be resold by him in the A.R.E. except in
accordance with Government regulations.

(¢) Without prejudice to Article VIII, any of the items
imported into the A.R.E. either exempt or non-exempt
from customs duties, taxes or imposts under this Article
may be exported by the importing party at any time

without the payment of any export duty, or impost.

(d) Used but serviceable material, equipment and goods

resulting from operations hereunder may be sold within
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the A.R.E. provided that the purchasers pay the appli-
cable customs duties, taxes or imposts, if any, except (£
sold to EGPC or an affiliated company of EGPC.

(¢) Material, equipment and goods so damaged or used
as to be non-serviceable and which are classified by
Contractor or Operating Company as scrap or jumk
(any such Contractor’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 1mposts.

(f) In the event of such sale under Paragraphs (d) and (e}
above, the proceeds from such sales shall be divided in

the following manner :

Contractor shall be entitled to reimbursement of its
unrecovered cost, if any, in such material or equipment
and the excess, if any, shall be paid to EGPC.

(g) “Customs Duties’’, as used herein, shall include all
duties, taxes or imposts (except these charges paid to
the Government for actual services rendered), which
are payable as a result of the importation of the item or
items under consideration. However, Contractor shall
be exempt from payment undr Law No. 133 of 1981

promulgating the Law on consumption tax.

(k) There shall be no license 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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(1) EGPC, CONTRACTOR, Operating Company and
their contractors and sub-contractors engaged in this
Agreement, for the purpose of this Article XI and
without prejudice to the limits and restrictons laid
down in paragraphs (a) and (b) above, shall be exempted
from Law No. 133 of 1981 promulgating the law on
consumption tax as now or hereafter amended or
substituted by subsequent laws.

ARTICLE XIII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, Contractor and Operating Company shall each
maintain at their business offices in the A.R.E. books
of account, in accordance with the Accounting Proced-
ure iIn Annex “E’’ and accepted accounting practices
generally used in the petroleum industry, and such other
books and records as may be necessary to show the work
performed under this Agreement, including the amount
and value of all Petroleum produced and saved hereundr.
Contractor and Operating Company shall keep their
books of account and accounting records in 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 Government, or its representative and
shall be singed by the General Manager or by the Deputy
General Manager or a duly designated deputy, and
delivered to the Government or its representative within
thirty (30) days after the end of the month covered

in the return.

(b)) The aforesaid books of account and other books and
records referred to above shall be available at all reason-
able times for inspection by duly authorized represen-
tatives of the Government.
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{¢) Contractor shall submit to EGPC a Profit and Loss
Statement for the financial Year not later than 3 months
atter the commencement of the following financial Year
to show its net profit or loss from the Petroleum oper-
ations undr this Agreement for such year. Contractor
shall at the same time submit a year-end Balance Sheet
for the same financial Year to EGPC. The Balance
Sheet and Financial Statements shall be certified by an
Egyptian certified accounting firm accepted by EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) Contractor and/or Operating Company shall prepare
and, at all times while this Agreement is in force, main-
tain accurate and current records of its operations in
the Area hereunder, Contractor and/or Operating
Company shall furnish the Government or its represen-
tative, in conformity with applicable regulations or as
the Government or its representative may reasonably
require information and data concerning its operations
under this Agreement. Operating Company will perform
the functions indicated in this Article XIV in accordance
with its respective role as specified 1n Article VI.

(b)- Contractor and /or Operating Company shall save and
keep for a reasonable period of time a representative
portion of each sample of cores and cuttings taken from

drilling wells, to be disposed of, or forwarded to the
Government or its representative in the manner directed
by the Government. All samples acquired by Contra-
ctor and/or Operating Company for its own purposes
shall be considered available for inspection at any reason-
sable time by the Government or its represenatives,
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Unless otherwise agreed to by EGPC, in case of exporting
any rock samples outside A.R.E., samples equivalent
in size and quality shall, before such exportation, be
delivered to EGPC as representative of the Govern ment.

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

During the period Contractor is conducting the Explor-
ation operations, Contractor shall permit EGPC through
EGPC’s duly authorized representatives or employees
to have full and complete access to the Area at all reason-
able times with the right to observe the operations being
conducted and to inspect all assets, records and data
kept by Contractar. EGPC’s representative, in exerc-
ising its rights under the preceding sentence of this
Paragrah (e), shall not interfere with Contractor’s oper-
ations. Contractor shall provie EGPC with copies of
any and all data (including, but not limited to, gealogi-
cal and geophysical reports, logs and well surveys)
miormation and interpretation of such data, and other
information 1n Contractor’s possession.

For the purpose of obtaining new offers, the Govern-
ment and/or EGPC may show any other party geoph-
ysical and geological data (the age ot which is not less
than one (1) year) with respect to the Area.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

Contractor shall entirely and solely be responsible in law
toward third parties for any damage caused by Contractor’s
Exploration operations and shail indemnify the Government
and/or EGPC against all damages for which they may be held
liable on account of any such operations.

ARTICLE XVI
PRIVILEGES OF GOVERMMENT REPRESENTATIVES

Duly authorized representatives of the Government shall
have access to the Area covered by this Agreement and to the
operations conducted thereon. Such representatives may ex-
amine the books, registers and records of EGPC, Contractor and
Operating Conmipany 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 insteruments of Contractor or Operating
Company on the condition that no danger or impediment to the
operations hereunder shall arise directly or indirectly from such
use. Such representatives shall be given reasonable assistance
by the agents and employees of Contractor or Operating Com-
pany so that none of the actrvities shall endanger or hinder the
safety or efficiency of the operations. Contractor or Operating
Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field and shall
provide them, free of charge, the use of reasonable office space
"and of adequately furnished housing while they are 1n the field
for the purpose of facilitating the objectives of this Article. Any
and all mformation obtained by the '‘Goverment or its repre-
sentatives under this Article XVI shall be kept confidential
with respect to the Area.
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ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF

ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC and Contractor that operations

(%)

hercunder be conducted in a business-like and efficient
manner.

(1) The  expatriate administrative, professional
and technical personnel employed by Contractor or
Operating Company and the personnel of its contract-
ors 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 amended and Contractor agrees that all im-

migration, passport, visa and employment regulat-
ions 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 percent (259,) of the
combined salaries and wages of each of the expatr-
late administrative, professional and technical person-
nel 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.Dollars or other -currencies
the unused portion of Egyptian Currency In excess

of twenty-five percent (259,) of such personnel’s sal-
ary.

Contractor and Operating Company shall each sel-

ect its employees and determine the number thereof,
to be used for operations hereunder.

(¢) Contractor shall, after consultation with EGPC, pre-
pare and carry out specialized training programs for
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all its A.R.E.employees engaged in operations her-
eunder with respect to applicable aspects of the pet-
roleum industry. Contractor and Operating Comp-
any undertakes to replace gradually their non-execut-
ive expatriate staffs by qualified nationals as they are

available. _
(d) During the pertod when  Contractor is conaucting
Exploration, Contractor shall pay to EGPC within
thirty (30) days following the end of each Financial
year the sum of Fifty Thousand U.S. Dollars ($ 50,000}
to “nance the cost of providing EGPC employees
an opportunity to attend and participate in o1l and

gas industry training programs.

ARTICLE XVLLL
LAWS AND REGULATIONS

(¢) Contractor and Operating Company shall be subject
to Law No. 86 of 1953 (excluding Article 37 thereof)

as amended by Law No.86 of 1956 and the regulat-
ions issued for the implementation thereof, including
the regulations for the sate and efhicient performance
of operations carried out for the execution of this Agr-
eement and for the conservation of the petroleum
resources of the A.R.E.provided that no regulati-
ons, modification or interpretation thereof shall be
contrary to or inconsistent with the provisions of this

Agreement.

(6) EGPC and Contractor shall be exempted from Fall
- taxes, except as provided in Article III, paragraph

(f) for income taxes, with respect to the extracting,

producing, exporting or transporting of petroleum

hereunder. Contractor shall also be exempted from
any tax on capital.

(¢) The rights and obligations of EGPC and Contractor

~ under, and for the effective term of this Agreement,

shall be governed by and in accordance with the pro-

visions of this Agreement and can only be altered

or amended by the mutual agreement of the said

contracting parties.
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(e)
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The contractors and sub-contractors of Contractor
and Operating Company shall be subject to the pro-
visions of this Agreement which affect them. Insofar

as all regulations which are duly issued by the Govern-
ment apply from time to time and are not in accord
with the provisions of this Agreement, such regula-
tions shall not apply to the contractor and sub-contra-

aCctors.

EGPC Contractor, Operating Company and their sub-
contractors shall for the purposes of this Agreement
be exempted from all professional stamp duties impo-
sed by syndical laws with respect to their documents

and activities hereunder.

ARTICLE XiX
RIGHT OF REQUISITION

In case of national emergency due to war or imminent
expectation of war or internal causes, the Government
may requisition all or part of the production from the
Area obtained hereunder and require Operating Company
to increase such production to the utmost possible
maximum. The Government may also requisition the
oil field itseif and, if necessary, related facilities.

In any such case, such requisition shall not be effected

except after inviting EGPC and Contractor or their
representative by registered letter, with acknowledgement
of receipt, to express their views with respect to such

requisition.

The requisition of production shall be effected by Minis-
terial Order. Any requisition of the oil field itself,

or any related facilities shall be effected by a ‘Presidential
Decree duly notified to EGPC and Contractor.
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(d) In the event of any requisition as provided above, the
Government shall indemnify in full EGPC and Contra-
ctor for the period during which the requisition is
maintained, including :

(1) All damages which result from such requisition;

(2) Full payment each month for all Petioleum
extracted by the Government less the royalty share of
such production ; and

(3) Other obligations of Contractor and EGPC
hereunder.

However, any damage resulting from enemy attack is not
within the meaning of such Paragraph (d). Payment hereunder
shall be made to Contractor in U.S. Dollars remittable abroad.
The price paid to Contractor for Petroleum taken shall be

calculated in accordance with Article VII, Paragraph (c).

ARTICLE XX
ASSIGNMENT

(s) Prior to satisfaction of the Contractor’s drilling and
expenditure obligations for the initial Exploration Period
or Commercial Discovery,whichever first occurs, neither
Contractor nor EGPC shall assign to any person,
firm or corporation not a party hereto, in whole or in
part, any .of its rights, privileges, duties or obligations
under this agreement. Thereafter, Contraclor, EGPC
or any Contractor Member may “assign with the written
consent of the Government)

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

(1) The obligations of the assignor deriving from this
Agreement must have duly fulfilled as of the date such

request 1s made.
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(2) The instrument of assignment must include
provisions stating precisely that the assignee is tound
by all convenants contained in this Agreement and any
modifications or additions in writing that up to such
fime may have been made. A draft of such instrum-
ent of assignment shall be submitted to the EGPC for
review and approval before being 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 interest under ths

Agreement, the assignoil together with the assignee shall
be jointly and severally liable for all the duties and
obligations of Contractor under this Agreement.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The Government shall have the right to cancel this Agree-

ment by Order or Presidential Decree, with respect to
Contractor, in the following intsances:

(1) If it knowingly has submitted any false statements
to the Government which were of a material consider-

ation for the execution of this Agreement ;

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

(3) If Contractor Members are adjudicated bankrupt
by a court of competent jurisdication ;

(4) If it does not comply with any final decision
reached as the result of court proceedings conducted
under Article XXIII, Paragraph (a) hereunder ;
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(5) [Ifit intentionally extracts anv mineral other than
Petroleum not authorized by this Agreernent or without
the authority of the Government, except such extractions
as may be unavoidable as the result of operations
conducted hereunder “in accordance with accepted
petroleum industry practice and which shall te notified
to the Government or its - representative as sccn as
possible; and

(6) Ifitcommits any material breach of this Agree-

ment or of the provisions of Law No. 66 of 1953, as
amended by Law No. 86 of 1956, which are not expressly
contraticted 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 in aceordance with the provisions of
this Agreement, and, in the event of such cancellation,
Contractor shall have the right to remove from the Area

all its personal property.

() Ifthe Government deems that one of the aforesaid causes

(other than a force majeure cause referred to in Article
XXII hereof).exists to cancel this Agreement, the Govern-
ment shall give Contractor ninety (90) days written notice
personally served on Contractor’s General Manager in
the legally official manner and receipt of which i1s acknow-
ledged by him or by his legal agents, to remedy and remove
such cause; butif for any reason such service is impossible
due to unnotified change of address, publication in the
Official Journal of the Government of such notice shall be
considered as validly served upon Contractor. If at the
end of the said ninety (90) days notice period such cause
has not been remedied and removed, this Agreement
may be cancelled forthwith by Order or Presidential
Decree as aforesaid; provided, however, that if such
cause, or the failure to remedy or remove such cause,
results from any act or omissicn of one party, cancellation
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of this Agreement shall be effective only against that

party and not as against the other party hereto.

ARTICLE XXII

FORCE MAJEURE

The non-performance or delay in performance by EGPC

and Contractor, or eitiier of them, of any obligation under
this Agreement shall be excused if, and to the extent
that, such non-performance or delay is caused by force
majeure. The period of any such non-performance or
delay, together with such period as may be necessary for
the restoration of any damage done during such delay,
shall be added to the time given in this Agreement for the
performance of such obligation and for the performance
of any obligation dependent thereon and consequently,
to the term of this Agreement, bul only with respect to

the block or blocks affected.

»Force Majeure”’, within the meaning of this Article
XXII, shall be any order, regulation or direction of the

Government of the Arab Republic of Egypt, or the
Governments of the United States, the United Kingdom

or the Islands of Bermuda with respect to Contractor

~ whether promulgatedin the form of a law or otherwise,

or any act of God, insurrection, riot, war, strike, and
other labor disturbance, firs, 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 fore-
going, provided that any such cause is beyond the
reasonable control of EGPC and Contractor, or either

of them.

() Without prejudice to the above and except as may be

otherwise provided herein, the Government shall Incur
no responsibility whatsoever to EGPC and Contractor,
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(@)

(a),

(b)

or either of them for any damages, restrictions or loss
arising in consequences of such case of force ma jeure

except a force majeure caused by the order, regulations
or direction of the Government of the Arab Republic

1

of Egypt.

If the force majeure event occurs during the initial Explora-
tion Period or any extension thereof and continues in
effect for a period of six (6) months, Contractor shall

have the option upon ninety (90) days prior written notice
to EGPC to terminate 1ts obligations hereunder without
further liability of any kind and, if still in force, the
Guaranty contained in Annex “C’’ hereto; shall be auto-
matically concelled and EGPC shall so notify the Bank

to release the Guaranty.

ARTICLE XXI1
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or
relating to this Agreement or the breach, termination or
invalidity thereof, between the Government and the
parties shallbe referredto the jurisdiction ofthe appro-
priate A.R.E. Courts and shall be finally settled by

such Courts.

Any dispute, controversy or claim arising out of or
relating to this Agreement, or breach, termination or
invalidity thercof between CONTRACTOR and EGPC
shall bs settled by jarbitration in accordance with the
Arbitration Rules of the Regional Center for Commer-
cial jArbitration — Cairo (the Centre) in effect on the
date of this Agreement. The award of the arbitrators §

shall be final and binding on the parties.
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{¢) The number of arbitrators shali be three.

(d) Each party shall appoint one arbitrator. If, within thirty
days after receipt of the claimant’s notification of the

appointment of an arbitrator the respondent has not
notified the claimant in writing of the name of the arbit-
rator he appoints, the claimant may request the Centre

1o appoint the second arbitrator.

(¢) The two arbitrators thus appointed shall choose the third
arbitrator who will act as the presiding arbitrator of the
‘ribunal. If within thrity days after the appointment of
the second arbitrator, the two arbitrators have not agreed
upon the choice of the presiding arbitrator, then either
party may request the Secretary General of the Perman-
ent Court of Arbitration of the Hague to designate the
appointing authority. Such appointing authority shall
appoint the presiding arbitrator in the same way as a sole
arbitrator would be appointed under Article 6.3 of the
UNC'TRAL Arbitration Rules. Such presiding arbit-
rator shall be a person of a nationality other than A.R.E.,
the United Kingdom and the United States and of a
country which has diplomatic relations with A.R.E,,
the United Kingdom, and the United States and who
shall have no economic interest in the oil business of

the signatories hereto.

(") Unless otherwise agreed by the parties to the arbit-
ration, the arbitration including the making of the aw-
ard, shall take place mn Cairo, A.R.E.

(¢} The Egyptian Law shall apply to the dispute except
that in the event of any conflict between the Egypt-
ian Laws and this Agreement (including the arbitr-
ation  provision), the provisions of this Agreement

shall govern.
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(h) If for whatever reason arbitration in accordance with
the above procedure would likely fail, then the par-
ties agree that all disputes, controversies or claims
arising out of or relating to the Agreement or the
breach, termination or nvalidity thereof shall be
settled by arbitration in accordance with the UNCITRAL

Rules,

ARTICLE XX1V
STATUS QF PARTIES

(@) The rights, duties, obligations and liabilities in respect
of EGPC and Contractor hereunder shall be several
and not joint or collective, it being understood that
this Agreement shall not be construed as constitut-
ing an association or corporation or partnership.

(b) Contractor Members shall be subject to the laws of
the places where they are incorporated regarding their
legal status or creation, organization, charter and
by-laws, shareholding, and  ownership. Contractor
Members, shares of capital which are entirely held
abroad shall not be negotiable in the A.R.E. and
shall not be offered for public subscription nor shall
they be subject to the stamp tax on capital shares nor
any tax or duty in the A.R.E. Contractor shall be
exetmped from the application of Law No. 159 of 1981

as amended.

(c) All parties comprising Contractor shall be jointly and
‘severally liable for the performance of the obligations

under this Concession Agreement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

(a) Give priority to local contractors as long as their pri-

ces and performance are comparable with internati-
onal prices and performance.

(b) Give preference to locally manufactured material,
equipment, machinery and consumables so long as
their quality time and of delivery are comparable to
nternationally available materials, equipment, machinery
and consumables. However, such material, equipm-
ent, 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 percent
109%) higher than the price of such imported items
betore customs duties, but after transpoftation and
insurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

.The Arabic version of this Agreement shall, before ihe courts
‘of A.R.E. be referred to in construing or interpreting this Agree-
ment; provided, however, that in any Arbitration pursuant to
- Article XXIII hereinabove between EGPC and Contractor, the

En ghsh and Arbic versions shall both be referred to as havingequal
force in construing or interpreting the Agreement.
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ARTICLE XXVIil
GAS

If Gas is produced or is capable of being produced trom
the Area, EGPC and Contractor shall in good faith study all
possible economic alternatives for its use and decide on the best
lalternative 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 VII shall apply to
the value of associated and non-associated gas if sold for exvort
and not used in operations, flared or re-injected. However, any
Gas not exported outside A.R.E. in a liquid or solid state,or not
used in operations ( incuding reinjection), shall remain the prop-
lerty of the Government or A.R.E. and may be utilized by EGPC
“and EGPC shall not be liable for payment to Contractor ofany
costs or expenses respecting any past operations of Contractor
5'1"-e_rl_atcd to such Gas. Under no circumstances will Contractor be
“responsible for or bear any cost or expenses incurred for utili-

“zation of Gas used internally in the A.R.E.

ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this Agreement
lare solely for the convenience of the parties hereto and shall not

be used with respect to the interpretation or construction of said
Articles.



L\‘\Aawu_f Y 3 (Cb) Yo .J-LJI..._thJrl‘a-h

( O3 pually da ol sall} )
uLﬂ;}U ithwC ds o-(a. Slosel

3 s -L...m

L; ol‘)u@uw,mu SY ejle Lilayi odn O 45 Y
; le" C“g’JJI Jlﬁ ‘_J‘J,}} U_}:‘ﬂ ( *f— {' C)(_% w_ﬂ .__;Lg::“ Oy

L5 Q“J‘Llﬂ i‘ﬂ"” "J-'fj L.}j"-ﬂ-“ ﬂj L}Als‘dﬂl.ﬁ;yl :a-Lfb le

* , ~ uﬂh‘ﬁj ul—my‘
}lﬂ-l_ﬁ 4___4“, m}fzﬂ e ﬁamYI C_gj} S o L&J ‘-Ai.ﬁ:ua (j‘.}"(’  ras
- > C.:_Jq.«:

:L_ér.‘.'-
o MW :h}all 4_ gl
C Lgs
L] e ! A
o P
P g
P lee
S USSR NS
! L ge



LR A - TR A RE P I, O RSV SOy SN |

+ i

_ e ————— |
o ol

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

This Agreement shall not be binding upon any of the parties
hereto unless and until a law 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 governmental enactment,

and the Agreement is signed by the Gaverment, EGPC, and
Contractor.

ARAB REPUBLIC OF EGYPT
By

EGYPTIAN GENERAL PETROLEM CORPORATION
By

TREND ENERGY SUEZ LIMITED

By:

HAMILTON OIL ( GULF OF SUEZ) INC.

By

ENSERCH SUEZ LIMITED

By-

ANADARKO EGYPT, INC.

By:

THE ATTOCK OIL CO. LTD.
By
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ANNEX A "™
Concession Agreement
between

A.RE., EGPC
and Trend Group

(iishore Rahini Area, Block -
Gulf of Suez Basin

Description of the Area

Annex “B’’ 1s an 1illustrative map on the scale of 1 : 250 0G0
showing the Area Covered and affected by this Agreement.

The Area 1s bounded by a group of straight lines and in cert-

ain instances by the high tide shore line of the Gulf of Suez and
measures approximately (142) Square Kilometers. It is composed
of all or part of seventy — one (71) Exploration Blocks, Each

Complete block of which is one (1) minute latitude by one (1)
mimute Longitude and measures approximately 2.78 square

kilometers of surface area.

It is to be noted that the delineation lines in Annex “B”’ are
Intended to be only illustrative and provisional and do not show
accurately true position in relation to exisiting monuments and

geographical features.

Coordinates of the Corner points are given in the following

table which forms an integral part of this Annex “A”’.
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Potat !
No. Latitude N Longitude E Due
1 28° 57’ 00” 32° 45 00 | Southeast to point 2
2 | 280 49 350 1 30 49 11 Southwest to point 3
!
3 1 28° 49° 19” i 32° 48 327 Northeast to point 4
| |
4 | 28° 3% 05 . 32° 54 217 . Southwest to point 5
| ?
5 28° 377 09”7 Where Latitude . Coast line to pomnt 6
i‘ 28° 377 Q9% d
- interesects the hight tide |
| shore line of western
E coast of the Gulf of Suez !
6 | 28 47 33” Where Latitude North west to point 7
i 28° 47" 33"
: Intersects the high
l tide shore line of western
i Coast of the Gulf of Suez.
7 28¢ 57° 33" | 32° 47 24” East to point 1 which

is the point of begining
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ANNEX (™
LETTER OF GUARANTY

LETTER OF GUARANTY NO. CAJTRO.

Gentlemen

The Undersigned, National Bank of Egypt, as Guarantor
hereby guarantees to the Egyptian General petroleum Corpor-
ation (hereinafter referred to as EGPC) to the limit of Three
Million Seven Hundred Fifty Thousand Dollars ($3,750,000)
in U.S.Currencv the performance by Trend Energy Suez Lim-
ited and others (hereinafter referred to as Contractor) of their
obligations required for exploration operations to spend a mini-
mum of Three Million Seven Hundred Fifty Thousand U.S.
Dollars ($3,750,000) during the initial two years of the explor-
ation period under Article IV of that certain Concession Agree-
ement (hereinafter referred to as the “Agreement’’) covering
that Area described in Annexes “A’’ and “R*’ of said Agreem-
ent, by and between the Arah Republic of Egypt (hereinafter
referred to as “A .R.E"’), EGPC and Contractor, dated 15/7/1985.

It 1s understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the
period of expenditure of said Three Million Seven Hundred
Fifty Thousand U.S. Dollars ($3,750,000) by the amount of
‘money expended by Contractor for such exploration operat-

ions during each such quarter. Each such reduction shall be

established by the joint written statement of EGPC and Contr-
actor.

In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of Contractor prior
to fultillment of said minimum expenditure obligation
under Article IV of this Agreement, there shall be no liability
on the undersigned Guarantor for payment to EGPC unless
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and until such liability has been established by written statem-
ant of EGPC setting forth the amount due under the Agreement.

“Tt is a further condition¥of this Letter of Guaranty tlrlat"

(1) This Letter of Guaranty will become available only
provided that the Guarantor will have been informed 1 wri-
ting by Contractor and EGPC that the Agreement between
Contractor, A.R.E. and EGPC has become effective accord-
ing to its terms, and said Guaranty shall become effective on
the Effective Date of said Agreement.

(2) This Letter ot Guaranty shall 1n any event automati-

cally expire"
(a) Two and one half (2%) Years after the date it beco-

mes effective, or
(b) at such time as the total of the amounts shown on
quarterly joint statements of EGPC and Contractor

equals or exceeds the amount of saild minimum
expenditure obligations, whichever 1s earlier.

(3) Consequently, any claim in respect thereof srhomd'

be made to the Guarantor prior to either of said expiration date

at the latest accompanied by EGPC’s written statement, setting
forth the amount of under expenditure by Contractor to the

affect that :
(a) Contractor has failed to perform its expenditure
obligations referred in this Guaranty, and
(b) Contractor has failed to pay the expenditure deficie-
ncy to EBGPC.
We declare that on issuing this Guaranty we did not
exceed the limit of total guaranties which we are entitled to is-

'fsue as per Ministry of Economy’s Letter No.

dated
Please return to us this Letter of Guaranty in the event it

does not become effective, or upon the expiry date
Yours faithfully, -
For |
Accountant Manager
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ANNEX D"
CHARTER OF OPERATING COMPANY
ARTICLE |

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of
the Government in accordance with the provisions of the Agree-
ment 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 provisions of this Charter and

Agreement referrsd to Dbelow.
ARTICLE I

The name of the Company, herein i¢fcired to as “Operating
Company’’, shall be mutually agreed upon between EGPC and
Contractor on the date of Commercial Discovery and shall be

subject to the approval of the Minister of Petroleum.
ARTICLE LI

The Head office of Operating Company shall be in the A.R.E

in Cairo.
ARTICLE [V

The object of Operating Company 1s to act as the agency
through which EGPC and Contractor carry out and conduct the
development operations required in accordance with the provisions
of the Agreement signed on the 15th day of July, 1985 by and
between the ARAB)REPUBLIC OF EGYPT, THE EGYPTIAN
GENERAL PETROLEUM CORPORATION and CONTRA-
CTOR covering petroleum operations in the Offshore Rahmi Area

described therein. _
Operating Company shall also be the agency to carry out

and conduct exploration operations after the date of Comme rcial
Discovery pursuant to Contractor’s Work Program and Bu dget
approved in accordance with the Agreement.

Operating Company shall keep account of all costs, expenses
and expenditures for such operations under the terms of the

Agreement and Anmex “E” thereto.
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Operating Compaoy Ishall not jengage in any business or
undertake any activity beyond the performance of said opera-
tions, unless otherwise agreed upon by EGPC and Contractor.

ARTICLE V

The authorized capital of Operating Company 1s Twenty
Thousand Pounds Egyptian divided into five thousand share of

common stock with a par value of Four Pounds Egyptian per share
having equal voting rights, fully paid and non-assessable.

BGPC and Contractor shall each pay for, hold and own
throughout the life of Operating Company referred to above, one
half (1/2)of the capital stock of Operating Company provided that
only in the event that either party should transfer or assign the
whole or any percentage of its ownership interest in the entirety
of the Agreement,may such transferring or assigning party transfer
or assign any of the capital stock of Operating Company and,
in that event,such transferring or assigning party(and its successors
and assigns) must transfer and assign a stock interest in Operating
Company equal to the transferred or assigned whole or percentage
of its ownership interest in the entirety of the said Agreement.

ARTICLE VI

Operating Company shall not own any right, title, interest
or estate in or under the Agreement or any Development Lease
created thereunder or in any of the Petroleum produced from any
exploration block or development lease area thereunder or in any
of the assets, equipment or other property obtained or used in
'coqnection the;ewiih, and shall not be obligated as a principal
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for the financing or performance of any of the duties or obligations
of either EGPC or Contractor under the Agreement. Operating
Company shall not make any profit from any source whatsoever.

ARTICLE VII

Operating Company shall be no more than an agent for
EGPC and Contractor. Whenever it is indicated herein that

Operating Company shall decide, take action or make a proposal
and the like, it is understood that such decision or judgment 1s
the result of the decision or judgment of Contractor, or EGPC

and Contractor, as may be required by the Agreement. E
ARTICLE VIl

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

be a Managing Director.

ARTICLE IX

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

ARTICLE X

General / meetings of the shareholders shall be valid if a majority

| of the capital stock of Operating Company is represented thereat
' Any decisions taken at such meetings must have the affirmative
"vote of shareholders owning or representing a majority of the

capital stock.
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ARTICLE XI

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of Ope-
rating Company employed directly by Opérating Company and
not assigned thercto by Contractor and EGPC.

The Board shall, in due course, draw up the By-Laws of
Operating Company and such By-Laws shall be effective upon
being approved by a General Meeting of the Shareholders, in

accordance with the provisions of Article X hereof.

ARTICLE X]I

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

The duration of Operating Company shall be for a period
equal to the duration of the said Agreement, including any ren-
ewal thereof.

it shall be wound up if the Agreement referred to above
is terminated for any reason as provided for therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION
By :

TREND ENERGY SUEZ LIMITED

for and on behalf of Contractor

By :
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© [ANNEX “B”
’ ACCOUNTlNG PROCEDURE
ARTICLE o

‘GENFRAL PROVISIONS

l. Detinitions °

The dcfinitions contained in Article 1 of the Concession
Agreement shall apply” to -this Accounting Procedure and have
the same meaning. - Certain accounting terms heremn used are

defined
(a)

()

as follows :

«Agreement’” means the Concession ngreement of
which this Annex 1S a part.

«Non-Operator” means the parties to the Agreement
other than Contractor when it 1s performing work.

n -
.
L]

2. Statements of Activity

(a)

(6)

Contractor shall, pursuant to Article IV of the Agre-
ement, render to Non-Operator within thirty (30) days
of the end of each Calendar Ouarter a Statement of
Exploration Activity reflecting all charges and cred-
its related to the Exploration operations for that

Quarter summarized by appropriate classifications

indicative of the nature thereof.

Operating Company shall render to EGPC and Con-
tractor within fifteen (15) days of the end of each Cale-
ndar Quarter a Statement of Development and Explo-
ration Activity reflecting all charges and credits rela-

~ ted to the Development and Exploration operations

for that Quarter summarized by appropriate classi-
fications indicative of the nature thereof except that
items of controllable material and unusval charges

and credits _sh'all be detailed.
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3. Adjustments and Audits

Y

(a) Each Statement of Exploration Activity shall conc-
lusively be presumed to be true and correct after three
(3) months following the receipt of each statemen’
by EGPC unless within the said three (3) months EGPC
takes written exception thereto pursuant to Articla
[V ) of the Agreement. During said three (3) mon-
ths period supporting documents will be available for
inspection by EGPC during all working hours. Cont-
ractor will have the same audit rnights on Operating
Company statements as EGPC under this subparagraph.

(b)) All Statements of Activity for Development for apy
Calendar Quarter shall conclusively  be presumed to
be true and correct three (3) months following the rec-
eipt of such statements unless within the said three
(3) months period EGPC or Contractor takes writ-
ten exception thereto. Pending expiration of said
three (3) months EGPC or Contractor or both of them
shall have the right to audit Operaing Company acCco-
unts, records and supporting documents for such
Quarter in the same manner as provided in Article 1V

(f) of the Agreement.

4. Currency Exchange

IContractor’s books for Exploration and Operating Comp-
any’s books for Development and Exploration, if any, shall
be kept in the A.R.E. In U.S. Dollars. All U.S. Dollar

expenditures shall be charged in the amount expended. All
Egyptian Pounds expenditures shall be translated to U.S.

Dollars at the official buying rate of exchange issued by the Cen-
tral Bank of Egypt on the first day of the month in which expen-
ditures are recorded, and all othermon-U.S. Dollar expenditures
shall be translated to U.S. Dollars at the buying rate of

i SR
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exchange for such currency as quoted by National Westminister
B ank Limited, London, at 10 : 30 a.m. G.M.T., on the first
day of the month in which expenditures are recorded. A
eecord shall be kept of the exchange rates used in translating
Egyptian Pounds or other non-U.S. Dollars expenditures
to U.S. Dollars. -

5. Precedence of Documents

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of

the Agreement treating the same subject differently, then the
provisions of the Agreement shall prevail.

ol
6. Revision of Accounting Procedure

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

7. No Charge for Interest on Investment

Interest on investment or any bank fees or charges shall
not at any time be charged as recoverable cost under the Agre-
ment, except as may be otherwise agreed by EGPC.

ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, Contractor
shall alone bear and, directly or through Operating Company, pay
the following costs and expenses, which costs and expenses shall
be classified and allocated to the activities according to sound

and generally accepted accounting principles and treated 1n accor-
dance with Article VII of the Agreement :
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1. Surface Rights,

- All direct costs attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained 1n
force for the Area.

2. Labour and Related Costs

(a) Salaries and Wages of Contractor’s or Operatiing Comp-

(0)

any’s employees, as the case may be, directly engaged 1n
the various activities under the Agreement including
salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed 1n such
activities. Such salaries and wages shall be certified by
a certified public accounting firm.

v AR
B

Reasonable revisions of such salaries and wages sha
be effected to take into account changes in Contractor’s
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.R.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 2.b below.

. . o R
For expatriate employees permanently assigned; to

Egypt.
(1)  All allowances applicable to salaries and wages;

(2) Cost of established plans; and

(3) All travel and Relocation costs of such expatriate
employees and their families to and from the employee’s
country or point of origin at the time of employment, and
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 RE. to another location other than their country of

origin shall not be charged to A.R.E. Operations).
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Costs under this subparagraph 2.b. shall be equal to
seventy percent (709) except for employees whose families
have not been transferred to A.R.E., in which case the per-
centage will be fifty percent (50 9%,) of basic salaries and
wages paid for such expatriate personnel including those
paid during vacations and sick leaves as established in
Contractor’s international policies, chargeable under
subparagraph 2.a, paragraph 9 and subparagraphs 11.a
and c. of this Article IT.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregoing per-
centage. The percentage ountlined above retlects Cont-
ractor’s actual costs as of the Effective Date with regard
to the following benefits, allowances and costs:

(1) Anticipated termination of lease contract In
A.R.E. or abroad. |

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

(3) Clothing or equipment allowances.

(4) Expenses connected with departure and arrval
of employees and their familes.

(5) Accruals of seniority indemmnity.

(6) Charges for social security and insurance such
as .

— Retirement plan
— National Health Insurance
—  Unemployment Insurance

— Accident and Disability Insurance

— Extraordinary Insurance.
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(7) Contractual travel expenses of employees and
their families.

(8) Excess luggage.
(9) Recreational allowances.

~(10)  Medical assistance to employees and their fam-
iltes in or outside A.R.E.

(11) Housing and utilities allownces.

( 12) Education allowonce (children of expatrate em-
ployees) and educational assistance.

(13) Settlement allowance in or outside A.R.E.

(14)Contribution for resettlement expenses at re-
patriation,

(15) Vacations, sick leaves and disability salaries or
expenses.

(16) Any other costs, allowances and benefits of a
like nature as established in Contractor’s international
policies.

The percentages outlined above shall be reviewed at
intervals of three (3) years from the Effective Date and
at such time Contractor and EGPC 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 international policies
which change or exclude any of the above allowances
and benefits. The revised percentages will reflect as
nearly as possible Contractor’s actual costs of all its
established allowances and benefits and of personnal
transfers.
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() For expatriate employees temporarily assigned to Egypt.
all allowances, costs of established plans and all travel

relocation costs for such expatriate as paid in accordance
with Contractor’s international policies. such costs
shall not include any administrative overhead other than
what is mentioned in Article II, paragraph 11.b hereof.

(d) Costs of expenditure or contributions made pursuant
to law or assessment imposed by governmental author-

ity ‘which are applicable to labor, cost of salaries and !
wages as provided under subparagraphs 2.a. and 2.b,
Paragraph 9, and subparagraphs 11.a and 11.c of this

Ariticle 11

3. Benefits, Allowances and Related Costs of National Employees :

Bonuses, overtime, customary allowances and benefits on a
basis similar to that prevailing for Oil Companies operating In
A.R.E., all as chargeable under subparagraph 2.a, paragraph 9, and
subparagraphs 11.a and 1l.c. of this Article TI. Severance pay

will be charged at a fixed rate applied to payrolls which will equal
an amount equivalent to the maximum laibility of severance pay-

ment as required under the A.R.E. Labor Law.

4, Material

Material, equipment and supplies purchases or furnished as
such by Contractor or Operating Company.

(a) Purchases

Material, equipment and supplies purchases shall be

at price paid by Contractor or Operating Company
plus any related cost and after deduction of all discounts

actually received.
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(b)) Material Furnished by Contractor

‘Material required for operations shall be purchased
directly whenever practicable, except that Contractor
may furnish such material from contractor’s or Contra-
ctor’s affiliates’ stocks under the following ccnditions :

1. New Material (Condition *A’")

New material transferred from Contractor’s athiia-
tes, warehouse or other properties shall be priced at
cost, provided that the cost of material supplied 18 1o
higher than international prices for material of similar
quality supplied on similar terms, prevailing at the time
such material was supplied.

2. Used Material (Conditions B>’ and «“C”’)

(@) Material which is in sound and serviceable condition
and is suitable for re-use without reconditioning
shall be classed as Condition “B’’ and priced af
seventy-five percent (75%,) of the price of new ma-
terials.

(b) Material which cannot be classified as condition
«B’* but which is serviceable for original function
but substantially not suitable for reconditioning

shall be classed as Condition «C’’ and priced at
fifty percent (509,) of the price of new material.

(¢) Material which cannot be classified as Condition
«B’’ or Condition «“C’’ shall be priced at a value com-
mensurate with 1fs use.

(d) Tanks, buildings and other equipment involving ere-
ction costs shall be charged at applicable percentage
or knocked-down new price.
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(c) Warranty of Material Furnished by Contractor

Contractor does not warrant the material fumisedj
beyond or back of the dealer’s or [manufacturer’s gua-
ranty ; and in case of defective material, credit shall not
be recorded until adjustment {has been received by Con-
tractor from manufacturers or their agents.”

5. Transportation and Employee Relocation Costs;

(@) Transportation of equipment, materials and suppples
~ necessary for the conduct of Contractor’s or Operating
Company’s activities.

(b) Business Travel and Transportation expenses to the
extent covered by established policies of Contractor or
with regard to Fxpatriates and Nationals, as incurred
and paid by, or for, employees in the conduct of Contra-
ctor’s or Operating Company’s business.

(¢) Employees transportation and relocation costs for
National employees tc the extent covered by established

policies.

6. Services
(a) OQutside Services

The costs of contracts for consultants, services and
utilities procured from third parties.

(b) Cost of services performed by EGPC or by Contractor
or their Affiliated Companies in facilities inside or out-
side the A.R.E. Regular, recurring and routine services,
such as interpreting magnetic tapes and/ or other
analyses, shall be performed and charged by EGPC

and/or Contractor or their Affiliated Companies
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al an agreed confracted price. ‘Major projects invol-
ving engineering and design services shal be performed

by EGPC and/or Contractor or their Affiliated Compa-
nies at a negotiated contract amount.

(¢) Use of EGPC’s, Contractor’s or their Affiliated Compa-
nies’ wholly owned equipment shall be chareed at aren
tal rate commensurate with the cost or ownership and
operation, but not in excess of competitive rates currently
prevalling in the A.R.E.

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

than what is mentioned in Article II, paragraph 11.b.
hereof.

7. Demages and Losses

All costs or expenses necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any ot-
ther cause not controllable by Contractor or Operating Company
through the exercice of reasonable diligence. Contractor or
Operating Company shall furnish EGPC and Conftractor writ-
len notice of damages or losses incurred in €xcess ol Ten Thous-
and U.S. Dollars ($10,000.00) per Occurrence, as soon as practi-

cable after report of the same has been recejved by Contractor or
Operating Company.

8. Insurance and Claims

The cost of any public iability, property damage and
other insurance against liabilities of Contractor, Operating
Company and/or the parties or any of them to their employees
and/or outsiders as may be required by the laws, rules and regula-
tions of the Government or as the parties may agree upon. the

proceeds of any such Insurance, less the actual cost of making
& claim, shall be credited against operations.
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Subject to Contractor having insured in accordance with
good international oilfield practices, in case of loss not covered

or not fully covered by insurance, all related actual expendit-
ures incurred and paid by Contractor or Operating Company
in settlement of any and all losses, claims, damages, judgments

.
and any other expenses, including legal SErvices,.

9. Indirect Expenses

Camp overhead and facilities such as shore base, ware-
houses, water system, road systems, salaries and expense of

field supervisory personnel, field clerks, aésistants, and other

general employees indirectly serving the Area.

10. Legal Expenses

All Costs and expenses of litigation, 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 judgments obtained against the parties or any
of them on account of the operations under the Agreement,
and actual 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 Agreement. In the event actions or
claims affecting the interests hereunder shall be handled by the
legal staff of one or more of the parties hereto, a charge commens-

urate with cost of providing and furmshing such services may
be made to operations.
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1. Administrative Overhead and General Expenses

(a)

(b)

While Contractor is conducting Exploration activi-
ties, cost of staffing and maintaining Contractor’s
head office in the A.R.E., and/or other offices estab-
lished in the A.R.E. as appropriate other than field
offices which will be charged as provided in Article
I, paragraph 9 above, and excepting salaries of
employees of Contractor who are temporarily assigned.
to and directly serving on the Arga, which will be
charged as provided in Article TI, paragraph 2 above,

Contractor’s administrative overhead outside the A.R . E.
applicable to the A.R.E. Exploration operation which.
will be charged each month at the rate of five percent
(59,) of total Exploration expenditures while Contractor
1s conducting Exploration activities ; administrative overs
head outside A.R.E. will not be charged while Ope-
rating Company is conducting Exploration activities
No. other direct charges as such for Contractor’s
administrative overhead outside the A.R.E. will be
applied against the Exploration obligation. Examples of
the type of costs Contractor is incurring and charging
hereunder due to activities under the Agreement and
covered by said percentage are :

(I) Executive-Time of executive officers
(2) Treasury-Financial and exchange probiems

(3) Purchasing/Procuring materials, equipment and
supplies.

(4) Exploration and production Directing/Advising
and controlling the entire project.



JAAG 4w 4d g XY U () Y0 2 — dtns J) 30 2ol \ o4

bl ) 431 g & gl 3NS5 AW Ol —

v Ol 3 s Ll g

JETRURRIES | PUN NG WESI I PRER LR E R P R
. ‘L;U‘ DJIL_l\ :a.lﬁ ;_,.TA — — & :'i:.ﬁ-_}.aj\ c'_;la.u .,_',.:?"'j-g-{

el o Lo et DLl S A2 52l 51T (=)
Dol 8 Obins o A it 45 38,1 gdb e GG
B oaats O 9*51 i} e dolall 4,.._#{[' *L.:Lﬁl

‘I"—G"&j Jjw.&z‘ L'J:..\J‘D L:'%.ﬁa'
‘ La.m E\m\}_ﬁw)b\lqu}:aauaji #@.ﬂalwial&mgj#m

]

i S Sienall sde g Dbsall e AT e s T e

| —

<

ekt Al LI s 4! Dldes s Sl Olbee O
o aloal

D Sial - 1Y

5« a3 PSS | [ e Jal L A 'Hi1
*9*5 ?-jl.;z_t_, JJ @il ) e e oa ] n]t__;

JL*‘E‘E a]L:,_,_,l{ 4 44@&\ Y ,::_9..:29- t....‘iL.-..l .1“: ‘Le.*laﬂ 4} Ral _fﬁ “_9-[2“
C RV e S e\ B ¢ gd s

8 pidl Joldl) SIS 3

o s g erer G lehoms s asls VY g2y 1 Jolall Akl AT
Sy ze 23 2l e Vo o SLleadl 511 &) o o5 An b Lo
o UG GT e epoper Ushs ST £l Heod I el



\ e o \4\/*\3 ‘:L\-u 4:3_}’. Y (.é (GL’-) Ya _'5_,'\_,_“ . ““_ J_H ;_k:;i‘:?'#“

_— e

{3) Other departments such as legal, comptrollers
and engineering which contribute time, knowledge
and experience to the operations.

TI'he foregoing does not preclude charging for direct
service under subparagraph 6.b of this Article II.

(c) While Operating Company is conducting activities,
Operating Company’s personnel engaged 1n general
clerical and office work, supervisors and officers whose
time 15 generally spent in the main office and not the
| ﬁel;i, and all employees generally considered as general
and administrative and not charged to other types
of expense will be charged to operations.  Such
expenses shall be allocated each month between
Exploration and Development operations according

to sound and practicable accounting methods.

12. Taxes

All taxes, duties or levies paid in the A.R.E. by Contra-
ctor or Operating Company with respect to  this Agreement

other than those covered by paragraph (f} { of Article IIT of
the Concession Agreement.

13. Continuing Contractor Costs

Costs of Contractor activities required under the Agree-
ment and incurred exclusivelyin 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.
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14. Other Expenditures

Any costs, expenses or expenditures, other than those
which are covered and dealt with by the foregoing provislons
of this Article IT, incurred by Contractor or Operating Comp-

any under approved Work programs and- Budgets.

ARTICLE 111
INVENTORIES

1. Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC Contra-
ctor inventories shall be taken by Operating Company of the
operations materials, which shall include all such matenal,
physical assets and construction projects. Written notice of
intention to take inventory shall be given by Operating Com-
pany to EGPC and Contractor at least thirty (30) days before
any inventory is to begin so that EGPC and Contractor may
be represented when any inventory is taken. Failure of EGPC
andjor Contractor to be represented at an inventory shall bind
them to accept the inventory taken by Operating Company,
who shall in that event furnish the party not represented with

a copy thereof.

5 Reconciliation and Adjustment of Inventories

Reconciliation of 1nventory shall be made by Contractor
and EGPC, and a list of overages and shortages shall be jointfy
determined by Operating Company and Contractor and EGPC,
and the inventory adjusted by Operating Company.
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ARTICLE IV
COST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery
Crude Oil

Contractor shall, pursuant to Article VII of Concession
Agreement, render to EGPC as promptly as practicable but
later than fifteen (15) days after receipt from Operating Com-
pany of the Statements for Development and Exploration

Activity for the Calendar Quarter a statement for that Quarter
showing :

;. Recoverable costs carried forward from the previous
quarter, 1f any.

ii. Recoverable costs incurred and paid during the quarter.

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

iv. Value of Cost Recovery Crude Oil taken and separately
disposed of by Contractor for the quarter.

s. Amount of costs recovered for the quarter.

si. Amount of recoverable costs carried into the succeeding.
quarter, 1f any.

vii. Excess, if any, of the value of Cost Recovery Crude
QOil taken and separately disposed of by Contractor
over costs recovered for the quarter.

2. Payment

If such statement shows an amount due EGPC, payment
of that amount shall be made in U.S. Dollars by Contractor

with the rendition of such statement. If Contractor fails to
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make any such payment to EGPC on the date when such pay-
ment 18 due, then Contractor shall pay interest of 2.59%, higher
than the London Interbank Borrowing Offered Rate (LIBOR)
for three (3) months for U.S. Dollar deposits prevailing on
the date such interest i1s calculated. Such interest payment
shall not be recoverable.

.

3. Settlement of Excess Cost Recovery Crude Oil

EGPC having chosen to take its entitlement of Excess Cost
Recovery Crude O1l under Article VII, paragraph (a) of the
Agreement in kind during each Quarter, an adjustment 1n kind
shall be required after the rendition of such statements in case
either party has taken more than its own entitlement.

4. Audit Right

EGPC shall have a period of twelve (12) months from
receipt of any statement under this Article IV in which to audit
and raise objection to any such statement. EGPC and Con-
tractor shall agree on any required adjustments. Supporting

documents and accounts will be available to EGPC during said
twelve (12) months period.

ARTICLE V
CONTROL AND 'MAJOR ACCOUNTS

I. Exploration Obligation Control Accounts

Contractor will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the
total amount of Exploration Expenditures reported on statements
of Activity prepared per Article 1.2.a hereof, less any reductions
agreed to by EGPC and Contractor following written exceptions
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taken by a Non-Operator pursuant to Article I.3.a hereof, 1n

order to determine when minimum Exploration Obligation has

been mef,

2 Cost Recovery and Control Account

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account to control therein the amount of
cost remaining to he recovered, if any, the amount of cost recov-

ered and the value of Excess Cost Recovery Crude O1l if any.

‘f f
L

5. ‘Major Accounts

For the purpose of classifying costs, €Xpenses 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 including

the following
Exploration Expenditures.
Development Expenditures other than Operating Expenses.
Operating Expenses.

Necessary subaccounts shall be used.

Revenue accounts shall be maintained by Contractor 10 the

extent necessary for the control of recovery of costs and the

treatment of Cost Recovery Crude o1l
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