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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION
AND PRODUCTION
BETWEEN

THE GOVERNMENT OF THE ARAB
REPUBLIC OF EGYPT

AND

THEF. EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND 1
'ONTINENTAL SAHARA PETROLEUM COMPANY

IN
UPPER EGYPT AREA

This Agreement, made and entered into on this

day of 19 . by and between the GOVERN-
{ENT OF THE ARAB REPUBLIC OF EGYPT (her-
inafter referred  to as the “Govermment”).  The EGYP-
“TAN QENERAL PETROLEUM CORPORATION, 2
>gal entity created by Law No. 167 of 1958, as amended,
~ereinafter referred to as “EGPC”) and CONTINEN-
~AT, SAHARA PETROLEUM COMPANY, a com-
any organized and existing under the laws of the State
J Delaware, United States of America 1 var-
susly referred to as «CONOCO?” or “Contractor”);

WITNESSETH

WHEREAS, all raw materials, including petroleum exist-
1g in mines and quarmies in the Arab Republic of EGYPT,
:1dudng 1
he property of the State ; and

WIIEREAS, EGPC has applied for an exclusive conce-
<ion for the exploration, development and production of
otroleurn in and throughout the area of approximately
10,000 sq. kms referred to n Article 11 and described m

onex A and shown approximately in Annex B which are
-tached hereto and made 2 part hereof ; and

WHEREAS, CONOCQ agrees to undertake its-obliga-
ons provided for heremafter as contractor with respect 1o
e exploration, development and production of petroleum

. said Area; and

|
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WHEREAS, the Government desires hercby to grant

ach concession ; and
WHEREAS, the Minister of Petrolcum, pursuant to the

reovisions of Law No. 86 of 1956, may enter nto a conce-

sion agreement with EGPC and CONOCO as contractor,
‘or the exploration, development and production  of
petroleum in the Area hereinafter referred to ;

NOW, THEREFORE, the partics hereto do mutmaliy
ree as follows

ARTICLE 1

DEFINITIONS

(a) “Exploration” shall include such geological, geophy-
sical, aerial and other surveys and any interpretation

of data relating thereto as may be contained in appro-
ved Work Programs and Budgets as well as the drilling

of such shot holes, core holes, stréitigraphic tests, holes
or wells for the discovery of pecroteum and the appraisal
and/or delineation of the same prior to declaration
Commercial Discovery together with the purchase
and/or acqusition of all such supplies, materals,
equapment and services (mcluding leasing whenever
appropriate) as may be required to conduct such
aforesaid activities, all as may be contained i such
aforesaid Work: Programs and Budgcts. The verb
“explore” means the act of conducting Exploration,
“Development” shall, pursuant to approved Work |
Programs and Budge:lx indude but not be limited 1o :

(b)

(1) all thie operations and activities under this Agres |

ment with respect to the drlling of other than
Exploration wells and the dmpmng, plugging

back, complemg and equipping of such
wells  together with the design, construction

and mstallaton of such equipment, lines,
facilities, plants and systems relating to such wells
as may be necessary and consistent with sound
oil freld and good economic practices;
all operations and activitics relating 10 servicing
and maintemance of equipment, lines, systems,
facilities, plants and related operations in order
to produce and operate any wells m the Devel-
opment Area;
(iif) the taknig, saving, treating, handling, stormg,
repressuring, recycling and other  secondary
or tertiarv recovery projects; and

(1}

(w) the flaring, transporting through pipelines and
delivertng and exporting of petroleum through
marine and/or storage facilitics n the ARE:
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¢) “Exploration Periods” or “Exploration Phases” <hall ! iyt y © el M7 A - L (=)

o)

mean those time periods set forth in Article III (b)

below during which CONOCQO or UPCO a; the
case may be, shall conduct Exploration actvities.

“Petroteum” shall mean liquid crude o of varous

denstties, asphalt, gas, casinghead gas and all other

hydrocarbon substances that mav be found n, and
produced, or otherwise obtained, and saved from the

Area under this Agreement and all substances that
may be extracted thercfrom.

(&) “Crude Oil” or “Liqud Crude Oil”* shali mean any

()

(k)

()

hydrocarbon produced from the Arca which is in 2
liquid state at the wellhead or lease separator or which
® extracted from gas or casinghead gas.  Such termns
shall inciude distiliate and condensate.

“Gas” shal mean natural gas or other gaseous hydr:-
carbons produced from any well in the Area.  Said
term shall include residue gas remaming after the
extraction of l'quid hydrocarbons from such gas.

A'Barrel” shall consist of forty-two (42) United sta-
tes gallons, Ixquid measure, corrected 0 a temperature
of sixty degrees (60°F) Fahrenheit. -

“Area” shall mean the arca described in Annex “A”
and shown in Annex “B”.

“Commercial Discovery” shall mean a geological
structure or any other geological trap (a field) deter-
mined. to be capable of producing Petroleum m com-
mercial quantities in accordance with the cniteria and
procedures set forth and contained in Article T1I [c)
below.

“Reservoir {s)” shall mean a porous, permeable or
fractured rock containing commercial quantities of
Crude Oil or Gas.

opment Lease(s) shall mean the nghts, duties

and obligations pertaiming to the Development and
Producing of Petroleum granted to CONOCO and

(4

EGPC under this Agreement as set forth and costai-

ned in Article TTT {c) below.
"Dwdopnmt— Area” shall mean that poraon of the
Area as agreed between EGPC  and CONQCO,

!

1

1

|

subject to the approval of the Minister of Petroleum.
o which a commercial Discovery of petroleur: has

been made and on which a Development leasc cover- |

ing the same has been ssued o accordance with the |
provisions of Artide 111 (c) of this Agreemest.
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'm) “Joint Operating Gompany™ or
shall mean the Company formed by EGPC ancl
CONQCOQ pursuant to the provisions of Article V1 of
this Agreement and Annex “C” attached hereto after
. Commercial Discovery has been made and declared.

(n) “Effective Date” shall mean the date on which this
Agreement is signed by the Government, EGPC and
CONOCO after issuance of the relevant Law.

“Vear” shall mean a period of twelve (12) months,
according to the Gregorian Calendar.

(0)

“Calendar Year” shall mean the period from January
1 to December 31, both inclusive, acoording to the
Gregorian Calendar.

(r)

“Contract Year® shall mean that twelve (12) comsecu-
tive month period of time durng any one of the Exp-
loration Phases as set forth in Article 11T (b) of this
Agrecment startng from. the Effective date of th:s
Agroement or any anniversary thereof.

(q)

“Financial Year” shall mean the Government’s

financial year starting on January Ist and ending on
December 31st. hoth dates beng inclusive.

()

wiax Year” shall mean the period of twelve (i2)
months according to the Gregorian Calendar for
which amy imcome, profits or other tax of the Gover-
 ament is assessable or payable acoording to  any
applicable law or regulation of the Government.

()

() “ARE. shall mean the Arab Republic of Egypt.

(v) “EGP

Corporation and, by acquiencence of both Government

nd EGPC, shall also include any permitted assigns
this Agreement  pursuant to the
of Article XX hereof as well as any statutory

provisions
successors to EGPC.

and for legal

«Contractor” shall mean Continental Sahara Petro-

feum Company (‘CONOCO’) ‘and any permitted
f Article XX hereof.

(v)

assigns unde: the provisions 0

“Qperating Compauy .

C* shall mean the Egyptian General Petroleum
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- “Affiliated Company” shall mean a company :

't} the share capital, conferring majority of votes at
stockholders’ meetings of such company, of which

st} which is the owner directly or mdirectly of share
capital conferring a majority of votes at stockho-
|ders’ meetings of a Party hereto ;

ii1) whose share capital conferring a majority of votes
at stockholders’ meetings of such company and
the share capital conferring a majority of votes
at stockholders’ meetings of a Party hereto arc
owned directly or indirectly by the same

company.

. “Block” shall mean an area consisting of approxima-
tely 100 square kilometers being 6 of latitude and &
of longitude, °

ARTICLE 11

Annexes to the Agreement
The Annexes “A”, “B”, *C” and “D” to this Agreement

-~ hereby made parts hureof and they shall be considered

:s =ving equal force and effect with! thee provisions of this
= eement.

Amnex “A” is a descripton of the area covered and
.Zected by this Agreement, hereinafter referred to the
Area” | |
Annex “B” is a map on the scale of 1 : 5,000,000 indi-
-ing the Area covered and affected by this Agreement
:=d described in Annex “A”.

In the event of a conflict between Annex “A” and
Annex “B”, Ammex “A” shall prevail.

snnex “C” is the form of Charter of the Jomnt Operating
Company to be formed pursuant to thie provisions of Articlc
\T below.
Annex “D™ is the Acoounting Procedure.

ARTICLE Il

Grant of Rights.and Term

The Guvernment hereby grants, pursuant to Article 50

f Law No. 86 of 1956 with respect to Explpratim_l_. Deve-
lopment and Development Lease as heremn dcfined, to

1~GPC and CONOQCO as contractor, subject to the terms,
yvenants and conditions set out M th_is Agreement, which
., sofar as they may be inconsistent with any provisions of

| aw No. 66 of 1953. as amended, shall have the force of |
' i
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aw, an exclusive concession in and to the Area, including
he right to carry out the Exploration and Development
perations provided for w this Agreernent in and with
espect to such Area

) Tha Government shall own and be entitled, as
hereinafter provided, to a royalty, i cash or in kind,
of seven and one-half peroent (714%) of the total quan-
tity of Petroleum groduced and saved from: the Arca
during the Development period of this Agreement
mncluding any renewals of extensions thereof. Said
royalty shall be horne and paid for by EGPC and shall
not be the obligation. of CONOCO.. The payment of
royalties by EGPC shall not be deemed to result in
mcome attributable to CONCO. It iz understped
that no rentals under Artide 26,27 and 31 of law No.
66 of 1953, as amended, are payable to the Govern-
ment or EGPC;

However, 1t is further undcmtmd that in the event
any damage to the surface of the land is caused by the
operations hereunder, CONOCO shall reimburse the
landowner an amount equivalent to the actual damage
sustained. All other rentals or charges provided for

under Law No. 66 of 1953, as amended, shall while
this Agreement rematis m effect apply to CONOCO

or Operating Company, as the casc may be, at the |

rates provided for therein as of the Effective Date of
this Agreement.
with respect to any pipeline rental payments due un-
der Article 39 of Law No. 66 of 1953, as amended,
it is agreed that CONOGO’s hability for such rental
concerning both Grude Oil and Gas shall in no cvent
exceed on an annual basis the sum of (200,000) Two
hundred thousand U-S. Dollars and any aforesaid
rentals 50 paid shall be recoverable under the provisions
of Article VII below.

(b) The following periods of Exploraton shall apply :
PHASE I — shall commence on the Effective

Date and run for 2 period of one (1)
year thercafter ;

PHASE II — shall commence on the expiration
of Phase 1 above and run for a period
of three (3) consecutlve  years
thereafter ;

PHASE 111 — shall commence on the expiration of

Phase 11 above and run for a period
of two (2) r::msu:utme vears there-

after ;

PHASE YV — shall commence on the expiration |

of Phase ITI above and nm for a
peniod of six {6) consecutive years
thereafter.
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Thirty (30) days prior o the expiration of Phase: | 5 T LW gt Lae € o L
[, 1T and II1, as well as hirty (30) days prior to the | - TS k] e 5Ty 5 e

cnd of any Contract Year within Phase [V, CONOCO i Sy o el st W g8 S ¢ L’ﬁ( v

shall have the right to elect upon written notice 10 -0 ) -
EGPC to either (3) continue Exploration operations Tl "‘J'Lf st ol — B Bl el <2
nto the next succeeding Phase, or Contract Year with e Yaaldz o ; ‘

* Hopdt 3 comdl A L1F Lol V.
I'HpecttﬂPhBSE [V}a'_‘;ﬂ'mcasﬁma-}; bﬁ_. Pmidcdat b Al J:'aj 3 oLl S L J»"Lp Ul(?) : L
the time of such positive election, CONOCO shall of bt ¢ W ¢ 1 W oAl aLall, ULJ'I"L&L_,_-],

have fulfilled its obligations hereunder for the prece | 351G ia R AR W L T

ding Phase, or Contract Year with respect to li:h'asf: e A A E”’ih)k?m""n*"” LD IR
[V, or (i) withdraw from this Agreement, Failure Y ;i awl 3 A0 il 3L L2l J._Ji £ oleial s .
on the part CONOCO to send such aforesaid written r) T el
notice 0 EGPC shall be deemed to meanthat | 2923k 558 i3 ey U an e i

CONOCO has made a positive election 10 continue Lol : . ey . .

. N _ £ 555 cite e Lul ke il T
Exploration operations mto the next succeeding ; 5 ) L_‘_r. 'i" f: o ois J-L'JL'*-*.LQL
Phase or Contract Year, as the case may be. In the| -db¥ e cJH 4250l 2 ol 1= s RO IS Y-
event that no Commercial Discovery is made by the T R " - e m 11 - . -
end of Phase IV, this Agreement shall terminate with | ¢ 2224 4lF Jd b Gl ad L4 Gilaw i,

vovided, Howonr, that I 2t the endh of Phass oy | 7R TR B v ¢ 5 e FTAA S g
well “is drilling or testing, an extension of Phase TV |
shall be granted of up to six (6] moths so as to alfow
for thle completion of the well and for the declarution
of 2 Commercial Discovery, if any.

In the event a Commercial Discovery is madeatany
time from the Effective Date to the expiration of
Phase IV or any extension thereof, 2 Development
Lease covering a Development Area shall forthwith
ssue herennder without the need for any additionaf
legal instrument {5} or permsvion (8). The term of
such Development Lease affecting such  aforesaid
Development Area shall be tharty (30) years from the
Effective Date hereof with CONOCO having the
right to extend the term of the Development Lease
for an additionai ten (10) years upon wititen notifica-
tion to EGPC served no later than ninety (90} days
prior to the expiration of the ongmal term of the
t Lease, All of the provisons of this

Agreement (except whereby under the express Jan-
guage contained herein one or more said provisions
shall no longer apply) shall be deemed 1o
comprise all of the terms and conditions of said Deve-
luj:»:mnt Lease. Whenever under this Agreement,
CONOCO, after drilling and testing a well or wells
which evidence the presence of Petroleum whicl! in
the opmion of CONOCO might be commercially
feasible for devdopment, CONOCO shall, as part |
of its Exploration obligations under the provisions of
Asticle TV below, conduct a feasibility study to de-
tarmine if, in accordance with standard oilfield and
industry  practice, the quantities of Petroleum dis-
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covered in the prospective Development Area could
constitute a Commercial Discovery takng mto con-
sideration the estimated recoverable reserves, level of
production, development and pipleine costs and all
other relevant technical and economic factors. In

the event CONOCO should determime from such
aforesaid feasibility study that a Commercial Dis-
covery has been made, CONCOCO shall then promr
ptly notify EGPC in writing of its decision including
1 such notice thie summary of its feasibility study and
a plat of the proposcd Development Arca. EGPC

and CONOCO shall then me<t as soon as possibie
of reaching agrcement with respect

val of thle Minister of “Petroleumn has

tr the boundaries of the Resgrvorr (s) within the Area

Development Arca may
Reservorr (s).

qotice to EGPC of any disco-
ery even if such discovery -« ncg Jeemed by CONOCO

ig discovered but ¥ not clccm::d

However, if Grude Oil _
Commercial Discovery mth:{l

resence of Crude Oil, then EGPC shall have sixty (60
jays from the expiration of said thirty (30) months
vhich to give CONOCO written notice of EGPU’s desire
» develop the spcified area at FGPC’s sole cost, risk and
be entitled to develop, produce and

xpense and therefore
geological

lispose of all Crude O produced from the
tructure on which such well has been drilled.

Such! written notice to CONOCO shall state the specific
wea covering said geological structure to be developed,
He wells to be drilled, the production facilities to be
astalled, a plat of the spacific area and EGPC’s estimated
ost of such sole rik development program. Within
hirty (30) days after receapt of said notice, CONOCO
may i writing cect to develop) such area as provided
for in the casc of Commercial Discovery hereunder. In
such event all terms of this Agreement shall continue to

Pply to the specific area.
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In the event Operating Company, referred to in Article ‘
VI, has come into existence, EGPC shall be entitded to |
have Operating Company performe such operations for 1'
it at EGPC’s sole cost, risk and axpense. In the event
Operating Company has not come into existence, BGPC
or anAffilliate of EGPC shall perform such operatioms |
unwd such time as Operanng Company has been formed
and CONOCO has dected tw join EGPC in the deve-
lopment of the field as provided herein. At any time |
after EGPC has recovered from the Crude Oil produced
from such specific aréa a quanuty of Crude Oil equal
m value to three hundred (300) percent of the costs it
has mcurred, CONOCO shall have the option, only in
thel event there has been a separate Commercial Discovery,
to share i further development and production of the
speatfic area upon paymg EGPC onc hundred (100;
percent of such costs incurred by EGPC. Such one bun-
dred (100) percent payment shall be recovered CONOQCO
from Cost Recovery Crude in the normal manner for the
recovery of expeses. Immediately following such payment
the specific area shall revert to the status of an ordinary
Development Lease under this Agreement and thereafter
shall be operated m accordance with the terms hereof. ﬁ
The sole risk Crude Oil shall be valued in the manner
provided in paragraph {c) of Article VII. In the event
of any termination of this Agreement under the provisions
of paragraph {b) above, this Agreement shall, however,
contmme to apply to EGPC's operation of any sole risk
venture bereunder, although suih Agreement shall have
been. terminated with respect to CONOCO pursuant to

the provisions of said paragraph (b} above.

In the event EGPC clects to develop any part of the
Area pursuant to the sole risk provision herean, produc-
tion. from such sole nsk area shall be considered tor pur-
poses of the production bonuses set forth 1 Article 1X of
this Agreement only if CONOCQO exercises its option to
participate m such Crude Oil and only from the Wnitial
date of scuh participation.

(d) Subject to the provisions of Article XXII below, in |
the event no commercial production of Crude Ol
in regular shipmemts is established from withn any
Block or Blocks within the Development Area within !

o
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five (5) years from the date of the Commercial Dis.
covery, then in that event, such Block or Blocks shall
be surrendered.  Subject to the same provisions of Ay-
ticle XXI1 below, in the case of a Commercial Dis-
covery of Gas, if no commercial production of Gas
m regular shipments is established within any Block
ithi opment Area within eight
(8} years from the date of the Commercial Discovexy,
then such Block (s) shall alse be surrendered. Notwith
standng the foregoing time limitations, if the actual
circumstances, in the reasonable opinion of all the
Partes hereto, justify a delay in commercial prod-
duction, the aforesaid time limitations may be
extended.

CONOCO shall bear the risk and pay all of the costs
and expenses required m carrying out all of the opera-
tions provided for udner this Agreement and therefore
shall have an economic interest in the development of
the Petroleum deposits n the Area. Such costs and
expenses shall not incdlude whatsover interest on invest-
ment, financial fees or charges.  All other aforesaid

costs and expenses shall be recoverable by CONOCO |

as provided for m Article VIT below. Durmg the
overall term of this Agreement and raxewals theseol,
the total son. achieved in the conduct of all
such operations shall be divided between EGPC and
CONOCO i acoordance with the provisions of
Article VII below. '
The duration of this Agreement cuvers the Exploia-
tion Phases desaibled above as well as the
ment Lease {s) and any renewal (s) thereof.
It 15 vaudersiood that CONOCO and Operating
company have the right, in the event of 2 Commer
cial Discovery, tr construct and install pipeline (s)
and related systems and facilities of sufficient size
to coonomically transport the Petroleum to storage
and offtake faclitics.

CONOCO shall bé fully responsible for the pay-
ment of any rentals due and the restoration of land to
its orginal state in the event any pipelines, related
systans and facilities or wells drilled pursiant to the
provisions of this Agreement are required to be m-
stalled, constructed, rmamtained of drilled on or over
such lands. In the event. CONOCO and Operat-
ing Company are unable to reach agreement with
such landowners regarding the terms and conditions
for the use of said land, then, in that ¢vent, Govemn-
menment and EGPC will asist CONOCO and/or

Opcerating corpany in obtanmg the ncessary rights |.

to install such pipelines, relaved systems and facilities
or drill such wells. |
The provisions regarding payment of CONOCO's
Egyptian Income Tax shall be applied as follows :
(1) CONOCO shall be subject to the laws in force
from time to time of the ARE. and the political
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subdivisions thereof, which impose taxes onor § s ¢ Wb |la C\.: ;5'\ _,T Je-daE R le Wt
:;ﬂ —_ sﬁp:gng 2 tay ;f ﬁzf::j’ ﬁf;lluj;li JpWorssy Jos Jo e pio i (ol s
able capital, the commercial and industrial pro- | == ¢ ":"'l""ﬂ{i;'. Sl C“.J'ﬂ Je ‘“J‘-"J Gl
fits tax, municipal tax, defense tax and nationai | ¢ Jodl o 24l ¥) A pay ¢ t\i.d\ i oyt b

security tax on income and dividends paid with . . - - T
respect to shareholders, as well as any surtax or ~iheni e <51 | l’"“"‘ﬂ CEJI e iy g "‘—'-':J"“J

mterest assessed with respect to income tax pay- tl"‘"“ Y] u;“ 1";‘_.;-‘-": ! o o :‘J AL,
ments éhmimftcr referred to ast;;;:.R.E. - [ 4 Sl Jedl o Slegar gl Wi,
come Taxes”), and , except as otherwise pro- | |- |~ ré b LR :
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ARGE. Income Taxes for which GONOCO | &2l ol i e oliWeidy. cpadl ol
shareholders may be liable shall be deemed to be | JALL L L 35,2 ( 8 op 7 Yorilsd Uidiin, i
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of the Petroleum determined under Article VIL |  ~© sl j ST
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D The ol o vty CONOE0 [ | b ] 0 o 55 Wl 3 g3
acquired by CONOCO pursuant to Article | (&0 ¢ )aAdh (BN 55 e el a3
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b, The value, as determined in Paragraph | =@ obslimblllaslll oo (o )55 G iaadtanall () -
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Cost Recovery Petroleum acquired by - - - . e
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3)  In calewlating its A.R.E. Income Taxes, EGPC

shall be entitled to deduct royalties paid hy LGPC

to the Government and the A.R E. Income Taxes :
of CONOCO paid by EGPC on its behalf |

ARTICLE 1V

WORK. PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIODS

CONOCQ  shall spend during the Exploratiou |

Periods as follows '

PHASE [ — the sum of one million Five Hundred
Thousand U.5. Dollars {$1,500,000)
consisting of cxtensive geoleogical
fieldwork, ERTS photogologic work,
an cxtensive acromag — program
to determune the existence and con-
figuration of geologic basins in the
Area, and other Exploration actvi-
ties as may be appropriate.

PHASE II — the sum of Four Million Five Hun-
dred Thousand U. &, Dollass |

($ 4.500,000) consisting of reconnas-

sance seisme¢ operagons to identify
leads, detatled seismic operations to
confirm the eastence of structure
and other exploration activities as
may be oppropiate,

PHASE I1I — the sum of Six Million U.S. Dollars
($6,000,000) consisting of additiomal
detailed seismic operations and doli-

PHASE IV — l:ll'immofThreﬁMilﬁanU.S.Doﬂars
($ 3,000,000) cach Countract Year for
Expforation activities.

CONOCO shall be under an obligation to commence

drilling operations prior to the end of the first Cont-

ract Year of Phase III. Should CONOCO spend
more than the amount specified in any given phase
or Coptract Year in Phase IV, the excess shall he
subtracted from the amount specified for the next
succeeding Phase (s) or Contract Year (s), as the case

may be. .

All data obtained by CONOCO during the Expiora-
Gon Periods shall be made available immediately to
FGPC without restrictions. [t is understood and ag-
reed by all partics hereto that EGPC shall be frec

1o use such data to encourage other parties to lll'lft!:r-
take exploration commitments on Areas relinguished

by CONOCO under the provisions of this Agreﬂm?ut;

CONOCO shall have the night to surrender the en-
tice Area at the end of Phase T, Phase II, Phase TI1
at the end of any Contract Year of Phase IV. in

ov ' I
any expenditure deficiency

the event of withdvawal,
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(c)

the aforesaid expenses spent by CONOGO.

of CONQCQ shall result in an immediate payment
to EGPC of the amount of the deficency for the re-

levant Phase, or Contract Year of Phase 1V, as the
case may be, in which such withdrawal is made. In l

the event of no withdrawal, any expenditure deficie- |
ney of CONOCO at the end any Phase, or Contract
Year of Phase IV, shall resultm a payment by
CONOCO to EGPC of any such deficiency; any such
deficiency payment(s) shall be made within nmety
(90) days in U.S. Dollars and shall be considered as
cost and recoverable in accordance with the prowr-
sions of Artide VII hereunder provided this Agree-
ment is still in effect as to CONOCO. Any deficte-
ncy payment so made cannot be reoovered out of
production from a Commercial Crude Oil and/or |
Gas Discovery made prior to the date of such defr
ciency payment. In case no Commercial Crude Od
or Gas Discovery is established by the end of Phase
IV, or extension thersof, or in' case CONOCO sur-
renders its exploration obligations under this Agrec
ment prior to this time, EGPC will not bear any of

At least three (3) months prior to the beginnng of
each year or at such other times as otherwise mutually
agreed to by EGPC and CONOCO,CONOCO shal!
prepare an Exploration Work Program and Budget
for the Area setting forth the Exploration operations
which CONOCO proposes to carry out durng the
ensuing year. Durng the Exploration Periods, such
Work Program and Budget shall be at least sufficient |
to satisfy CONOCO’s minimum expenditure oblige-
tion for the period it covers, takimg into account any
credits for excess expenditures by CONOCO i prior
Exploration Periods. .
The Exploration Work Program and Budget shall

be reviewed by a joint committee to be gstablished
by EGPC and CONOCO after the Effective Date
of this Agreement. This committee, heremafter refer- i
red to as the “Exploration Advisory Committec”, shall
consist of six (6) members, three (3} of whom shall
be appointed by EGPC and three (3) by CONOCO. |

The Chairmen of the Exploration Advisory Com-
mittee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory
Committee shall review and give such advice as 1t
deems appropriate with respect to the proposed Work
Program and Budget Following review by the Ex-
ploration Advisory Committee, CONOCO shall make
such revisions as CONOCO deems appropriate and
submit the Exploration Work Program and Budget to
EGPC for its approval, Following such approval, it
ts further agreed that :
(1) CONOCO may revise or medify said Work
Program and Budget as may be required for
operational reasons or as a result of Exploration

l
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(f)

(2)

—

acuvities, it beng understood that the approved ,
budgeted expenditure will not be reduced with-
out the approval of EGPC ; and

(2) In the event of cmergendcies involving danger of
loss of lives or property, CONOCO may cxpend
such additional unbudgeted amounts as may be
required to alleviate such danger. Such expendi-
tures shall be considered in all respects as Ex-
ploration cxpenditures and shal) be recovered
pursuant to the provisions of Article VII below.

CONOCO shall advance all necessary funds for all
materials, equipment, supplies, persomnel adeninis-
traton and operations pursuant to the Exploration

Work Program and Budget, and EGPG  shall ot |
bear or repay any of the aforesaud costs.

CONOCO shall be responsilble for the preparation
and performance of the Exploration Work Program
which shall be implemented it a workmanlike man-
ner consistent with good industry practicees.
Geological, geophysical and other exploration studies
refated to the performance of this Agreemest shall be
made in AR.E. Itis recognized as may be appro- §
priate that the processing and analyzing of data and |
laboratory studies thereon shall be made in specialized
centers outside ARE.

COINOCO shall entrust the management of Explora-
tion operations in the AR.E. to its technically com- l
petent General Manager and Assistant Manager.
The names of such Manager and Assistant Managex
shall, upon appointment, be forthwith notified
to the Govermment and to EGPC. The Manager
and, i his absence, the Assistant Manager,
shall be entrusted by CONOCO with sufficient
powers to represent and bind CONOC with respect
to all dealings with the Government and EGPC under
the provisions of this Agreement CONQOCQO, how-
ever, shall be subject to the flaws and regulations
of the A.RE. which are not inconsistent with the
provistons of this Agreement. |
CONOCO shall supply EGPC within thirty {30) days
from the end of each calendar quarter with a State-
ment of Exploration Activity showing costs mcurred
by CONOCO during such quarter. CONOCO’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.  Within the three
(3) months from the date of receiving such Statement,
EGPC shall advise CONOCO mn wrntag with
necessary supporting reasons if it considers :

(i] that the rccord of costs is not correct ; or

(®) that the costs of goods or services supplied are
not in Line with the mternational market prices  for

gnods or services of singlar quadity supplied on sunilar
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terms prevailing at the time such goods or servicos \t

were supplied, provided, however, that the purchases |
made and services performed within the ARFE. shalt

be subject to Article XXV below ; or

(111) that the condition of the matcrials furmnshed oy
CONOCO docs not tally with their prices | or

(iv) that the costs incurred are not reasonably requi |
red for opcrations.

CONOCO shall confer with EGPC 11 contice
tion with the problem thus presented, and the
Parties shall attempt to reach a settlement which
is mutually satisfactory. If within the ume
limit of the three (3) month period pruvided for
i this Paragraph EGPC has not agvised CO-
NOCO of its objection to any Statement, such
Statement shall be considered as approved.

() CONOCO shall supply all funds nceessary for s |
operations in the AR.E. under this Agreement m
freely coavertible currency from abroad. CONOCO
shall have the right to buy Egyptian currency whe-
never required and the conversion shall be made at
the local Egyptian banks in the ARE. according
to the official A'R.E. rate of exchange.

(f) All Exploration periods and the Development Leas:
period shall be suspended for any Block (s} for so long
as Force Majeure prevents CONOCO from conduc:
ting operations in any arca within such Block ’s).
Such suspension shall entail no additional liabilities
or obligation to CONOCO.

ARTICLE V

MANDATORY AND
Voluntary Relinquishments

Mandatory |
CONOCO shall make the following velinquishments at
the following tumes ©
75% of the original Area at the end of Phase 1;
{0 % of the original Arca at the end of Phase II ; |
7.5 % of the origmal Area not then converted to a |
Development Lease or Leascs at the crid of Phase J11.
The provisions of Artice XXII below shall apply to
CONOCO’s relinquishment obligation in regard to any
part of the Area upon which Exploration operations have |
not been allowed because of reasons of Force Majeure. .
At the end of Phasc IV or any extension thereof.

CONOCO shall relinquish the remainder of the orginal ‘
‘Area not then converted to a Development Lcase o1 Leases.

|

!

Voluniary E
CONOCO may voluntarly at any time relinquish all ;

or any part of the original Avea provided that at the time: |
of such voluntary relingqushmont, CONOCOYs finandial l
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obligations for Exploration expenditures for the then cur | 2l 3 AL} comll 2 55 o S R TTIIRICE )
rent Exploration perfod under Articdle IV have been TR | ' ml{-l dLlI lf‘m.‘“lt
satisfied.  Any such aforesaid voluntary relinguishment (2) g &5 3.
s.hal.l be credited toward the mandatory provisions of this 35090 5ol ,}’-—'J’ L}wd;-:u}_ Sl l.x_..p;,,. (;_,1::5.\‘};'51}
Article.

. ;.'lu‘ n-i'

ARTICLE VI (Lalhatd)y
Opexations After Commercial Discovery $oleedl ALESTY A Colhaal!

.

() Upon Commercial Discovery, EGPC and CONOCO 4 S __:erSJ h;“ TP I P et B R (MR .:,c_f- ( t)

shall form in the AR.E. an operating company which “ = a3 _ i a
shall be called UPPER EGTPT OIL COMPANY, dy 8 2" eellle gl s bludl (il (&t )

heremafter referred to as “UPCO” or as “Operating i Sl S0 ka b L lr_Jl P LA WY |

Company”. UPCQ shall be a non profit Egyptian Liliabole , 56V D a6 2 S G -
corporation of the private sector and shall be sbject | & tre SIFEV L e 87 "c‘j"}ﬁ ) il
to the laws and regulatious in force fn the ARE. to | (E:f g )8 ML ity -2,y o)

the extent that swch laws and regulations are not | ,ia ian 20,0y ol dleinls . 2y Tl :
inconsistent with the prowvisions of this Agreement or ) \up;"’c—; t‘,ll 5 ""f‘ ~ l‘:"u" 5 - _Lﬁ "E""’I_""d
the Charter of UPCO ; however, UPCO shall, for | <P IR0 Je il Joge 01 b eyl sty

the purposes of this Agreement, be exempted from the lfh'ﬂlébﬂl sl o2l rE:»-";! C_,,E._t! O o LilgYl e
following laws and regulations as now or hereafter STt s e 11 temys
amended or substituted : ij" ! "’fj-” ol t”f‘"’ i e
el r&-yiﬂﬁlq{\{uﬁ dyy A 05K —
— Law 00. 26 of 1954 on Companies as amended ; | =43 =% Pp-ip rf..*;ﬂ, Lodiok e, ) Ll e
- Law No. 141 of 1963 on Representation of | - '.'d Pl il (oislid el
Employees and Workers on the Boards of | ul# O PRV ETE S \g\l,i_,, Opld' —

Companies ; . PSR FERL PG PRCR WEA PR g PR
L No. 60 of 1971 an Public Instutions, as S ol
— la 0. : ; ehl v = i = s e s
aﬂ:Jdﬁd . GRS Oyl Hitels yayy 4-"‘--’_‘1.- l"J' Ol
. T 14145-'-&1“:,3‘_,5-“_";11”‘
~— Law No. 61 of 1971 on the Staff Regulatioas of | pllaill Lol Jlaal, vy Gl
] . )  Opeldiplan jlhols LAVILNY 3y O ldh —
Pubthun;:amez,asM, | | -A'M!asi,ﬂm,-w
CUTTENCICS; - . - e = o .

- - y \ I
—  Presidential Decree No. 1868 of 1974 resticting | 5 yavs &ud (A1 A A il ooy Hhi—

some Contracts of Works of the Government to | g
Public Institutions and Conporations and Public bl Slarsliy Cledl fo 2 SO Yl LT
Sector Units. | - . \'-Ul C\.Liﬂ ;,:_.L\r_u

(6) The charter of UPCO is hereto attached as Annex ;J_,g:_,(,:.)é,gl|f_,1§w-g e G 59l et Lo ()

“C”., Within thirty (30) days after the date of Conr A o
mercial Discovery, the Charter shall take effect ard st '--'_L“I""’ b éJl' ¥ by g"')‘ljj‘" d) b
UPCO shall automatically come into existence, with- -.:.:I_-i_;-:[ b Al e g Ulabic .;_. 3 ﬁ,’

out any further procodures required. A

(¢} Ninety (90) days after thff date UPCO comes into | ; zal u:“q:u;léﬂgrl-x_(h)gm;-lqﬁ'[-w (a_)
existence in accordance with Paragraph {b) above, o - s

it shall prepare a Development Work Program and | 34 Sed . &JJ e Lty i o él; s ¢ adl (&)

Rudoat for the remainder of the year in which the . o s ) - |

Gouincrdal Discovery is made ; and not later than o gl J.’lﬁ_y'-"-":' d.? ¢ syl Lyt l“:’

the fifteenth (15th) of October of said year (F}r such o T 26 ) R Tl vo
other date as[my)be agreed upon) and the fifteenth "’bi “?' G sl ) & J‘-’."‘r. U"( )
{15th} of October of each year thereafter. UPCO | «adb i {_,‘fi O (Vo) g oeathl 3y (0

hadl ual Productior Schedule, Work | . .. .~ . . | i ‘
stnga}:rfP;El ﬁnﬂ;jg; for the succeeding year. The . “u Wbl 2 él'*'i’ G EM ?_Lf. 15:!‘ An

]
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Production Schedule, Work Program and Budgct

<hall be submitted to the Board of Directors for
approval.

—

PRI PRI WM F N PRy e retis

) Not later than the twentieth (20th) day of each | J§ oo (¥+ )iz ead ke Yoy 3 Shesi (2)

(€)

AND EXPENSES AND PRODUCTION SHARING

(2)

month, UPCO shall furnish to CONOCO a written
estimate of its total cash requirements for expenditure
for the first half and the second half of the swccedng
month ex in U.S. Dollars, having regard to the
approved budget. Such estimate shall take wito

consideration any cash expected to be on hand at
month’s end. !

Payment for the appropriate period of such motth
chall be made to the correspondent bank designated in
Paragraph (¢) below on the first (Ist) day and fifteenth
(15th) day respectively, or the next following business
day, if such day is not a business day.

in an acoount opaned with a correspondent bank of
the National Bank of Egypt, Cairo, ibe foregi funds
advanced by CONOCO. Withdrawals from said
account shall be used for payment for goods and
services acquired abroad and for transferring to a
local Egyptian bank in th the required
2mounts to meet expenditures, in Egyptian Poundls,
for UPCO iIn iconnection with' its activities under
this Agreement and the conversion shall be made at
the official A.R.E. mate of exchange.

Within thirty (30) days after the end of each

Financial Year, UPCO shall submit to the appropriate ‘
exchange coutrol authoriies n the ARE., 2
statement, duly certified by a recognized firm 1:31’r
auditors, showing the funds credited to that account,
the disbursments made out of that account and the

halance outstanding at the end of the year.
ARTICLE VII
RECOVERY OF COSTS

(1) Cost Recovery Crude O

Subject to the auditng provisions under this
Agreement, CONOQCQO shall recover all costs
and expenses In respect of all the Exploration.
Development and related operations under this
and out of forty percent
(40%) per annum of all Crude Oil produced
and saved fromr all Development Leases here-
.mder and not used in Petroleum operations and
out of Efty percent (30%) per annum of all Gas
produced and caved from all Development

Lieascs,
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Such Cost Recovery Petroleum shall refer to
either Cost Recovery Crude Oil or Cost Re-
covery Gas, as separately applicable and appro-
. priate under this Agreement.

Such costs and expenses shall be treated and

recovered separately from the applicable Cost
Recovery Crude Oil or Gas, as the case may be,
in the followmg manner :
(i) AH Qperating Expenses inawrred after In-
itiat Commercral Production {(which for
purposes, of this Agreement shall mean the
date on which the first regular shipment
is made) shall be recoverable in the later of
the Tax Year in which such expesecs are
incurred or the Tax Year in which Initial
Commercial Produchion occurs.

(ii ) Exploration . Expenditures, including those
accum prior to thc commencement of
[nitial Commercial Production, shall ke re-
coverable at the rate of twenty percent
(20%) per annum on 2  straight linc basis

based on amortization at that rate starting |

in the later of the Tax Year in which
such expenditures are incurred or the Tax
Year in which Initial Commercial Produc-
tion COMmences.

Notwithstanding the foregoing, Explora-
tion Expenditures incurred during the last
five {5) years of any Dcvelopment [Lcase
shall he recoverable in the Tax Year mn
which they are incarred out of the applic-
able Cost Recovery Petroleum.  Such clec
tion can be made only one time by CONQ-
CO during the Development period or ex-
tension thereof.

(iii) Development Expenditures, including those
accumulated prior to the commencement
of Inital Commercial Production, shall be
recoverable at the mate of twenty percent
(20%) per annum on 2 straight line hasis
hased on amortization at that rate starung
o the later of the Tax Year in which such
expenditures are mcurred or the Tax Year
+» which Initial Commercial Production com-
mences. Notwithsanding the foregoing, Deve-
lopment |
ast five (5) years of any Development Lease
‘hall be recoverable in the iax Year in
which they are incurred out of the applic:
able Cost Recovery Petroleurm  Suck: :.":1{‘*
~tion can be madc only onc time by L0
NOCO during the Development pertod ar

extengion thereof.

'1

Expenditures incurred during the |
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(iv) To the cxtent that, in a Tax Year, costs,

. Cxpenscs or cxpenditures recoverable per ;

Paragraphs (i), (i) and (idi) preceding ex-
ceed the value of the applicable Cost Re-
covery Petroleum 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 terminatim of the Agreement, as o
CONOCO. _
For the purpose of determining the classi-
{ication of all costs, expenses and expendi-
tures for their recovery, the following
tcrms shall apply |
1. “Exploration Expenditures’™ shall mean
all costs and expenses for Exploration
as defined in Article I {a) above.
2. “Development  Expenditures”
mecan all costs and cxpenses for Develop-

Eh:lll [

ment as defined m Artide I (b) above,
with the exception of Operating Ex-
penses.

3. “Operating Expenses” shall mean all
costs, expenses and ex itures made
after Initial Commercial Production for
producing which costs, expinses and
expenditures arc not normally  depreci-
able.

Except as otherwise provided under this
Agrecment, it is undersrood and agreed that
all costs anel expendlitures incurred by CO-
NOCO under this Agreement shall be eon-
sidered as part of one of the foregong cate-

gories,

(vi) It is understood and agreed npoa that re-
covery of cost and expenses as upon
the rates referred to above shall be alloca-
ted to each quarter proportionately (one
fourth to each quarter). However, any al-
lowable costs and expenses mot recovered
in one quarter, as thus allocated, shall be
carried forward for recovery i the mext

succeedmg quarter.

(2} CONOCO shall each year take and separately
dispose of the applicable Cost Recovery Petrol-
eum produced and saved plus s share of the
balance of the Petroleum as stipulated in Para-
graph (b) below of this Article VII. To the
~ctont that the value of the applicabie Cai Re-
covery Petroleum (as determined in subparagra-
sh () Delow) exceeds the actual appifcabie
recoverable costs and cxpenditures, includng any
carry forward from Parageaph () (1) {iv) above,

s0 Be recovered in that vear, the value of such
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excess applicable Cost Recovery Petroleum actu-
ally taken and separately disposed of by CONO-
CO shall be paid by CONQCO to EGPC in the
manner set forth in Article IV of the account-
mg Procedure contained in. Annex “D”, and CO-
NOCQ shall be decmed to  have purchased

such excess Cost Recovery Perroleun from |

EGPC.

Production Sharn g

Thf: Temainmg petroleum, je. the petroleum
remaining after deducting the Cost Reovery Pet-

roleum from the total petroleum produced and |

saved shall be taken and disposed of separctely by
EGPC and CONOCO in the following propor-

tions -

Crude Oil
Seventy-five percent (75%) to EGPC  and
twentv-five percent (25%) to CONOCO.

Gas
Sixty-seven and one half percent (67 14%) to
EGPC: and thirty-two and one half percent
(32 249%) to CONOCO. +

For the purposes of determiming the value of
the quantity of Cost Recovery Petroleum to
which CONOCQO i entitled hereunder during
each calendar semester, the weighted average
price realized in freely convertible currency from
F. O. B. point of export sales by either FGPC
or CONQCO under all Petroleum sales contracts
carrently in effect, whichever is higher, (but ex-
cluding) Petroleum sales contracts - involving
Yarter) to non-Affiliated Companies during such
semnester, shall be used, Tt is understood that in
the case of C.LF. sales, appropriatc deductions

shall be made for transport and insurance char-
ges to calculate the F.OB. point of export

- price.

(2)-

If during any calendar sermester there are no
such sales by EGPC or CONOCO under Petro-
leum sales contracts currently in effect, EGPG
and CONOCO shall meet and mutually agree
ypon the price of Crude Oil andfnr* Gas, as
the case may be, to be used in determimng chc
value mentoned m subparagraph (p} {1_) above
Pending such mutual agreement, the price used
<hall Be the last price determined pursuant to
subparagraph {¢) (1) or under this subparagraph
() (2, whichever is lateT,

ment will be made thereto after determination of

a mutually agreed price by EGPC and CO-

NOCO,
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(d} UPCO shall prepare (not less than pinety (50) days

e e
T ———

prior to the beginning of each cajender semester fol-
I?Wg regular production) and furmisk in writity; to
CONQCO and EGPC a forecast settmg out the total
quantity of Petroleum that UPCO estimates can be

WYY G oo AY (0 5) Vo oudt o i S s ;

produced, saved and transported hereunder during
such calendar semester in accordance with good oil
industry practices UPCO shall endeavour to praduce
cach calendar semester the forecast quantity. The
Petroleum shall be run to storage tanks by UPCO in
which said Petroleum shall be metered or otherwise
measured for royalty, and the other purposes requi-
red by this Agreement.
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() CONOGO shall have the right and the obligation to | &% =2 2Ll Je 35 b (A0 Lley 51 5550 (&)

(a)

()

separately take and export currently all of the Petro-
leum to which it is entitled as ¥ determined in accor-
dance with paragraphs (a) and (b) of this Article.
Subject to payment of sums if any, due EGPC under
Article VII {a) (2) and IX, CONOCO shall have the
nght to retain abroad all funds acquired by it abroad
cludng the proceeds from the sale of its share of
Petroleum exported.

ARTICLE VTIT

TTTLE TO ASSETS

EGPC shall become the owner of all assets acquired
and owned by CONOCO mr connection with the
operations carried out by CONOCO or UPCO in
accordance with the foliowing :

(1) Land shall become the property of EGPG as
soon as it is purchased.

(2) - Title to fixed and movable assets shall be tran-
sferred automatically from CONOCO to EGPC
at the end of the year in which its total cost
has been recovered by CONOCO i accordance
with the provisions of Artide VII aboveor m
the event of the expiration of this Agreement
under its terms and provisions, whichever first

OCcCurs, ‘
The book value of the assets created during each |

calendar quarter shall be commicated by CONQ- |
CO to EGPC or by UPCO to EGPC and CONOCO
within thirty (30) days of the end of each quarter.

During the term of this Agreement and the rencwal
period, CONOCO and UPCO are entitled to the

full use in the Area, and any other area approved by
ECGPC, of all fixed and movable assets. CONOCO
and EGPC shall not dispose of such assets expeept
with agreement of the other.
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ARTICLE IX
COMMENCEMENT OF DRILLING

AND PRODUGTION BONUSES

A non-recoverable deferred bonus of One Million
U.S. Dollars ($ 1,000,000) shall be payable by |
CONOCO to EGPC upon CONOCO’s electioa to
proceed mnto Phiase FIT in accordance with the pro- I
visions of Article III (b).

CONOCO shall pay to EGPC the sum of One Mil-
lion U.S. Dollars (§ 1,000,000) as a Production Bonus
when total average daily production i sustained at
the rate of fifty thousand (50,000) barrels per day.
for a perod of sixty (60) consecutive producing t:lil}E

CONOCO shall also pay to EGPC the additional
sum of Two Milion TU.S. Dollars ($2,000,000) as

WYY S Sl VY () Y e St e At o o

a production Bonus when total average daily produc-
tion is sustained at the rate of one hundred thousand
(100.000) barrels per day for a period of sixty (60}
consecutive producing days.

- CONOCO shall also pay to EGPC the additional
sum of Three Milion U.S. Dollars ($ 3,000,000)

as a Producion Bonus when total awverage daily
production is sustained at the rate of one hundred
and fifty thousand (150,000} barrds per day for a
period of sixty (60) consectuive producing days.

It & understood and agreed between EGPC and
CONOCO that the bonns sums referred to m Parg-
raphs (b}, (c) and (d) of this Article IX shall aiso ap-
ply in the same way in thic event of the production of
Cas alone for export outside the ARE. For the
purposes of applying said Gas Production Bonuses,
_the rates of production of Gas shall be those rates
equivalent in value to that of Crude Oil and the sum
of the bonus to be pasd to EGPG shall be m con-
formity thercwith.
The deferred Commencement of Drilling and Produ-
ction Bonuses applying to either Crude Oil or Gas,
as the case may be, shall in no event be recovered or
amortized by CONOCO. In the event of pmduction
of Gas and Crude Oil, each of the levels of Pmduc_f:‘:m
Bonuses set forth in Paragraphs (b}, (c) and (d) above
sHall Be paid only once during the contmuancy of
this Agrecment and any Development Lease (s) here-
under on the total of tlie Petroleum produced and not |
veparafely for Crude Ol and Gas. 1
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ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONOCO shall maintain an office in AR.E. at which

notices shall be validly served. © -

The General Manager and Assistant Manager shall be {
cnrusted by CONOCO with sufficient power to represent
| t to all ddalings with the
CGovermmicnt and  EGPC under the  prrovisions of this
agrecment.  CONOCO, however, shall be subject to the

and bind CONOCO with respec

laws andl regulations of the ARE. which are not in-
consistent with the provisions of this Agreement.

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 CONOCO’s |

office m ARE.
All matters and notices shall be deemed to be validly

served which are Ieft at the office of the Chairman of |.

EGPC or which are sent to him by registered mail at
LGPC's main office in Cairo,

ARTICLE XI

SAVING OF PETROLEUM
- AND PREVENTION OF LOSS

‘@) UPCO shall take all proper measures, according to
gencrally aceepted micthods n use i the oil industry,
to prevent loss or waste of Petroleum above or under
the ground in any form during drilling producing
gathering and distributing or storage operations. The
Government has the right to prevent any operation
on any well that it might reasonably expect would
resulc in loss or damage to the well or the petroleum
field. |

(5 Upon completion of the drilling of pthl.!CﬁVC well,
UPCO shall mform the Governmeent or 1is repres-
tative of the time when the well will be tested and
the production rate ascertasned. L

') Exnc];:v?d in  instances wherc multiple producmg
(ormations in the samc well can only be produced
ecomomically through a sagle tubing string, petroleum
chall not be produced from mmuitiple petrolosm
carrying zones through one string of tubing at the same

time; except with the prior approval of the Govern- |

ment or its representative.

5 TPCO shall record data regarding the quantities of
" Petroleum and water vroduced munth}y from czclh
Nevelonment Lease.  Such data shall be sent 10 the
Covernment or its representative on the special forms
srovided for that purpose within thirty (30) davs after
+ 3¢ obtained Daily or Weekly statistics regarding the

Production from the Area shal

reasonable  tanes f{ur_ eXATHNA
representatives of the Government,

.-T‘_7 =

i e available at all |
nation hv authorized
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Daily drilling records and the graph:c logs of wells
must show the quantity and typc of cement and the
amount of any other materials used in the well for
the purposes of protecting Petroleurn, Gas bearing
or fresh water strata. Any substantial change of me-
chanical conditions of
should be subject to the approval
of the Govemment,

of the representative

ARTICLE XI1

the well after its completions |

Customs Exemptions

EGPC, CONOCO, UPCO and their contractors and
subcor tractors engaged in CACTYIlg on operations
utider this Agreement shall be permutted to import
and shall be exempred from customs duties with respect
to the importation of machinery, equipment, vehicles,
materzals, supplies, consumable items, foodstuffs and |
movable property, when certified by a responsible

representatives of EGPC, to be used-solely in carrying

on operations under this Apreement,

Each expatriate employee of CONOCO and UPCO
and the said contractors and subcontractors shall be

permitted to import and shall be exempt from all
customs duties with' to the reasonable irnpo-
rtation of household goods, items, foodstuffs and
personal effects including one automobile; provided,
however, that such properties are imported for the
sole use of the employee and his family and provided
further, that oo such property imported by the
employee shall be resold by him in the ARE.
except in accordance with Government regulations. l
The exemption provided in (a) of this Article shall |
not apply to any imported items when, in the reaso-
nable opinion of EGPC, items of the same or
substantially the same k'nd and quality are manufac-
tured locally and are available for purchase and
timely delivery in the ARE. at a price not higher
than ten percent (10%) more than the cost of the im-
ported item before customs duties, but after trans-
portation and insurance costs have been added.

Any of the items imported into the ARFE. exher
exempt or non-exempt from customs duties, taxes or
imposts under- this Artide may be exported by the
impprting party at any time without the payment
of any export duty or impost. *

!

Used But serviceable material, equipment and goods
resulting from operations hereunder may be sokd
within the ARF. provided that the purchasers pav
the applicable customs duties, taxes or Imposts, if
any except if sold to RGPC or an affiliated company

of EGPC.
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(f)  Material equipment and goods so darmaged or used

as to be nomserviceable and which are classified by
CONCO or UPCO as scrap or junk {any such
CONOCCO appraisal being subject to EGPC approval
and any such UPCO appraisal being subject to EGPC
and CONOCO approval) may be sold as scrap or
junked without payment of customs dutics, taxes or

1Imposts.

In the event of such’ sale under subparagraphs (e) and
(f) above, the proceeds from such sales shall be divided

in. the following manner :

CONOCO shall be entitied to reimbursanent. of |

its unrecovered cost, if any, in such material or equr-
pment and the excess, if any, shall be paid to EGPC.

(h) “Gustoms duties”, as used herein, shall include all

duties, taxes or Imposts (ewept those charges paid to
the Government for actual services rendered), which
are payable as a result of the importation of the item

or itemns under consideraton.

There shall be no license vegquired and CONOCO

l
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and EGPC shall bhe exempted from any duty, tax, i
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ex of Petroleum hereunder, exce ges pai T D s
for actual servioss rendered. > | = Al s i st attind |
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(7# At a reasonable time prior to the commencement of S I
commercial production, EGPC and CONOCO shall FIT M ok b iy o W 0 s ()
e i sy g ks | st o g
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in advance a schedule of tanker lifings so as to prevent e*HE_E}'l GWM#&ﬁgﬁhﬂM'
curtailment of production operations due to fajlure TR Y
to Lift. | v SO L el
ARTICLE X111 {5020 bl sl
Books of Accoumits: A_ccmmting and Payments | e g afl y Lttt _ bl s
(@) EGPC, CONOCO and UPCO shall each mmtain 3 bl s AU, f:g"f; J{j"ﬁ w‘&f{ﬁ (])

at their business offices in the A.R.E. books of acoounts
in accordance with the Accounting Procedure in
Annex “D” and accepted accounting  principles
generally used in the petroleum mdustry, and such
other books and records as may be necessary to show
the work performed under this Agrremen, ncluding
the amount and value of all Petroleum produced and
caved herewnder CONOCQO and UPCO shall keep

their books of acoounts and accounting records in
UPCO shall fumish to the
' rerurns
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required by the Govermment, or its representative, and

shall be signed by the General Manager Or by the

e

ileWedn g2iic 4 La-dl JE:.H Jard 1_..‘7'6‘ v oL

Assistant M dul ' ‘ " loy
ant Manager or a duly designated deputy, and \ e [ 3, o1 Ll J gl g 0 8y SELH 0n i

delivered to the Govemment or its representative
within thirty (30) days after the end

covered 1n the return.

aforesaid books of accounts and other books and

referred to above shall be available at all
duly authorized

) The
records
reasonable times for inspection by
representatives of the Government.

CONOCO shall submut to EGPC a Profit and Loss
Staternent for the Calendar Year not later than March
15 of the following year to show its net profit or loss
{rom the Petroleum operations under this Agreement
for such year CONOCO shall at samnc time subtmit
a year-end Balance Sheet for the same Calendar

Year to EGPC.

c)

ARTICLE X1V

Records, Reports and Inspection

CONOCO and/or UPCO shall preparc and, at all
times while this Agrecment is in force, maintain
accurate and current records of its opfrations the
Area hereunder CONOCO and/or UPCO shalt
furmish the Government or its represeatatives confo-
ymity with applicable as the Gov-
ernmient oF ils representatives may reasonably require,
information and data Conceming its operations under
this Agreement.

(a)

CONOCQ and/or UPCO shall save and keep for
period of time a representative portion
of each sample of cores and cuttings taken from
. forwarded to the

(b}

cted by the Goverpment.
CONOCO and/or UPCO for its own Purposes shall
_vailable for inspection at any reaso-

he considered '
overnment or s representatives

nable time by the G
Any such samples which
kept for a period of pwelve (12) months without receipt
of instructions to forward them 10 the Government

or its represéntatives of elsewhere may be disposed

' of by CONOCO or UPCO at its discretion.

of the month |

CONOCO or UPCO has |
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Unless othenwise agreed to by EGPC, n case of
exporting any rock samples cutside A.R.E., samples
equivalent n size and quality shall, before such
exportation, be debivered to EGPC as representative of
the Government.

Origmals of technical data records can only be
exported with the permussion of EGPC ; provided,
however, that magneuc tapes and any other dat’
which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparable
record is maintained in the A.R.E.and provided
further that such exports shall be repatriated to A.R.E.
on the mnderstanding that they belong to EGPC.

During the period CONOCQ is conducting the Ex-
ploration operations, CONOCOQO shall permit EGPC
through EGPC's duly authorized represmtatives or
cmployees to have full and complete access to the
Arex at all reasonable tirnes with the right to cbserve
the operations being conducted and o inspect all
assets, records, and data kept by CGONOCO. EGPU's

representative, in exerciging its rights under the pre-
ceding sentence of this Paragraph (e), shall take care
that operations are not hindered or delayed. CONO-
CO shall provide EGPC with. copies of any of and
all data (including, but not limited o geological and
geophysical reports, logs and well w}, mformation
and interpretation of such data and other information
in CONOCO’s possession. All such data and informa-
tion shall be strictly cmﬁdmual ?ﬂd daallmthc
divalged by EGPC except to Affiliated Companics
or by the Govermnment, without the consmt of CO-
NOCO while this Agreement rcmams n [uor&c HThnr-
ever, for the purpose of obtaining pew oliers, e
Govemnment may show any other part}' gm?hw;-ln
and geological data (the age of which is not less

one ?f;}yca:) with respect to the Arca adjacent to
the area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONOCO shall entirely and solely be responsible i
Yaw towards third parties for any damage causcd hy
CONOCO's Exploration operanils and shall indem-
nify the Government and/or E(}PG againist allg?nm-
ges for which they may be held liable on account of any
such operations Government shall give notice 0 GO*
NOCO of any claim or occurrence respect of m:hm*h
Covenunent proposes to involve the provisions oi ﬂ-m.;
" demnity and shall give CONOGO the opportunity
to investigate, repudiate of otherwisc dfal with any
matters that may arise from such a claim.
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ARTICLE XVI

PRIVILEGES OF

GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the Government
shall have access to the Arca covered by this Agreement
and to the operations conducted thereon. Such repgresen-
taives may examine the books, registers and records of
EGPC, CONOCQO and UPCO 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 machmery and
mstruments of CONOCO or UPCO on the condition that
no danger or impedinynt to the operations hereunder
shall anise directly or mdirectly from such use. The Gov-
emment shall indemnify and reimburse CONOCO or
UPCO for any loss or damage which may m fact resuit
from any such use of said machinery, and instruments.

Such representatives shall be given reasonable assistance by
the agents asd employees of CONOCO or UPCO so that
nonc of their activities shall .endanger or hinder the safety
or cfficiency of the opgerations. CONOCQ or UPCQU shall

offer such pepresentatives all prvileges and facilittes accor- .

ded to its own employees in the field and shall provide them,
frec of charpe, the use of reasonable office space and of
adequately fumished housing while they are in the ficld
facilitating the objectives of this Article.

m%ww@m‘ ut the prior written consent
of EGPG and CONOCO.

ARTICLE XV

EMPLOYMENT RIGHTS AND
TRAINING OF ARAB REPUBLIC OF EGYXFPT
PERSONNEL

It is the desire of EGPC and CONQCO that opera-
tions herender be conducted in a business like and
efficient onanner,

. tncr:.l:|it‘1:i:;l|;|jllrrl pexsonnel employed by CONOCOQO or
UPCO,and the personnel of its contractors for
the conduct of the operations hereunder, shall be
granted a residence as provided for in Law No.
of 1960 as now amended andthcfvc:rk permit for
alicns as provided for in the Ministerial Ordt:r
No. 9 of 1963 as now amended without prc!udlcc
to the ARE. Lawsand rg,gulatims relating to

public policy or public sccurtty.
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(2} A minimum of twenty-five percent (25%) of the | £ O ooyt SNl b aall daalbl, AP~ Y
Salaries and wages of the expatriate administra-
tive, professional and technical personnel empr |
loyed by CONOCO or UPCO shall be paid mon- } 5,0, ¢ YIRS e Ff"‘m b asdly
thly in Egyptian Currency and the balacne may {  ~ c . T
be paid abroad monthly in foreign currency by | 2% ¢ il wwll WY 3L gl g of
CONOCO or UPCO through its account as peovi- | aslll 3 Lde opmall Wbl 5o Sl o1 o 55§
ded f':-l'r -Uﬂdﬂr AITJC.IC W(d) above, 011 f:lﬂﬂl ug}u m ;'--;lr'” ;J.ﬂi}-l Ay . Utﬁ".ﬂ &l’u‘ (.J.-."{)
repatriation, such personnel shall have the right ’ o
to remit abroad in US Dollars or other frecly con- | 4 ¥l Sh¥ad ¢ o WAL Jp2 oF 3 GH O
vertible currencies the unused portion of Egyp-| | AL ol QB PYARCR VA I Lot V.
gan Currency in exotss of twenty-five pereemt | . _ r . I
(25%) of such personnel’s salary. B G o O Al "'.'.fnl Vol g A8 S

ceilly o oY AW Ty @lis (7L vo)

, oy Jydsyr oo (] v )W
(6} CONOCO and UPCQO each select its employees ‘ _
and determine the number thereof o be used for ope- | ozl lpihi 2 330 3045 ¢ —3ly 3555 o ()
rations wdtr. | Y aas SUE 3 G aedens
(¢} GQNOCO shall, aftcr‘ocftmlltau:mil with EGPC, pre- | s i!f My p Sy A — 2l % el a (,)
pare and carry outspeclalized training programs forall | |~ ~ g omwrre e
. , _ duadnuli(t.r.C)ﬁﬁWyumw_
its ARE. employees engaged in operations hereunder } ™ - e ¢ 131N e - LLE
with respect to applicable aspects of the petroleuri | “\ Gle Wl ol 3 iy ¢ LW ol S
industey. CONOCO and UPCO will undertake to re- | + dos
place gradlly theis nonexceative oxpatiate saff | A1t Yail K 555005
' t available. ) o
Y 9 I1a as InCy arc | i ‘J.l.r_, wq&)@w# o

(d) Durin_g the period when Gorfroc:o is conducting Ex- i ) £ dohasy Sl Slham Lald o2 5T 500w (5)
plnmu?E(é(;léﬂﬂO shail‘ gve mumall?r agt;ccd nw- rpadd 3 ol A b o ¢ lds 3 ¢ sUsY
¢ mben e OO At | I8 555 e 008 Fiopslgly Y

and participate in CONOCO’s and CONQCQO’s Affr . s
hate training programs relating to Exploration and )y condl S MLP ‘-‘L'! >
Development operations.

TR P
ARTICLE XVIII ( r~ )

< s _l
LAWS AND REGULATIONS | gholls oty

(@) CONOCO and UPCO shall be subject by Law No. | 4 - 4 e b, oelal Sl S mad ({)
66 of 1953 (excluding Art. 37 thereof) as amended ) Yoy £ 13 8 ’ L*” - ; L _C_’u‘
by Law No. 86 of 1956 and the regulations issued for | ¢ 1401 & AY 3y 058l Jud (& vve
the implementation thereof, mcludmg the regulations | 3.4 t"\ S 3k o edid syl f'," My
for the safe and efficient performance of operations - S e -
carred out for execution of this Agreeowent and for § Y aae  gazac das S e ‘_""‘ .:ld'_', "‘?:'f ,.
the conservation of the petroleum resources of the | Wy, (p:p.z) A 3fsrd 2! M APRVERIPTIRAEL S
ARE. provided that no such Laws or regulations, | , .~ 7 . o e | .
modification or interpretation thereof, shall be con- | »f lThis ) t‘;ﬂ‘j il A stos p! Lf"
trary to or inconsstent with the provisions of this Y YN W ‘,g;_] - 1:_-;_}-{;;{ PREARFET

Agreement.
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EGPC, CONOCQO and UPCO shall be exempt from
all taxes, except as provided in Article III Paragraph
(g) for income taxes, with respect to the extracting,

producing, exporting or transporting of Petroleum
hereunder. CONOCQO and UPCO shall also be exempt
from any tax on capital or assets. The rights and
obligations of EGPC and CONOCO, under and for
the effective term of this Agreement, shall be gover-
ned by and in accordance with, the provisions of this
Agreement and can only be altered or amended by the
mutual agreement of the said contracting parucs.

The contractors and subcontractors of CONOCO,
and UPCO shall be subject to the provisions of
this Agreement which affect them; they shall also

be subject to all regulations which are duly wsued
by the Government from time to time and which are

not inconsistent with the provisions of this Agreement.

ARTICLE XIX
RIGHT OF REQUISITION

In case of natioual emergency due to war or immutent

. expectation of war or internal causes, the Government

may requisition. all or a part of the Production from

the Area obtained hercunder and require UPCO to |

increase such production to the utmost possible maxi-
mum. The Govemment may also requistion the
Petroleurn field itself and, if mnecessary, related

facilities,

In all the cases, such requisition shall not be effected
except after inviting EGPC and CONOCO or thetr
representatives by registered letter, with acknowledge-
ment of receipt, to express their views with respect 1o
such requisition. |

The requisition of production shall be effected by Mmi |

sterial Order. Any requisition of the Petroleum field
itself, or any related facilities, shall be cffected by a
Presidential Decree duly notified to EGPC and
CONOCO. '

" In the event of any requisiion as provided above, the
Govemment shall indeonify in full EGPC and CO-

NOCO for the period during which the requisition 1s
maintained, including :

(1) All damages which result from such requisition.

(2) Full payment each month for all Petroleum ex-
tracted by the Govemment less the rovalty share
of such Petroleum.
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However, any damage resuiting from encmy attack
is not within the meaning of this sub-paragraph (d).
Payment hereunder shall be made to CONOCO m
U'S. Dollars remittable abroad. The prices paid to
CONOQCO for Petrolcum taken shall be calculated in
accordance with Article VIT Paragraph (c).

ARTICLE XX

| ASSIGNMENT
Either EGPC or CONOCOQ shall have the right to

assign in whole or in part its rights, privileges, duties
and obligations under this Agreement, provided that :

(1) The assignor shall remain jointly and severally
liable with the assignce for the performance
of the obligations and duties of the assignor here-

under.

The Government approval to the assignment
shall be first obtained, such approval not to be
unreasonably withheld.

The instrument of assignmsent must include pro- |
visions stating precisely that the assignee is bound
by all termsand provisions contained m thi Agree-
ment and any modifications or additions m wnt- (

(2)

(3)

ing that up to such e may have been made. A

deaft of such instrument of assignment shall be

submitted to tic Govemment for review and ap

proval before being formally executed.

The obligations of the assignor arising from this

. Assignment must have been duly fulfilled as of
the date such request is made.”

(4)

Any assignment made pursuant to the provisions of this
Article shall be free of any transfer or related taxes,

charges or fees.

ARTICLE XXI

BREACH OF AGREEMENT AND

POWER TO CANECL

the provisions of Paragraph (b) of this

Article XXI, the Government shall have the nght

to cancel this Agreement by Order or Presidential

Decree with respeet to CONOCO in the follwing im-

stances -

(1) If it knowingly bas submitted any false state-
ents to the Government which were of a ma-
terial consideration for the execution of this

Agreemient ;

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

(3} If ¥ is adjudicated bankrupt by a court of com-
{ petent jurisdiction;

(4) If it does not comply with any final decision rea-
ched as the result of court proceedings conduc-
ted under Article XXIII, Paragraph (a)} here-
uder ;

(0) If it imcentionally extracts any mincral other
than petroleum not authonzed by this Agreement

or without the authonty of the Govemnent |

 except such extractions as may be unavoidable
as the result of operations conducted herevmder
mn accordance with accepted petroleumn industry
pracuce and which shall be notified to the Gov-
emment or its representative as soon as possible’

and

(6) If it comumrits 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 mconsistent with the provisions of this
Agreanent. Such cancellation shall take place
without prejudice to any rights which may have
accrued to the Government against CONOGO
m accordance with the provisions of this Agree-
ment; and, @ the evept of such cancellation,
CONOCO shall have the right to remove from
the Area or Development Area all its personal

(6) If the Govemnment decms that one of the aforesmid
causes {other than a force Majewre cause referred to
in Artide XXII hereof) exists to cancel this Agree-
ment, the Government shall give CONOCO nmety
(90) days written notice personally served on CONO-
CO’s General Manager in the legally official manner
and receipt of which is acknowledged by him or by
his legal agents, to remedy and remove such cause ;
but if for any reason such service is impossible due to
unmotified change of address, publicatios in the Ofticial
journal of the Government of such notice shall be con-
sidered as validly served upon CONOCO. If at the
end of said ninety (90) days notice period such cause
bas not been remedijed and removed, this Agreement
may be cancelled forthwith by Ovder or presidenoal
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Decree ay aforesaid ; provided, however, that if such
cause, or the fallure to remedy or remove such cause
results from any act of omission of one Party, cancella-

titm of this Agreement shall be effective only as against
that Party and not against the other party hereto.

ARTICLE XXII

FORCE MAJEURE

"The nonperaformance or delay in  performance by
EGPC and CONOCO or cither of them of any obliga-
ton under this Agreement shall be excused if, and to
the extent that, such nonperformance or delay js
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 Aprecment for the performance of such
obligation and for the performance of any obligation

dependent thereon and to the term of this Agreement, |

but only with respect to the Block or Blocks affected,

“Foroe Majeure” within the meaning of this Article
XXII shall be :

(1) Any order, regulation or direction of the Govern-

ment of the Arab Republic of Egypt or the

Covernment of the United States of Amenca
with respect to CONOCO, whether promulgated
in the form of law or otherwise.

Any act of God, insurrection, riot, war, strike and
other Iabor disturbances, fire, floods or other
causes not dueto the fanlt or negligence of EGPC
or CONOCO or cither of them, whether or not
similar to the foregoing, provided that any such
cause is beyond the reasonable controd of EGPC
and CONOCO or exther of them, '

(2)

(C) Without prciudﬁ:n to the above and 2xcept a5 may be

otherwise provided for in this Agreement, the Cover-
nment shall mour 1o responsibility whatsoever to
ECGPC and CONOCOQ, or cither of them, for any da-
mages, Testrictions of loss arising in consequence of
such case of Force Majeure, except, a Force Majeure

caused by the order, regulation or dixection of the
Covernment of the Arab Republic of Egypt.
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(a)

(6)

(c)

(d)

(¢) The third Arbitrator must be 2 citizen of a country

T

If the Force Majeure event ocours dunng any one of
the Exploration phases provided for in Article 11X
{b) above and continues in effect for a period of two
(2) years, CONOCO shall have the option, wpon
ninety (90) days pnor written notice to LUPC, to
terminate its obligations hereunder with respect to
such aforesaid Exploration Phases without further
Liability of any kand,

ARTICLE XXIT

DISPUTES AND ARBITRATION I

Any dispute arising between the Govemment and
the parties with respect to the interpretation, applica-
tion or cxecution of this Agreement, shall (¢ referred

to the jurisdiction of the appropriate ARE. Courts. *

Any dispute ansing between CONOGCO annd EGPC
in connection with the present Agreement shall he
finally settled by arbitration. Thearb¥ration shall he
held at Stockholm, Sweden, and conducted in accor- |
dance with the Rules of Conciliationand Arbitration of
the Intemational Chamber of Commerce. In the

event no applicable provisions are contained in such

Rules, the Arbitrators shall establish their own proced- |

Ures.

The arbitration shall be imitiated by either party giving
noitice to the other party that % elects to refer
the dispute to arbitration amd that such Party
(hereinafter referred to as the Frsit Party) has appom-
ted an Arbitrator who shall he identifed in said notice.
The other Party (hereinafter referred to as the Seoond
Party), within fifteen (15) days, shall notify First Party
in writing, identifying the Arbirator that it has selec-
ted. -

If the Secoud Party does not appoint its Arbitrator as
aforesaid, the First Party shall have the right to appiy
to the Court of Arbitration of the Internatiomal Cham-
ppoint a sacond arbitrator.  The

LS A

ber of Commerce toa
two Arbitators shall, within thirty {30) days, select a

third Arbitrator, failing which the third Arbitator shall ‘
be appointed by the Court of Arbitration of the Tnter-
national chamber of Commerce at the request of
either Party. i

other than the AR.E, or the U- S.A,, and, 2 courdry
which has diplomatic relations with the A. R.E. and
the U. S. A., and shall have no economic interest in the
oil busiress of the A. R. E. or the U. S. A. nor the sig- |
natories hereto,
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- | I
(fi If the Parties shall extend to the arbatration board all |

facilities (including access to the petroleum operation)
for ohiaming any mlomation rer uested for the proper
cletermmation of the dispute.  The absence or default
of any Party to the arbitration shall not be permitted

to prevent or hinder the arbitration procedure in any
or all of its stages. |

(2) P::n.clin'g the decoision or award, the operations ox
activities which have given risc to the arbitration
need not be discontinued. In the event the decision or
awa.{ﬂ_ recognizes that the complaint was justified,
provision may be made therein for such reparation

as may approptiately be made n favor of the comp-
Iamant. - -

(k) Judgement in the award rendered may be entercd

in any Court having jurisdiction or application may be |

made to such Court for a judicial acceptance of the
award and an order of enforcement, as the case may
e )

WYY Lo sl AY S GUS) Vo sadt L Bia 7

() The Parties desxe that, wherever .appropriatc,
decisions and awards shall specify a time for comp-
liance therewith,

(5 The provisions of the Agreement relating to arbitra-
tion shall continue in force notwithsatnding the
termimation of this Agreement.

(£} Principles of Goodwill. The signatories base thex
relations with respect to this Agreement on the prir
ciples of goodwill and good faith. Taking mto acccount
their different mationalities, this Agreement for such
arbitration shall be given effect and shall be inter-

- preted and appled in conformity with principles
of Taw common to the A.R. E. and the United
States of America and, 'In the absence of such

common prnciples, then in  conformity with the
principles of law normally recognized by civilized

nations in general, including those which have bcen
applied by Internation Tribunals.

ARTICLE XXIV

STATUS OF PARTIES

The rights, dutics, obliations ‘and Jabilities in re-
spect of EGPC and CONOCO hercunder shall be
scveral and not jomt or collective, it being under
<tood that this Agreement chall not be construed as
constituting ap asnciation Of corparation or pactner-
shin.
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GONOCO shall be subject to the laws of the State

of Delaware, USA: regarding its legal status or

(B)

creation, organization, charter,by - laws, sharehold-
ing and ownership. CONOCO's shares of capital

which arc entircly held abroad shall not be negoti- ¢

able in the AR.E. and shall not be offered for public
subscription, CONOCQ shall be excmpt from the
application of Law No. 26 of 195% as amended and
Law No 9 of 1964 as amended.

ARTICLE XXV

LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONOCO or UPCO, as the case may be, and their
Contractors shall : |

Give priority to local contractors as long as theuwr
prices and performances are comparable with
temational prices and performance, GONOCO and
UPCO shall, however subject to the preceding sen-
tence, be exempted from the provisions of Presi
dential Decree No. 1868 of 1974, as amended.

Give preference to Jocally manufactured material,
cquipment, machinery and consumables so long as
their quality and time of ddivery are comparable
to intemnationally available materiales cquipment,
machinay and coosumables. However, such ma-
terial, equipment, machinery and oonsumables may be
imported for operations conducted hereunder if the
local pticcofmchitmatCONOCD'surU?CO’s
operating base in the A.R.E. is more than ten percent
(10%) higher than the price of such imported items
before castoms dutics, but after transportation and
insurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

|

#

The Arabic version of this Agreement shall, before the
Courts of A.-R.E, be referred to in conshuing ©r interpret-
ing this Agrecmeat ; provided, however, that in any arbi-
traion Pursuant to Article XXIII hereabove between
EGPC and CONOCO, the English version shall alsa be

used to construe or interpret the Agreement.
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ARTICLE XX VII

GAS

[n the event Gas is disovered and CONQCO determt
»s that it is not economecally viable to develop such Gas
¢ export outside the ARE., then EGPC and CONQCOQ
qall study all possible economic altematives for its use
nd decide on the best alternative for EGPC and GO-
I0OCO jointly. Both EGPGC and CONOCO shall use
‘heir best efforts to reach a mutually satisfactory under
sanding as to the disposition of such Gas It is vnder
stood, however, that unless otherwise agreed by EGPO and
~ONOCO, any Gas not exported outside the ARE. n
1 liquid or solid state, or not used in operations (including
reinjection), shall be the property of EGPC and shall be

1t its free disposal at no cost. It & furthen understood

not incur any additional costs as a

amounts of assocrated

ARTICLE XXVIII
WESTERN DESERT WATER STUDY

CONOCO agrees to undertake without wndue delay 2

<clected carbon isotope analysis of the ground water cuar-
rently present in the Area anid to make the results of such

analysis available to EGPC at no cost.

It is further agreed that, in the cvent CONQCO clects

to proceed into Phase IT of the Exploration term of this
Agreement, CONOCO w11 conduct a selected analysis of
all Exploration data acquired and attempt f© determine,
+o the maximum extent possible consider’ng quiality and
quantity of available data and current tochnﬂlog_lml ca-
pacity, the water table present in the Arca retained by
CONOCO in Phase IL Al such data will be made

available to EGPC at no cost.

It is further agreed that, m the event CONOCO dects
to proceed into Phase IIT of the Ex_plnmﬁon tcrm of this

All costs incurred by CONOCO in performmg the obli-
gations under this Article shall be ncrf:clit:d towards CO-
NOCO’s Explorat:on consnitment as set forth in Article
1V (b) and all such Aforesaid costs shall be recoverabie

by CONOCO under the provistoos of Article VII (a} (1}.

Gas and that CONQQCO shall |
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ARTTICLE XXIX

GENERAL

The headings or titles to ¢ach of the Articles to  this

Agreement are soldly for convenience of the Partifs
hereto and shall not be used with respect to the interpre:
tation nr construction of said Articles,

ARTICLE XXX
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 com-
petent authorities of the AR E. authorzing the Minister
of Petroleum to sign said Agreement and giving this Agree-
ment full force and effect of law notiwithstanding any
countervail'ng governmental enactment includmg it
not Limxted to Law No. 66 of 1953, as amended, and

the Agreement is signed by the Govemment, EGPC and |

CONQCO.

ARAB REPUBLIC OF EGYPT

BY :

-——— R—

FGYPTIAN GENERAL PETROLEUM CORPORA-
TION

BY :

CONTINENTAL SAHARA PETROLEUM COM-
PANY

BY :
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ANNEX “A” B
UPPER EGYPT AREA ( \ ) 5l
CONCESSION AGREEMENT ar dopao didaie 1] Wl
DESCRIPTIION OF THE AREA S o3 |
Apncx “B” is a provisional illustrative map on the scale ’ Qevevee 2 ) f‘Ju"-:i‘,i:?‘:':'f e o 55 gr () gl

1-5,000,000 induding the Arca covered and affected
the Agrcement. ‘

This Arca is bounded by a group of straight lincs and it
casures approximately 300.000 km® It is. composcd of
lnrpmtof2922blocks,cachmmplcuchlockof which
- gix (6) minutes latitude by sx {6) minutes longitude, ap-
roximatelv one hndred (100) km?® of surface area, morc
r less.

[t ic to be noted that the declineation lices of indivi-
ual exploration blocks in Annex “B” are intended to be

aly flustrative and provisional and do not show accura-

sly their true position

nd geographical features.

Coordinates of the comner poxnts of the Area are given

relation to existing monuments I

in the following table, which forms an Integral part of
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this Annex “A”.

Puint Lat. Lﬂﬂg- Puc

No- N B

1 27700 00" 2500 00" East tw Pomt 2
9 o7 0¥ 00 31°00 00° North to Pomt 3
g  98° 00 00" 31°00F 00* ©East to Pomt 4
4 98 00 007 31" 54 00" North to Pont 3
98 12 007 31594 00" West to Pont 6
6 28 12 007 31° 48’ 00" North to Point 7
7 o8 24 00”7 31°48° 00" ©East to Pont 8
8 928* 24 007 32 36 00” South to Pommt 9
9 28° Q00 00" 32 3600”7 East to Point 10
10 28° 00" 007 33° OO 00" South to Pomt 11
11 24° QU0 00”7 33* 00 00" ‘West to Pomt 12
12 24° 00 00" 30° OO ) South to Pent 13 |
13 923° 000 00" 30" 00 007 West to Pomt 14
14 93 Oy 00" 26° 00 00" North to Pomt 15
15 2500 00 26° 00 00" West to Pomt 16
16 25° 00 007 25* Q0" 00” North to Pomt 1

which 1s the Pomnt

of the beginning
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ANNEX “C” (ﬁ_) ks
CHARTER OF S __
UPPER EGYPT OIL COMPANY Ll Ja W sl A2
ARTIGLE 1 (oW1 351

A joint stock company having the pationality of the
ARAB RQE‘_,PUBLIC OF EGYPT shall be formed with the

ARTICLE 11

The aame of the Company is “UPPER EGYFPT OIL
COMPANY” abbreviated as “UPCO”

ARTICLE I1I

The HcadOfficcofUPCOska]lbcthaiminmc
ARE

ARTICLE IV

The object of UPCO is to act as the agency through
which EGPC and CONOCO carry out and conduct the
Devclopment operations required accordance with the

provisions of the Agreement signed on the day
of , 19 bryandbctwcmthcARABREPUB-

LEUM CORPORATION and CONTINENTAL SA-
HARA PETROLEUM COMPANY covering Petroleum
gperations in the Area described theremn.

UPCO shall also be the agency to carry out and conduct

Exploration operations after the date of Commercial
Discovery pursuant to CONOGO's Work Programm and
Budget approved m accardanice with the Agreement.

l}PGOsthkmpaMtnfallmsts,mpmmand
expenditures for such operations under the temos of the

UPCO shall not engage in any business or undertake
any activity beyond the performance of said operations
less otherwise agreed upon by EGPC and CONOCO.

ARTICLE V

- The authorized capxtal of UPCO is twenty thousand
pounds Egyptian (LE. 20,000) divided into four thou-
sand (4,000) shares of commoa stock with a value of five
pounds Egyptian (L.E. 5) per share having equal voting
oghts, fully paid up and nom-assessable :
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EGPC and CONOCO shall each’ pay for, hold and |
own, throughout the life of UPCQ referred to above, one ‘
half (32) of the capital stock of UPCOs provided that :
only in the event that either party s.houldtraﬂsfcrurasi
sign a percentage or all of its rights, title or iterest in ,
the entirety of the Agreement, may such transferring or :
assigning party wansfer or assign any of the capital stok E
of UPCO and, in that event, such transferring or assign- |
g Party (and its successors and assigns) must transftrf
and assign a stock interest in UPCO equal to the transfer- |
red or asmgned percentage of ownership interest in thr,
entixety of the Agreement.

ARTICLE VI

UPCO shall not own any right, title, interest or estate |
n or under the Agrecroent or in any Development Lease
creatd thereunder or in any of the Petroleum produced |
from any Development Lease area thereunder or in any of |
the assets, equipment or other property obtained or used in |

connection therewith, and shall not be obligated as a prin- |

cipal for the financing or performance of any of the duties
or oblxgations of ather EGPC or CONOCO under the :
Agrecement. UPCO shall not make any profit from any i

soirce whatever, | i

Ak kd ¥+ owsw

ARTICLE VII

UPCOQO shall be no more than an agent for EGPC and
CONOCO. Whenever it is indicated herein that UPCO
shall deade, take actioa or make a proposal and the like,
it is understood that such decison or judgement s the
result of the decison, or judgement of EGPC and CO-
NOCO, as may be required by thc Agreement.

ARTICLE VIiI

UPCO shall have a Board of Directors cousisting of
eight (8) members, four (4) of whom shall be designated
by EGPC and the other four (4) by CONOCO. Tha:}

Chairman shall be designated by ECPC and shall also :
Direcior.  CONOQOCO shall designate the ;

- []

By e e L i

L3

e L e B I s

FFEwR CA LT ] ]

be 2 Managing ' ;
General Manager who shall also be a Managing Director. :
-%;‘; - _ i

ARTICLE TX

Meetings of the Board of Directors shall be valid if a

majority of the Directors are present and any decision ;
taken at such meetings must have the affirmative vote of §
six (6} or more of the Directors; provided, however, that
any Director may be represented and vote by proxy held
bv another Director.
i
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ARTICE X

General meetings of the sharcholders shall be valid if a

majority of the capital stock of UPCO is represented there-

at,
affirmative vote of shareholders owing or representing a

majority of the capital stock.

ARTICE X1

The Board of Directors shall approve the regulations

covening the terms and conditions of employment of the
personnel of UPCO employed directdy by UPCO, and not
asuigued thereto by CONOCO and EGPC.

The Board shali, in due course, draw up Dy-Laws of
UPCO 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 XII
- UPCO shall come mto existence within thirty{30) days

after the date of Commercial Discovery as provided for .

in the Agreement,

The duration of UPCO shall be for a peried equai to
the duration of the said Agreement.

It shall be wound-up and hguidated if the Agreeent |
referred to above Is terminated for any rcason as provided |-

for therein, -

EGYPTIAN GENERAL PETROLEUM
CORPORATION

BY -

CONTINENTAL SAHARA PETROLEUM
COMPANY

il ‘il
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The definitions contained in Article I of the Agrec-

ment shall apply to this Accounting procedure and
have the same meanmg. Certain acoountmg terms
herein used are defined as follows :

(1) “Agreemient”

means the Concession Agree-
ment of which this Annex is a part.

(2) “Non-Operator” means the parties to the

Agreement other than CONOCO when it is

performing work.

Statement of Actively
A. CONOCO or UPCO, as the case tmay be, shall,

B.

pursuant to Article IV of the Agreement, rendex
to Non-Operator within. thirty (30) days of the end
of ecach quarter a Statemest of Exploration
Activity refecting all charges and credits related
to the Exploration for that quarter summarized
by appropriate classifications indicative of the
nature thereof,

UPCO shall render o EGPC  and CONOCO
within thirty (30) days of the end of cach quarter
a Statement of Development Activity reflectmg
all charges and credits related to the Develop
ment for that quarter summarized by approprr
ate classfications indicative of the nature thereof.
except that items of controllable material and
unusual charges and  credits shail be detailed

Adjustments and Audits
A. Each Statement of Exploration Activity shall

conclusively be presumed to be truc and correct
after three (3) months following the receipt of

each Statement by ECPC unless withn the sad
three (3) months EGPC takes written excephion
thereto pursuant to Article IV (g) of the Agree-
ment. During said three (3) months period
supporting documents wiil be avilable for inspect
ion by ECPC during all working hours CON-
OCO will have the same audit rights on UpCO
statement as EGPC under this sub-pargraph.

B All statements of Activity for Development for

clusively be presumed to be

any quarter shall con '
wi ;lnd correct tweaty-four (24) months following

18 WYY Ao el Ay 4 (05 Yo sadh _ i s, st £A
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ACCOUNTING PROCEDURE sois) oL
ARTICLE T (W ol
GENERAL PROVISIONS aals oG
Definitions ol e (1)
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the receipt of such statement unless within the
said twenty-four (24) meonths period EGPC or
CONOCQO takes written exception thereto.

Pending expiration of said twenty-four (24) |

months EGPC or CONOCO or both of them
shall have the night to audit UPCQO accounts,
records and supporting cecuments for such qua-

rter in the same manner as provided in Article
IV (9) of the Agreement.

Currency Exchange

CONOCQ’s books for Exploration and UPCO's
 books for Developmient, and Exploration :f any, shall
be kept in the AR E.in U.S. Dollars.  All U.S. Dollar
expenditures shall be charged in the amouat expended.
All Egyptian pounds explnditures shall be translated
to 1J.S. Dollars at the official buying rate of exchange
issued by the Central Bank of Egypt on the first day
of the month in which expendinmes are recorded,
- and all other non-UJ.S. Dollar expenditures shall be
transiated to U.S. Dollars at the buving rate of exch-
ange for such currency as quoted by National West
minster Bank Linuted, London, at 10:30 a.m. GM.
T., on the first day of the month in which expendi-
ures are recorded. A record shall be kept of the
exchange rates used in translating Egyptian pounds
or other non-U.S. Dollar expenditures to Dollars.
Any difference resulting from the application of the
aforcsaid rates of exchange shall be credited or debi-
ted, as the case may be, to the operations under the
Agreement.

Precedence of Documanis

In the cvent of any nconsistency or conflict betw

een the provisions of this Accounting procedure and

the provisions of the Agreement treating the same
subject differently, then the provisions of the Agr-
ecmment shall prevail,

Revision of Accounting procedure

By mutual agreement between EGPG and CON-

OCO, this Accounting procedure may be revised from
time to time in the light of future arrangemcnts.

No Charge for Interest on Investment”

Interest on Investment Financial Fecs and Charges
shall not, at any time, be charged as recoverable cost
under the Agreement.
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ARTICLE II : (aailt il
COSTS, EXPENSES AND EXPENDITURES CAEadly by aily B

Subject to the provision of the Agreemen, CONOCO | 5 pbosl gt 1ms i S48 Cuf _,J..-f-:r.-t.:i\.ii‘)”lfﬁ;i ;l;.’i e
shall alone irectly or ] :
shall alone bear and, directly or through UPCO, pay the | _iiaf s g < U by el it A f:l D

following costs and expinses, which costs and expenses shall | ; . RTT - . :
il L Y Gy oligpall e -
be classified and treated in accordance with Article VII ' . ( > R "L:'l .

of the Agreemeont. - Gy
|. Surface Rights ' : CL--“ B> —
All direct costs attributable to the acquisition, vene- | b @ JJ'-' _,t LA _,T elie N FPYH WS | 43

wal or relinquishment of surface rights acquired and Y e v ) T
maintaned in force for the Arca. . Lakald t""j 4 by ek Jpadt ¢ ] ¢

2. Labor | 2 et —
A.  Salaries and wages of CONOCO's or UPCO's| ¢ U108 bt _,'C‘ 5 Sef iby ,:-I s e~ (i

employces, as the case may be, dircctly engaged | ¢ G gatis 2258 3bsSW 33,21 Olen Ol
T“ thﬁt vanuus- activities uncler flu: Agmm:::nt . J, :J_'ll Jl C', I Lﬁ-n _‘l_lf:';ﬂ} LN b g g
including salaries and wages paid to geologists Lull i B il ol o AW ik Y
and other cmployees who are temporarily i By Oy I L7 - i
assigned to and cnployed such activities. 1 Oslens

B- Cost of living and housing allowances applic- | sl g e ¢ ) PRI R &7 LG
able to salaries and wages ' of expatnate R T C R
employces chargeable under sulxparagraph }- (‘ — r_) el L" JE Jy bW ol
2 A and paragragghis 9, 11.A and 11.C of this | &LW edn oo (2 — ) )T — v ) 4) ol
Article 11. Paid bonuses, overtime and other {3 553 Lot el W, G ik b gacth
customary allowances -applicable to salaries and *:'” g ‘}HJ‘ _""P“’:’-_YJ = "’.d- -
wages of national employees chargeable under d:‘LJu Iyl -‘41:'.:‘, b L;“ I W dr'i\-;-ﬂ-'-:“:

the samc sub paragraph 2.A, paragraph 9 and T—y) il i3 8 asik M My XA
subPﬂTagﬂphSH.Aandll.CufthisArticlellm (=) *’-’L-I ’"ﬂ“’"‘-ﬁ G"-“-"-*
an actual basis. = (’:’-—\1)_;( —H)a:—-_l_r_,l-_\g:fsﬂ,(q)g_,un}

Lk e Jo ot B M U e

. Cost of expenditures or contributions made pur- (ﬁ, A ALYt R P IR ,T ,_;,\il;-Jl i
syant to law or assessments imposed by govern Mhﬁsgﬂk%ﬁrm‘uyh\aﬁé
tnenital authttnty which are app!::ca!:lc to labuu_: i § Ak oyae o £ e yly i
mofmlmcsandwagesaspmwdedundcrmb- . . ‘ e

(4) s (o — v ) 2 (V= 1) o7

paragraphs 2.A, 2.B and Paragraghs 9, 11.A and ’ | ‘
11.C of this Article 11. -tjlﬂan\m&(a——\\);(‘~x\J

3. Employees Benefits ‘ - : U:],.\.ﬂ big» — ¥
Cost of established plans ;for_‘ mnpla)zcts group hife E)Ul_, U:j,.LJ\ - Yo Jb'-;l bt i H S

| mmngc, _huspitalizatinn, pms:on, ret:rement, stock oWy, {""tﬂ ) 2s i, *-'-'U‘t'.l?.! ..:..\:L‘J-H
purchaseS,t]mIt,andnthtrbmefliuufalike‘nam HLP'EK:&G.B'.ZJ!\Q}IQ"J&%‘{U
which are applicable to lobar cost of salaries and ) I AN L
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wages of expatrate employees, and on a basis similar -~ 0T _ L
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under - sub-paragraph 2.A and Paragraphs 9, 1LA | (V< v Jab sadl of 4o 16 Jis SO
apd 11.C of this Article 11. Severance pay will be | alllia o (»— \\)J(i“ Vi )a(e)otad,
charged at a fixed rate applied to payrolls which will | SRR Jedddd Wl CUKG WE 5,0, Gl
equal an amount equivalent to the maximum Lability bl ol o i’ RPETI _‘J:_'

for severance payments as requi;l‘f:d under the A.RE. . ~u J_?’..‘"g P .)]‘\ -.JJ"J J’ L?:L' LY -

Labour Law. Jo &t dle] WUKG i 1AW pedVIa A sl
A Eop o) 3 el a5 Al G ol
4, Matenal p bl g
Material, equipment and supplics purchased or | i Wayy ol Lo 28 Jlobhall, S, a0
furmasbed as such by CONOCO or UPCOQ, ) N ARE N
A. Purchases | R, P U (T)

Material, equipment and supplies purchased shali | o3 _ gt & S5 51 220y sk o by ha gl
beat price paid by CONOCO or UPCO after dedve- |, ;. 56" o Ui t ] S asr
uon of all discounts actually received. et ¢ e ’ {:{MM‘};

B. Material Furnished by CONOCO :fj_,fh.uj SN bl (1....:}

Material required for operations shail be purchased 2B o5 Uk 50k el a3 Sl g nts
directly whencver practicable, excepy, that CONPCD i A wim 3y 5 01 5y 5T 1.')"' LTl o,
may fumish suclh material from CONOQCO's affiliates o b Ao et

stocks outside the ARE. under the following con{ ¢ UWUE (8.0 o)l ol o5l

ditions : : .L;?‘Ljf:"e .;‘.ll;j
i

(1) New Makenal (Conditton “A™) . (‘_‘,P’_‘m,.);_h.u.l LA L
New matenal {ransferred from CONQCO’si AL RAPF MU RN o] RS T, PPN RN
Al e ramestics hall be um.;;yiﬂ ) o3l Jis d sl :“J |

priced at cost, provided that rLl::Le::,msln::nf1:|:|:e:Lt¢:J:fi=1|JLq

ied 1 ; international prices for _ e ) L
Etl::hnﬁ lifmsiﬁ:r cﬁﬁt}r supplied cﬁ similar | * 2% Sy by Ay 13 Wl sl Uyl M
terms prevailing at the time such material was

supplied. ;

= (ﬂ::-”-an_,ﬂ?”)ﬂ-lr-du-l‘ *J‘_,H (f)
2) Used Material (Condition “B” and “C”) ——
%) Used Materal , 3 Je=Nt e loy AL b 3o Jatdl (1)
(a) Material which is 1o sound andsﬁmt_;tahlc a . .0 . ]
condition and is sutable for reuse without | uiy( o) i e B b ¢ baad by b
dition ] be dasified as Condr : , ahe ty - .
e e vty five paroent |+ e stk o (1.30) WU gy o
(75%) of the price of new matenal, 3

(h) Material which cannot bcclassiiilzdfas Con- | (] #{w) W o Lplyl e Y sl (<)
ition “B” but which is serviceable 10r onlgl- J AT E T Y -
fl;.l Qf:inntim ll:bl:tw substantially not suitable for J_‘:f am b 5 ‘d “:1*'5'1 \oads s 3 ( EFEM, | cl.c-
reconditioning, shall be cdassified as Condr | .5, 2" Yo ok E_J.ﬂ' i ¢ baad LY é_,;y
don “C” and priced at fﬁy pﬂﬁmtm%) of Ve dadd e (']_u-)'i.ﬂ_l\ 3 -*
the price of new matenal. e R U..““"_
(c} Material which cannot be classified as Gon | 145 (x) p I () | PREIP- PP RN | ‘ﬂ'ﬂ piEAP (r')
digon “B” or Condition "(?” 5_11311 be priced -
At 2 value commensurate with its use.
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(d) Tanks, buildings and other equipment involv-
ing erection costs shall be chargéd at
applicable percentage of knocked-down new
price. |

Warranty of Materials Furnished by GCONOGO

CONOCO does not warrant the material
fumished beyond or back of the dealer’s or
manufacturer’s guaranty; and, in case of defective
mater:al, credit shall not be recorded until adjust-

ment has been received by CONOCO  from

manufacturers or their agenis.

Transportation

Transportation of employees, equipment, materials
and supplics necessary for the conduct of activities.
Employees wransportation costs to the extent covered
by established policy of CONOQCO and UPCO will
:nclude travel expenses for employeesand their familics
to and from the employees’ point of origin at the time
of employment, at time of separation and for vaca-
tion, and travelling expenses for employees and their
famslies incurred as a result of tramsfer from onc
location to another within the AR.E. Transportation
costs for employees and  their farmlies fronms AR.E.

and charged by EGPG and/or CONOCO or
their Affiliated Companics at an agreed pn‘cc.

N -
iﬁ?éflt;-“:r Exploration, CONOCO's and its
Affiliated Compa.nics’ rates shall not include
administradve overhcad costs.
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Damages and Losses

All costs or expenses necessary to replace or repair

damages or losses incurred by fire, flood, storm, theft,
accident or any other cause not controllable by CON-

OCO or UPCO through the exercise of reasonable
diligence. CONOCO or UPCO shall furpish Non-Op-

erators written notice of damages or losses incurred in

“excess of ten thousand (10,000) U.S. Dollars per ocous-
ence, as soon as practicable after report of the same
has been received by CONOCO or UPCO

I'nsurance and | Claims

The cost of any public liability, property damage
and other msurance against habilities of CONOCO.
UPCO | and/or the parties or any of them to their
r:mp[oytes and /or outsiders as may be required by. the
Laws, rules and regulations of the Government or as

the Parties may agree upon. The proceeds of any
such insurance or claim collected shall be credited

against operations, If no insurance is carried for a.

particular nsk, all related actual expenditures ‘ncurred
and paid by CONOCO or UPCO in scttlement of

any and all losses, claims, damages, judgements, and
any other expenses, including legal services.

Indieect Expeuses

Camp overhead and facilities such as shore base,
warchouses, water systems, road system, salaries and
expense of field supervisory persommel, field clerks,
assistants, and other general employees, indirectly
serving the Area. Such expenses shall be allocated
cach month between Exploratton and Development

according to sound and acceptable accounting
proceduers.

10. Légal Expenses

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection of
the Area, mcluding attorney’s fees and expenses as
heremafter provided. together with all judgeménts
obta'ned against the Partics or any of themn on account
of the operations under the Agreement, and actual
expenses incurred by anv Party or Parties hereto m
securing evidence for the purpose of defending against
any acton or claim prosecuted or urged against the
operations or the subiect matter of the Agreement. In
the event actions or claims affect'ng the interests here-
under shall be handled by the legal staff of one or more
of the Parties hereto, a charge commensurate with cost

of providing and fumishing such services mav be made ’

to operations.
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Administrative Qverhead and General Expense

A While CONOCO is conducting Exploraton | . . jiusls2le 555 (U otstaplt SIS

activites, cost of staffing and mamtaining
CONQCO's head office in the A. R. E.
and/or other offices established in the ARE,
other than ficld offices which will be charged
as provided n Article 11. Paragraph 9 above.
and excepting salaries of employees of
CONOCO who are temporarily assigned
to and direcdtly serving on thc Area. which
will be charged as pmvided in Article 1l.
Paragraph 2 above.

B. CONOCQ’s andministrative overhead out-
side the ARE. applicable to the ARE.
Exploration operation will be charged cach month
at the rate of five percent (5%) of total Explora-
tion expenditures while CONOCO ‘s conducting
Exploration activities and at the rate of two
and one-half nercent {2-1/2 %) of total Exolo-
ration expenditures while UPCO is conductng
Exploration. activities. No other direct charges
as such for CONOCQO’s admunistrative overhead
outside the ARE. will applied against the
Exploraton expenditures. Examples of the type
of costs CONOCO is incurring and charging
Lereumder due to activites under the Agreement
and covered by said percentages are :

(1) Executive " Time of executive offi |
Cers.

(2) Treasury — Financial and exchange
problems. |

(3) Purchasing —. Procuring materials, eq:

wipment and supplics.

(4) Exploration and — Directing, advising and

Production controlling the entire |
project.
5) Other departments such as legal. comptroh

lers and enginecring which contribute tme,
knowledge and experience to the opcration.
The foregoing does not preclude charging for
dsrect service under sub paragraph 6- Bof this
Artide IL
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C While UPCO 15 conducting actwities, UPCO’s | ?

in general lerical and office

work, supervisors and officers whose time s
Q;ﬂlﬂrﬁlly spent in the main office and not m

the field, and all employees generally wﬁtm%
e wenmral and adminstrative and not charge

personnel engaged
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o ﬂth'f‘,'r types of expeses, will be charged to J‘:rt-’;&”r";.‘.]&yHYJD.‘:'_Ji-‘?L! tranyadh cpibs 1
operations. Such expenses shall be allocated each ALE cor b e iy all on 55 . ol ot
month between Exploration and Development D :;].‘-Jl"""*—* l: " ) &j" ’ sratl e
operations according to sound and j;iracticablc (sl e 1-’“ I"”":L' b l"'Ld'u'b MJ:"’"—”
accountmg methods in the petroteum industry. | c dyrf ek gl
(2. Taxes . M _
(‘ONOCO or UPCO with respect to this Agrﬁcmmt ‘f‘L‘-‘: U Nz 73V e s ‘
other than those covered by Paragraph (g) (1) of | © @ © A i U‘“‘-(C*f'ﬁ)f’
Article 11 of the Agreemest. v LA o T S g (V=5 Jopdl
(5. Continuing CONOCQ Costs | 2 &t ; 2] JJKT -
Costs of CONOCO activites required under the | 555 Wiz Bla¥latie 105l 5757 bt wo f LAJKS
Agreement and incurred exclusively in the ARE. | 3, AT Ly o) | :
_ w Ll pan 3l a2 Ny Sul O S5 AnbEfe o N oLy
after UPCO is formed. No sales expense ncurred . 35 5 S . 'L‘o(&- t-E
autside the ARCE. may be recovered as 2 cost. ' e J’(&-f-g)@t’dﬂ g ladl
14, Other Expenditures 2 N olel — ¢

| | . 1
Any costs, ¢xpenses or expenditures, other than

those which are covered and dealt with by the
foregoing provisions of this Article IT, mcurred by
CONOCO or UPCO under apprmd Work Programs
and Budgets, -

ARTICLE 111
INVENTORIES
Periodic Inventories, Noticz ond Representation 1

At reasonable mtervals, as agreed unon by EGPC
and CONOCO, inventories shall be taken by UPCO |
of the operations material which shall include all suck
material. phvsical assets and  construction profects.
Written notice of intention to take nventory shall be
mmvaPCO to EGPC and CONOCO at least
thirtv (30} days before any jnventory is to begin so
that EGPC and CONOCOD may be represented when
anv inventory s taken., Fajlure of EGPC and/or
CONQOCO to be represented at an inventorv shall
bind them to accept the @ventory taken by UPCO,
who shall. in that event, fumish the Party not repre-
scnted with a copy thereof.

Reconciliation and Adjustment of Imventories 1

Reconciliation of inventory shall be made by
CONOCO and EGPC, and a lst of averages and
shortaces shall be jointly determined by UPCO and |
CONQCO and EGPC. and the inventory adjusted by |

L'PCO.
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Cost Recovery H ._,nall.ﬂl 313 fed

I, Statements of Recovery of Costs and of Cost Recovery
Petroleum
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CONOCO shall, separately for Crude Oil and Gas
pursuant to Articie VI of the Agreement, render to
EGPC as promptly as practiable but not later than
thirty (30) days after rece’pt from UPCO of the
guarterly Statemeats for Development and Explora-
ton Activity, a statement for that quarter showing

(1) Recoverable costs camied from the previous

quarter, if any.
(i) Recoverable costs mcurred during the quarter.

(ii) Total recoverable costs for the quarter, (3) 4 (ii).

(iv) Quantity and value of Cost Recovery Petroleum
taken and separately disposed of by CONOCQO.
for the quarter.

(v) Value of costs recovered for the quarter.

{(vi) Total amounts of costs recovered up to the end
of the guarter.

{vis) Amount of recoverable costs carded into the
succeeding quarter, if any.

(viif) Excess, if any, of the value of Cost Recovery
Petroleurn taken and separately disposed of by
CONOCO over costs recovered for the quarter.
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2.  Payments :ols _,a.lli (v)
If such statement shows an amownt due EGPG, | | iy ,5:1‘1 1]
paymmmfthatannuntshaﬂbcmdch.S Dollars A o ¢ MW&‘J”*’"’; 5 A
by CONOCO to EGPC with the rendition of such | uaSl'-_in A (RCRRYR JERY S uuljj,.;’m&ll
3. Audit Right sl 3 —

EGPC shall have 2 period of twelve {12) months

from receipt of any statement under this Article TV
in which to audit and raise objecton to any such
statement. EGPC and CONQOCO shall agree on any
required adjustment. Supportmg documents and
accounts woll be available to EGPC dunng said twtlu:

12} month penodl.
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ARTICLE V,
CONTROL AND MAJOR ACCOUNTS

t.  Exploration Obligation Control Accounts

CONOCO will establish an Exploration Obliga-
tton Control Account and an oit-setung Conua
Account to control theren the total amount of Explo-
ration expenditures reported on Statements of Activity
prepared per Article 1.2.A hereof, less any reductions
agreed to by EGPC and CONOCO following written
exceptions taken by a Non-Operator pursuant 10
Article 1.3.A hereof, in order to determine when

" minimum Exploration obligations have been mct.

Cost Recovery Control Account

CONOCO will establish a Cost Recovery Control

Accont(s) and an offsctting contra account(s) to control
therein the amount of cast remaining to be recovered,
if any, the amount of cost recovered, and the value

of Excess Cost Recovery Petroleum, if any.

3. Major Accounts

For the purpose of classifying costs, expenses and
oxpenditures for cost recovery as well as for the
purpose of establishing when the Exploration obliga-

tion has beem met, costs, expenses and expenditures
shall be recorded in major accounts including the

following : l
. Exploration Expenditures
. Development Expenditures (other  than

Operating Expenses)
— Operating Expenses
Necessary sub-accounts, including  those
Tangible and Intangible Costs, shall be used.

for

Revenue accounts shall be maintained by CONO-
CO to the extent necessary for the control of recovery
of costs and the treatment ™ of ~ Cost * Recovery

Petroleum.
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