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PETROLEUM EXPLORATION
and
Production Sharing

Agreement
| Beiween
Arab Republic of Egypt (A.R.E.)
and

Egyptian General Peiroloum Corporation (E.G.P.C.

angd

Chevron oil Company of Egypt.
In

. Gemsa Area
CONCESSION AGREEMENT

This Agreement made and entered into on this
dav of ..___ | by and betwcen the ARAB REPUBI .IC
OF EGYPT (hereinafter referred to variously as “A.R.E.”
or as the “GOVERNMENT™), the EGYPTIAN GENE-
RAL PETROLEUM CORPORATION, a legal cntity
created by Law No. 167 of 1958 as amended (hercinafter
- referred to as “EGPC”) and Chevron Qil Company Of
Egypt a company organized and existing under the Laws
of the state of Delaware, U.S.A. (hereinafter variously
referred to as Chevron. or as “CONTRACT OR™).

WITNESSETH

WHEREAS, all raw materia’s, existing in mines and
quames m AR.E, including the territorial waters, and
i the sea bed subject to its jurisdiction and cxtending
beyond the territoral waters, are rhe property of the
State ; and

WHEREAS, EGPC has applied for an exclusive concess-
ion for the exploration, development and production of
petroleum in and throughout the area referred to in Article
11, and described in Annexes “A” and shown approxima-
tely on “B” which are attached hereto and made part
hereof ; and '

WHEREAS, Chevron agrees to undertake its obliga-
tions provided hereinafter as a Contractor with respect
to the exploration, development and production of petro-
levrn m saxd Area ; and

WHEREAS. the GOVERNMENT desircs hereby to
grant such concession-; ancl

WHEREAS, the Mmister of Petrolcum. pursuant to
the provisions of Law No. 86 of 1956, may enter into 2
concession agreement with EGPC and with Chevien as
a contractor, for thc petroleum operation in the Area
heremnafter referréd to.

Now, Therefore, the parties hereto agree as Follows :

|
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ARTICLE 1
DEFINITIONS

a) “Exploration” shall include such geological, grophy-
sical, aerial and other surveys as may be contaned
in the approved Work Programs and Budgets, and

the drilling of such shot holes, core holes, stratigraphic

L

tests, holes for the discovery of petroleum or the apprar- |

'~ sal of petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supphes,
matenals and c:qm;:mmt therefor, all as may be con-
tained in the approved Work Programs and Budgets.
The verb “explore” means the act of conductng
exploration,

b) “Development” shall include, but not be limited to,
all the operations and activities pursuant to approved
Work Programs and Budgets under this Agreement;
wath respect to -

¥). the drilling of development wells, and

i) design, comstruction, installation, scrwcmg
and maintenance of equipment, lines, systems,
facilities, plants and related operations, o pro
duce and operate said wells, to take, save, treat,

handle, store, flare, transport and deliver pet-

roleum for. export, and to' undertake repressur-

mg, recycling and other secondary recovery
projects.

“Petroleum” means liquid crude oil of various densitzes
asphalt, gas, casinghead gas and all other hydrocar
bon substances that may be found m, and produced,
or otherwise obtained and saved from the Area under

this Agreement, and all substances that may be ex-
tracted therefrom.

“Liquid Crude OJ” or “Crude Oil” means any hyd-
rocarbon produced from the Area which is in a liquid
state at the wellhead or lease separator or which is

extracted from the gas or casinghead gas in a plant.
Such term mcludes distillate and condersate.

“Gas” is natural gas both associated and non-associ-
ated, and all of its comstituent elements produced from

any well m the Arta and all non-hydrocarbon sub-
stances therein. Said term shall inlude residue gas,
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/) A “barrel” shall consist of forty-two (42) Unitl:tf States
gallons, liquid measure, corrected to 2 temperature of
sixty degree (60%) Fahrenheit,

g) “Commercial Well” means the first well on any geo-
logical feature which after testing in accordance with
sound and accepted industry production practices, and
verified by EGPC, is found to be capable of produc-
ing at the average ratc of not less than Three
thousand (3000) barrels of oil per day, (BOPD).
The date of discovery of a “Commercial Well” is the
date on which such well is completed and tested
according to the above.

h) “AR.E.” means ARAB REPUBLIC OF EGYPT.

1) “Effective Date™ means the date on which the relevant

law Is issued or the text of this agreement is signed by
the GOVERNMENT, EGPC and Chevron as
contractor, whichever is later.

) “Year” or “Calendar Year” means a peniod of twelve
(12) months according to the Gregonan Calendar.

k) “Financial Year” means the GOVERNMENT’s

|

financial year startmg on January 1st and ending on
December 31 st, both dates being inclusive.

{} “Tax Year” means the period of twelve (12) months
accordng to the Gregorian Calendar for which tax
retums or reports are required according to any

applicable income, profits or other tax law or regu-
lation of the A.R.E.

m) - An “Affiliated Company” means a company -

1) The share capita), conferring majority of votes
at stockholders’ meetings of such company, of
which is owned directly or indirectly by a party
hereto ;

8} Which is the owner directly or ndirectly of share
capital conferring a majority of votes at stock-
holders’ meetings of a party hereto : or.

#) Whose share capital ’cmferrhg a majority of

N votes at stockhnldtr_s’ mtings_of such company

. and the share capital conferring a majonty of

votes at stockholders’ meetings of a party hereto

are owned directly or _ indirect’y by the same
company.

n) G.P.C. means the General Petroleumn Company in the

ARE.
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ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A” is a descripition of the Area covered and
affected by this Agreement heremafter referred to as the

I-‘Am"l.

Annex “B” is a map on the scale 1 : 500,000 mdicating
approximately the Area covered and affected by this
Agreement and described in Anpex “A”.

Annex “C™ s the form of the Letter of Guaranty to be
1ssucd by the Bank Misr, Cairo, and to be submitted by
Chevron at the ame of signature, by the Minister of
Petroleum, of this Agreement for the sum of Ten Million
(10 000 000) U.S. Dollars, guaranteeing the execution of

Chevron’s minimum exploration obligations hercunder for

the hirst Three (3) year exploration periocl.  Such guaranty
shall remamn effective for aix (6) months after the end of

the said thwee (3) year period except as it may be released |

prior to that time n accordance with the terms threnf.

Annex *I)” is the form of a Charter of the operatung
company to be formed as provided for in Article V1 hereof.

Annex “E” is the Accounting Procedure.

mm:{m “A”, “B“, “C.", HD" a.n.d r..'E:u tD thiﬂ Agt‘tmmt

are hereby made part hereof, and they shall be considered

as having equal force and effect with the provisions of

thus Agreement.

ARTICLE III
GRANT QF RIGHTS AND TERM

The GOVERNMENT hercby grants EGPC, and Chev-
ron as Contractor, subject to the terms, covenants and
conditions, set out in this Agreement, which mnsofar as they
may contradict with any provisions of law No. 66 of 1953,
as amended, shall have the force of law, an exclusive

concession in and to the Area described m Annexes “A”
amd “B” :

f"f

The GOVERNMENT shall own and he entitled, as
hereinafter ded, to a royalty in cash or n kind
of Ten (10) percent of the total quantity of petroleum
produced and saved from the Arca during the develop-
memt period including renewal.  Sad rovalty shall
be borne and pard by EGPC out of its share of Crude
O1l and shall not be the obligation of the CONTRA-
CTOR. The payment of royalties by EGPC shall
not .be deemed to result In Income attnbutable to

the CONTRACTOR.
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b)

“Commercial

—_

An initial exploration period of Three (33 years shall
start from the Effective Date. Two (2) successive
extensions to the mitial exploration period of two (2)
years each shall be granted Chevron at its option upon
ninety (90) days prior written notice to EGPC and

subject only to its having fulfilled its obligations here-
under for the preceding period.  The Agreement
shall be terminated if no Commerctal Dicovery of

which a block {s) has been converted into a develop
ment leasc (s) is established by the end of the Seventh

(7th) vear of the exploration perind. However, such
period may be extended for six (O) months for the

completion of drilling and testing of any well actually

being dril'ed or tested at the end of the Seventh (7th) -

year and for the conversion into a development lease.
Flection by EGPC to undertake a sole risk venture

under paragraph (c) immediately hereafter shall not

extend the exploration perind nor aftect the termina-
tion of this Agreement as to CONTRACTOR

Discovery” : After
Commercial Well, CONTRACTOR shall undertake,
as part of its exploration program, the appraisal of
the discoverv by drilling one or more additional wells,
to determine whether such discovery is worthy of
being developed commercially, taking into considera-
tion the recoverablc reserves, production, pipebne and
terminal facilities required, estimated crude o1l Prices.
and all other relevant technical and economic factors.

' A commercial Discovery may consist of one produc-
ing reservoir or a group of producing reservoirs which
after appraisal is worthy of bemng developed comm-
ercially. CONTRACTOR shall give notice of a
Commercial Discovery to EGPC immediately after
the discovery is considered by CONTRACTOR to
be worthy of commercial development but 1 no event
later than the completion of the second exploration
appraisal well, or Nine () months following the date
of discovery of the Commercial Well whichever 1s
eailier; except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery
with respect to any reservoir or reservoirs even if the
well or wells thereon are not “Commercial” within
the definition of “Commercial Well” if, in its opinion,
a group of reservoirs considered collectively, could be
worthy of commercial development.

Following receipt of such notice EGPG and CON-
TRACTOR shall meet and review all appropriate
data with a view to mutually agreeing upon the
existence of 2 Commercial Discoverv. The date of
Commercial Discovery shall be the date EGPC and

" CONTRACTOR mutually agree that a Commer-

cial Discovery exists. In the cvent that no com-

discovervy of a
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rercial produce = regular shipments from a’ com-
cecial discoven = made within Three (3) years
= of the date = Commezcial Dismvt:w, then the
teck {§) comce—oz with such discovery shall, im
—-diately be sudered. However, Contractor
w2l immediazsy mve notice to E.G.P.C. of any
a:'_:_{m*ery. even © sh discovery is not deemed by
C atractor to b : Commercial Discovery. |

[i Crude OF = discovered but is not decmed by

CONTRACTCR © bc a Commercial Discovery
wder the abov: provisions of this paragraph (c),
EGPC, shall ve 1) year after the expiration of
2= period spesiZel above within which CONTRA-
CTOR can give wace of Commercial Discovery, or

#zhween (13; myels after the completion of a well |

=t considered : wommercial Well” have the right,
i-iowing kv . days motice in writing to CON-
TRACTOR, =: izsole cost, risk and expense, 0
develop, produc: zd dispose of all Crude Qil from
1ir  grologicz: =ure on which the well has
been dnlled. S notice shall state the specific area

cwvering said geowyical feature to be developed, the
wel 1o be dr.. the production facilities to be
mszalled and EP.C's  estinrated cost
Within thiny > Jays after receipt of said notice
CONTRACTORX may, 1n writing, elect to develop
such area as pmfdcd for in the case of Commmercial
DiSCDVCI'y hgnu“_-.fﬁ‘f . In sach event all terms of

this Agreement <22 continue to apply to the spéci hed
area.

If Contracew =t not to develop such area, the
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spectfic area TR said gmlogical feature shall be
st aside for ave ~K Dpﬂl'ﬂﬁﬂﬂ!i b}-’ EGPC. In that
event, EGPC be entitled either to perform or

1o have the Qpm:ung Company (if in cxistence at
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ment lease ¢ : and

11} EGPC has nvovered from the erude oi] produced
from such s~evific area a quantity of crude oil
equa! in vahi @ three Hundred (300) percent of
all the coss and expenses it has incurred in
carring out the sole risk operations ; and
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#17) Contractor has paid to EGPC One *Hundred
(100) pexcemnt of all such costs and expenses incur-
red by EGPC.

However, such one hundred (100) percent payment

shall be recovered by Contractor from Cost Reco-
very Crude of the separate commercial discovery
referred to 1 (1) above, in the normal manner of the
recovery of costs and expenses, as defmed m Article
V11 hereunder. :

Immediately following such payment, the
specific area shall, at EGPC’s option, either (i
revert to the status of an ordmary develop
ment lease under this Agreement and thereafter shall
be operated by the Operatmg Company in accord-
ance with the terms hereof ; or (1) altematively, n
the event that at such time EGPC s willing to con-
duct or to have any of its affihated companies conduct

the development operations in the area at its sole
expense, the area shall remain set aside and CONT-
RACTOR shall only be entitled to its production

sharing percentige of the Crude Qil as specified |
m Article VII (b) hereunder, and the one bundred

(100) percent payment of the cost to be recovered
from the cost recovery crude of the separate com-
mercial discovery as referred to above. Notwithstand-

mg any provision under this Agreement, Contractor
shail not be entitled to invoke the exastence of any

sach development lease to which a sole risk pro-
vision has been applied, to enter into the develoo-
ment period referred to in paragraph (d) of this
Article I1IL. -

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 Agree-
ment under the provisions of this Article II1 a~!
Article IV, this Agreement shall, however, continue
to apply to EGPC’s operation of any sole risk
venture hereunder, although such Agreement shall
have been termmmated with respect to CONTRA-
CTOR pursuant te the provisions of said paragraph
(b) above.

) Without prejudice to para. (¢} of this Article ITI, the
development period shall be twenty (20) years from
the date of the first Commercial Discovery. This
period may be renewed for an additional period of
Ten (10) years at the option of CONTRACTOR
upon six (6) months prior written notice to EGPC,

Followmg Commercial Discovery the extent of the
whole area capable of production to be covered by
development lease or leases shall be mutually agreed
vpor by EGPC and CONTRACTOR and be sub-
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¢) CONTRACTOR shall bear and pay

tavh A b3

x5 550 A s

e ) 0 \Y

ject to the approval of the Minister of Pctmlnlm.l
Such area shall then be converted automancally mto
a development lease or leases without the isuance
of any additional legal instrument or permisston.

Development operations thercafter shall be start-
ed promptly by Operating Company and unless

EGPC and CONTRACTOR agree otherwise, at
least ome drilling rig shall be used continuously
untl), in accordance with good ol field practices

and accepted petroleum  engineering principles, the
field is comsidered to be fully developed. |

all the costs
and expenses required in carrying out all the opera-
tions under this Agreement, but such costs and expen-
ses shall not include imterest on investment, and CON-
TRACTOR shall ook only to the Petrolcum to which
it is entitled under this Agreement to recover such
costs and expenses.  Such costs and expenses shall be
recoverable as provided in Article VIL  During

the term of this Agrecment and its renewal, the )

total production achieved in the conduct of such

operations shall be divided between EGPC and CON-
TRACTOR in accordance with the provisins of
Article VII.

1. CONTRACTOR shall be subject to the laws m
force in the AR.E. and the palitical subdivisions
thereof, which impose taxes on or are measured

by income or profits, including those laws mmpos-
mg the commercial
municipal tax, defense tax and national secunty
tax on mcome and dividends paid with respect
to shareholders {(hereinafter referred to as "AR.E.
Income Taxes”), and, except as otherwise
provided in the Agreement, shall corply with
the requirememts of such laws with respect to
the filing of retums, the assessmient of tax, and

the keeping for review by authorized persons

of books and records. For the purposes of pre-
venting economic duplication. anv A.R.E. Income

Taxes for which Contractor’s thareholders may
be liable by reason of operation wnder th:s agree-

ment shall be deemed to be a tax levied aganst
CONTRACTOR, EGPC’s share of the Crude
Oil determined under Article VIT mcludes an

amount cqual in value to all of CONTRACTOR's
AR.E. Income Taxes.

For purposes of applying paﬂgmph (B (1} of
this Article, the total taxable income of GON-
TRACTOR in respect of anv Tax Year shall

be an  amount caleunlated as folloavs

and industrial profits tax, ‘

|
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i) The total of the sums received by CON-
TRACTOR from the saic or other disposition
of all Crude O1l acquired by CONTRACTOR
pursuant to Article VII, paragraphs (a) and
(b); LESS

a) The costs and cxpenses of CONTRACT-
OR which arc allowed to be recovered

in the Tax Year under paragraph (a) of
- Article VII; and

b) The valuc, as determincd in paragraph
"~ {c) of Artide VIT of the excess Cost
Recovery Crude Oil taken and scparately
disposed of by CONTRACTOR pursuant
to Article VII paragraph (a) (2); PLUS

1) An amount equal to CONTRACTOR AR E.

- Income Taxes.

3. EGPC shall assumc. pay and discharge, on bebalf
of CONTRACTQR, CONTRACTOR's A.R.E.

Income Taxes out of the sums received by EGPC
from the sale or other disposition of its share of

the Crude Ol

4, EGPC shall flumish to CONTRACTOR the

proper official recapt evidencing the payment of
CONTRACTOR' s A.R.E. Income Taxes, with-
m one hundred fifty (150) days following the
commencement of the next ensuing Tax Year.
Such receipts shall be issued by the proper.Thax
Authorities and shall state the amount and other
particulars customary for such receipts.

g) In calculating its A RE. Income Taxes, EGPC shall
be entitled to deduct royalties paid by EGPC to the
GOVERNMENT and the AR.E. Income Taxes of
CONTRACTOR paid by EGPC on CONTRAC-

TOR’s behalt.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

a) CONTRACTOR shall commence exploration opera-
tions hereunder not later than six (6) months after
the Effective Date. Not later than the end of the
twenty fourth (24th) month after the Effective

Date, CONTRACTOR shall start exploration dnibing
i the Area, with a comnmtment of dritlng Five (9)

wells during the initial exploration period. EGPC
vhall make available for CONTRACTOR’s use all

~eismnic and other E_Tplﬂrﬂﬁt’ﬁ data in FGP(s possess-

en with regpeet to A

T
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) The initial exploration period shall be Threc

(3) years. CONTARCTOR may extend this explora-
tion period for two (2) additional periods of two (2)
years cach upon a ninety (90) days prior written notice
to EGPC subject to its expenditure of its mimmum
exploration obligations for each such perod.
CONRACTOR ghall spend a minimum of Ten
Million (10,000,000) U.S. Dollars on exploration
operations and activities related thereto dunng the
initial Three (3) year exploration period or drili Five
(5) wells, whichever is higher in value. For cach
two (2) year period that CONTRACGTOR elects to
extend beyond the initial exploration pernod, CON-
TRACTOR shall spend a minimum of Six (6) million

U.S. Dollars at the rate of Three (3) million US.
Dollars annually.

Should CONTRACTOR spend more than the nunr-
mum amount required to be expended dunng the
initial Three (3) year exploration period or during
any period thereafter, the excess may be substracted

from the minimum amount of money required to

be expended by CONTRACTOR durng any suc-
ceeding exploration period or periods, as the case
may be. :

In case CONTRACTOR surrenders its explora-
tion obligations in this Agreement as set forth above
before or at the end of the Third (3rd) year of the
initial exploration period, having expended less than
the total sum of Ten (10) million U.S. Dollais on

exploration, or in the event at the end of the Third
(3rd) year -CONTRACTOR has expended less than

said sum in the Area, an amount equal to the duf-
ference between the said Ten (10) million U.S.
Dollars and the amount actually spent on exploration
activities shall be paid by CONTRACTOR to EGPG
at the time of surrendering or within three (3) months
from the end of the Third {3rd) year of the mitial ex-
ploration period, as the case may be. Any expend-
jture deficiency by CONTRACTOR at the end of
the Fourth (4th) year or any succeeding year
for the reasons abovenoted shall, simiarly, result
in a payment by CONTRACTOR to EGPC of such
deficiency. Provided this Agreement is still in force
as to CONTRACTOR, CONTRACTOR shall be
entitled to recover any such payments as exploration
expenditure in  the manner provided for under
Article VII in the event of development of cormnme-
rcial production.
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() At least three (3) months

vt A s vy b G0 N sl ot d Al

Ay

In case no Commercial Discovery i established
by the end of the Seventh (7th) year, OF In Case
CONTRACTOR surrenders its exploration obhga-
tions under this Agreement prior to such time, EGPG
shall not bear any of aforesaid expenses spent by
CONTRACTOR. '

prior to the beginning of
cach Calendar year or at such other times as may

mutually be agreed to by EGPG and CONTRAC-
TOR, CONTRACTOR shall prepare an Exploration

Work Program (in reasonable details) and Budgct for
the Area setting forth the exploration operations
which CONTRACTOR proposes to carry out durmg
the ensuing year. During the Exploration Period

such Work Program and Budget shall be at east |

sufficient to satisfy CONTRACTOR’s mimmum
expenditure obligation for 'the period it covers, taking
into account any credits for excess expenditures by
CONTRACTOR in the prior exploration period.

The Exploration Work Program and Budget shall
be reviewed by a joint committee to be established
by EGPC and CONTRACTOR after the Effective
Date of this Agreement. This Committee, hercimafter
referred to as the “Exploration Advisory Committee™,

shall consist of Six (6) members, Three (3) of whﬂm;

from GPC shall be appointed by EGPC and
Three (3) bv CONTRACTOR. The Chairman of
the Exploration Advisory Commuttee shall be design-
ated bv EGPC from among the members appointed
by it. The Exploration Advisory Committee shall
review and give such adivce as it deems appropriate i
with tespect to the proposed Work Program and
Bucdget. Following review by the Exploratioh  Ad-
visory Commuttee, CONTRACTOR shal! make such
revisions as CONTRACTOR deems appropriate
and submit the Exploration Work Program and Bud- }
get to EGPC for its approval. Following such
approval, it is further agreed that :

i) CONTRACTOR shall not substantmally revise
or modify said work Program and Budget nor
reduce the a budgeted expenditure with-
out the approval of EGPC ;

| LJ-——#_,-I uan.“ U‘"W‘ SV

In the event of emergencies involving danger of
loss of lives or property, CONTRACTOR may
expend such additional unbudgeted amounts as
may be required to alleviate such danger. ‘Such
expenditure shall be considered in all réspccts as
exploration expenditures and shall be recovered
pursuant to the provisions of Article VII hereof.
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CONTRACTOR shall advance ali’ necessary funds
for all materials, equipment, supplies, personnel,
administration and operations pursuant to the Exnlo- |
ration Work Program and Budget and EGPC shall
1ot be responsible to bear or repay any of the aforesicl
Costs.

CONTRACTOR shall be responsible for the prepar-
ation and performance ~of the Exploration Work
Program which shall be implemented in 2 workman-
like manner and in consistence with good mndustry
piactices.

- Except as is appropriate for the processing of data
and laboratory studies thereon, to be made in special-
zed centres outside ARE., all geological and
geophysical studies as well as any other studies related |
to the performance of this Agreement, shall be made
in the AR.E.

CONTRACTOR shall cutrust the management of
exploration operations in the A.R.E. to its techically
competent General Manager and Assistant. Manager.
The names of such Manager and Assistant Manager
shall, upon appointment, be forthwith notified to
the GOVERNMENT and to EGPC. The Manager
and, n his absence, the Assistant Manager, shall be
entrusted by CONTRACTOR with sufficient powers
to carty out unmediately and comply with all lawfu
written directions given to them by the GOVERN-
MENT or its representative under the terms of
this Agreement or any lawful regulations 1ssued or
hereafter to be issued which are applicable hereunder. |

CONTRACTOR shall supply EGPC, within thirty
(30) days from the end of each calendar quarter,
with a Statement of Exploration Activity showing
costs incurred by CONTRACTOR during such
quarter.  CONTRACTOR’s records and necessary
supporting documents shall be availabie for mspection
by EGPC at any time during regular working hours
for three (3) months from the date of recetving cach
Statement. Within the three (3) months from the
date of receiving such Statement, EGPC shall aclvise

CONTRACTOR in writing if it considers :

1) that the record of costs is not correct ;

1} that the costs of goods or services supplied are
not in Iine with the intemational market prices
for goods or services of similar quality supplied |
on sumilar terms prevailing at the time such goods
or scrvices were supplicd, provided,  howewer,

that purchases made and services performed
within AR E: shall be subject to Article XXV or

that the condition of the materials furnished by
CONTRACTOR. does not talh: with their prives;
o™

i)
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iv) that thc costs incurred are not reasonably | 3gaae Lsa dajY o il Jl‘«._i:!ﬁ\ ol (¢)

required for operations.

CONTRACTOR shall confer with EGPG
connection with the problem thus presented, and
parties shall attempt to reach a settlement which
is mutually satisfactory. If within the time limit
of the three {3) months period provided for in this
paragraph, EGPC has not advised CONTRACTOR

of its objection to any statement, such statcrment |

shall be considered as approved.

CONTRACTOR shall supply ail funds necessary for
its operations in ARE. undar this Agreement, m
freely convertible currency from abroad. CONTRA-
CTOR shall have the right to buy Egyptian currer.cy
whenever required and the conversion shall be made
at Egyptian banks in the A.R.E. according to the
official A.R.E. ratc of exchange.

ARTICLE V
MANDATORY 'AND VOLUNTARY
RELINQUISHMENTS

MANDATORY

At the end of the Third (3rd) vear after the Effecuve
Date hercof; CONTRACTOR shall relinguish to the

GOVERNMENT a total of twenty five (25) percent of
the original Arca not then converted to a development

lease or leases.

2)

At the end of the Fifth (5th) year after the Effective
Date hereof, CONTRACTOR shall relinquish an addi

tional twenty five (25) percent of the original Area not

then converted to a development lease or leases.

i
Without prejudice to Articles 111 and XX], at the endl
of the exploration period, CONTRACTOR shall relinquish

the rermainder of the origmal Area not then converted to
a development lease or leases.

VOLUNTARY

CONTRACTOR may, voluntarily, during any period
relinquish all or any part of the Area provided that at
the time of such volntary relinquishment its financial
obligations for exploration expenditures under Article
IV paragraph (b) have been satisfied for such penod.

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

Following Commercial Discovery, EGPC and CON-
TRACTOR shall mutually agrec upon any area to be
relinquished thercafter, cxcept for the relinquishment
provided for above at the end of the total exploration

penod.

B L Bl ey lzi RIS 1Y U PR U
A Qe ke 0 il Joy ¢ sl a3 555
ot ey e bl i 1130, ¢ g6 Lo & e
ol 3,30 adn 3 \de o ekl () $3HGA

Mzae o QL B Ol ¢ Ol 6l e

(5 (g )3 Uad 00 LA i il

% ¢ A el BB Y e S0 Ll s

f::.:r ¢ Lol O LT L el Wadll 42 ek
o s (g )l B 5 b s
gy S EN O
( dstid! B5L11 )
SNy gl Y Lol
;e Yl

B la) s ;;\f_f.i::_,i:.h: (v) i o g,
o Wl 3 (vo) ey e e f Al g i S8yl
O T e Aalh il e, ¢ dde Y adkdl
: @;ﬁ.}imgl'@ul
Jsal! JE ¢ ob éﬁ..;:—* (o) Labiidl wliae,
c,.l‘t_l\ 3 (Ta) ij:#}i_ﬂ?: e 03 1;:‘..01 LL..AQF Lﬁﬂ
i dE ol e e Bl e, AP HASE
AF sk 4l Az L

B0l ol iUl i sl e ede ey
oW kel 0 U e 0 ol 58 Wl e o Ll
A gl gl gl WS G s Ll

3 2y (R P

IR PR Y, PRSI o R U 1 R F S
Bdlis £ 5 33,08 58 00h Sl e el ¢ |5
om gt aA eda e Coeed) Sliad LAY SLAG ‘_;JL::;-\.H
| ol o €7 sl

‘-_}."5‘*-.-‘[-"&’(‘5‘:._;‘3* s 52 l,JaUUd\rl'tJLl;) "a.ig
L Bl 3l ade (o el LY

el 2l ot Gy gl 5 bl LIS A
ol 556 WA e ULk o3y e L L o
R VLRI



18

ARTICLE V1

OPERATION AFTER COMMERCIAL DISCOVERY

a)

On Commercial Discovery, EGPC and CONTRACT-
OR shall form in the ARE. an operatng com-

pany which shall be called Gemsa Petroleum Co.

hercinafter referred to as Gemsa or as Operating
Company. Said Company shall be a private

sector Company. Gemsa shall be subjéct to the laws
and regulations in force in the AR.E. to the extent

that such laws and regulations are not mconsistent
with the provisions of this Agreement or the Charter

of Gemsa ; however, Gemsa shall, withm the
purposss of this Agreement, be exempted from the

following laws anc regulations as now or hereafter
amended or substituted :

Law No. 80 of 1947 on Exchange Contro} and
1ts executive regulations, as amended ;

Law No. 141 of 1963 on Representation of
Employees and Workers on the Boards of
Companijes ;

Law No. 60 of 1971 on Public Institutions and
Pubhc Scctor Unats

Law No. 61 of 1971 on the Staff Regulahions of
Public Companies

Presidential Decree INo. 1868 of 1974 restricting
some Contracts of Works of the Government to
Public Institutions and Corporations and Public
Sector Unats.

The Charter of Gemsa is hereto attched as Annex
“D”. Withm thirty (30) days after the date of
Commercial Discovery, the Charter shall take effect
and Gemsa sha!] automatically come mto existence,
without any further procedures.

¢} Ninety (90) davs after the datc Operating Company

comes 1nfo existence m accordance with paragraph
(b) above, it shall prepare a development Work
Program and Budget for the remamnder of the year
n which the commercial Discovery is made, and
oot later than the fifteenth (15th) of October of
said year (or such other date as may be agreed
apon) and the fifteenth (15th) of October of each
vear thereafter operating Company shall prepare an
innuwal Productionn  Schedule, Work Program and

Law No. 26 of 1954 on Companies, as amended; |
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Buszst for the succeeding  year. The Production I P o oA T *J.._...:L;:A 3 é’ﬁ 29 155 Ct:'l‘ J gl

Schesdu'>. Work Program and Budget shall be sub- Y il Jeaa ét—f' , E.t:}“- Jyde
mitterd 1 the Board of Directors for approval ‘ - _ | . 4k 23 ,Y

Mo later the ' k . CL . . -
d) N latzr than tl:xr: txve:fltleth {20&)_&;:{;;2_; S e (v+) o 20 pzﬂ AN A ye 3 r G ()
Imnm Gemsa shall furnish to CONT | V-1 I P U O gt Dl I o 2 AB 4k
4 wrivm esfimcate of ist total cash requirements - - R .o el
for evpndirure for the first half and the second halt | SE' o S il oW iz JCJL“‘-J“":J"‘J
of th: siccceeding month expressed in US. Dollars, | .t Q[Jﬂ IS, Y st LY D ITERPeYY
ha'_.':r_g regard mk the appmved budegt. buc:1h' J 1l u“?\_’_ 3 d;__: ::Ji; ¢ s ”1;;[3'“ Lle._.:-l 3
eSurrzte  shall take into consideration amv  cash ] e . o a

' . e Alale 50 Ozl

&Xpaer v be on hand at month end. o 4.'._\.( d‘t Mt

Payzaes: for the appropniate period of each mnuth | J;f“ St F o ;'J'Lél;; 4o “C’I.l"%l L‘i'u-’
shall - made to the correspondent bank desigmated | J,Y e It 0 [EPR EY. (3) 5,231 58 Akl gt L
N peazreph (€) below on the first day and fifceenth d"ﬁ 344} f"-‘“ O5 15, L iyl 16 E"u*‘u:‘r.?:'iJ

day r~ceiively, or the next following business day, if - A T ;
. = i y al -l L‘.n‘“ " A \ — .lu.n" Li -
suck <z i not a business dav. e B (.-“l ob ¢ A (v

QP‘:ra:i:_g Company is authorized to keep at its own gr i ot Lzt (L Sl 3 § Cr& (=)
dispsal abroad in an account opened with a corres: ) Lhs e ke L 2w

pondin: bank of the Bank Misr Cairo, the foreign [ o+ cbd Jolor b wd o (Lo G W1 g

tands aconced bv CONTRACTOR. Withdrawals Iy, e Azl J Laas N c'l-lln 5 sl

frorn said account shall be used for payment for goods | - e ;L,_;;l;i 5 b gl ead UL s el
and s.r.ces acquired abroad and for transferring to o U.C ' | ‘_C -U-'I . [ - | -
an Egzvp:izn bank in the A R.E. the required amounts G &) d - SYSE A A L':ﬁ Y
W0 mesr ~penditures, in Egvyptian Pounds for Opera- | }-al\ *-JL‘-' dor ol ‘-P."l)l (C { C)J S s 2L
til;lg Company in connection with its activities uncler CulaYiaae Glde e pad lr..l:..‘ ol
this Agrzement. — - |

Withiz thirty (30) days after the end of each| + 3\ 3-8 AT L, (r'h;:b.l; e 55
Financie” Year, Operating Company shall submit to | .34 &l o, Skl i LR AT I P PO
the approriate exchange control authorities in the Sl Gamtor oSG e 4l Bas UL ¢ E-¢ E)"'.;

AR L : szatement, duly certified by a recognized ' LT /
firm o f zuditors, showing the funds credited to thar | el Gl CiL) 5l du‘ Oz ¢4 8 ras

atlomnt, the disbursements made out of that account Ll G s FY oyt _,.a.;l.\ LY,
and the halance outstanding at the end of the vear. i J-l 7 d

The farties hereto have heretofor entered into that | © 922 of 2wt ool 33l ] v w’uy (2]
Certain Pemoleum Concession Agreement promulgated | J*¥5 € VAVE pemd 4+ 255 gy ¢ 0 ULl
by Law 142 dated December 10, 1974, and covering | 02 ASE S Btk o a3 ye L Ll el b
A poruir: of the Western Desert of Egypt, pursuant | o,k dg,oﬁ' .;}T(i_,:-lill a_,Ji:f-)dJJ'{:J.I s izl
40 whiclk Chc?rm Cairo Company (Chevron Cairo) fg"t-*ﬂ.ﬁ .L-},'.‘JJ ':&'lfu_i_,t- Ao o rg(,_h .L_,fi i
was autlonsed as the agency for these parties on iden- R ;i_-_’ _ i._._i\.i;"ﬂ o L s L;“ U".*."‘:n vy

tical terms provisions and charter as herein contajned.
| 3 ¢ ” podmzdl - &y Oy 2]l
The officers, directors, ather personnel and offices | =2 95 W& ¢ -8 o O P O A

of Gemsy shall, as far as reasonably possible be the Ui"l;":"“ * r’*’.‘.':" ‘g{{.\ll_, ‘:{E-’“ o8 f‘ ¢ L-be
S4ne as those of Chevron Cairo in order that the M 5 by pan i - <5y ¢ aalal i
Ccost and expense to EGPC and Chevron under both | u’-"T Jd orzitwyl its SARE )y e g due 3l
agtmmu shall be minimized. Overhead and other , _P.‘T 3oy bl e lasy LSl ol iy s

|
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charges and payroll of personne]l engaged ih acuvity | b ,;,:-_:5:.'.'31 b, JRNA W ST DR NP S | AR
for both Ghevron Catro and Gemsa shall be allocated b e FURUR TG 1;’ e Ll U]
ou the basis of periodic ime studies or upon such | &7 ¥ &° & HAS Y A o3 3
other basis or bases as EGPC and Chevron may agrec, 02y g dssh] o ke GV @ S
g) N‘Dﬂlmg n this ﬂgrmmt shall be construed as ;;,Ll.u Y‘QUEL _ . Sy = e - . .
constituting any relationship to the Petroleum Concess: , A - bﬂ"a:‘ 4 ""‘3 {‘“:‘3-1"‘“-'""”' ""‘TJJ:‘: (J )
jon Agreements referred to in above paragraph (fyand | ' & 2SSl e e (5) 188} o L jledva)
cach of these Agrecments shall be treated separately | S o e (# Dy Joass A= g s
and independently in all respeas, including but not | _ad) by I} Jo loy ¢ B33 Loy ogmh
limited to royalties, taxes and the cc:-mputa:-tion of I Y LW 4 CL: Nixw Ol y Al hHEY
net profits of E.G.P.C. and Chevron respectively. A e Oasit
ARTICLE Vi1 ( LAdasln )
RECOVERY OF COSTS AND EXPENSES E—Lﬂ'}u fl-jt} oy nally Co 6 5l
AND PRODUCTION SHARING o L
@) (1) Cost Recovery Crude Oil AR el W (1) (1)

Subject to the auditing provisions under this
Agreement, CONTRACTOR shall recover all costs
and expenses in respect of all the exploration,
development and related operations under this Agre-
ement to the extent and out of Thirty (30) percent
per annum of all Crude Oil produced and saved from
gll developmeat leases hercunder and not used in petro-
leum operations. Such Crude Oll is heremnafter refer-
rea to as “Cost Recovery Crude Oil”

Such costs and expenses shall be recovered from
Cost Recovery Crude Oil in the following manner -

1) All operating expenses, incurred and paid after
Imtial Commercial Production. which for the
purposes of this Agreement shall mean the date
on which the first regular shipment is made,

shall be recoverable starting in the later of the
Tax Year mn which such expenses are mcurred

and paid or the Tax Year in which Initial |

Commercial Production occurs.

1) Exploration Expenditures, including those
accumulated prior to the commencement of
Imtial Commercial Production, which for the
purposes of this Agreement shall mean the date
on which the first regular shipment is made, shall
be recoverable at the rate of twenty (20) percent
per annum based on amortization at that rate
starting in the later of the Tax Year in which
such expenditures are incurred and paid or
the Tax Year in which Initial Commercial
Production commences.
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i) Development Expenditures, including those
accumulated pnor o the commencement of
lnitial Gommercial Production, shall be recove-
rable at the rate of wen (10) percent per
annum based on amortization at that rate
starting . thc later of the Tax Year in which
such expenditures are mcurred and paid or the
Tax Year in which Initial Commercial Production
COMMENCES.

i) To the extent that, in a Tax year, costs expeases
or expenditures recoverable per paragraphs (i), (i)
and (iu) preceding exceed the value of all Cost
Recovery Crude Oi for such Tax Year, the

excess shall be camed forward for recovery in
the next succeeding Tax Year or Years until
fully recovered ; but in no case after the term-

mation of the Agrrnnmt as to CONTRACT-
OR. |

() For the purpose of determining the classification
of all costs, expenses and expenditures for their
recovery, the following terms shall apply :

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

2. “Development Expenditures™ shall mean all
costs and expenses for Development. with the
exception of Operating Expenses.
“Operating Expenses™ shall mean all costs
expenses and expenditures made after Initial
Commercial Production for production
operations, which costs, expenses and €X-
penditures are not mormally depreciable.

(2) CONTRACTOR shall cach year take and sep-

arately dispose of all Cost Recovery Crude Ol
produced, (except as provided In sub-paragraph
(a) (3) below of this Article (VII) plus ts
share of the balance of the Crude Ol
as stipulated in paragraph (b) bclow of this
Article VII. To the extent that the valuc of
the Cost Recovery Crude Qil (as determined in

sub-paragraph (c} below)} exceeds the actual

recoverable costs and expenditures, including
any carry forward fromy paragraph (a) (1) (IV)
above, to be recovered in that vear, the value of

such excess Cost Recovery Crude Oil actually
taken and separately disposed of bv CONTRA-

CTOR shall be paid bv CONTRACTOR to
E.G.P.C. in the manner set forth in Article IV
of the Accounting Procedurc contained in
Annex “E”, and GONTRACTOR shall be
cdeemed to have purchased such excess Cost Re-
cowery Grude Onl.
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(3) E.G.P.C. shall each year have the option of

taking delivery of a quantity up to Fifty (50)
percent of the excess Cost Recovery Crude Oil,
F.O.B. the export terminal (or other delivery
point mutually agreed upon) for the purpose of

supplying any of E.G.P.C’s share of operating |

requirements for refinenes.

(b) Production Sharin P

The remaining Seventy (70) percent of the Crude

Qil, shall be taken and disposed of separately by
EGPC and CONTRACTOR in the following pro-

portions :
EGPC 80% (Eighty percent)
CONTRACTOR 20% (Twentv percent)

¢) (1) For the purposes of determining the value of

the quantity of Cost Recovery Crude O1] to
which CONTRACTOR is entitled hereunder

during each calendar semester, the weighted

average price realized i freely convertible cur-
rency from F.O B. point of export sales by either
EGPC or CONTRACTOR under-all Crude Ol
sales- contracts carrently m effect, but excluding
Crude Oil sales contracts mvolving barter.
whichever is higher, to non-affiliated companies
during such semester shall be used. It is under-
stood that in the case of C.1.F. sales, appropnate
deductions shall be made for transport and msur-
ance chargés to calculate the F.O.B. point of

export price.

(2) If during any calendar semester there are mo

such sales by ECPC or CONTRACTOR under
Crude Oil sales contracts currently in effect,
EGPC and CONTRACTOR shall meet and
mutually agree upon the price of Crude Oil to
be used in determaning the value mentioned
sub-paragraph (¢) (1) above. Pending such
mutual agreement the price used shall be the
last price determmed pursuant to sub-paragraph
(c) (1), or under this sub-paragraph (c) (2), which-
ever 1s later, and appropriate adjustment will

be made thereto after determmation of a
mutually agreed price by EGPC and
CONTRACTOR.

d) Operating Company shall prepare (not less than ninety
(90) days prior to the beginning of cach calendar
semester followmg regular production) and fumish

in writing to CONTRACTOR and EGPC a forecast |
setting out the total

guan'ity of petroleum that

Operating Company estimates can be produced, saved

T
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and transported hercunder during such calendar
semester n accordance with good oil mdustry pract-
ices. Operating Company shall  endeavour to
produce each calendar semester the forecast quantity.
The Crude Ol shall be run to storge tanks construct-
ed, mamtamed and operated according to Govem-
ment regulations, by Operating Company in which
said Crude (nl shall be metered or otherwise measur-
ed for royalty, and the other purposes required by
this Agrcement.

e} CONTRACTOR shall have the right and the obliga-

tion to separately take and export curremtly all of
the Crude Qil to which it 1s entitled as is determined
in accordance with sub-paragraphs (a) and (b) of this
Article. Subject to payment of sums due EGPC

wnder Article VI (2) {2) and 1X, CONTRACTOR
shall have the right to retain abroad all funds acquir
ed by 1t abroad including the procecds from the saie
of its share of Crude Qil exported.

ARTICLE VIII
TITLE TO ASSETS

a) EGPC shall become the owner of all assets acquired

b)

During

and owned by CONTRACTOR i conneciion with
the operations carried out by CONTRACTOR or
Operating Company in accordance with the follow-

ng :
(1) T.and shall become the property of EGPC as
soon as it is purchased.

Tide to fixed and movable assets shall be trauns-
ferred automatically and gradually from CON-
TRACTOR to EGPGC as its costs are recovered
in accordance with the provisions of Article VII;
however, the full title to fixed and movable
assets shall be transferred automatically from
CONTRACTOR. to EGPC at the end of the
year when its total cost has been recovered by
CONTRACTOR in accordance with the pro-
visons of Article VII, or at the time of termina-
tion of this Agreement, whichever first occurs,
The Pook Value of the Assets created during
each calendar year shall be communicated by
CONTRACTOR to EGPC or by Operating
Company to EGPC and CONTRACT OR within
thirty (30) days of the end of each quarter.

the term of this Agreement and the renewal

iod CONTRACTOR and Operating Cornpany
are entitled to the full use in the Agreement Area,

d other Arca ap
Ed iﬁzvablc assets.  CONTRACTOR and EGPG

dall not dispose of the same except with agreement
of the other.

(2)

oroved by EGPC, of all fixed j
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ARTICLE IX (A 50011
SIGNATURE AND PRODUCTION BONUSES GL:::Y! 7 Cj _,:'Jl 7
- 3 - s y £ il . - .
) CONTRACTOR shall pay to EGPC as a Signature | (072 + ) emdle i LoV G G (1)
Bonus the sum of Five (5) million U.S. Dollars on G; ¥ A 350 oY Al LY ) Y93 o 5 Yo
the Effecave Date. . ab &.JL' 3
b) CONTRACTOR shall pay to EGPC the sum of | ¥4 ( Yoronan ) Gt d—a TS SR AT C’Jf_ ()

‘Two (2) million U.S. Dollars as a Production Bonus | ... G‘:}' S A5G Y st LY PURCA TSR e

when total average daily production is sustained at | 1 a3 (24 EE Y F ot b ga O o ¥

the rate of fhifty thousand (50,000) barrels per day (- ) o8 s Je o35 Jors (o

for a period of thirty (30 consecutive producing | 2\ 77 0T SR d 5 Oy, e, u{
ﬂ-E'

days. e

) CONTRACTOR shall also pay to EGPC the addi- | ol e ﬁ o Vi Labof Ll A ¥ ]...a.._'f J5lell C’:“f (»)
tiomal sum of Four (4) million US. Dollars as a 15"._',. o3 sancll S LY e Y 93 (g enn. +)

Production Bonus when total average daily produc- L . PR S TN
3 J""Lf_’::‘ ‘ L.yl J.f-i:_.- L]h_..;_...f_ln-Lﬁ lef
tion is sustained at the rate of one hundred thousand lc C i d

(lmm) barrcls per day for a period of thirty (30) (f" ) C-'f)(' S e r;:n T e J-_JJ' { YT )
consccutive producing days. - ‘l:“.::‘ E.El o
@) CONTRAGTOR shall also pay to EGPC the add e i G W i L] gl s ()
tional - sum of Six (6) million U.S. Dollars as a | = - T | -
Production Bonus when total average daily produc- 4'-5:’-""&“ sAndl] .;;Lf‘:}_," ";“J}’:'" A IR TR )
tion is sustained at the rate of one hundred and fifty | »* <3 Et"}n E_J"'F b a0V ot b E‘:‘;l il

thousand (150,000) barrels per day for a period o f}:“:} S I PR R TP )L__..l'i ety wla
of thirty (30) eonsecutive producing days, :L.ﬂ Y it
A sl e n (e ) N s

¢) Both aforesaid Signature and Production Bonuses

. RN I PR R P S NI N I
shall neither be recovered mor amortized by CONT- | S AT S T s ] *’f*ﬁ.ﬂ (“)
RACTOR. - LS T L
ARTICLE X (32l ;;d_l\)

o B R L G |
OFFICE. AND SERVICE. OF NOTIGE Stk Ay 2l e

CONTRACTOR shall maintain an Office in ARE. | 47 05us¢ (& . ¢ )0 LSCda80ld,Wl g oz
at which notices shall be validly served. _ S s ) e T e ey,

The General Manager and Assistant Manager shall | |
be entrusted by CONTRACTOR with sufficient power '-:-:M—-'_‘ fl'n.f_ Al el ¢ l"""i.."” S3y ol Jyh fe 2
‘0 carry out immediately and comply with all local | - <11 2381 - | o o 2 . 1
wﬁ,ttcn directions given to him by the GOVERNMENT B ) UL'T—J:] . C. ol L.l.b ey Lk éj uE
OT Ils representative under the terms of this Agreement or | Ao 2 gmaie oo LLlay o lgee P e ‘*t:'! i oball
any lawful regulations issued or hervafter to be issued ¢ Aw b e 1L ol ’],J;,Id]' o ¢ A3l Lia
Wl_nch are applicable hereunder and not in conflict with i . }__ T .é_'. T J.SJ ¢S] i g
th-‘-’Agwmnmt. . """"L!"_}L""" Y_, 4 @EYIML‘L d&:’:hjl-ﬂ"ljaﬁ_j
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All matters and notices shall be deemed 10 be validly
served which are left at the office of the General Manag-
er or which are sent to him by registered mail to CON-
TRCTOR's office in AR.E., provided that he or one of
his authorized agents has acknowledged receipt thercof.

Notices under Article XXT should be made by an official
legal notice. -

All matters and notices shall be decmed to be
served which are left at the office of
EGPC or which are sent to him by registered mail at
EGPC’s main office in Cairo., provided that he or one

of his authorized agents has acknowledged receipt there-
of,

validly
the Chairman of

ARTICLE X1
SAVING OF PETROLEUM AND
PREVENTION OF LOSS

a} Operating Company shall take 2] proper measures,
‘according to generally accepted methods in use in the
oil mdustry to prevent loss or waste of petroieumn above
or under the ground in any form during drilling, pro- ‘
ducmg gathermng and distributing or storage opera-
ttons. The GOVERNMENT has the right to prevent ,
any operation on any well that it might reasonably
expect would result in loss or damage to the well or
the o1l field.
Upon completion of the driliing of a productive well, I
Operating Company shall mformr the GOVERN-
MENT or its repesentative of the time when the well
will be tested and the production rate ascertained. i

b)

Except in istances -where maltiple ©  producing
formationy in the same well can only be produced eco-
nomucaily through a single tubing string, Petroleum
shall not be produced from multiple oil carrying zones
through one string of tubing at he samie time, cxcept
with the prior approval of the GOVERNMENT or jts
representative.

Opcrating Company sha’] record data regarding the
quantitics of petroleurn and water produced monthly
Irom each development lease. Such data shal] he sent
to the GOVERNMENT or its representative on the
sepecial forms provided for that purpose within thirty
(30) days after it is obtained. Daily or weekly statis-
tics regarding the production from the Area shall be
available at all reasonable times for exammation by
authorized representatives of the GOVERNMTENT.
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¢) Daily dnilling records and the graphic logs of wells must |

show the quantity and type of cement and the amonnt
of any other materials used in the well for the purposes of
protecting petroleum, gas bearing or fresh water strata.

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

ARTICLE XII

CUSTOMS EXEMPTIONS |

a) EGPUL, CONTRACTOR, Opcrating Company and
their contractors and sub-contractors engaged m car-

rying on operations under this Agreement shali be

permitted to mport and shall be cxempted frony
customs duties, with respect to the importatioa of

machinery, equipment, vehicles, maternials, supplics,
consumable items, foodsmuffs and movable property
when certified by a responsible  representative of
EGPC, 10 be used solely in  carrying on operations
under this- Agreerment

b) Each expatnate employee of CONTRACTOR, and
Ope¢rating Company and the said contractors ard
sub-contractor shall be permitted to import and
shall be exempt from all customs duties with res-

pect to the reasomable importation of household

goods, items, foodstuffs and persenal effects includ-l

Ing one automobile; provided, however, that such
properties are imported for the sole use of the

employeec and s famiy and provided further, thar
no such property immported by the employee shall
be resold by him m the A.R.E. except in accordance
with GOVERNMENT regulations.

¢) The exemption provided in (a) of this Article shajl
not apply to any imported 1tems when, m the opin-
ion of E.G.P.C., items of the same, or substantially

the same kind and quality are manufactured locally
and are avatlable for purchase and timely delivery

in the ARE. at a price not higher than ten (10)

percent more than the cost of the imported item
before customs duties, but after transportation and
msurance costs have been added.

d) Any of the items imported jnto the AR.E. ecither
exempt or non-exempt from customs duties, toxes
or imposts under this Article niay be exported by

the importing party at any time without the pay-
ment of any export duty, or impost.
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¢) Used but serviceable material, equipment and goods
resulting from operations hereunder may be sold
within the A.R.E. provided that the purchasers pay
the applicable customs duties, taxes, or imposts, if
any, except if sold to an affiliated company of EGPC.

) Material, equipment and goods so damaged or used
2s to be non-serviceable and which are classified by
CONTRACTOR or Operating Company as scrap
or junk {any such CONTRACTOR’s appraisal be-
g subject to EGPC approval and any such Opera-
ting Company’s appraisal being subject to EGPC
and CONTRACTOR approval) may be sold as serap
or junked without payment of customs duties, taxcs or

Imposts.

g) In the event of such sale under sub paragraphs (e)
and (f) above, the proceeds from such sales shall be
divided in the following manner -

CONTRACTOR shall be entitled “to reimhburse-
- ment of its unrecovered cost, if any, in such mate.
r1al or equipment and the excess, if any, shall he

- paid to EGPC. | | :

i) “Customs duties”, as used herein, shall include all
duties, taxes or imposts (except those charges paid
to the GOVERNMENT for actual services renider-
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ed), which are pavable as a2 result of the importa-
tion of the item or items under consideration.

1) There shall be no license required, and CONTRACT-
OR and EGPC shall be exempted from any
duty, tax, fee or any other financial Impost in
respect of the expont of Petroleum hereunder.

7) At a reasonable time prior to the commencemen: of
Commercial  Production EGPC and CONTRA-
CTOR shall meet and agree upon a procedure for
scheduling tanker liftings from the agreed unon
pomnt of export, and shall negotiate mutually
acceptable provisions relating to the underlifting
and overlifting of production.

ARTICLE XI11I
BOOKS OF ACCOUNT : ACCOUNTING

AND PAYMENT
d) EGPC, CONTRACTOR and O
shall each maintain at their business offices in the

A.R.E. books of account, in accordance with the
Accounting Procedure in Annex “E” and accepied

perating Company
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accountmg practices gencrally used in the petroleum
mdustry, and such other books and rccords as may
be necessary to show the work performed under this
Agreement, including the amount and value of all
petroleum’ produced and saved hercunder. CON-
TRACTOR and Operating Company  shall kecp
their books of account and accounting records in
United States Dollars. Operating Company  shall
furmish to the GOVERNMENT or its representa-
tive monthly retums showing the amount of petrol-
ean produced and saved hereunder.  Suchreturns
shall bec  preparcd in the form  required by the
GOVERNMENT, or its rcpresentabve and shall
be signed by the General Manager or by the Assist-
amt Manager or a duly dewgnated deputy, and
delivered to the GOVERNMENT or its represent-
ative within thirty (30) days after the end of the
month covered m the retum.

The aforesaid books of accoumt and other hooks and
records referred to above shall be avallable at all
reasonable times for 3 tion by duly authorized
representative of the GOVERNMENT.

-y CONTRACTOR shall submit to EGPC a Profit and

loss Statement for the Calender Year not later than
March 15 of the following vear to show its net

profit or loss from the petmleum operations under
this Agreement for such vear.

CONTRACTOR shail at the same time submit
a year-end Balance Sheet for the same Calendar

Year to EGPC.

ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operatmg Company shall
prepare and, at all tames while this Agreement is in
force, maintain accurate aml current records nf its
operations in the Area hercunder. CONTRACT-
OR andfor Operating Company shabk fumish
the GOVERNMENT or its representative, in con-
formity with applicable rngulations or as the
GOVERNMENT or its representative may reason-
ably require, information and data conceming its
operations under this Agreement.

b) CONTRACTOR and/or Opcratmg Company shall

save and keep for a reasonible  period of time a
rcpresentative portion of each sample of cores and
cutting taken from drilling wells, to be disposed

of or forwarded to the GOVERNMENT or its
representative  in the marner dirccted by the
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GOVERNMENT. All saruples acquired by GON-

TRACTOR and/or Operating Company for its
own purposes shall be considered available for in-
spection at any reasonable time by the GOVERN-
MENT or its representatives.  Any such samnples
which CONTRACTOR or Operating Company
has kept for a penod of twelve (12) months without
receipt of mstructions to  forward them
GOVERNMENT or its representatives or elscwhere

te: the |

may be disposed of by CONTRACTOR or Operat-
mg Companv at its discretion.

¢) Unless otherwise agreed to by EGPC, in case of

¢) During the periocd CONTRACTOR is conducting

exporting any rock samples outside AR.E., samples
equivalent in size and quality shall, before such
exportation. be delivered to EGPC as representative

~ of the GOVERNMENT.

Ongmals of records can only Iy cxportivd with the
permussion of EGPC: providked, however, that mag-
netic tapes and any otherdata which st be
processed or apalysed outside the AR.E. may be
exported if a2 monitor or 2 comparabic record )5
mamtawmed in the AR.E. and provided that such
cxports shall be repatriated to AR.E. on the under-

standing that thev belong w EGPC. .

the exploration operations, CONTRACTOR shall

permit EGPC through EGPC’s duly autherized repre-
sentatives or cmployees to have full and com-
plete access to the Area at all reasonable times with
the right to observe the operations being conducted
and to mspect ail assets, records and data kept by
CONTRACTOR. EGPC’s representative, in exer-
cising its rights under the preceding scntence of
this paragraph ({¢), shall not interfere with
CONTRACTOR's operatiens. CONTRACTOR

shall provide EGPC with copies of any and all data I

(including, but not limited to, goological and geophy-
sical reports, logs and well surveys), information and

mterpretation of such data and other infurnmtiml‘

m CONTRACTOR’s possession. All such data

and mwformation shall be strictly confidential and
shall not be divulged bv EGPC except o affiliated
companies, or by the GOVERNMENT., without the
consent of CONTRACTOR while this Aprcement

remains 1 forcc.  However, for the purpose of
obtaining new offes the  GOVERNMENT mav

show any other party geophysical and geological
data (the age of which is not less than one year)
with respect to the Area adjacent to the Area of

such new offer.
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ARTICLE XV ©
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be respons-
ible I law towards third parties for any
ed by CONTRACTOR’s exploration operations and

shall mdemnify the GOVERNMENT and/or EGPC

agamst all damages for which it may be held liable on
account of any such operatioms.

!

ARTICLE XVI
PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVERN-
MENT shall have access to the Area covered by this

conducted thereon.

and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys,
drawings and tests for the purpose of enforcing this

Agreement.  They shall, for this purpose, be entitled 0 |

make reasonable use of the machinery and instruments
of CONTRACTOR or Operating Company on the con-
diton tha! no danger or impediment to the operations
hereunder shall arise directly or indirectly from such
use. The GOVERNMENT shall indemnify and reim-
burse CONTRACTOR or Operating Company for any
loss or damage which may in fact result from any such
ase of sad nmrachinery and instruments. Such represent-

atives shall be given reasonable assistance by the agents

and employees of CONTRACTOR or Operating Com-

panry so that none of their activities shall endanger or

hinder the safety or efficiency of the operations. CON-
TRACTOR or Operating Company shall offer such
representatives all privileges and facilities accorded to
its own employees in the field and shall provide them,
iree of charge, the use of reasonable office space and of
adequately furmnished housing while they are in the field
for the purpose of facilitating the objectives of this
Article.  Any and all information obtamed by the
GOVERNMENT or its representatives hereunder shall

be kept confidential with respect to the Area and shall
not be disclosed during the term of this Agreement with-

out the prnior wntten consent EGPC and CONTRCT-
OR.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEI,

2) It is the desire of EGPC and CONTRACTOR that
operations hereunder be conducted m 2 businest-like
and efficient manmer.

(1) The expatriate administrative, professional and |

technical personnel emploved by CONTRACT-

OR or Operating Company and the personne!

of its contractors for the conduct of the operations

hereunder, shall be granted a residence as pro-

exammne the books, registers
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combined salarics and wages of the expatriate
administrative, professional and rtechnical per-
sonnel cmployed by CONTRACTOR or Orerat-
g Company shall be paid monthly in Egvptian
Currency.  On final repatriation such personnel
shall have the nght to remit abroad m ULS.
Dol'ars or other currencies the unused portion
of Egvptian Currency in excess of twenty five
(25) porcent of such personnel’s salarv.

by CONTRACTOR znd Operaing Company shall each
sclect 1its employees and determine the nunmiber there-

of, o be used for operations hereunder.

¢) CONTRACTOR shall, after consultation with EGPC,
prepare and carry out spectalized traming programs
for all s A.R.E. cmployces engaged n operations
hereunder with respect to applicable aspects of the
pctroleum industry.  CONTRACTOR and Ovnerat-
ing Company will undertake o replace gradually
their non-cxecutive cxpatrniate  stalfs by qualibed

naticnals as they are available.

d) During the period when CONTRACTOR is conduct:
ing Exploration, CONTRACTOR shall gtve mutually
agreed rumbers of EGPC employees an opportunity
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to attend and participate in CONTRACTOR's and

CONTRACTORs affiliate training programs relat-

ing to exploration and development opcrations.

ARTICLE XVIII

el 4 Wl G L el s

(S_,.L:' el P e )

LAWS AND REGULATIONS

z) CONTRACTOR and Operating Company shall be
bound by Law No. 66 of 1953 as amended by Law

No. 86 of 1956 and the regulation issucd for the
implcmentation thercof, including the regulations for
the safe and efficient performance of operations car-
ried out for the execution of this Agreement and for
the conservation of the petroleum resources of the |
A.R.E., provided that such Jaws or regulations, modi-
fication or interpretation thereof shall not be contrary
to or inconsistent ‘with the provisions of this Agree-

ment.

b} EGPC and CONTRACTOR shall he exempted frow
all taxed except as provided in Article 11T paragraph

(f) for inome taxcs, with respect to the extracting,
sroducing, exnorting or transporting of Pctoleum
hereunder. CONTRACTOR shall also be exempted

from: any tax on capi wl.
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¢) Therights and obligations of EGPC and CONTRACT-

OR under, and for the effective term of this Agree-
ment, shall be govemed by and in accordance with
the provisions of this Agreement and can only be
aitered or amended by the mutual agrecment of the
said contracting parties.

d) The contractors and sub-contractors of CONTRA-

a) In case national emergency due to war or imminent

CTOR and Operating Company shall be subject to
the provisions of this Agreement which affect them:.
They shall also be bound by al} regulations which are
duly issucd by the GOVERNMENT from time to
time,

ARTICLE XIX

RIGHT OF REQUISITION

expectation of war or mtemal causes, the GOVERN-

1AV e o8 vy S G A sl

F

|

|

MENT may requisition all or a parr of the production
trom the Arca obtained hereunder and require Opera-
ung Company to mcrease such production to the ut-
most - posstble maximum. The GOVERNMENT
may also requisition the ol field itself and, if necessary,
related facilities. '

b) In all cases, such requisition shall not be effected ex-

cept after mviting EGPC and CONTRACTOR or
their representative by registered letter, with acknow-
ledgement = of receipt, o express their views with
respect o such requisition.

¢; The requisition of production shall be eHected by Mini-

steria] Order. Any requisition of the oil field itself
or any related facilities, shall be effected by a Presi-
dential Decree duly notified to EGPC and CON-
TRACTOR.

In the event of any requisition as provided above, the
GOVERNMENT shall mdemnify m full EGPC and
CONTRACTOR for the period dunng which the
requisition 1s maintained, including : _

|

—

(I} All damages which result from such requisition.

(2) Full payment each month for all petroleum
extracted by the GOVERNMENT' less the
royalty share of such oil. |

F

However, any damage resulting from enemy attack |
1s not within the meanmg of this sub - paragraph {d).
Payment hereunder shall be made to CONTRACT-
OR in US. Dollars remittable abroad. The price
paid to CONTRACTOR for petroleum taken shall
be calculated m accordance with Article VIl para-

graph {c}.
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ARTICLE XX
LT
 ASSIGNMENT (02455008
a) Either BGPC or CONTRAUCTOR shall be engitled to , Jsll

assign 1ts rights, privilegis, duties and obligations un-
der this Agrecment. provided that :

(1) The assignor shall remain jointly and severally
hable with the assigne for the p{:'rfﬂrmnﬂ of
the obligations and luiics of the asvignor here:-
under.

(@) The GOVERNMENT approval to the assign- |
ment shall be first chtamned.

(3) The instrument of as tzment must includ- Pro-
VIsSions stating prociscly .h:*t the asignee is bound
by alt terms amd provicions contained 3 this
Agreement and anv modififatimm or additions in
writing that up t, such time mav have bren
made. A drafi of such instrument of assign- |
ment shall be sulmived io the GOVERNMENT
for review aned approval hefore heing formally.

exectited,
(4) The obligation of the assiguor arismg from this
Agreement must have been diiv fulfilled as of the
date such request 1s magle:.

[

b) Any assipnment made pursmint 1o the provisions of
- this Article shaill be free of any tansfer or redated |

taxes, chargex or fces.
¢) Notwithstanding the above. Chevron may assin an

undivided fifty (50)-per ccnt of all its rights and oblig:
ations hereunder to Texaco Iniemational Petroleum
Company or to an affiliatc thereof. |

ARTICLE -XXI
BREACH OF AGREEMENT AND
- POWER TO CANCEL
2) The GOVERNMENT skl have the right to cancel

this Agreement by Order or Fresidential Decree, with |
respect to CONTRACTOR, in the i'«:irllcrv.».-"ingI

Mstances -
1.  If it knowingly has submitted any false statements |

to the GOVERNMENT which, were of a mater- ;
ia} consideration for the exccution of this Agree- .

mcni.

2. If it assigns anv interest hereunder contrary to the
provisions of Article XX hereof; J[

3. If it is adjudicated bankrupt by a court of conp-
ctene jurisdiction.
4. Tf it does not comply  with any final decision

reached as the resnlt of count proceedings con- |
ducted under Article XX]| II paragraph (a) here-

under; |
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5. 1f it mtentionally extracts any mineral other than
Petroleum not authonzed by this Agreernent or
without the authornty of the GOVERNMENT
except such extrachions as may be unavoidable as
the result of operations conducted hereunder in
accordance with accepted petroleum industry
practice and which shall be notified to the
GOVERNMENT or its representative as soon

as possible; and

6. If i1t commits 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 do
not expressly contradict with the prowvisions of
this Agreement. Such cancellation shall take
place without prejudice to any rights which may
have accured to the GOVERNMENT against
CONTRACTOR in accordance with the provis-
ions of this Agreement; and, in the event of such
cancellation, CONTRACTOR shall have the
right to remove from the Area all 1its personal

property.

b} If the GOVERNMENT deems that one of the afore-

said causes {other than a force majeure cause referred
to iIn Article XXIT hereof) exists to cancel this Agree-

ment, the GOVERNMENT shal] give CONTRACT-

OR ninety (90) days written notice personally
served on CONTRACTOR’s General Manager in the
legally official manner and receipt of which 1s ac-
knowledged by him or by his Jegal agents, to remedy
and remove such cause; but if for any reason such
service is impossible due to unnotified change of ad-
dress, publication in the Officaal Journal of the GOV-
ERNMENT of such notice shall be considered as
validly served vpon CONTRACTOR. If at the end
of the said ninety (30) days notice penod such cause
has not beem remedied and removed, this Agreement
may be cancelled forthwith by Order or Presidential
Decree as aforesaid, provided, however, that if such
cause, or the failure to remedy or remove such cause,

results from any act or ommission of one party, can- |

cellation of this Agreement shall be effective only as
against that party and not as aganst the other

party hereto.

¢) CONTRACTOR shall be allowed to remove their

belongings from the Area of any lease cancelled here-
under after setthing all claims due to the GOVERN-

. 'MENT.

ARTICLE XXII
FORCE MAJEURE

»
f) The pon-performance or delay in performance by
*° EGpC and CONTRACTOR, or either of them, of
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any obhgation under this Agreement shall be excused
if, and to the extent that, such non-performance or
delay is caused by force majeure. The period of
any such non-performance or delay, together with
such period as may be necessary for the restoration
of any damage done during such delay, shall be added
to the time given in this Agreement for the perform-
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ance of such obligation and for the performmance of vl { sk -6, ¢ AW Lx‘. A TR |PRENT

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

b) “Force Majeure”, within the meaning of this Article

X XII, shall be any event beyond the reasonable con-
trol of the party pretending to be affeted by such
event.

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

otherwise prowvided for herein, the GOVERNMFENT
shall Incur no responsibility whatspever to EGPC and
CONTRACTOR, or ¢ither of them for any damages,
restrictions or loss arising in consequence of such case
of force majeure, except a force majeure caused by
the order, regulations or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGPYT.

However, the GOVERNMENT shall incur no res-
ponsibility  whatsgever to EGPC and CONTRAG
TOR if such order,.regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF
EGYPT results from a force majeure situation or

which is rnade for the purpose of saving of petroleum

or prevention of loss as provided under the provisions |

of Article XI thereof.

ARTICLE XXIII
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT
and the parties hereto with respect to the interpreta-
tion, application or execution of this Agreement, shall
be referred to the junsdiction of the appropriate
AR.E. Courts and shall be finally settled by such
courts. -

b Any dispute ansing between CONTRACTOR and

EGPC in connection with the present Agreement shall
be finally settled by arbitration. ‘The arbitration shall
be held in Pans, France, and conducted m accordance
with the Rules of Conciiation and Arbitration of
the International Chamber of Commerce. In the
event of no provisions being made in these Rules in
certain cases, the Arbitrators shall establish their own
procedures.
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¢) The arbitration shall be mitiated by cither party giv-
mg motice to the other party that it elects to refer
the dispute to arbitration and that such party (hevcin-

after referred to as the First Party} has appomted

an Arbitrator who shall be identified in said notice.
The other party (hereinafter referred to as the Second
Party), within fiftcen (15) days, shall notify First
Party in writing, identifying the Arbitrator that it
has sedected.

d) 1f the Second Party does not appoint its Arbitrator as
aforesaid, the First Party shall have the right to apply
to  the Court of Arbitration of the Intermational
Chamber of Commerce to appoint 2 second arbitrator.
The two arbitrators, shall, within thirty (30) days,
select a third Arbitrator, failing which the third
Arbitrator shall be appointed by the Court of Arbi-
tration of the International Chamber of Commerce at
the request of either partv.

¢) The third Arbitrator must be a citizen of 2 cuuntry
other than the ARE. or the USA and a
country which has diplomatic relations with both
the A.R.E. and the USA and shall have no economic
mterest i the oil business of the ARE. or the USA
nor the signatorics hereto. .

The parties shall extend to the Arbitration Board all
faclides (induding access to the petroleum  opera-
tons) for obtaining ‘any information requured for the
proper determination of the dispute.  The absence or
default of any party to the arbitration shall not be
permitted to prevent or hinder the arbitration proce-
dure in any or all of its stages. |

/)

&) ‘Pending the decision or award, the operations or activ-
ities which have give risc to the arbitration need
not be discontinued. In the event the decision or
award recognizes that the complaint was Justified,
Provision may be made therein for such reparation as
May appropnately be made in favour of the com

t

k) Judgement in the award rendered may be entered in
any Court having jurisdiction and application may
be made in such Court for a Judicial acceptance of
thcawardmdmorﬂﬂ'nfmfcm:mmt,asthccasc
may be,

) The parties desire that wherever appropriate, dea-
sions and awards shall specify a time for compliance

I); The Provisions of this Agreement relating to arbitra-

Gon shali continue in  force notwithstanding the

‘““Tmination of this Agreement.
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k) PRINCIPLES OF GOODWILY. — The signatories

2)

b)

hase thenr relatons with respect to this Agrectient
on the principles of goodwill and good faith. 7Tak-
mg mto account their different nationalities, this
Agreement for such arbiration shall be given cffect
and shall be mterpreted and applied in conformity
with prindples of law common to the A.R.E. and
the USA and in the absence of such common princi-
ples, then in conformity with the primciples of law
normally recognzzed by civilized nations in general,
mcluding those which have been applied by Interma-
tional Tribunals.

ARTICLE XXIV
STATUS OF PARTIES

The nghts, duties, obligations and liabilities i re-
spect of EGPC and CONTRACTOR. hereunder shall
be several and not joint or collective, it being
understood that this Agreement shall not be constru-
ecd as constituting an association oOr corporation.

Chevron shall be subject to the laws of the State of
Delaware, U.S A, regarding its legal status or creation,
organzation, charter and by-laws, sharcholding and
ownership. CONTRACTOR’s shafes of capital
which are entirely held abroad shall not be negotiable
m the ARE. and shall not be offered for public
subscription.  CONTRACTOR shall be exempted
from the application of Law No. 26 of 1954 25 amend-
ed, and law No. 9 of 1964 as amended.

ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY

MANUFACTURED MATERIAL

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

Give prionty to local contractors as long as their
prices and performance are comparable with inter-
mational prices and performance. CONTRACTOR
and Operating Company shall, however, subject to
the precedmg sentence, be exempted from the provis-
10ns of Presidential Decree No. 1868 of 1974 as amen-

b} Give preference to locally mamufactured material,

equipment, machinery and consumables so long as
their quality and time of. delivery are comparable
to mtemationally available materials, equipment,
machinery and consumables. However, such mate-
rials, equpment, machinery and consumables may
be imported for operations conducted hereunder if
the local price of such items at CONTRACTORs
or Operating Company’s operating base in A R.E.
1s more than ten (10) percent higher than the price
of such imported items before customs duties, but
after transportation and msurance costs have heen
added.
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\RTICLE XXVI
ARABIC TEIIT

The Arabic version of this Agrecement shall, before
the Courts of AR.E. be referred to in construing or inter-
preting this Agreement; provided, however, that in any
arbitration pursuant to Article XXIII hereabove between
EGPC and CONTRACTOR the English version shall
also be used to construe or interpret the Agreement.

ARTICLE XXVII1
GAS

If Gas is produced or is capable of being produced

from the Area, EGPC and CONTRACTOR shall study
all possible cconomic alternatives for its use and decide

on the best altemative for EGPC and CONTRACTOR
jomtly. The cost and expenses in the field of produc-

ing non-associated gas shall be recovered in aecordance
with the Cost Recovery principles of Article VII. Pro-

duction Sharmng principles of Article VII shall apply to

the value of associated and non-associated gas if sold
for export and not used in operations, flared or re-mject-
cd. However, any Gas not exported outside AR.E. in
a liquud or solid state, or not used in operations, (includ-
mg re-mnjection), shall remain the property of the State
and shall be at the free disposal of EGPC at no cost.

ARTICLE XXVII1
GENERAL

The headings or titles to each of the Articles to this
Agrecment arc solely for the convenience of the parties
hereto and shall not be used with to the mter
pretation or construction of said Articles

ARTICLE XXIX
APPROVAL OF THE A.RE. GOVERNMENT

This Agreement shall not be binding upon any of the
parties hereto unless and wnti! 2 law is issqed by the

competent  authorities of the ARE., authorising the
Minister of Petroleum to sign said Agreement and giving

this Agreement full force and effect of faw notwithstand-
Mg any countervailing governmental enactment and the

is signed by the GOVERNMENT, EGPC
and CONTRACTOR.

T T ———
([ Og ~oally L iaLL))

qj.Jlua;Jl

e,y Lalesyh AR ai S Al BEYLA 0 ol

N 3 T e L2 M e by )
WLy p2ally A jad Uy plabt i sl o SE 6l y
by B e e Lol e, 5y e o 1y

( t:bful) 1&:[-—“ Y )
St

LY\ LI+ L VROV Y e l:c,_...aijjl;ﬂé:“jl
Ol s ¢ Al Y RSO AY) Sy i ol g 12,
TSY Slady iy pen e oy Ly sty g )
UV 3 83 )\ M RS a7t e\ iy 3y ol il
de B dall Gal W el (51 sl g, 2l
O p5os s g toad o ] oLl 2y oLk g
P e A S PR ENFI [t PRI
Sl g pia ¥ I le T gl 60 (C“:'C) S
B oS0l e (i o] 5 ey ik ey g,y
A TR B R PYE EE e Y1

———-—

( O poally L1 5510 )
Cilay?

Dl:ril_._ilé."ﬂ\..'u -‘IIJ—'QJIJL-Lﬁ'J 1"}-;’_9“;}_,&,.]] TR

( .:)_,f‘-n.“_, [P L R )

TR Phy (t L. E) S sbed
Ny e VUM e b 6 Ll i i gy
AL I 2 e ) die d 1 o0 s
AL ST e s, ), ),

| W e (g U e L

: JJL‘“IJ 1""—".;“_: Lﬂll_y



39

ARTICLE XXX
ASSIGNMENT TO GPC

a}) Without prejudice to EGPCs nghts as representative
of the Government, EGPC, in its capacity as holder
of this Concession Agreement and of a certain Conces-
sion Agrecment promulgated by Law No. 142 of 1974,
assigns to the General Petroleum Company the rights
t0 and the obligations of the following :

1) All the economic interests under this Agrecrmment

AW 4 U vy F a0 A e s,

(0550 35U
LW ] 3k
OB ¢ LS8 oS Teasll Gyiz ) e me (1)
LIS oda 3V Lt il Liar Gl
SN cyave adigy 5,050 5,500 1)
2 LW g e 0, 18 LD

including the management and participation in | BN . (52 -"_-’L‘-:wl tl-ﬂ“ o=

the Operating Company referred to under this
Agreement.

i} The management and participation m the mann-

er indicated in Article VIII of Annex “D” of |

this Agreementin the Operating Company refer-
red to m Article VI and Annex “E” of the Clon-
cession Agreement promulgated by Law No. 147
of 1974.

b) Without prejudice to Article XX of this Agreement
the above referred to assignment to GPC shall not in-
clude the following :

1) Signature and production bonuses pursuant to
_ Art. IX of this Agreement.

#) The right of approval with respect to the explora-
tion Work Programs and Budgets referred to in
Art. IV of this Agreement.

tit) The Letter of Guaranty set forth in Art. II and
Annex “C” of this Agreement,
ARAB REPUBLIC OF EGYPT
BY : |

EGYPTIAN GENERAL PETROLEUM CORPORA-

1 ION
BY :

GENERAIL. PETROLEUM COMPANY
BY : '

CHEVRON OIL OF EGYPT COMPANY.
BY :
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ANNEX “A”

DESCRIPTION OF THE AREA

Annex “B is 2 map of the Scale 1 : 500,000 including
the Area covered and affected by this Agreement,

This Area measures approximately 700 kms™ and.1s com-
posed of ajl or part of 11 Exploration Blocks, cach complete
block of which is six {6} minutes Jatitucle by six (6) minutes
longitude, approximatdy one hundred (lﬂﬂ) kms® of sur-

l’acc Area, more or less.

It is to be noted that the déiineation lines of the individ-
ual exploration, blocks it Ammex “B” are intended to be
only illustrative and provisional and do not show accurately
-~ their true position in relation to cxisting monuments and
geographical features.

The Area is bounded by a group of straight Lines, except
where the high water line of the western shore of the Gulf
of Suez 18 composing connection between any two

pomts theren. ,

Coordmates of the comer points of the Arca are given

m the following table, which forms an integral part of |
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Letter of guaranty No. - - Cairo

Egyptian General Petroleun Corporztion

Gentlemen,

The Uadersigned, Misr Bank Cairo, as Guarantor, here-
by guarastecs to the Egyptian General Petroleum Corp-
oration (hereinafter referred to as EGPC) to the hmit
of Ten Million (1000,000) Dollars in U.S. Currency the
performance by Chevron (hereinafter referred to as CON-
TRACTOR) of its obligations required for exploration
operations to spend a minimum of Tén Million (10,000,000
U.S. Dollars during the initfial Three (3) years of the
exploration period under Article IV of that certain con-
cession Agreement (herenafter referred to as the “Agree-
ment”) covering that Area described in Annexes “A” and
“B” of said Agreement, by and between the Arab Republic

of Egypt (heremafter referred to as “A.R.E.”), EGPC and

CONTRACTOR, dated -

It is Lndcrsfﬂod that this Guaranty and the Lability of
the Guarantor bereunder shall be reduced quarterly, dur-
ing the period of oxpenditure of said Ten Million
(10,000,000) U.S. Dollars by the amount of moncy expend-
ed by CONTRACTOR for such exploration operations
during each such quarter. Each such reduction shall be
established by the joint written statement of EGPC and
CONTRACTOR.

In the event of 2 claim by EGPC of non-performance
or surrender of the Agreement on the part of CONTRAC-
TOR prior to the fulfilment of said minimum expenditure
obligation under Article TV of this Agreemant there shall
be no liability on the undersigned Guarantor for payment
to EGPC unless and untit such hability has been establish-
cd by written statement of EGPC  sckting forth the

amount' due under the Agrecment.
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1t 15 4 further condition of this Letter of Guaranty that : : Ll s Gl s g LA

Ly ThichttcrnfGtHrantywillbc:cmmavaﬂablcml e s e
provided that the Guarantor will have been informy | G 51 W dondll A6 Hs gl s e Y ()
c:mwritingbyCONTRA.CI'DRandEGPCﬂmtﬂm Jaldld - LSV AL 1L st - AR E
z‘“kgrt.jcmt,'llt between CONTRACTOR, AR.E. and 5 a SN0 gl A oL [,“p—i oAl
EGPC has become cffective according to its terms, L,—_E.'l_ﬁ_,]‘ 2 saill lad 3 L. wil__._;,ll_,(&_ ;- C.)-’

and s?jd Guaranty shall become effective on  the . : -
Effective Date of said Agreement, | 28 A Ll ob ?_’-J‘; S I R Y PR i,
|
2)  This Letter of Guaranty shall, in any event, automati- IRV r g
This Leer o ty y ey ati-| b W Gl s o Sl sl ey ( v)
@) Three (3) years and six (6) months after the date | . | n . 235 [ 29 Ty i (1) 3K (1)

it becomes effective, or

b) .;_nt such tunw as the wtal of the amounts shown I N T S L . |
on quarterly joint statements of EGPC and CON. C) AN 0 LT B et e L ()
TRACTOR equals or cxceeds the amount of said WAL Sl a0 bt 35 220 4 g

minimum expenditure obligation. -
. A op by ) YL AN

whichever iy carlier. + :
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3}  Consequently, any claim in respect thereof should ‘ o _ |
be made t the Guarantor prior to cither of said | ;,-LEJU!,f-kia' Ol aL:J\Ludi,J&, ra o JUL (\-)
cxpiration date at the latest accompanied by EGPCs . . L D r e i
written statement, setting forth the amount of under ik d eas A J¢ Ulc_"‘n ol *Lf‘lé-"f J* s! J$
expenditure by CONTRACTOR to the cffccf that : | :elagey It} ddde ‘1 ] &_u 46 302 Lol e Gl

a) CONTRACTOR has failed to peform its ex
penditure obligations referre to in this Guaranty, | ., ¥\l via 411 L2103l SUISL s Ll 5 (1)
and -

()) CONTRACTOR has failed to pay the expenditure ., T TV
deficiency to EGPC. - Al i pall o sl i & 14V ()

We declare that on issung tus Guaranty we did not L et yen . w - L
exceed the limit of total guaranties which we are entitled | 6% (! ikl g38 e 5508 JTNGD L o) Y i
to issue asda;:; Ministry of Economy’s l;:g:;n* Nf:r. & 3 (") aLazil )5, '-f‘kr“:*’:'ﬁ_l"-!‘“i S

Please return to us this Letter of Guaranty in the

cvent it does not become cifective, or upon the expiry ""‘JIEJL‘@";(‘B! y L—-:nu*uwuma-hlnll.-)l_,
date. _
| . L1
Yours faithfully, - .:_1_,
For the Misr Bank Cairo O AEL s P
.J"Lu ; ._,..Ml

Accmmtanf Manager
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ANNEX “D”

CHARTER OF

GEMSA PETROLEUM COMPANY

ARTICLE 1

A jomt stock company having the mationality of the
ARAB REPUBLIC OF EGYPT shall be formed with
the authonzation of the GOVERNMENT m accordance

with the provisions of the Agreement referred to below
and of this Charter,

The Company shall be subject to all laws and regula--
tons mn force m the AR.E., to the extent that such jaws
and regulations are not inconsistent with the provisions
of this Charter and the Agreement referred to below.

ARTICLE 11

The name of the Company is “GEMSA PETRO-
LEUM COMPANY™ abbreviated as Gemsa”.

ARTICLE 111

The Head Office of Geimsa shall be in Cairo in the
ARE.

ARTICLE 1V

The object of Gemsa is to act as the agency through
which EGPC and Chevron carry out and conduct the
Development operations required in accordance with the
provisions of Agreement signed on -
by and between the ARAB REPUBLIC OF EGYPT the
EGYPTIAN GENERAL PETROLEUM CORPORA-
TION and CHEVRON OIL COMPANY OF EGYPT

covering petroleum operations in Gemsa Area described
therein.

Gemsa shall also be the agency to carry out and con-

dl}t’f exploration operationg after the date of Commercial
glsccwm purusant to Chevron’s Work Program and
udget approved in accordance with the Agrecment.

Gemsa shall keep account of all costs, expenses and

Sxpenditures for spch operations under the terms of the |
Agreement and Anmnex “E> thereto.
Gemsa shali not en

any activity beyond gage m any business or undertake

the performance of said operations.
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ARTICLE V

The authorized capital of Gemsa is fwenty thousand
pounds Egyptian (L.E. 20,000) divided nto five thousand

ty

~

(Awelhl il
d_fﬂ#‘-_&ﬁ:(f-"*. .)Jia_’_;“:pf"'{ LJA’:} i® 1...-..?‘.‘:" L'}Lt.-Lg

(5000) shares of common stock with a value of four pounds | el Ssi 3Ll (000 ) YT )

Egyptian (L.E. 4} per share having equal voting rights,
fully paid up and non-assessable.

EGPC and CHEVRON shall each pay for, hold and
own, throughout the life of Gemsa referred o above one
half (4%) of the capital stock of Gemsa provided

ATy BB B it par i () Tl 5 0

T

Ry - ey 508y Oty Ll e e
G CLn J ol 2 (i) b Ly

that only in the cvent that either party should transfer or St ol b g sy Lr:‘ it (s W ol pril &;.
assign parter all its nghts, title or mterest in the entirety of q_bu‘ o ! 15 b P WJT AP W}&

that Agreement, may such transferring or assigning party | 4. JT

transfer or assign any of the capital stock of Gemsa and, in
that event, such translerring or assigning party {and Its

successors and assigns) must transfer and assign a sio
interest iIn Gemsa equal to the transferred or assigned
percentage of ownership inicrest in the entircty of the
Agreement referred to.

ARTICLE VI

Gemsa shall not own any right, title, interest or estate in
or under the Agreement or in any development lease crea-
ted thereunder or in any of the petroleum produced from
any exploration block or development lease area thereunder

or in any of the assets, equipment or other property
obtained or used in comnection therewith, and shall not

be obligated as a principal for the financing or perfonmance
of any of the dutics or obligations of ather E.G.P.C. or

Chevron under the Ageement.  Gemsa shall not make any
profit from any source whatever.

ARTICLE VII

Gemsa shall be no more than an agent lor EG.P.C. i

anid Chevron. Whenever it is indicated herein that
Gemsa shall decide, take action or make a proposal and

the like, it is understood that such deasion er judgement
is the result of the decision or Judgement of Chevron or
E.G.P.C. and Chevron, as may be required by the Agree-

ment.
ARTICLE VIII

Gemsa shall have a board of Directors consisting of
eight {8) members, four (4) of whom shall be designated
by E.G.P.C. from among the General Petroleum Com-
pany personnel to be Joaned for the purpose and the other
four (4) by Chevron. The Chairman shall be designated
by E.G-PC. and shall also be a Managmg Director.
Chevron shall designate the General Manager who shall

aiso be a Managing Director. i
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E.GP.C. and Chevron shall each be entitled at any
time, by its own decsion, and in the manner indicated
n the above paragraph, to ;d the membership of all or
any of its representatives on Gemsa’s Board of Directors
and to designate other members in the positions vacated.

ARTICLE 1X
Meetings of the Board of Directors shall be valid i 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
by another Director.

|

. ARTICLE X
General meetings of the sharcholders shall be valid if

a maponty ol the capital stock of Gemsa is re-

presented thereat. Any decisions taken at such mcetings |

must have the affirmative vite of shareholders owning or
representing @ majonity of the capital stock.

ARTICLE X1I |

The Board of Directors shall approve the regulations
covering the terms and condifions of employment of the
personnel of Gemsa cmployed directly by Gemsa, and
not assigned thereto by Chevron Oil Company of Egvpt
and E.G.P.C,

The Board shall, in duc course, draw up the By-Laws
7f Gemss 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

Gemsa shall come mio existence within thirty (30) davs
after the date of Commencal Discovery as provided for |

in the Agreement.

The durabon of Gemsa shall be for a period equal to
the durason of the said Agreement,

It shall be wound up and liquidated if the Agrecment |
referred to above Is terminated for any reason as provided
for therem. : - !
EGYPTIAN GENERAL PETROLEUM CORPORA. |
TION

BY - S _
- GENERAL PETROLEUM COMPANY
BY : - -

CHEVRON OIL COMPANY OF EGYPT |
BY - - y
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VARSI LT I (S N WRT

ACCOUNTING PROCEDURF.
ARTICLE 1
GENERAL PROVISIONS

Definitions -

The definitions contained in Article I of the Con-
cession Agreement shall apply to this Accounting Pro-
ccdure and have the same mecaning.  Certain

accountmg terms herein used are defined as follows :

(1) “Agreement” means the Concession Agreement
of which this Annex is a part.

(2) “Non-Operator” means the parties to the Agree-
ment othee than CONTRACTOR when jt is
performing work.

Statements of Activity : _-

A. CONTRACTOR or Opcraung  Company, as
the case may be, shall, pursuant to Artide IV
of the Agreement, render to Non-Operator
within thirty. (30) days of the end of each
quarter 2 Statement of Exploration Activity ref-
lecting all charges and credits« related to Explora-
hon operations for that quarter summarized by
appropriate classifications indicative of the
nature thereof.

Operating Company shall render to EGPC
and CONTRACTOR within Twenty Five (25)
days of the end of each month a Statement of
Development Activity reflecting all charges and
credits related to the Development operations

for that month summarized by appropriate
dassifications indicative of the nature thereof

except that items of controllable material and
unusual charges and credits shall be detailed.

Adusiments and Audits :

A. Each Statement of Exploration Activity shall
conclusively be presumed to be true and correct
after three (3) months following the receipt of
cach statement by EGPC unless within the said
three (3) months EGPC takes written exception
thereto pursuant to Article IV (f) of the Agree-
ment.  During said three (3) months period
supporting documents will be available for
mspection by EGPC during all working hours.
CONTRACTOR will have the same audit rights
on Operating Company statements as EGPC

under this sub-paragraph. |
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B. Al statements of Acuvity for Developmen: for
any Calendar Year shall conclusively be presum-
ed to be true and correct twenty-four (24)
months following the end of any such year unless
withn the said twenty-four (24) months period

EGPC or CONTRACTOR takes written except- |

1on thereto. Pending expirauon of said twenty-
four (24) months EGPC or CONTRACTOR.
or both of them shall have the nght to
audit Operating Companv accounts, records
and supporting documents for such year in the
same manner as provided in Artide IV (f) of

the Agreement.

Cur ency. Exchange

CONTRACTOR’s books for Exploration and
Operating Company books fur Developmont and
Exploration, if any, shall’ be kept in the ARE. in
US. Dollars. All US. Dollar expenditures shall
be charged in the amxamt expended. All Egyptian
Pounds expenditures shall be translated to U.S. Dollars
at the official buying rate of exchange issued by the
Central Bank of Egypt on the first day of the month
m which expenditures are recorded, and all other
non-U.S. Dollar expenditures shall be translated to
U.S. Doliars at the buying rate of exchange for such
currency as quoted by National Westminster Bank
Limited, London, at 10 : 30 a. m. GM.T,
on the first day of the month in which ex-
penditures 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.

Precedence of Documenis ;

In the cvent of anv mcomsistency or  conflict
between the provisions of this Accounting Procedurc
and the provisions of the Agreemont treating the
same subject differently, then the provisions of the
Agreement shall prevail.

Revisions of Accounting Procedure
By mutual * agreement between EGPC and
CONTRACTOR, this Accounting Procedure may

be revised from time to time in the light of future
arrangements.

Neo Charge for Interest on Invesiment :

Interest on Investment shall not, at any time, be
charged as recoverable cost under the Agreement.

|
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ARTICLE 11

COSTS, EXPENSES AND EXFPENDITURES

Subject to the provisions of the Agrecment, CONT-
RACTOR shall

" Operating Company, pay the following costs and expenses,

alone bear and, directly or through

which costs and expenses shall be classified and treated in
accordance with Article VII of the Agreement.

3

Surface Rights -

ALl direct cost attributable to the  acquisition,
rericwal or relinquishment of surface nights acqured

an:i mamtained 1 force for the Area.
Labour -
A. Salanes and  wages of CONTRACTOR's or

Opcrating Company’s employees, as the case
niav be, drectly engaged in the various activities
under the Agreermnent including salaries and

waizes paid to gm‘ngists and other employees |
wha are temporari'y ﬂSﬂlfmtd to and employed in

such activites.

B. Cost of Iiving and housing allowances, and other
custom.ary allowances applicable to salaries and
wagey of expatnate employces chargeable under
sub-paragraph 2.A and paragraphs 9, 11.A and
1. C of this Article 11. Paid Bonuses, overtime
and other customary allowances applicable to
salaries and wages of national employees charge-
able under the same sub-paragraph 2, A, para-

graph 9 and sub-paragraphs 11. A and 11. C
of this Article 11.

C. Cost of exponditures or contributions made
pursuant to law or assessments imposed by
govemnmental authority which are applicable to

labour cost of salavics and wages as provided
undcr sub-paragraphs 2. A, 2. B and Paragraphs

9, 11. A and 11. C of this Articde II.
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Employees Benefits : ) Dl L.
Cost of cstablished plans for employees group life | L) L 1o UM ool 201 Bl LY
insorance, hospitalization, pension, retirement, stock ‘o dr SU] o K fu 46

purchase, thrift, and other benefits of z like mature
which are applicable to labour cost of salaries and
wages of expatriate employees, and for natioral
ernployees, all as chargeable under sub-paragraph
2.A and Paragraphs 9, 11.A and 11.C of this Article
II. Severance pay will be charged at a fixed rate
applied to payrolls which will equal an amount

equivalent to the maximum lbility for severance
payments as requuired under the A.R.E. Labour law.

Maderial :

Material, eguipment and supplies purchased or
fumished as such by CONTRACTOR or Operating
Company.

A, Pu}ch_a.m

Material, equipment and supplies purchased
shall be at price paid by CONTRACTOR or
Operating Company after deduction of all dis-
county actually received.

B. Material Furnished by CONTRACTOR :
Matenal required for operations shall be
purchased directly whenever praticable, except
that CONTRACT(OR may furnish such material
from CONTRACTOR s affiliates stocks outside
the A.R.E. under the following conditions :

(1) New Material (Condition “A™)

New material transferred from CON-
TRACTOR’s affiliates warchouse or other
properties shall be priced at cost, provided
that the cost of material supplied is no higher

than intemational prices for material of |

similar quality supplied on similar terms
prevaiing at the time such matenal was
supplied. |

(2) Used Material (Condition “B” and *“C”)

(a) Material which is in sound and serviceable
eomdition and 1s suitable for re-use without
reconditioning shall be classed as Con-
diton “B” and priced at seventy-five
percent. (75 %) of the price of new
material.

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

|
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(c) Material which cannot be classified as
Condition “B” or Condition “C* shall
be priced at a value commensurate with

s use

(d) Tanks, buildings and other equipment
mvolving erection costs shall be charged
at applicable percentage of knocked-down
new price.

C. Warranty of Materials Furnished by CON-
TRACTOR
CONTRACTOR docs not warrant the material
furmished beyond or back of the dealer’s or
manufactures’s guaranty; and in ¢ase of defective
matertal, credit shall not be recorded until
adjustment has been received by CONTRACT-
OR from-manufacturers or their agents,

Transportation :

Transportation of employees, cquipment, matena's
and supplies necessary for the conduct of activities.
Employees transportation costs to the extent covered
by established policy of CONTRACTOR or Opera-
ting Company, will include travel expenses for employ-

ees and their families to and from the employees’ |

point of origin at the time of employment, at time of
separation and for vacations, and travelling expenscs
for employees and their families incurred as a2 result
of transfer from one location to another, -Trans-
portation costs for employees and ther families
incurred as a result of tvansfer from one location to
another.  Transpertation costs for employees and
their families from A.R.E. to another location than
point of origin shall not be charged o AR.E.
operations. ‘

Services

A. Outside seruices :

The cost of consultants, contract services and
utilities procured from third parties.

B. Cost of services performed by EGPGC or by
CONTRACTOR or their Affiliated Companies
in facilities inside or outside the A.R.E. Regular,
recurring, routine services, such as interpreting
magnetic tapes and/or other analysis, shall be
performed and charged by EGPC and/or
CONTRACTOR or their Affiliated Companies
at an agreed price. Major projects mvolving
engineering and design services shall be perform-

 ed by EGPC and/or CONTRACTOR. or their
Affiliated Companies at a negotiated contract
amomt. Use of EGPC’s, CONTRACTORs,
or their Affiliated Companies wholly owned
equipment shall be charged at a rental rate
commensurate with the cost of ownership and
operation, but not in excess of competitve rates
currently prevailing in the A.-R.E. For Explora-
tion, CONTRACTOR’s and its Affiliated Com-
panie? rates shall not include administrative

overhead costs.
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10.

and other msurance against liabilities of CONTRACT-

N O P R X U Y W YW |

ey S

o

Damages and Losses :

ALl costs or expenses necessary to replace or repair
damages or losses mcurred by fire, flood, storm,
theft, acadent or any other- cause not comtrollable
by CONTRACTOR or Operating Company through

the exercise of reasonable diligence. CONTRACTOK
or Operating Company shall fumish Non-Operators
writen notice of damages or losses incurred in excess

of ten thousand (10,000} U.S, Dollars per occurrence,
as soon as practicable after report of the same has

been received by CONTRACTOR or Operating
Company. |

Insurance and Clatms

The cost of any public Lability, property damage

OR, Operating Company and/or the parties ur!
any of them-to their employees and/or outsiders as
may be required by the laws, rules and regulation
of the GOVERNN ENT or as the parties may agree | 4l
upon. ‘The proceeds of any such insurance or claim
collected shall be credited against operations.  If no
insurance is carried for a particular risk, all reated
actual expenditures incurred and paid by CON-
TRACTOR or .Operating Company m settlement
of any and all losses, clairas, damages, yudgements, and
other expenses, including legal sexvices

I

Indtrect Expenses :
Camp overthead and facilities such as shore base,
warchouses, water systems, road systems, salanes and

expense of field supervisory personne), field clerks, |
assistants, and other general employees indirectly
serving the Area. u

Legal Expenses : ’

All costs and expenses of litigation. or legal services l
otherwise pecessary or expedient for the protection of
the Area, includmg attoricy’s fees and expenses as
heremafter provided, together with all judgemecnts
obtained against the parties or any of them on account
of the operations under the Agrecement, and actoal
cxpenses mcurred by any party or parties herclo in
sccuring evidence for the purpose of defending
against any action or claim prosecuted or urged
against the operations or the subject matter of the
Agreement. In the event actions or claims affecting

the mterests hercunder shall be handled by the legal
staff of one or more of the parties hercto, a charge
commensurate with cost of providing and fumishing
such services may be nade to operations. |
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1. Administrative Overhead and General Expense @
A.

B. CONTRACTOR's

While CONTRACTOR is conducting Explora-

tion acuvities, cost of staffing and maintaming |

CONTRACTOR’s head office in the ARRE,,
and/or other offices established in the A.R.E,
other than field offices which will be charged as
provided in Article Y1, Paragraph 9 above, and
excepting sajaries of employees of CONTRACT-
OR who ame temporari'v assigned e and
directly serving on the Area, .which wiil be
charged as provided m Article 11, Paragraph 2
above.

administrative  overhead

outside the ARE. applicable to the ARE.
Exploration operation which will be charged

cach month at the rate of five percent (5 %!

of total Exploraton cxpenditures while CON-

TRACTOR is conducting Exploration activities. |
However. CONTRACTOR shall not apply any

admmis:rative overhead outside AR.I. while

Operating Company is conducting Exploration

activities. No other direct charges as such for

CONTRACTOR’s administrative  overhead

outside the AR.E. will be applied agamst the

Exploration obhigation. Examples of the tvpe

of costs CONTRACTOR js incurring and charg-

ing hercunder due to activities under the Agres-

ment and covered by said pereentages are :

(1} Executive — Time of executive officers

{2) Treasury — Financial and exchange pmb

lems | /

(3) Purchasmg — Procurmg materials, equ’p-

ment and supplies |

(4) Eﬂipl{aratmn & Production — Directing, |
advising and comtsolling the entire project.

(5) Other dtpartmmts such as legal, comptrollers
and engineermng which contnbute time,

knowledge and cxptnrncc to the operaiion.

The fnrcgmng does not preclude charging for

direct service under sub-paragraph 6}3 of this

Article IT.

While Operating Company is conducting activi-
ties, Operating Company’s personnel engaged in
general clencal and office work, SUPErvisors and|
officers whose time is generally spent in the
main office and not in the field, and all employees

generally considered as general and aclminisira- |

tive and not charged to other types of expense,
will be charged to operations. Such expensecs
shall be allocated

Exploratmn and Dcvc]npmmt ﬂp:ratmns accord-
ing to sound and practicable accounting

methods.

. F
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12. Taxes

All taxes duties or levies paid in the A.R.E. by
CONTRACTOR or Operating Company with
respect to this Agreement other than those covered
by Paragraph {f) (1) of Article I11 of the Agreement.

13. Continuing CONTRACTOR Costs :

Costs of CONTRACTOR activities required under
the Agreement and imncured exclusively in the A RE.
after QOperating Company is formed. No sales

expense mcurred outside the A R.E. may be recover
ed as a cost.

14. Other Expenditures :

Any costs, expenses or expenditures, other than

~ those which are covered and deal; with by the fore-

going provisions of this Article 11, incurred by CON-

TRACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE III
INVENTORIES
Perivdic Inventories, Notice and Representation :

At reasonable mtcrvals as agreed upon by EGPC
and CONTRACTOR inventories shall be taken by
Operating Company of the operations material, which
shall mclude all such material, physical assets and
contruction projects. Wrilten notice of intention

~ to take mventory shall be given by Operating Corm-
pany to EGPC and CONTRACTOR at least thirty

(30) days before any inventory is to begin so that
EGPC and CONTRACTOR may be represented

when any inventory is taken, Failure of EGPC and/
or CONTRACTOR to be represented at an inventory

shrall bind them to accept the mventory taken by
Operating Company who shall, i that event, fumish
the party not represented with a copy thereof.

Reconciliation and Adustment of Inventories :

Reconaliation of mventory shall be made by
CONTRACTOR and EGPC,-and a list of overages

and shortages shall be jointly determined by Operating
Company and CONTRACTOR and EGPFC, and
the inventory adjusted by Operating Company.
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ARTICLE IV
COST RECOVERY

Statemen!s of Recovery of Cost and of Cost
Recovery Crude Oil =

b

CONTRACTOR shall, pursuant to Article VII
of the Agreement, render to EGPC as promptly as
practicable but not later than chirty (30} days after
receipt from Operating Company of the Statements
tor Development and Exploration Activity for the
last month of a quarter a statement for that quarter
showing

1} Recoverable costs . carried from the previous
quarter, if any. ‘

1) Recoverable costs incurred and paid during the
quarter,

~in)  Total recoverable costs for the quarter, (1) + {1,
v} Value of Cost Recovery Crude Oil taken and

scparately disposed of by CONTRACTOR for
the quarter. '

i

Amount of costs recovered for the quarter.
| |

Amount of recoverable costs camed into the
succeeding quarter, if any. |

vil) Excess, if any, of the value of Cost Recovery

Crude Ol taken and separately disposed of by
CONTRACTOR over costs recovered for the

quarter.

If such statement shows an amoun: due EGPC.
payment of that amount shall be made m U.S.
Dollars by CONTRACTOR to EGPC with the rend;i-

tion of such statement.

Audit Right :

EGPQC shall have a pertod of twelve [12) months
from receipt of any statement under this Article
IV in which to audit and raise cbjection (o any such |

statement. EGPC and CONTRACTOR shall agrec
on any required adjustment. Supporting documecits

and accounts will be available to EGPC during said
twelve (12} manths period. |
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CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts :

CONTRACTOR , will establzsh  an Exploration
Obligauon Control Account and an off-setting contra

account to control therem the total amount of Explor- , sadd Sl a8 5 oaa i sl

afion expenditures reported on Siatements of Aci-
vity prepared per Article 1.2, A hercof, less any re-
ductions agreed to by EGPC and CONTRACUTOR
following written exceptions taken by 2 Non-Operator
pursuant to Article 1.3. A hereol, m order to deicr
mine when mimmum Explorauon Obligattons have
been met

Cost Recovery Contral Account :

CONTRACTOR will establish a Cost Recovery
Control Account and an off-setting contra account ‘o
control therein the amount of cost remaining to be
recovered, if any, the amount of cost recovered, and
the wvalue of Excess Cost Recovery Crude Oil, if
any.

Major Accounts :

For the purpase of classifving costs, expenses and
expenditures for cost recovery as well as for the pur-
pose of establishing when the Exploration obligation
has been met, costs, expenses and expenditures shall
he recorded in major accounts including the follow-

ng :

— Exploration Expenditures.

— Development Expenditures other than Operating

Expenses.

-— Operating Expenses.
Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CON-
TRACTOR to the extent necessary for the control of

Crude Oil
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