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CONCESSION AGREEMENT FOR PETROLEUA\]

EXPLORATION AND PRODUCTION
BRETWEEN

THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAI, PETROLEUM
CORPORATION

AND I

GULF OIL CORPORATION
IN .

WEST SINAI
BLOCKS 7 & 9
QANTARA AREA

~his Agreement, made and cntered into on this
dav of and between the ARAB REPUBLIC OF
ECYPT (hereinafter referred to variously as “A.R.E.” or
as 'ac “GOVERNMENT"). the EGYPTIAN GENERAL
PETROLEUM CORPORATION, 2 legal entity creazed |
by Law No. 167 of 1958 as amended to as “EGPC™) and
G.f Oil Corporation (acting by and through 1ts division
Clf Energy and Minerals Company ‘mternational), 3
Ca:poration organzed and existing under the laws of the
Stzte of pennsylvania, U.S.A. (hereinafter referred 1o as
“Contractor”.

WITNESSETH

AHERES, Law No. 66 of 1953, as amcnded, estab-
hshed that all raw materials, inchuding petroleum, existing
N mines and quarries in A.R.E. indchuding the temitoriai
weters, and i the sea bed subjoet to its  jurisdic- |
ti'm and extending bevond the territorial waers, are 1the
Property of the State, and

—TEEr ——

WHEREAS, ECPC has applicd for an exclusive con-
¢ion for the exploration, development and production
of petroleum in and throughout the area referred to in
Article 11, and described in Annex “A” and shown
atproxtmately on “B”  which are attached hereto 1nd
made part hereof; and
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WHEREAS. Contractor agrees to undertake its obliga-
tins provided hereinafter as a Contractor with respect to
the exploration, development and production of petrolcem
in said Area ; and

WHEREAS, the GOVERNMENT desires herehy to orant

such concession: and

WHEREAS, the Minister of Petroleumn, pursuant to the
provisions of Law No 86 of 1956, may enter into con-
Cession agreement with EGPC and with Contractor as
4 contractor, for the petroleum operation  in the Area

hereinafter referred to.
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Now, Thercfore, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(@) “Exploration” shall include such geological, geophy-

(b) “Development” shall include, but not be limited to,

(<)

(d)

sical ;acrial and other surveys as may be contained
in the approved Work Programs and Budgets, and
the drilling of such shot holes, core holes, stratigra-
phic tests, holes for the discovery of petroleum or the

appraisal of petroleumn discoveries  and other related
holes and wells, and the purchase or acquisition of

such supplies, matenals and equipment there-
for, all as may be contained in the approved Work

Programs and Budgets. The verb “explore” means
the act of conducting exploration.

all the operations and activites pursuant to approved
Work Programs and Budgets under this Agrecments ;

with respect to -

(i) the dnlling of development wells, and

(it} desing, construction, installation servicing - anil
matntenance of equipment lines, systems facili-
ties, plants and related operations, to produce |
and operate said wells, to take, save, treat handle,
store, flare, transport and deliver petroleum
for export, and to undertake repressurlng, recycl-
ing and other secondary recovery projects. l

“Petroleurn” means liquid curde oil  of various
denstties, asphalt, gas casinghead gas and all other

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

area under this Agreement, and all substances that
may be extracted therefrom.

“Liquid Crude Oit or Crude Oil” or “Qil” means any
hydrocarbon produred from the Area which is in a

ligud state at the wellhead or lease seperators or
which is extracted from the gas or casinghead gas in
a plant. Such term includes distillate and condensate.

“Cas” is natural gas both associated and non-associz-
ted, and all of its consistuent elements produced from
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A “harxrel” shall consist of forty-two (42) United
States gallons, liquid measure, corrected to a temper-
ature of sixty degrees {60°) Fahrenhaeit.

(g} "““Commercial Well” means the first well in any geolo-

(/) “A.R.E.” means ARAB REPUBLIC OF EGYPT. '

(1)

(i) “Year” or “Calendar Year” means a period of twelve

(k)

(1)

(m)

gical feature which after testing for a penod of thirty
(30) consecutive days where practical but im any event
in accordance with sound accepted industry produ-
ction practices, and verified by EGPC, is found o be

capable of producing at the average rate of not les
than Two Thousand (2000} barrels of oil per day,

(BOPD). The date of discovery of a “Commercial
Well” is the date on which such well i1s completed
and tested according to the above.

“Effective Date’ means the date on which the

relevant law is issued or the text of this agreement 1s |
signed by the GOVERNMENT, EGIC ans Con-

tractui, whichever is later.

(12) months according to the Gregorian Calendar.

GOVERNMENT’s
and
ing on December 31st, both dates being mclusive.

“Financial Year”™ means the

financial year starting on january Ist encl-

“Tax Year” means the pentod of twelve {12) months
according to the Gregorian Calender for which tax
retumis Or reports are  reguired
applicable income, profitsor other tax law or regulation
of the AR.L.

according to any |

An “Affiliated Company” means a company :

(i) The share capital, conferring majonty of votes
at stockholders’ meetigns of such company, of i
which is owned directly or indirectly by a party
hereto; .

(i) Which is the owner directly or indirectly of
sharc capital confernng majonty of votesai

stockholders’ meetings of a party hereto; or

Whose share capital conferring a majority of
votes at stockholders meetings of a such compacy
and the share capital concferring a majority of

(ifi)

votes of stockholders meetings of a party hereto
are owned directly or indirectly by the same

company.
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ARTICLL II

ANNEXES TO THE AGREEMENT

Annex "A” 15 a d:scﬁptim of the Area covered and |

affected by this Agreement, hereinafter refered to as
“the Area”.

Amnex “B” 15 an  illustrative map on the scale of

1 : 1,000,000 indicating thc Area covered and affecied |

by this Agrecment and descnibed In Amnex “A’.

Annyex “C" is the form the Letter of Guaranty to ke
issued by the Natwonal Bank of Egypt, Cairo, and ¢ be
submitted by Contractor at the time of signature by the
Mmister of Petrolcum of this Agreement for the sum of
fourteen Million {14,000,000) U.S. Dollars, ginarantecing
the execution of Contractor's minimum exploration obiga-
tions hereunder for the first three (3) year explortation
period. Such guaranty shall remain effective for six (5)
months after the end of the said three (3} year period ex-
cept as it may be released prior to that time i accordance

with the terms thereof.

Annex “D” s the form of a Charter of the operating
company to be formed as provided for in Article VI

hereof.

Annex “L” 1s the Accounting Procedure.

Annex F? is the Supplemental Agreement,

AMEKFS “A”, ”B“} “CH:,, :j]'_]”! ”EH, Elnd HF:: (o thi"j
Agreement are hercby made part hereof, and they shall be
considered as having equal force and effect with the pro-

visions nf this Agreement.

ARTICT.IC i1l

GRANT OF RIGHTS AND TERM

The GOVERNMENT hercbv grants EGPC, and Con-
tractor subject to the terms, covenants and conditions set
nut in this Agrecment, which msofar as they are contrary
to or inconsistent with any provisions of Law No. 6% of
1953, as amended, shali have the force of Law, an exclusive

comcession n and to the Arca described  m Annexces AT |

'
—— e — .

and “B”.

(7) The GOVERNMENT shall own and be entitled. as

hereinafter provided, to a rovalty i cash orin kind ¢f |

Ten (10) percent of the touwl quantir}: of petroleum
produced and saved from the Arca du‘nng the develo-
pment period including renewal.  Said royalty shali
he borne and paid by EGPC and shall not be the
nbligatin;"l of the CONTRACTOR.  The paymant

] med to  result
of royalties by EGPG shall not be deeme
in income attributable to the CONTRACTOR
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(b) An initial exploration period of Three (3) years shall

start from the Effective Date.  Two (2) successive ex-
tensions to the imutial exploration period of Thiw
(3) years and Two (2} vears shall be grantcﬁ Contra- l

ctor at its option upon nincty days pnor wniten no-
tice to EGPC and subject only to its having futhllcd

its obligations hcreunder for the preceding puriod.

The Agreement shall be ternunated if no Commer-
cial Discovery is established by the end of the Eighth
(8th) yecar of the exploration period.  However such
period may be extended at CONTRACTOR'S onion
for up to six months to enable the cﬁmp]rtinﬁ of
drilling and testing of any well actually being diilied
or tested at the end of the Eighth (8th) year, lec

tion by EGPC to undertake a sole risk ventue under

paragraph {c) immediatelv hereafter shall not extend

the exploration neriod nor affect the termination of
‘his Agreement as to CONTRACTOR.

“Commercial  Discovery After discovery of a

Commercial Well, CONTRACTOR shall undertaxe,
as part of 1ts exploration program the apprasal of

the discavery by driling one or more additional wrlls,

to determine whether such discovery is worthy of

being developed commercially, taking ato considera-

ton the recoverable reserves, production, pipline and

erminal facilides required. estimated emde o1l prices,

nd all other relevant technical factors,

A Commercial Discovery may consist of one produc-

ing reservolr or a group of
afier appraisal s worthv of being devclopsd cominer

cally, CONTRACTOR shall give notce of a Com-

mereial Dhisc

ered by CONTRACTOR ta be

a1 developmemt but 1 no event

later than the comwletion of the cecond exploration ap-
or six (6) manths following the date of the
‘he Commercial Well whichever 1s car-
CONTRACTOR shail alsn have the

ch notice of Commercial Discoviry
reservoirs even if the

discovery s consid
worthv of commerc

praisal well,
discovery of
lier: except that
right ta give Su
with respect 0 2
well or wells thereo
the definition of “Commercial
oirs considere

ny TESCTVOLT OF
“Commercial” within

n arc not
Well” if, in its opwicn,

a group of reserv
worthy of commaeraa

producmng reservoirs which

every to EGPC - nmediatcly after the

d collectively, could e
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Following reciept of such notice EGPC and CON-
TRACTOR shall meet and review all appropriate

data with a view to mutually agreeing upon the exis- |

tence of a Commercial Discovery. The date of com-
meraal Discovery shall be the date EGPC and CON-
TRACTOR mutually agree that a Gommercial Diz-

covery exists.

[f Crude Oil is discovered but is not deemed by CONT-

RACTOR to be a Commercial Discovery under the ahove
provisions of this paragraph {c), EGPC shall, one (1) year
after the expiration of the period specilied above within

which CONTRACTOR can give notice of Cornmercial |

Distovery, or eighteen (18) months after the com-

pletion of a well not considered z “Commercial Well™
the  nght,
to CONTRACTOR, at

and expense; to develop, produce and dispose of all

hawe
Wring its  sole cost,
Crude Oif from the geological feature on which the wei
has been drilled. Said notice shall state the specific arca
covenng said geological feature to be developed, the wells
to be drilled, the production facilities to be instal-
led and EGPC’s estimated cost thereof . Withun thirty
(30} days after receipt of said notice CONTRAUTOR

may, In writing, clect to develop such area as provided

for in the case of Commercial Discovery hereunder.
such event all terms of this Agrcement shall continue to

apply to the specified area.

If CONTRACTOR elects not to develop such aren,

the specific area covering said sveelogical feature shall be

set aside for sole risk operations by EGPC. EGPC shall

be entitled to perform or in the event Operating Company
referred to in the Article VT has come into existence to

have Operating Company perform such operations for :t

at EGPC’s sole cost, risk and expense. When EGPC has |

recovered from the Crude Oi! produced from such spe-

cific area a quantity of Crude Qil equal in value to three

hundred (300) percent of the cost it has incurrde in carry-
ing out the sole risk operations, CONTRACTOR shall
have the option, only in the event there has been a separ-
ate Commercial Discovery, ta share in [urther develop-
ment and production of that specific arca upon paving

EGPC one bundred (100)
by EGPC. Such one hundred (100) percent payment

percent of such costs incurred

following sixty (60} days notice
risk |

Tn |
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shall be recovered by CONTRACTOR from Cost Rec-
overy Crude Qil in the normal for the recovery of expen-
ses under Article VII {a). Immediately following such pay-

ment the specific area shall either {1) revert to the
status of an ordinary development leasc under this
Agreement and thercafter shall be operated in accordance
with the terms hereol; or (i} alternattvely, in the event
that at such time EGPC or its affiliated company 1s
conducting all development operations in the area at its
sole expense and EGPC elects to continue operating, the
area shall remain set aside and CONTRACTOR shall
only be entitled to jts percentage of the Crude Qil as
specified in Article VIT {b) belmv. The sole risk crude oil
shall be valued in the mﬁmu‘tr provided in Paragraph (c}

of Articte VII.

Agreement under the provisions of paragraph (b) above.

In the event nf any termination of this

this Agreement shall, however, continue to apply to EGPC’s
operation of any sole risk venture hereunder, although
such Agreement shall have becn terminated with respect
to CONTRACTQOR pursuant to the provistons of satd
paragraph {b} above.

()

The development period shall he twenty (20) years
from the date of the firt Commercial Discovery.
This period mav b renewed for an additonal period
of Ten {10) vears at the option of CONTRACTOR
upon six (6) months prior written notice to EGPC.
Following Commercial Discovery the extent of the
whole area capable of production to be covered by
development lease or leases shall be mutually agreed
upon by EGPC and CONTRACTOR and be subr
ject to the approval of the Mimster of Petroleum.

Such area

of any additional legal instrument of permission.

Development operations thereafter shall be  started ’
promptly by Operating Gompany and unless EGPC |
-nd CONTRACTOR agree otherwise, at least one

shall then be converted automatically |
into a development lease or lease without the isuance |

drilling rig shall be used continuousiv until, in accor-

dance with zood oil field practices and accepted petro-
leum engneering principles, the field 1s considercd

to be fully developed. In the event no cornmercial
~oduction of Petroleum in regular shipments Js esta-
]It;lishcd in any of the hlocks in which a Commercial

Discovery is made within 2 vears from the date of
Commercial Discovery. such hlock shall immediately

be surrendered.
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(¢) CONTRACTOR shall bear and pay all the costs
and expenses required in carrying ount all the opera-
tions under this Agreement* and CONTRACTOR

(f)

12} For purposes of applying paragraph () (1) of this |

shall look enly to the Petroleum to which it is entitled
under this Agreement to recover such costs and expen-

565. ‘Such'cnsts and expenses shall be recoverable as
provided in Article VIlI. During the term of this

Agrecment and its renewal, the

accordance with the provision of Article VTI.

(1) CONTRACTOR shall be subject to the laws in
force in the A.R.E. and the political subdivision

thereof, which mmpose taxes on or are measured
by mcome or profits, ncluding those laws im-

posing the commercial and industnal profits tax,
muncipal tax, defense tax and national securitv

tax on wceme and dividends paid with respect

to shareholders (heveinafter referred 1o as “A R.E.

Income Taxes™), and- cxecept as othcrwise pro-
vided 1n the Agrcement, shali comply with the

requirements of such faws with respect to the
filing of retums, the assessment of tax. and the
keeping for review hy authonzed persons of books
and records. '

For the purpose hercof, anv AR, wmcome

taxes for which Contractor’s sharcholders may be
liable shall hr deemed to be taxes levied agamst

Contractoy.

[t s exprossly agreed amd  acknowledged  that
LGPC’s of the volume of crude oil as determim-
ed under Article VIT includes a volumce of crude
oil to meet the CONTRACTOR's A.R.E.

income taxes as described above in this paragra-
from

total production
achieved in the conduct of such operations shall be |
divided between EGPC and CONTRACTOR in
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oh () {1). EGPC agrees that proceeds '
such crude oil volumes will be used o meet | (. H oo sl e atocd ol o bl iy
CONTRACTOR’s income Tax lability 1o S :

A RE. as and when duc.

Article, the total taxable income of CONTRACTOR
in respect of anv Tax Year shall be an amount caicu-

[ated as follows :

(\ The total af the sums received by CONTRA-
" CTOR from the sale or other dispositon of all

Crude Oil ‘acquired by CONTRACTOR pur-y

cuant to Artide VIL paragraphs {2} and (b

— . m— e =

e Bul such costs and expenses shall not imtlude in investment.
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LESS

(2) The costs and expenses of CONTRACTOR
which are allowed to be recovered in the
Tax Year under paragraph f{a) of Article
VIL; and

(b) The value; as determmned 1n paragrph (::.)
of Article VII of the excess Cost recovery
Crude Oil taken and separately dispased of
by CONTRACTOR pursuant to Article
VII, paragraph (a) (2)*

PLUS

(i) An amount equal t CONTRACTOR s AR
mcome laxes .

EGPC shall assume, pay and discharge, on behall
of CONTRACTOR, CONTRACT OR's A.R.L.
mcome Taxes out of the sums received by EGPC
from the sale or other disposition of 1ts share
of the Crude Ol

(3)

EGPC shzll fumish o CONTRACTOR the proper
official receipt evidencing the payment of CONTRA-
CTOR’s A.R.E. income Taxes, within One hundred
and fifty (150) days followmg the Commencemont
of the next ensuing Tax Year, Such receipts shali
be issued by the proper Tax Authorities and shall
state the amount and other particulars customory for

such receipts.

(4)

(g) In calculating 15 ARE. Income Taxes,
EGPC shall be entitled to  deduct royalties
paid by EGPCU to the GOVERNMFNT and
the A.R.E. Income Taxes of CONTRACT-
OR paid by EGPG on CONTRACUTOR s

behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD -

{(2) CONTRACT OR. shall commence exploratioil
tions hereunder not later than six (6)

months after the Effeotve Date. Not later
+han the end of the wwenty fourth (24th}
month after the Effective Date: CONTRAC
TOR shall start cxploration drilling m the
Area, with a commitment of dniling four (1)
wells during the initial  exploration peno{;i.
EGPC shall make a available for contractors
use all  seismic and other exploration
data in EGPC’s posscssion with respect t0

said Area.
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(b) The initial exploration period shall be three
(3) yearss. CONTRACTOR 1may cxtend
this exploration period for tws (2) additional
penods of three(3}) years and two (2)  years
respectively, each upon a pinety (90) days
prior written notice to EGPC subject to 1ts ex-
penditure of its munimum exploration obliga-
tions for eash such period.
CONTRACTOR shall spend a miuimun of
Fourteen Million (14,000,000) U.S. Dollars
on exploration operations and activiues relat-
ed thereto durmmg the mutial theree (3) year
exploration period or dmll Four (1) wells,
whichever is higher m value. Fer eachthree
(3) year and two (2) year period that CONT-
RACTOR elects w extend beyond the inttial
exploraton peniod, CONTRACTOR  shall
spend a munomun of Seven Million T'wo Hunr
dred thousand {(7,200,000) and Seven {7)
Million U.S. Dollars.

Should CONTRACTOR spend more than

the minimum amount requierd to be sxpend- |

cd during the initial Three (3) year explora-
tion peiwd or during any period thereafter,

the excess may be subtracted frome the min-
imum amount of money reguired to be |

expended by CONTRACTOR during any
succeeding exploration period or perods,
as the case may be.

In case CONTRACTOR surrenders its £x-
ploration obligations in this Agreement as set
forth above before or at the end of the Tf}ird
(3rd) vear of the initial exploration penod,
having expended less than the toral sum of
Four teen Million (14,000,000) L.5. Dollers on
exploration or in the event at the end of the
Third (3:d) year CONTRACTOR  has
expended less than said sum In the Area,
an amount equal to the difference berwem
the said Fourteen Million  (14,000,000)
U.S Dollars and the amount actually spent
on. explomation activities shall be pad by
CONTRACTOR to EGPC at the time of
surrendenng or within three (3) months from
the end of the Third {3rd) 1iﬂ.’::aar of the
mittal exploration jod, as the case may
1;1:'131 Anypcxpenditlff:s deficiency by CON-
TRACTOR at the end of any additional
period for the reasons obovenoted  shall
similarly, reslt in a payment by CON'I;RA_-
CTOR to EGPC of such dcﬁmﬂ}t‘:&ﬂ m:.:;
' ic Agrcerment s still m force as
gng'}'}uRsAC%R, CONTRACTOR  shall
be entitled to recover any mchhpa'fm;!:;n:i

j expenditure m the
E:Elqul-:;ﬂ;{}r unlziTr Art.idc VII ia the event
of commercial production.
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Without prejudice to Article [T (b), mcase [ o J &b < ; - M -

i - : Y n.'tL“ ﬁ?‘t d:}lr‘ﬁ" N

1o Commercial Dlsa:mcry is established hy - . HI:..SI ) ) ) { - ..-; W _-_"
the end of the Eighth (8th) year, or in case | 97 (A) @EIEN L g5 gjle S5 Gas e
CDNTRACT OR surrenders its exploration | Jb 3ol 3 SLGN e Jol Jptald (-'Li 13] L
obligations under this Agreement prior to | o o1y 4t dt Lod Y2 e b il
such time, EGPC shall not bear any of by patl Gebl A s j"f—i‘ 1o )3 Lala e ds
aforesaid expenses spent by CONTRAGTO!}. S PPH ETR RPN G S ML

(¢) At least three (3) months perod to the ] 3 ,i¢ JoY! A RS U < 1oty -
beginning of each year or at such other ? hl‘t’ u&".}f" o "_'_E * J':JT:‘JJ'L'M (% (“‘)
tmes as may mutually be agreed to hyj' ¢ dalilly Al e e gl f‘-L;" S Al
EGPC and CONTRACTOR, CONTRA- | o ddl 3 ol JIEY LI L 2L, shach
CTOR shall preparc an explorat work | -7, ] ’ T é*‘"— 21Aed

prepa X[AOTranon ) ‘L.-nd‘)""’lr rL_..i.“ .j,lil\ (5w i..:-;” l_*:_,,,__ﬂ '__-__t:Lp -l:.i

Program and Budget for the Area seiung
forth the exploration operations whick CON- | Jadl £8, 0K of o2 et siinlaal g, Ly

TRACTOR proposes to carry out during [ . ;.S - X -
the enmsumg yﬁaF:*. During the Exploiation Ef.djm Al Al d B e o *:‘U_U.f
period, such Weork program and Budget shall Y & bbb b 52l e GLEYE 3 Jtal1 LA
be at least sufficient to satisfy CONTRAC- S5 w al - I3 - o
TOR’s minimum expenditures obligations i § B et Ly Bl b g
lor the period it covers, takin Inte account REVAUR PLIC M -0 95 FINY AN
any credits for excess expenditures by GON-
TRACTOR in prior cxploration period.

The Explorotion Work Program and Budget
shall be reviewed by a joint commitee to - L a - e e h
he established by EGPC and CONTRA- e c Y L:le”b"'*‘s:“*”""‘;:t.f”‘ﬁi
CTOR after the Effective Date of this | eedl el Lol LG J2b. ¢yl
Agreemenit. This Committee, herewafter “ ) -‘f 4 "}‘ _é"f - e
referred to as  the “Exploration  Advisory oot L o5l b ks Ll jls LR T
cummitee”, shall consist of Six (6) members, . et | L
‘Chree {3) of whom shall be apponted by et (r)aX ¢ dac] (%) 2w g T Ll
EGPC and Three (3) b}' CONTR;‘"&(.-TOR 1l ' 1-_-__;\ '“_;_' ¢ ALl i W L
THE Chairman of the Exploraticn Advisory LIRS L (T') L &
Committee shall be designated by EGPC
from among the members appoint~d it. The | . ... | L _
Exploration Advisory Commuttee shall review At ‘“*’-“I‘J:‘HJ J*‘H ﬁlu_ e & Il N e -L..-L
and give such advice as it deems gpprnpriatc edl e 3 e 6l L i) b e
with respect to the proposed Work Program o et TR PATE NP
and Badget. Fnllwé;;g review Lyy éISNE}E;EIE- G P PRV o3t &, MY el Tk By
ration Adwisory. murittec, At | T d
TRACTOR deems appropnate and submmit | ol ol sl - N ‘
the Exploration Work Program and Bud- | e Gall ey laoliey 2mdl L el
get to EGPC for its approval. Following such ey i

approval, it is further agreed that -

FJ'E"," rf:x:ﬁ_r.ﬂk s Lar :":}{-ﬂ::}f % itJLt.L.—'}H C_,..:-:...}

N CONTRACTOR shall not substantially o ) .
R wvise or modify said Work Program and £V, iars dm )i OF LM 52N ()
ceduce the approved budgeted | Gy e aae o1, 5,80 Ak BV Ju

Budget nox 3 Y of
: : roval «
expenditure  without the - app 5o bRl Qa0 A3 3

EGPC ;

i) In the event of emergencies involving | OME e Jo 4ht 14 Sl B Wb 3 ()

danger of Joss of lives or property, CON: _ . DO [T
TRACTOR may expend such’ additional 81-.-“ s Ol jee 80 LA o)
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AYY C plyy (2,5a) Yo 3t i ) i otk
f -
unbudgeted amounts as may be required | wididIie Y 085G B Ty ot 4 3 2 33l
_ . 33 O M TP U P (R R AN
to alleviate such danger.  Such expend;- " *"g' [;_,';j]GI‘J - 3 .J:"l*—{r- S
ture shall be considered in all respects as | my B DR R § NE S (P
cxploration expenditures and shall be | Assbudt 32U} o yoadlii g ol S0 NI SR TT
rocovered pursuant to  the provisions of . P "
Article V1I hereof . A3 R
(d) CONTRACTOR shall advance all necessary | - jadd 3 AL BET L dL.ll SN P A DT (3)
funds for all materals, equipmenis, supplies, T .. T (%
personne] admmistration and operations pursu- ol t[""" Wy Zllaally 13 LU S,
ant to the Exploration Work Program and Budget | sl ) J# F Qater B OGN, ¢ A, Lot
and EGPC shall not be responsible to bear or At ; t;:.:ﬂ R
repay any of the aforesaid costs. - f - - i o 3!
(¢} GONTRACTOR shall be responsidk: for ihe uALl:’I ol é'k; s Ay e O Yate JyW L5 ( »)

preparation and  performance of the Exploration
Work Program which shall be implemented in
a workmanlike manner and In consistence with

good industry practices.

Except as is appropriate for the processing of
data and laboratory studies thereon, to be made
in specialized centers outside AR K. all guolo-
gical and geophysical studies as woil  as any
other studies related to the performatice of this
Agreement, shalf be made n the A RE.

CONTRCGLOR shall cntrust. the snanagenient of ex-

ploration operations 1 the ARE. o i techwcally §

competent General Manager and Assistant Manager,
The names of such Manger and Assistant Muanager
shall, upon oppointment, be forthhwith notified to the
GOVERNMENT and to EGP{.. The mamager an<,
in his absence, the Assistant Manager, <ha:l bhe ontrue
sted by CONTRACTOR with sufficient powers
carry out immediately and comply with all fewful
Wntten directions given to them v the GOVERN-
MENT or its representative under the turims of this
Agreemnent or any lawful regulations isstcd or herea-
fter to be issued which arc  applicable hereander.

(/ CONTRACTOR shall supply EGPC, withinn thirty

(30) days from the end of each valendur quarter, with
a Staternent of Exploration Activity showing  costs
mcurred by CONTRACTOR during such quarter
CONTRACTOR s records and necessan supporting
documnenis shall be available for mspecticn by EGPC
at anv tine during regular working houn for three
(3) months from the date of receiving cacly Statemert.

1

il

* Within the three {3) months from the daic of recon-

g such Statement, EGPC shall advise CONTRAU
TOR i writing if it considers :

(1) that the record of costs 15 nNot oorrect

|
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(1) that the costy of goods or services supplicd are
not in line wath’ the intemational market prices for
goods or services of similar quality supplied on
simular terms prevailing at the time such goods
Or services were supplied, providud, however,
that purchases made and services performed
within AR.E, shall be subject to Acticle XXV:

(1) that the condition of the materials fumished by
CONTRACTOR does pot tally with their
prices ; or

(1v) that the costs mcurred are not reasenabley requi-
red for operations
CONTRACTOR shall confer with EGPU in connec-
tion with the problem thus presented, and partics
shall attempt to reach a settlement which is mutually
satistactory. If within the time limit of the three (3)
months pertod provided for m this paragraph, LGPC
has not, advised CONTRACTOR of its objection to
any statement, such statement shall be considered as

approved.

() CONTRACTOR shail supply all funcls nccessary for
1ts operations in A.R.E. under this Agrecirent in freely
convertible currency from abroad- CONTRACTOR

shall have the right to buy Egyptian currency when-
ever required and the conversion shall be made at
the local banks in the AR E according to the offxcial
ARE, rate of exchange.

ARTICLE V¥V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY
At the end of the third {3rd) year after the Lifcctive Date
hereof, CONTRACTOR shall relinquish to the GOVERN-

MENT a total of twenty-five (25) percent of the orignal
Area not then converted to a devclopment lesst or leases.

At the end of the Sixth (6th) vear after the  Effective
Date hereof, CONTRACTOR shall relinguish an adde
tional twenty-five (25) percent of the origmal Arca nol

then converted to a development lease or Jcascs

Without prejudice to Articles TIT and XX, at the end
Jf the exploration period, CONTRACTOR shall rclinguish
the remainder of the original Area oot then converted to

a development lcase or leases.
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VOLUNTARY

CONTRACTOR may, voluntacily, during any period
relinquish all or any part of the Area provided that at the
time of such voluntray reliquishment its financial obliga-
tions for exploration expenditures wuder Article TV para-
graph (b) have been satisfied for such periocl.

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

Following Commercial Discovery, EGP(. and CON-
TRACTOR shall mutually agree upon any area to be reiin-
qushed thereafter, except for the reliquishment provided
for above at the end of the total exploration period.

ARTICLE VI

" OPERATION AFTER COMMERCIAL DISCOVERY

() On Commendal Discovery, EGPC and CONTRA-
CTOR shall form in the AR.E an operating company
which shall be called Qantara Petroleuin Company,
hereinafter referred to as QANPET or as Operating

Company. QANPET shall be subject to the laws
and regulations in force in the ARE. to the extent |
that such laws and regulations arc not inconsistert
with the provisions of this Agreement or the

Charter of QANPET however, QANPLET shall, for
the purposes of tius Agreement, be exempred from

the followmg laws and regulations as now or heveafter
amended or substitured :

— Law No. 26 of 1954 on Companies, as amended;

— Law No. 141 of 1963 on Represeutation of Lm-
ployees and Workers on the Boards of Comparues;

—  Law No 60 of 1971 on .Publi{: Insi-tutions and
public Sector Units ;

— Law No- 61 of 1971 on the staff Regulations of
Public Companics

— Law No. 97 of 1976 organising dealings in foreign |
CUITENCIES

—  Presidential Decree No 1868 of 1974 restrictng
some Contracts of Works of the Government to |
Pubiic Insututions and Corporaticns and Public !
Sector Units. ‘
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'b) The Charter of QANPET is hercio attached as Aunex | 3¢ ( >) AR LY WA P Y :.r!""‘ Ao (.___.)

€)

“D”, ‘ Wit.hin thirty (30) davs after the date of Com:
mercial Discovery, the Charter shall take cffect and

Operaung Company shall “automancally com: mto

existence, without any further procedurs.

Nincty (90) days after the date Operating Company
comes into existence in accordance with paragraph{l;)
above, it shall prepare a development Weark Program
and Budget for the remainder of the vear in which
the Commuercial Discovery is made ; and not later than
the fidteenth (15th) of October of saicl yvar (or such

other date as mav be agreed upon) ancl the fifteenth
of cach ycar thereaficr Operating °

(15th) of Ocober
Company shall prepare an annual Production Sche-
dule, Work Program and Budget for the succeedng
vear. The Production Schiedule, Work Program
and Budgct shall be submitted to the Board of D:rec-

tors for approval.

Not later than the twenticth (20th) day of each month,

CONTRACG-

requirements

Operating Company shall fumish to

TOR a written ssumate of its total cash
for expenditure for the first half and the sccond half
of the succerding month expressed in U.S. Dollars,

having regard to the approved budget. Such estimate

<hall take into consideration anv cash expected to

he 011 hand at menth end

Payment for the appropriate  peried of such month
shall be made to the correspondent bank designated
in paragraph () below on the {irst day and fifteenth
day respectively. ot the nest following business day, i

cuch day is not a Lusiness day.

Operating Company
disposal abroad i a1l account opencd with a COITespor
ndent bank of the National Bank of Egypt, Carro,
the foreign funds advanced by CONTRACTOR
Withdrawals from said account shall 1e used for pay-
ment for goods and services acquired abro and for
transferring to a local hank in the A.RE. the requi-
L moults to muet expenditures, in Egyptian Pounds,

red
in connection with its act-

for Qperating Lompainy
vities uncler this Agreement.

within sixty (00} days after the end of each Financial
YVear, Opuratng Company shall submit ¢ the op-
propriate cxchange control authoritics M l:_lu: AR.E.:':!
staternent, duby certified by 2 recogmized furm of audt-
howing the funds credited to that account, the

cments made out of that account
al Ihf' t'nﬂ n[ 1.'411.: '}«*t.":I'l‘_

tors, §

ishurs
et uut:nl'.trlﬂlllg

s authorized to keep at s oWl

and the bala-
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ARTICLE VII

RECOVERY OF COSTS AND EXPLENSES

(1)

AND PRODUCTION SHARING
Cost Recovery Crude Oil

Subject to the auditing provision under this Agree-
ment, CONTRACTOR shall recover all costs

and expenscs mn respect of all the exploration,.

development and related operations under this
Agreement to the extent and out of thinty (30)

percent per annum of all Crude Oil produced
and saved from al] development leases hereunder

and not used in petroleum operations. Such
Crude Oil s hercinafter referred to as "Cost Re-

covery Crude Oil”,

Such costs and expenses shall be recovered from

Cost Recovrey Crude Oil in the following man-
=T

(i) All operating expenses, incurred after iutial

(11)

(1)

(iv)

Commercial Production, which for the purposes
of this Agreement shall mean the date on which
the first regular shipment 1s made, shall be re-
coverable i the later of the Tax Year my which
such expenses are incurred and paid or the Tax
Year in which initial Commercial Production
oOCurs.

Exploration Expenditures, ncluding those ac-
cumulated prior to the commencement of initial
Commercial Production, which for the purposes
of this Agreement shall mean the date on wlhich
the first regular shipment is made, shall be re-
coverable at the rate of twenty (20) percent per
annum based on amortization at that rate start-
ing n the later of the Tax Year m which such ex-

ditures are mcurred and paid or the Tax Year
in which injtial Commencial Production corrme:-

I1OCS.

those

Development  Expenditures, including f
0

accumulated prior to the commencement
initial Commercial Production, shail be recover
able at the rate of ten (10} percent per amnm
based on amortization at that rate starting in the
later of the Tax Year in which such exponditures
are incurred and paid or the Tax Year in which

initial Commercial Producuon corimences.

To the extent that, in a2 Tax Year, costs, NP3
es or expanditures recoverable per paragraph

(i), (i) and (iij) preceding exceed the value of
all Ciost Recovery Crude Oil for snch Tax Ycar,

the excess shall be carried forward for recovery |
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in the next succeeding Tax Year or Years until
tully recovered, but in no case after the termina-
tion of the Agreement, as to CONTRACT OR

(v]  For the purpose of determining the classification

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

[. “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 expences.

3. "Operating Expenses” shall mean all costs,
cxpenses and expendrtures made  after initial
Commercial Production, which  costs, expenses
and expenditures are not normally depreciable,

It 1s understood and agreed upon that the |

recovery of oosts and expenses as based upon the

rates referred above shall be allocated to each .
quarter proportionately {one fourth to each quarr- |

ter). However any allowable costs and CXPEnses
not recoveed in one quarter as thus allocated

shall be carried forwad for recoverv in the suc-
ceeding quarters. |

(2} Contractor shall each vear take and separately dispose f
of all Cost Recovery Crude Oil prodaced, {except '
as provided in sub-paragraph {a) {(3) Lelow of  this Ii:
Article VIT) plus its share of the balance of the Crude |
(1l as stipulated in paragraph (b) below of this
Artirle VII. To the extent that the value of the ’
Cost Recovery Crude Ol {as determined in sub-para- |
graph (c) below) exceeds the actual recoverable costs
and expenditures, including any ca rry forward frons
pragraph {a} (1) (iv) above, to be recovered in that
year, the value of such excess Cost Recovery Crude
Oil actually taken and separately disposed of by Con-
tractor shall be paid by Contractor to EGPC in the
manner set forth in Arucle 1V of the Accounting

Procedure contained in Annex “"E” and Contratny
shall be deemed 10 have purchased such excess Cor ;

Recovery Crude Ol

Ninety days prior to the commencement of each vear
E.G.P.C. shall be entitled to elect by netice in writing
to CONTRACTOR. to take delivery in kind, F.OX

export terminal or other agreed detivery point, of up |
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t0.30 percent of any excess Cost Recovary Crude Oil 2t S a0 P [ a- latail 57 L le 54

for that year and therchy reduce the amount to be - pa e e -
purchased by Contractor in the samo percentage L"'-""“"’u‘“ "‘:5:'n ity ¢edlel OF »Jg-_jﬁﬂ .:l;_,....-'j_

amount, v Al i g tal)
(&) Production Sharing : ’ : E.‘:?lfl"‘m (<)

The remaining seventy (70) pereent of the Crude | Wi-k O P UL Py B b WU tv:) Ny
Oil shall be taken and disposed of separately L LS W LR (I I
by EGPC and CONTRACTOR in the following P W el 3y U b G e
proportons | S
Eighty (80) percent for EGPC and twenty (20) c wld gAY opk il
percent for CONTRAGTOR. » Wl (‘I"] 33 re 512l

(¢} (1) Itisthe intent of the Partics that the value of the 3 (R Y K S R :
Cost Recovery Crude Oil shall reflect the prevai- | | rU—l <7123 55 ol OBl e (V) (= )

ing market price for crude oil. For the purposes Co Al Gyl LUl S RS | G EAEPARY
of evaluating the prevailing market value of the ly X TR TO PR “y 8 :
quantity of Cost Recovery Crude Qil to which JJ"T‘Y - \: ""'-'-"l l "-'s:*"‘-‘-""“""’it-"’ L“N-I'J*fu‘l
Contractor is entitled hereunder during each ca- |- Jytall {dr‘-"'—-—-{ Lg“_! LJJ--’L oLl Ly Y |

lendar semester, the weighted average price re- Janiest ¢ Lt gif N Cioal S R T PN DV 45

ahzed for comparable quantitics on comparable | & LT . o ]
crecht terms in frecly convertble currency from "'J]"-‘d-‘-bjﬁﬁ “*Jl‘:-"h-l-'l:ﬂ&‘“ﬁu E. RUB'IY

F. O. B p-crint‘u{ exXport sales to nun-affiiiﬁtc: Sl o 33l s Slidal AV el WG Yen
companies during such scmester at armslengt liks 3 (@) SU b L7 3 Ll e

by either EGPC or Contractor undre all Crude | *"-Mf J (""’"’) S ﬁ]” sl slad
Oil sales contracts currently in cffect, but exclud- { Jdgdl! 4 LI E-U-I Zu ) L dyie LT b ks 3

mg crude oil sales contracts mvolving  barter, c&:] Lle LY el el e dinb e oo
- ' ) I L4 - ] ) d . ) - ) - ) - ’
s 1 feher, shatl, peuseat It is under pspitlomns il e e i Sl e

stood that in the case of C.I.F. sales, appropriate '
deductions shall be made for transport and insuor- Jlas M Sl g Sy (i_l...-n } G.IJlel,.. 3 M

ance charges to calculate the F.O.B. pomne ot ( .._.._,i) wd L g ot NEl G
export price ; and alwavs taking into account 1 '| N 'u.'u o ‘r“' - ) 'lu. _
the appropriate adjustment for quality of crude | ¥+ 7% J | 2O —Jﬂ “ Rl
oil, freight advantage or disadvantage of port of i A bl ‘-U-! ) &_,:_l il L
oacing and. other ‘appropnate RGNS | (F b g ke g %ad Wl ot o o0
Nevertheless, if Contractor considers the v:aluc -

of the Cost Recovery Crude Oil so determuned

not to reflect the market conditions prevailing | i i LSy gl e Joiaadl CAJEH by
during the Calendar Semester. Contractor and S aze ¢ e,ill T Ui g NRENN
EGPC shall meet and mutually agree upon the — - e i T
price - o e Lede s Glask ),
(2) If during any calendar semester there are no sucih Jedl L oo I RPN P TR W L (v )
" ) ot i (. L - - - s t
sales by EGPG or GO TR A e EGpO | (1 ol o agie gatie e i ] e

Ojil sales contracts currently in effect, EGPC‘ ) _ ’

and CONTRACTOR shall meet and mutally | Jo Wy Lua ) Jylall, il Jo i ¢ -“_JU‘
ree U the price of Crude O1 to boused m 15 Sl Ao s Yllaze] e et A1 O
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(d)

()

(I

Operating Company shall prepare (not less thaa ninety
(90} days prior to the beginning of such calendar sc-
mester following regular production) and fumnish in
writing to CONTRACTOR. and EGPC a forecast,
setting out the total quantity of Petroleumn that Oper-
aung Company estimates can be produced, saved and
transported hereunder during such calenclar semester
in accordance with goad oil industry practices. Opr
crat.ng Company shall endeavour to produce each
calendar semester the forecast quantity. The Crade
Oil shall be run to storage tanks constructed, mam-
tained and operated according to Government regu-
lations, by Operating Company in which said Crude
O shall be metered or ntherwise measured for rovalty,
and the other purposes requ'red by this Agreement,

CONTRACTOR shall have the right and the ebli-
gauon to scparately take and cxport currently all of
the Crude Oil to which it is entitled as is determined
m accordance ‘with sub-paragraphs (a) and (b) of this
Article.  Subjcct o pavment of sums due EGPC un-
der Article VI (a) (2) and [X, CONTRACTOR shall
have the right to retain abroad all funds acquired by
it ahroad including the proceeds from the sale of its
share of Crude Oil exported.

ARTICLE VI

TITLE TO ASSETS

EGPC shall become the owner of all assets acquired
and owned by CONTRACTOR in connection with
the op=rations carried out by CONTRACTOR or
Operating Company in accordance with the following -

(1) Land shall become the property of EGPC as soon
- asit is purchased.
(2) Tide to fixed and movable assets shall be trans-

ferred automatically and gradually from CON-
TRACTOR to EGPC a» they become subject
to depreciation in accordance with the provisions
of Article VII; however, the full title to fixed
and movable assets shall be transferred automa-
tically from CONTRACTOR to EGPC at the
end of the vear when its total cost has been re-
covered by CONTRACTOR in accordance with
the pravisions of Article VII, or at the time of
rermination of the Agreement. whichever  first

OCCULS.
The Book Value of the Asstts created during ~ach

calendar quarter shall be communicated by CON-
TRACTOR to EGPC or bv Operating Companv (6

£CPC and CONTRACTOR iithin thicty (30} days.

of the end of each quarter,

During the term of this Agrecment and the renewal
perind  CONTRACTOR angl Operating Company
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are entitled to the full use in the Agreemrsnt Area, and |

other Area approved by EGPG of all fixed and mo-
vable assets,  CONTRACTOR and EGPC shall not

dispose of the same except with agreement of the
other,

() CONTRACTOR may frecly import into A R.E. use

therein and freely export at the end of such use machi-

nery and equipment which it either rents or leases in
accordance with good industry practices. )

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

(@) CONTRACTOR shall pay to EGPC as a Signature
Bonus the sum of Four Million (4,000,000) U.S. Dol-
lars on the Effective Date.

(b)) CONTRACTOR shall pay :
(1) the sum of Two Million (2,000,000) TU.S. Doi-
lars as a Production Bonus when the total average

dady production from both Blocks 7 and 9 or
cither one of them first reaches the rate of filty

thousand (50,000) barrels per day for a period
of thirty (30) consecutive producing days {which-

ever of the said Blocks then has no production or
then has the lower rate of total average daily

production as mentioned above being referred

to below as “the second Black™ ; and

(2) the further sum of Two Million (2,000,000) U.S.
Dnlilars as a Production Bonus when the tora]

average production from the second Block first
reaches the rate of fifty thousand (30, 000) barrels
pec day for a period of thirty (30) consceutive
producing days.

1] CONTRACTOR shall pay also -

(1) the sum of Four Million (4,000000) U.S. Dollars
as a Production Bonus when the total average
daily production from both Biocks 7 and 9 or
either ome of them first reaches the rate of one
hrmdred thousand {100,000} barrels per day for
a peniod of thirty {30) consecutive producing
clays {(whichever of the said Blocks then has no
production or then has the Jower rate of  total
average datly production as mentioned above
heing referred to below as “the second Block™};
and

(2) the further sum of Four Miilion (4000,000) US.
Dotlars as a Production Bonus when the total
avarage production from the second Block first

l
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reaches the rate of one hundred thousand
(100,000) brarels per day for a period of thirty
(30} consecutive producing days.

(dj CONTRACTOR shall pay  aiso ;

(1) the sum of Six Million (6,000,000} US. Dol-
lars as a Production Bonus when the total aver
age dailly production from both Blocks 7 and
9 or either’ one of them first reaches the
rate of one hundred and fifty thousand ( 150,000) |
harrels per day for a period of thirty (30) conse-
cutive producing days (whichever of the sajd
Blocks then has no production or then has the
lower rate of total average daily production men-
tioned above being referred to below as “the seco
nd Block™) ; and |

(2) the further sum of six Million {6,000,000) U'S.
Dollary as a Production Bonus when. the total
average production from the second Blook first
reaches the rate of one hundred and fifty thous:
and (150,000) barrels per day for a pcriod of
thirty (30) consecutive producing days.

{(¢) Both aforesaid Signature and Production Bonuses
shall neither be recovered nor amortized by CONT-

RACTOR-

(/i In the event that EGPC elects to develop any part
of the Area pursuant to the sole risk provisions of
Article TII (¢} hereinabove, production from such
sole risk area shall be considered for the purposes of
this Article IX only if CONTRACTOR. exercises its

option to share in such praduction, and only from
the mitial date of sharing.

ARTICLE X
OFFICFE AND SERVICE OF NOTICF,
CONTRACTOR shall mamtain an Office in A.RE. at

wlich notices shall be vali::l[y served.

The (eneral Manager and assistant Manager shall
be entrusted by CONTRACTOR with sufficient power to

carry out immediately and comply with all local wrtten
directions given to him by the GOVERNMENT or 1ts
representative under the terms of this Agreement and shall
be subject to any lawful regulations issued or herealter w
be issued which are applicable hereunder  and not

conflict with this Agreement.

All matters and notices shall he deemed to be validly
served which are left at the office of the General Man-

ager or which are sent to him by registered matl o

CONTRACTORs office 1n AR F.

Lol )l b Je \:,J,ML_,J.(\..J...)JM:LJI
ShYss GeoMss (e e e, Jomdbe i i ()
2 J‘,YL}ﬁd.l_wEulid @w‘jl v ;_:_,L_‘Y_,H
\..rZ-L;T&u A ey ) orelthaidll 567 £ 3 B W e 4
l:,l_‘:::)u G-LD Jﬂr‘:lﬁd:ﬁ_{( \n:..u.};_jﬂ L.{""""?:_’ L‘L
C-E““"'ins.'r'd“t-u&‘gi Sl syl 2l by (vl)
A3 058 Hled) Aia o] gial it o L8 all
23l gt e 58 boyndan e Jil JHas laze i)
(¢ Wkl el 5 AN
CJAJ\JJJ("[- v '}Of‘.j’i:f lj-u L:;'l-:ﬂ'!_ LJ.:; ( Y )
Sl Lo C\'&! e d Sy oY sl WY Y s
U Gul pldl o oo Jl P B 5 oE b s WY
ui;j: v ‘}El:l)l_‘}:ﬂjl (\:u .o ) u._iﬂ Q_t--f:_, 4L
| Ay B ey ()
DY LI Z YT oS i als ped Sl 558 Y ()
R PP TV RV L T, S o A

By 2abd) e o) F 0T R oy DLW R 3 ()
o 3tel () wasllh 3 sl A al,ayt ) e 00 K-
Oladdd 153 o s bW A prudl 2o bes 53
Suie JUl el B Y2l U e el 2

S e B3OS PGS el

(;_,-.:UI;JUi)
&‘J\jﬂ_:'—yi é..l..:_j L,"_,..g_l' ‘J.E.-l

@;aﬁ,c(t.f.c)gp{. J A.# O gylald Jo oo
NECRl RS PO (RO P R SR PN ER T ES

el (W, ol ¢l 21 a5 DTN Jo ot -
G SN Al Shpen 3l o syl Jo Wi 5 Uiy ST
Vi e o e > Uy L 5 0 S gl 5008
055y (g b 51 A BISB ALY s ) ¢ Ll
T e o3 Yy Al e B 5 el Y

1 b el T s By 5 eV
T PO WO U S | RS ) R QA PR R PRIY LR
e op-g)d W



i

Code 13 ¢ o U] dibas VUM, WY U g,

26 tavy Lo plovy d (H00) ¥ 2l o Jla
N !

All matters and notices shall be deemcd to be validly |

-rved which are left at the office of the Chairman of { ,J1 -, 1 4; 2 Ay e idl: ‘e s
:GPC or which are sent to him by registered mail at | =~ ° 3|5l 'l‘il A :“2'“ sl e ey 2 B
‘GPC’s main office in Cairo. b Al o 1 ST Ol ol
I R
ARTICLE XI ) (i w215l
SAVING OF PETROLEUM AND . : - -t s
PREVENTION OF LOSS °--‘L‘J'| «)2) ‘J-’J‘:“ L}c Alzsls-)
a} Operat'ng Company shall take all proper measures | LM ‘:-"‘L?':‘jl s AE ol Ll <L ‘S}ﬂ! Js | t)
according to generally accepted methods in use 1n the | ¢ ..:...__}'l Ll 3 Wzlly o Ll daer pudld PL 0 iy
oil industrv t~ prevent loss or waste of petroleum ‘51‘};&‘]% CL"’;'"{J"'U mlzﬁ;,JI JJJU‘MC]'
:;':'[['}DUC or _un.{lf:r the gn:':rmld N :"T? f-DITI'E during drl- . }d‘;IE R _-“J,ﬁ:'l:l-?l_, PRSIV 1 e
~ ing, proctucing, gatherng and distnbuting or storage s sl 1_1; S RTT
operations.  The GOVERNMENT has the right L 4 '}"’u'_- I:-"': = .*"‘ Cf J JU‘L "“ﬂ,ﬁ
to prevent any operation on any well that it might el a5 L el adn 01 ¢ Jplan ;..r'ul}nli;
rcasonably except would result in loss or damage 10 RNV R e -J‘ Al il _,1
the well or the nil field.
' - ; - || ¢ s - = . » . g -
(b) Upon completion of the drilling of a productve well, “‘le{‘“w $ o ""’."*"“J‘-: A Jel ae (<)
Operating Company shall mform the GOVERNM- (_;ix:l\_,h“d,l_,:;\.uf TR = I I Sy o SN S
peraung pan F 3 -y
ENT or its representative of the time when the well - N PR Y TV
will be tested and the production rate ascertained.
. w4 X | WPSY y - | o -1
(¢) Except in instances where multiple producing forma- Jy » g ‘l‘:’ ‘f‘:c_-.j t} O LA b (")
tions in the same well can only be produced econo Aetgsgale Jlanh Y| AN M50 odate eza o G o
mically through a single tubing string, Petroleum t i oo i) Sl L, 20615, &L Ut
shall not be produced from mulaple ol carrying | 4....: " ST JJ'-Y"‘L"JT’L‘“U‘
zones through one string of tubing at the same, time, AV Aty Zd g 3 _,-_..-'t_,ll o ety 5 gale Jadh <.
except with the prior approval of the (G OVERN- | Y, JT b S o Cs 51 eyl
MENT or its representative. | v
. A Lol U s of S UL 286 TS
(d) Operating Company shatl record data regarding the I *f o L Jot O Sl 24U "S-""‘HJ‘(‘:)
quantities of petroleum and water produced monthly | «* J=rs ¢ &8 de K b ypor E:E'L;I! LU, J, |
from each development lease.  Such data shgii be |- 1) Lol 2 () o bt Ji L St ] AL
sent to the GOVERNMENT or its representativeon { | e ‘ ‘-‘h =
the special forms provided for that purpose within f—JL o s () 8 O oy o e alliad
thirty (30) days after it 1s obtained. Daily or we;ki}' 1:;4'._:..111 _,Ti:J_tJL;,L;L‘,.‘ﬂ RIPEAR N TS Jo Sk
statistics regarding the production from the Area . _ o o
shall be available at ali reasonable tinres for examina- il Weed] laalde] oo Akl o E,L"}'l! 1ot}
tion by authorized representatwes of the GOVERN- U B W UV SIS JORY S,
MENT. | | ‘
(1 Dailv drillng - records and the graphic logs of wells ""’L-"'"-"l s -"'L ! Ur'l: G "L:“‘u """"l'-"-'u ‘J)(' “-’1 L (")

must show the quantity and tvpe of cement and the
amount of any other materials used in the well For

the purpase of protecting petroleum, gas bearing or |

fresh water strata. |

Any substantial change of mechanical conditions of
the well after its compiletion should be subject to the
approval of the representative of the GOVERN-

MENT-
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ARTICLE XTIt

CUSTOMS EXEN. PTION

(@} EGPC, CONTRACTOR, Opecrating  Company and ]

(c)

their contractors and subcontractors engaged in carry-
ing on operations under this Agreement shall be pet-
mitted to import and shall be exempted from customs
duties, with respect to the importation of machinery, |
equipment, vehicles, materials, supplies, consumable
items, foodstuffs and movable property when cert-
fied by responsible representative of EGPC, to be used
solcly in carrying on operatiorns under this Agreement,

Fach expatriate employec of CONTRACTOR. and
Operating Company and the said contractors and sub-

contractors permitted to import and shall be exempt
from all customs duties with respect to the reasonable

importation of household goods, items, foodstuffs and
personal effects including one autombile, provided,
however, that such properties are imported for the sole
use of the employee and his family and provided,
further, that no such property imported by the emplo-
yee shall be resold by him in the A.R.E. except in
accordance with GOVERNMENT regulations.

The exemption provided in (a) of this Article shall
not apply to any imported items when EGPC considers

and shows that itemns of the same, or substantially the
same, kind and quality are manufactured locally and

are available for purchase and timely delivery in the
A.R.E. at a price not higher than ten (10) percent

more than the cost of the imported item before
custums duties, bue after transportation and insurance

costs have been added.

Anv of the items mported into the AR.E. either
exempt Or not-exempt from customs Gaties, taxes or
imposts under this Article may be exported by the
Importing party at any time without payment of
any export duty, or impost.

Used but serviceable material, cquipment and goods
resultitg from operations heréunder . mav  be sold
within the ARE provided that the purchasers pay

the applicable customs duties, taxes or imposts, if any
except if sold to EGPC or an affilated company of

EGPC.
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(f) Material, equipment and goeds so damaged or used
as to be nonrserviceable and which' are dassified by
QONI’RACT OR or operating company as scrap or
junk (any such CONTRACTOR' appraisal beng
subject to EGPC approval and any such Operating
Company’s appraisal being subject 0 EGPC  and
CONTRACTOR approval) may be sold as scrap or
junked without payment of customs duties, taxes or

imposts:

‘(gj In the event of such sale under suliparagraph-(c) and
(f) above, the proceeds from such sales shall be divided
m the followmg manner :

CONTRACTOR shall be entited to reimbursement
of its unrecovered cost, ff any, such material or
equipment and the excess, if any, shall be paid to

EGPC.

() “Customs duties”, as uSed herein, shall include all
dutics, taxes or imposts (except those charges paid to
the GOVERNMENT for actual services rendered),

which are payable as a result of the importation of
the ¥tem or wems under consideration.

I} There shall be no licence required, and CONTRA- |

CTOR, EGPC and their respective buyers shall be
exempted from any dutv, tax, fee or any other fina-

ncial impost m respect of the export of Petroleum
hereunder.

1) At a reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOR

shall meet and agree upon a procedure for scheduling
tanker hiftings from the agreed upon point of export.

ARTICLE XIII

BOOKS OF ACCOUNT: ACCOUNTING
AND PAYMENT

2) EGPC, CONTRACTOR and Operating Company

shall each maitain at their busmess offices m the
ARE. books of account, n acoordance with the
Accounting Procedure in Annex “E” and accepted
accounting practices generally used in the petroleum
industry, and such other books and records as may

in
be necessary to show the work performed under
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(b)

i)

e

this Agreement, including the amount and value of
all Petrooleum produoed and saved hercunder.
CONTRACTOR and Operating Company shall keep
their  books of account and accounting  records in
United States Dollars.  Operating Company shal
furinsh o the GOVERNMENT or its representative
monthly retums showing the  amount of petroleumn

procduced and saved hereunder. such retums shall
be prepared in the form required by the GOVERN-

l iy ) Qo 1B, el s o

MENT, or its representative and shall be signed by
‘he General Manager or by the Assistant Manager
or a duly designated deputy, and delivered to the
GOVERNMENT or its representative within thartv
(30) days after the end of the month covered m the

re tuml.

The aforesaid books of account and other books

ey e —— — & et ——

and records referred to above shall be available at

211 reasonable times for inspectivn by duly authorized
representalives of the GOVERNMENT

CONTRACTOR shall submyt to EGPC a Profit and

I oss Statement for the Calendar Year not later than
March 15 of the following year to show its net profii
or loss from the petrofeum operalions under  tlus
Agreenxnd, for such year.

CONTRACTOR shall at the same time subiait 2
vear-end Balance Sheet for the same Calendar Year (0

EGPC.

ARTICLE X1V

RECORDS, REPORTS AND INSPECTION

() CONTRACTOR and for Operating Company shall

prepare and, atall tmes while this Agreement is m
force, maintain acaurate and current records of #s

operations in the Area hereunder. CONTRACTOR
and/or Operat:ng Company shall fumish the GO- |
VERNMENT or #s representative, in conformiyy |
with applicable regulations or as the GOVERN-
MENT or its representative may reasonably requirs
information and data concerning its operations undct

this Agreement.
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(b)

()

A — - —

CONTRACTOR and/or Of)cratj.rg Cnmpaliy shall

save anEi keep for a reasonable Period of time a rep-
resentative portion of each sample of cores and cutr-
mgs taken from drilling wlls, to be disposed of, or

f:‘mv_ardf;d ta the GOVERNMENT or its representa-
tive m the manner duected by the GOVERNMENT.

All samples acquired by CONTRACTOR and/or
Operating Company for #s own purpose shall be
considered available for mspection at any reasonable
tune by the GOVERNMENT or its representatives.

Any such samples which CONTRACTOR or Operat-
ing Company has kepr for a period of twelve (12)

months without receipt of instructions 1o forward
them to the GOVERNMENT or its representatives

or elsewhiere may be disposed of by CONTRACTOR

or Operating Company at its discretion.

Unless otherwise agreed o by LGPC, m case of ex-
portng anv rock sampfes outside A.R.E., samples
equivalent in size and quality shall, before such ex-
portation, be delivered 1o EGPC as representative of
the GOVERNMENT.,

Qriginals of records can only be exported with the
perrission of EGPC; provided, however, that magn-

etic tapes and any other data which must be process-
ed or analysed outside the AR.E. may be exported
if a monitor or a comparable record, i available, 1s
maintained in the ARE. and provided that such
exports shall be repatriated to A.R.E. on the under-

standing that they belong w EGPC,

During the pericd CONTRACTOR is conducting the
explorationjoperations, CONTRACTOR shall  per-
mit EGPC through EGPC’s duly authorized repre-
sentatives or employees 1o have full and complete
access o the Area at all reasonable times with the
right to observe the operations pemg conducted and to
inspect all assets, records and data kept by CON:-
TRACTOR. EGPC’s representative, in exercisng its
rights under the preceding sentence of this paragraph
{e}, shall not nterfere with CONTRACTOR's opera-
tions. CONTRACTOR shall provide EGPG  with
copies of any and all data (including, but not limited
to, geological and geophysical reports, logs and well
surveys) information and interpretatioh or such data
and other wformation in CONTRACT OR’s POsSEs-
sion. All such data and information shall be strictly

confidential and shall not be divulged by EGPC except

to affiliated companies, or by the GOVERNMEW.
while this

without the comsent of CONTRACT OR

Agrcement vemnains m Toree. However, {or the put-

I
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poe: of obtaining new offers the GOVERNMENT
mz » show any other pa rty geophysical and geological
da-» ‘the age of which is not less thag onc year) with
rez #-«t to the Arca adjacent 10 the Area of such new

off =r. '

ARTICLE XV
KESPONSIBILITY FOR LAMAGES

COP‘!-..I RACTOR SJM”. {_:ﬂt_]fj}r ar! -:“J.!L:J}F b: mmmi_
ble in ]z ~ towards thiid

L!tﬂlﬂif} '[.hﬁ GO‘;ERN}'JEI\"’T Eil'ld/'l'lr
damage- frrr which 1t may be

held fial)e on aceount of :
cperations.

any suc:
ARTICLE XV]

FRIVILEGES OF COVERNMENT
REPRESENTATIVES

Duly »uthorized representatives  of e GOVERN.
MENT -hall have access to the Arca covered by this Ag- :
recmmt :’”_d 1o the operations concucty} thereon.  Such
represen’'4LVES may examune the book: registers and re-
cords ot .['.-GPC, CONTRA\CTOR an S .

pany an+! rmake a reasonable number of surveys, drawings

and tests for th’f purppse of enforcing (hg Agreement,
Thﬂ')r' ch: i, for t_h:ﬂ purpose, be entitled ¥ make reasonable
use of thr= machinery and mstruments of CONTRACTOR
or Operiting Company on the Epﬂditirm that no danger

oi impehimait to the operations hereunder shall — avise

directdy indarectly from such  use, The GOVERN-
MENT :hall indemnify and reimburse CONTRACTOR
or Qperating Company for any loss of damage  which !
may in f#ct result from aay such use of g machinery
and instriments.  Such representatives shiall be given rea-
sonable assistance by the agents and ¢employees of CON-
TRACT OR or Operating Company 0 1hat none of their
activitics shall endanger or hinder the sufety or effeciency
of the operations. CONTRACTOR o Operating Com- |
pany shatll offer such repiesentatives all privileges and
facilitics accorded to its own employees in the field sined |
<hall pr”vidﬂ them, free of charge, t}it use of rcasunablc :
office spracE and of adequately fumishe(] housing while
they are in the field for the purpose of facilicating the vbj-
ectives of this Artide.  Anv and all information obtain-
ed by the GOVERNMENF Or 1ts Tepresentatives undcr |
thie Article XV shall be k{’_rnlt confidential with respect
'0 the Arca and shall not he d_”“'““fd during the terms of

this Agrorment without the prior written congent of EGPC

'

parties for any Jumage caused by |
CONT# ACTOR's exploration oper.iticn and shall in- |i

LGPC aganst all !
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ARTICLE XVIj

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNLL

(a) It is the desire of EGPC and CONTRACTOR that
operatwons hereunder be conducted in a busmess-hke
and efficient manner.

(1} The expatriate admuustrative, professional and
technical personnel employed by CONTRAC-
TOR or Operatng Company and the personnel
of its contractors for the conduct of the operations
hereunder, shall be granted a residence as provideg
tor it Iaw No. 83 of 1960 as now amended and
the work permit for aliens as provided for in the
Muusterial Order No. 9 of 1963 as now ame-
nded without prejudice to the A.RE. laws and
regulations relating to public policy or public
Security.

(2) A minimum of twenty-five (25) percent of the
combined salaries and wages of each of the ex-
patriate administrative,  professional and tech-
rucal personnel employed by CONTRACTOR
or Operating Company shall be pard monthly in
Egyptian Currency. Om final repatriation such
personnel shall have the right 10 remit abroad
in U.S. Dollars or other currencies the unused
portion of Egyptian Currency in excess of twenty-
frve (25} percent of such personnel’s salary.

(5) CONTRACTOR and Operating Compiny shall each

select 1ts cmployees and determine the number there-
of, to be used for operations hereunder.

consultation  with
EGPC, prepare and carry out speckalized training
programy; for all its AR.E. emplovecs engaged n
operations hereunder with raspect to applicable as-
pects of the petrolenm industry. CONTRACTOR and
Opcerating Company will undertake to replace grad-
vally thewr non-executive expatrmate staffs by quali-
fxed nationals as they are avaliabic

after

During the period when CONTRACT OR s condu-
ctng Lxploration, CONTRACTOR shall give mut-
ually agreed numbers of EGPC employees an oppor-
turuty to attend and participate in CONTRACTOR s
and CONTRACTOR s affiliate trajning programs re-
lating to exploration and development operations.
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ARTICLE XVII
LAWS AND REGULATIONS

CONTRACTOR. and Operating Company shall be
subject to Law No. 66 of 1953 {excluding Article 37
thereof) as amended by Law No. 86 of 1956 and the
regulations issued for the implementation thereof, in-
chuding the regulations for the safe and efficient per-
formance of operations carried out for the execution
of this Agreement and for the conservation of the
petroleum resources of the A R.E. provided that no
rgulations, medification or mterpretation  thereof
shall be contrary to or inconsistent with the provisions
of this Agreement.

EGPC and CONTRACTOR shall he exempted from
all taxes, except as provided in the Article 111 pra-
graph (F) for income taxcs, with respect to the extrra-
cting, preducing, exporting or transporting of Petro-
leum hereundre. CONTRACTOR shzll also b

exempted from any tax on capial

Therightsand obligauons of EGPC and CONTRA-
CTOR under, and for the effective term of this

Agreement, shall be govemed by and in accordance
with the provisions of this Agreement and can only

be altered or amended by the mutual agreement of
the said contracting parties.

The contractors and sub-contractors of CONTRA- |

CTOR and Operating Company shall be subject to
the provisions of this Agreement which affect them
they shall also be subject to all regulations which
are duly isued bv the GOVERNMENT from time

to time.

ARTICLE XIX
RIGHT OF REQUISITION

In case of national emergency due to war or immin-
ent expectation of war ar intemal causes, the GOV-

ERNMENT may requistion all or a part of the produ-
ction from the Area obtained hereunder and require

Operating Company to increase such production to
the utmost passible maximum. The GOVERNMENT

may also requisition the oil field itself and. it necessary

related facilities.

In any such case, such requisition shall not be
cffected except after mviting EGPC and CONTRA-

- —— —— o ——

- R e — [

CTOR or their representative by remstered  letter,
with acknowledgement of receipt, to  express their

view with respect to snch requisition.
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T']}n:. requisition of production shall be  effected by
Ministeerial Order. Any requisition of the oil field
1tself, or any related facilities shall be effected by a

presidential  Decree duly notified to EGPC and
CONTRACTOR,

In the event of any requisition as provided above,
the GOVERNMENT shall indemnify full EGPC

and CONTRACTOR for the period during which
the requisition is maintained, including

All damages which result from such requision.

Full payment each month for all Petroleum extra-
cted by the GOVERNMENT less the royalty share
of such productton.

However, any damage resulting from cnemy attack
s not within the meaning of this sub-paragaph (d).
Payment hereunder shall be made 1o CONTRACTOR
in U.S. Dollars remittable abroad. The price paid

o CONTRACTOR for Petoleum taken shall be
calculated in accordance with Article VI Paragr

aph (c}.

ARTICLE XX

ASSIGNMENT

Either EGPC or CONTRACTOR shall be entitled
o assign its nights, privileges, duties and ohligations
under this Agreement, provided that -

(I} The assignor shal] remain jomUy and severally
liable with the assignee for the performance of
the obligations and duties of the assignor her-
eunder.

-

(2) The GOVERNMENT approval to assigniment

shall he first ehtained.

(3) The instrument of assinment must include
provisions stating precisely that the assignee is
bound by all terms and provisions contained in
this Agreement and any modifiiation or additions
n writing that up to such time may have heen
made. A draft of such instrument of assignment

shall be submitted to the GOVERNMENT for
review and approval before being formally

executed.

(4} The obligations of the assignor arising from this
Agreement must have been duly fulfilled as of
the date such request ts made or assignor an
assignee jointly and severally guarantee fulfilment
of any unfulfilled obligations of assienor in
accordance with the terms of this Agreement

'l
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Any assignnment made pursuant to the provision of

this Article shall be free of anv transfer or related |

taxes, charges or fees,

Not withstanding the foregoing provisions of this
Article XX either EGPC or CONTRACTOR shall be
free to assign its rights, privileges, duties and obliga-
tions under this Agreement to an affiliated company,
provided always that the assignor and assienee shall be
jointly and scverally liable for the performance of
the obligarion. and duties of the assignor.

ARTICLE XXI
BRLEACH OF AGREEMENT AND POWER

TO CANCEL

The GOVERNMENT shall have the right o cancel
this Agreement by Order or presihomnal Decree,
with respeet o CONTRACTOR, in the following

Instances

(1 1f i knenwingly has submaed any folse staterments
to che GOVERNMENT which were of a matcrial
consideration for the executiom of this Agreement.

(2} If it assigns any mterest hereunder contrary o
the provisions of Article XX hereof

(3) If it is adjulicated bankrupt by a court of

competent jurisdiction

(4) TIf it docs not comply with any final decision

reached as the result of court proceedings com-
paragraph {(a) |

ducted under Article XXIII

hereunder ;

(3) If it intentionally oxtracts any
than Petroleumnot authorized by this Agreemert
ot without the authority of the GOVERNMENT

except such extractions as mav be unavmdable
as the result of operaions conducted hercunder

in accordance with accepted petrofeum industry

practice and which shall be rotified to the

GOVERNMENT or its representative as soon |

as possible ; and

(6) If it commits anvy material breach of this Agre-

ement or of the provisions of law No. 66 of 1933,
as amended by law No.86 of 1956, which are
not expressly contradicted by the provisions of

this Avreement. *
place without prejudice to any rights which raay

have accrued to the GOVERNMENT against ;

CON'-I?RAGI'OR iy accordance wi[h the P_r{}'-i. '.
dons of this Agreement, and, in the event of

arch cancellation, CONTRACTOR shall have
the right to remove from the Area all its prreonal

Property.

mineral other |

Such cancellation shall take
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If the GOVERNMENT deems that one of the

afaresaid causes (other than a force majeure cause |

referred to in Articles XXIT hereof) exsists to can-
cel this Agreement, the GOVERNMENT shall give
CONTRACTOR nintety (90) days written notice

personally served on CONTRACTOR’s General
Manager in the legally official manner and receipt

of which is acknowleged by him or by his legal agents,

to remedy and remove such cause ; but if for anv rcason
such service is impossible due to unnotified change of

address, publication in the Official Joumnal of the

GCGOVERNMENT of suck notice shall be considered !

as validly served upon CONTRACTOR. If at the

end of the said ninety (90) days notice period such |

caus¢ has remedied and removed, this Agreement ey
he cancelled forthwith by Order of Presidential Dec-
rec as aforesaid, however, that if such cause, or
the failure to remedy or romiove such cause, results

from any act or onussion of ope party, cancellation |

of this Agrcement shall be effective only as against
that party and not as agamnst the other party hereto.

ARTICLE XXTI

FORCE MAJEURE

The non-performance or delay i performance by
EGPC and CONTRACTOR, or either of them, of
anv obligation under this Agreement shall be excused
if. and to the extent that; such non-perforrmace or
delay is caused by force majeure. The rrriod of
any such non-performance or delav. togcther with

-

!

—_— e, — e —— = —

—_r  —

such period as may be necessary for the restoration |

of any damage done during such dclay. shall he
added to the time given in this Agreement for e
performance of such obligation and for the perfor
mance of any obligation dependent thereon and
consequently, to the term of this  Apreement, but
only with respect te the block or hlocks affected

“Farce Majeure”. within the meaning of ﬂ}i: .-“E:'r-
icle XXI1. shall be anv order, regulation or direction
of the GOVERNMENT of th- ARAB REPUBLIC
OF EGYPT or T1S.A with respect 10 CONTRAC-

TOR whether promulgated in the form of a law ar

otherwise. or anv act of God. InswTection riot, war,

strike. and other labor dicturhances. fires.
anv cause not due to the fault or prelicenct

or CONTRACTOR or cither nf them,
not milar to the foregoing, provided that any

cause as bevond the reasonable  contral of
and CONTRACTOR. or cither of Them.

~f FOPC

1 :th

rGPC

finexls or -

whether or

|
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Without prejudice to the ahove and except as inay
be otherwise provided herein, the GOVER NMEN'T
shall incur no responsibility  whatsoever w0 EGP(
and CONTRACTOR, or either of them for any
damages, restrictions or losg arsing in comsequence
of such' case of force majecure, except a force maj-
cure caused by the order, regulations or direction of

the GOVERNMENT of the ARAB REPULIC OF
EGYPT.

if the force majeure event occurs during the intia
r:xplgrat:oq peniod or any  extension  thereof and
conunues n effect for a  period of two (2) years,

CONTRACTOR shall have the option upon ninety
(30) days prior written notice to EGPC to terminate
its obligations hereunder without further lability
of any kind and, if stll o force, the Guaranty
contained in Annex* C hereto, shall be automatically
cancelled and EGPC shall so  notify the Bank to
release the Guaranty.

ARTICLE XXIII
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT |

and the parties hereto with respect to the mterpreda-

tion, application or execution of this Agreement, shall B J"-'ﬂ Fadh SE .Y ,S e i Jl""i L"‘-:"":‘h‘;'hj*1 I-i-‘:J“*

be referred to the jurisdiction of the

courts,
Any dispute arising between CONTRACTUR and
EGPC in connection with the present  Agreemen:

shall be finally settled by arbitration. The ach |

itratton. shall be held in Stockholm, Swedn, and

conducted in accordance with the Rules

|

ADDIOpriat.
A.R.E. Courts and shall be finally settled by such

l

of (rm-

chation and Arbitration of the mtemational Chamber

of Commerce. In the event of no provisions Leing
made In these Rules in certain cases, the Arbitratory |

shall establish their own procedures,

The arbiration shall be initiated by either party |

giving notice to the other party that it elects to refer
the dispute to arbitration and that such party (hrin-
after refferred to as the “First Party")
ted an Arbitrator who shall be tdentifted in :aid
notice. The other party (hereinafter referred to as
the “Scond Party”}, within fifteen {15) days shall
notify First Party in writing, identifying the Arbitra-
tor that it has selected.

If the Second Party does not appoint its Arbtrator
as aforesaid, the First Party shall have the right to
apply to the Court of Arbitration of the mtcquti{.mnl
chamber of commerce to appoint a second arbitrator.
The two arbitrators shall, within thirty (30) days, se-
lect a third Arbitrator failing which the third Arint-

rator shall be appointed by the Court of Arbitranon |
of the Intemational Chamber of Commerce at the

|

request of either party.

has appoin- |
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() The third Arbitrator must be a citizen of a country
other than the A.R.E: or U.S.A. and acountry winch

has diplomatic relations with both the A.R.E. and

U.5.A- and shal]l] have no ecoanomic interest i t:e

ol business of the signatorics hereto.

(/: The parties shall extend @ the Arhatration Bowd all
facilities {including access to the  petrolcurn opera:
tions) for obtaining any mformauon required for
proper determination of the dispute. Tle absence
or default of any party to the arbimation shall not
be permitted to prevent or hinder the arbitrasion

procedure i oany or all of its stags.

(g) Pending the decision or award, the  operaions  or
activitics which have given rise w the arbitration necd
not be discontinued. In 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 favor of the complainunt.

() Judgcment n the award rendered may be atered
in any Court having jursdiction and appiitation
may be made in such Court for a judicial ucceptance
of the award and an order of enforeement as the (ase

may be,

(i The parties destre that, wherever appropriate. dects:
ons and wwards shall 3pf:c1fy a tme for comphatice

therewith,

(;; The provsion of this Agrecment rolating to arlxtra-
tioa shall centinue in force notwithuuanding the tem
nation of thik Agreement.

(ky PRINCIPLES OF GOODWILL. THE s graturies

hase their relaticns with respect to this  Agivoment

cn the principles of goodwil! and zood faith. Tak-
g mto aecount thElI‘d fferent naticnal tics, this Agree-

mnt of such arhitration shall be  z.ven effect  an:l

hal! be intopreted and applied o confeamuy with
principles of Taw common to the 4 R.E and USA
nd i the absence of such common principles, fren

in conforrmty with the prmclp]tf-; of law normnlly
recognized by civilized nations in general, includ

ing thosc which have been applicd by internations

Tnihunals.
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ARTICLE XXIV
STATUS OF PARTIES

The rights, duites, obligations and Habilities in
respect of EGPC and CONTRACTOR hereunder
shall be several and not joint or collective it being
understood that this Agreement shall not be construed
as Constituting an association or corporation or par-
tership

CONTRACTOR shall be subject to the laws of

the place where it is incorporated regarding their

legal status or creation, organzation, charier and by
laws, sharcholding, ownership. CONTRACTORs

shares of capital which are entirely held abroad
shall not bc negotiable m the ARE. andd  shall not
be offered for public subscription nor shall they
be subject 1o the stamp tax on capital shares nor any
tax or duty in the A R.E. Contractor shall be exemr
pted from the application of law  No. 26 of 1954
as amended, and from Law no. 9 of 1964

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operating  Company, as the case

@)

(b)

may be, and their contractors shail :

Give priority to local contractors as long as then
prices and performance are comparable with interna-

tional prices and performance, CONTRACTOR and

Operating Company shall, however, subject to the
preceeding sentence, be expted from the provisions

of prr;sidtrltial Decree No. 1868 of 1974 as amended.

Give preference to {ocally manufactured material,
equipment, machinery and consumables so  long as
their quality and time of delivery are comparable to
internationlly available materials, equipment, machin-
ery and comsumabies. However, such material,

equipment, machinary and consumable may be
imported for oncrations conducted hercunder if the
local price of such items at CONTRACTOR's or

Operating Company's operating  base in ARE. is

more than ten (10) percent higher than the price of
such imported items before customs duties, but after
transportaon and Insurance costs have been added.
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ARABIC TEXT

The Arabic version of this agreement, shall, before the £ .
Courts of AR.E- be referred to in construing or mterpret- oy . ‘-’:‘J"”u‘ﬂ]
ing this Agreement provided, however, that in any gL TRV PO > Lty ol an 4y g § Lﬁ‘-rLI
“arbitration: pursuant to Article XXII1 hereabove between | O Al @ : S

' s 211 oad ey L, e k)., <4 {
EGPC and CONTRACTOR the English and Arabic Y st

- _ 14 R ‘ o )

m construing or nterpreting the Agreement - :l::’iu‘fy| Juskiy i (3 5 gl

l‘J:JL'J Z:ilﬁ"ﬁl i-:ll _{-.-Il; d :::-)Llij.b 1_..;*1:?1 n-.'hL

ARTICLE X¥+/ir (O ~2ally du ol o4 )-

GAS :,L;.Jl

1 G5 is produced or is capable of being produced from L) gls ¢ dhelt N I VR T S ey
the Area, EGPC and CONTRACTOR shall studv all W 4 e dany 154 - ~ | '
‘possible economic altematives for its use and decide on ; Chs ¢ e ' iﬁ:hu}’l,_—_,‘y']‘_,.'yl 55’&1—21-‘:' Jalall
’.th‘t best alternative for E.GPC‘ and _GONTRACTOR ,:t*“f Slady by gl ot e by las JLAG) 3 el i)
ointly. The cost and expenscs in the field of puoduciag Ji
son-associated gas shall be recovered n accordance with '
the Cost Recovery Principles of Artidle VIL Produc | ¢ 2323 2= B olall iy o lali W1 i Je dwlli
ion Shanngorinciples of ArticleVII shall applv to the value |k ,;_;‘ a6 2 ey e Ld sl J'[ 3% Ji 1S P PV
nf associated and non-associated gas if sold for exportand | = ‘ . ) o | -
) ) ) L ! r""'-"t---:\‘! Jit.._..-.ta-ﬂ }l'_pl.- K..:-J( . L,. Y
hot used in operations, flared or re-mjected. However, | - - & i"E.) T2 oA 1‘:3
any (5as not exported outside AR.E. in a liquid or sold |3 (& ookl 2l e )udz_l’! J=ba Uy N U 3
ftate, or not used in operauons (including re-injectiony,
shall remain the property of the State and may be uriliz- ] LBl Ug bl ot
td by EGPC and EGPC shall not be liable, for payment ! TP S DU WG o) e Al 1_‘.1 JeaY ad

CONTRACTOR of any costs or expenses respecting Jy Y il ,_;L.YJL..AJJW.\;L.{;_}'J W el s ARNRRY

y past operations of CONTRACTOR related to such ‘ L
as. Under no circumstances will CONTRACTOR be
tsponsible for or bear any cost  expenses incurved for ) (Cf ) L L
ulization of Gas used internally in the ARL.
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ARTICLE XXVIII (Sa2 Ly

GENERAL | ol e

"The headin titles to each of the Articles to this by
gs or b= 10 FHICIES SIS Prht ] I TS D T (LR N
&eement are solely for the convenience of the parties ot 43 Mar ool “—""’JH‘-{-’L‘“ e

£reto and shall not be used with respect to the interp- . abdiads LG L0 s ST Ar S DUC S B T TR TR
- - - ~ s : - 'L-; —JY '* l‘; ‘ .’
“tatwon or consturction of said Articles. B 3 Sl Y
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ARTICLE XXIX

APPROVAL OF THE AR.E. GOVERNMENT

['his Agreement shall not be binding upon any of the
partics hereto unless and until a law is issued by the
corppetent authorives of the A R.E. authorizing the Min-
ister of Petroleum to sign said  Agreerrent and  giving
this Agreement full force and effect of law notwithstand-
ing any countervailing governmental enactment, and the
Agreement is signed by the Government, EGPC and CON-
TRACTOR.

ARAB REBUBLEC OF EGYPT

BY

|

EGYPTIAN GENERAL PETROLEUM CORPORA-

TION

BY |

GULF OIL CORPORATION acting by and threagh its |
division ‘
GULF ENFRGY & MINERALS COMPANY-INTER-
NATIONAL

BY
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Annex “A*
DESCRIPFTION OF THE AREA

QANTARA CONCESSION AGREEMENT

EGPC — GULF
(BIOCKS 7 & 9)

Annex “B” is an illustrative map cf the scale 1:1,000,000
including the area covered and affected by ths agree-
ment.

This area measures approximately 2400 kms* and is comr-
posed of all or part of 24 blocks, each complete block of
which is six {6) minutes latitude by six (6) minutes longt-
tude, approx. onc hundred {100) kms of surface area
more or less.

The area is bounded by a group of straight lines. It
1s to be noted however, that the delineation lines of the
uidividual exploration blocks m Annex “B” are intended
to be only illustrative and provisional and do not show
accurately their position in relation to existing monuments
and geographical features.

Coordinates of the comer points of the area are given
n the following table, which forms an integral part of
ithis Annex “A”.
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Annex “C”

LETTER OF GUARANTY

Cairo, , 197

ETTER OF GUARANTY No.

;GYPTIAN GENERAL PETROLEUM CORPORA.

FTON

?ﬂ"ﬂt&mfn_,
The Undersigned, National Bank of Egypt, Cairo as

yuarantor, hereby guarantees to the Egvptian General
‘etroleumn Corporation (heretnafter referred to as EGPC)
o the limit of Fourteen Midiion (14,000,000) in U.S. Curr-
ncy the performance by Gulf OIL CORPORATION
nereinafter referred to as CONTRACTOR) of its chliza-
Eaus required for exploration operations to spend a mini-
num of Fourteen Million (14,000,000} U.S. Dollars during
he intial Three (3) years of the exploration period und=r
\rticle IV of that certain Concession Agreement {hereiria-

ter veferred to as the “Agreement™) covering that Area

lescribed in Annexes “A” and “B” of said Agreement, by

nd between the Arab  Repubile of Egypt (heremnalfter
eferred to as “ARE."). EGPC and CONTRACTOR.

ated.. ..

It 15 understood that this Guaranty and the hability
f the Guarantor hereunder shall be reduced quarterly,

suring the period of expenditure of said Fourteen Million
14,000,000) U.S. Dollars by the amount of money ex-
yended bv CONTRACTOR for such exploration opera-

ions during each such quarter. Each such reduction <hall
e established by the joint written statement of FGPC

nd CONTRACTOR.

In the event of a2 claim by EGPC of non-performance
i surrender of the Agreementon the parnt of CONTRAC-
+OR prior to the fulfillment of said mmimum expencli-
ure obligation under Article IV of this Agrecment there
‘hall be no Hability on the undersigned Guarantor for pay-
nent to EGPC unless and until such liability has been
stablished by written statement of EGPC, setting forth

ne amount due nder the Agreement.
It is further condition of this Letter of Guarunty that

\ This Letter of Guaranty will become avilable only
provided that the Guarantor will have heen infor-
megd in writing by CONTRACTOR and EGPC that
the A remcnt between CDNTRﬁCTOR AR E. and

EOPC has Decome effective according to it terms,
and said Guaranty shall become clicetive on the

Effcctive Data of satd Agreement.
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. This Letter of Gurranty shall, any event automa- : Wlal s olal Sl S Jl ‘-5‘ J"—’( T)

N
tically expire :. *

(a) Three (3) years and six (6) months after the date | . &4 . v 'é,k O o Loy Sl e (4 ) B A ( )
it becomes elfective, or

(b) at such time as the total of the amounts shown | 4y o 1 LN G, 5 a1 Gl g o2 e aoie ()

on guarterly joint statements of EGPC and N AR L gls oLl Tk e, ISe ]
CONTRACTOR equals or exceeds the amount 1 J s s JyUik g 2 P Pt

of said mmimum expenditure obliga‘ion, l el ol o 3t

. . . o PR T T
whichever s earlier. G| % Sl

(3} Consequendy, any claum in respect thereof should be | ulall J] pAd [JL_.:g:_ olall a3 Yk LT ab b (v)

made to the Guarantor prior to either of sa’d expira- i‘ " . s L ‘
tion date at the latest accompanied by EGPC’s written L:LSF Sl 4 1Pessa #5 J“*—JL:“IIH-’U"" il éJ"J: or! Ja

statement, setting forth the amount of under exprndi- ‘ . T oy , .
wure by CONTRACTOR to the effect that -  slafey JsUl u‘“‘:fl Y :j‘“ 43 305 4240
‘) CONTRACTOR has faided to perfora jis | %20 g R Cipalb QLI A d U o1t
expenditure obligations referred to in this Guara-
nty, and |

&l ()

"/

coadl M by Ll el s 4
o T

(5) CONTRACTOR has failed to pay the expendi-
ture dehaency to EGPC.

We declare that on ssuing thus Guaranty we did not | J’ig!;tt‘hﬂﬁﬁ A -:"-511:': ‘lllkh” ”jﬁ*’u"ﬂ\fhﬂ""m
exceed the limit of total guaranties which we arc entitled
to issue as per Minstry of Econory’s letter No.

Pl 35l VIE ) LS e Lo

dated 197
Please retumn to us this Letter of Guaranty it the cvent L b fakiat’ li ekt s Shal A sl L,
it does not become effective, or upon the expiry date. . Jg\.ﬁuj
Yours faith.full';.«'. s lally g el '_}“:y‘ ) i
For the Naitonal Bank of Fevpt | 4l A

Accountant Manager —-
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Annex “D”

CHARTER OF

QANTARA PETROLEUM CONPANY

ARTICLE 1

A jont stock company having the pationa:ty of the
ARAB REPUBLIC OF EGYPT shall be formed with
‘he authorization of the GOVERNMENT 1n accordance
with the provisions of the Agreement referred to  below
and of this Charter,

The Company shall be subject to all laws and regula-
nons in force in the AR.E., to the extent that such laws
and regulations are not inconsistent with the provisions of
thi« Charter and the Agreement referved to below.

ARTICLE II

The name of the Company is “Qantara Petrolenm Conr
panv’ abbriviated as "QANPET™,

ARTICLE 111

The 1i ]l Office of QANPET shall be m the ARE.
in Cairn

ARTICLE IV

The objrct of QANPET is to act as the agency through
which EGPC and GULF OIL CORPORATION herein-
after referred to as“CONTRACTOR” carry cug and con-
duct the Development operations required in accordance
with the provisions of the Agreement signed on the

dav of by and between the ARAB
REPURI.IC OF EGYPT, THE EGYPTTAN GENERAL
PETROI.EUM CORPORATION and CONTRACIOR
covering petroleurn operations in QANTARA Arca desc-
rhed theren.

QANPET shall also be the agencv to carry out and
condu-t exploration cperations after the dare of Comme-
rcial Discovery pursuant to CONTRACTOR's Wark
Program and Budget approved in accordance with the
Agreement,

QANPET shall kerp acconmt of all costs, expenses and
expenditures for such operations under the terms nf the
Agreement and Annex “E” thercto.

QANPET shall not cngage in any business or under:
take anv activity hevond the performance of said opera:
t10ns.
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ARTICLE V

The authornized capital of QANPET 1s twunty thousand
pounds Egyption (L.E. 20, 000) divided into five thousand
(5000} shares of common stock with a value of four pounds
Egyptiai (L.E. %) per share having cqual voung rights,
fully paid up and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold
and own, through out the Life of QANPET referved to

above one-lalf {14) of the capaal stock of QANPET pro-

vided that only in the event that either party should |

transfer or assign the whole or any percentage of its owner-
ship interest in the entirety of the Agrcement, may such
transferring or assigning party transfer or assign any of
the capital stock of QANPET and, n that event. such tran-
sferring or assigning party (and 118 SUCCEs$Ors and ass:gns)
must transfer and assign a steck ntersst n QANPET
equal o the wansferred or assigned wholc percentage ol
its ownersh’p mterestin the entirety of the said Agreement

f&RTi(_:LFJ 1”!'-]
OANPET shall not own any rnight atle, interest or

estate in or wnder the Agreement or in any develop:

ment lease created thereunder or m any of the petro-

leum produced from any exploration  block ar develop-
qent lease arca thereunder or i any of the ass:ts, Cqn-
pment of other  property obtamed or used 11 connec
as a prin-

tent therewith, and shall not be f.’ihiig:m:nl

cipal for the financng or performance of uny of the duwr
tics or obligations of ether EGPC or CONTRACTOR
ander the  Agrcemont QANPET shail not make any
profit from any source whatever.

ARTICLE Vil

QANPET shall be no more thau an agnt for LGPG
and CONTRACTOR. Whenever it 1s indicated  her-
en that QANPET chall decide, take action or make a

propasal and the like, |
jon or judgemint s the result of the decision or judge-

ment of CONTRACTOR, or FGPC and CONTRA
CTOR, as may be requiced by the Agreemernt.

ARTICLE VIl
Q;’s.‘il’lﬂ'? Jrall have a Board of Dircetons -=.'.i1,'[1?€i515{1g
of eight (8) members, four (4} of whom shall e clesie-
nated by EGPC and the other four (4) by CONTRAC-
' chall be designated  hy EGPC

TOR. The Chajrman | | 3
and shall also be a Managing Director. CONTRAC-
TOR shall designate the General Manager who shall

also bc & Managig Director

+ i understood that such decis |

1wy o b Yy A ()50) Y sl B i B

H

¢4

g LUl )
(Youos ) il Oppm gn & e Mk 00 e
}-_.:f-i: sl ppa (000 ) YT Aer ] e g pae e
L gibed panlpin (8 ) Am sl 5 Ands o gedl G40
Aty BJL

“ B L s s Iz 5y W e 5
“‘-:-!:E’:” Ry \‘-;H-‘ b rf“*‘ (V) wn adle ) L
RJVE RN PPN ANC R PRV b PR IR - VIO R
ookl STaLT L e sl ) e )1 T
s :,T S gl a5 5o il e g
P SO PR FRRC B PRV e PR RV
Hige Jiki s - Ol b DL g £y ) S50 AR
WA Ll s BT Jb o) el B A
LW paa e A s Flan ol 050 T el
_ g
( R R Y )
AR IR EA RN EION ) JLICER
L'-" G e ol 3Ny Y g 51 3 N e 1Y,
J_.T::. -,j,,;,.; C'Ll.:i L;I O CJ:-::.....- Y ,_gi 3, slsy! ,,:LAQP
ol Jael ] 3 Yy B et A M WL G iF
Yot o L2l Wl Jpad] ‘FL;_,ZT..:JK.LL‘J‘;;M»
;.'!J\ _'J ._}f.}:T » L:j] Jl J:-#U.\.EF .:i-‘l__ \,II__, LL.:.JL_-.-I-O-HH ..L:.l:.-; L-f"'ﬂb"‘)l
LI S T BT I P S A Y -0 Y NP
£ sl g o ¥ A e Y, L Y L
. G:JK_jirrﬂ’-' JT s

gy
3y DYy B e S s e CuBTE S
PEERA N PR I - I LA RS WE RO S g ) B Py Y I
Sl o she i A O el G cB AL LLILIE
R PO RIS SIS IS 1 V1 R SR PP Y
( e L)
b o ¢l D e 30 L e SOETE A O
3 - L.r:_r:_i“ (t) 1-'”‘3" J Ul ALy ¢ (-1-'( ! )J-"*,J'i
8 (i ;_;ll.‘ll u-l;' b ity Ay -L‘..:H s ;J"-‘}HH"M

A ;_J|'-3'1 L_v--l’:" §ak dnds g rL..li _{..I..Ll JJLIH



50

vy o plovt i (550) e 2 e ey 2l

ARTICLE 1X

NMeetings of the Board of Directors shall be vahd
i[ 2 majority of the Directors arc present and any
dacision taken at such mmeetngs must have the affirma-
tive vote of six (6) or more of the Directors; provided,
however, that any Director may be represenzed and
vote by proxy held by another Director.

ARTICLE X -

General mectings of the shareholders shall e vabd f 2
majority of the capital stock of QANPET s represented
thereat. Any decisions taken at such meetiigs must

have the affirmative wvote of sharcholders owning or

representing a majonty of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulauons

covering the terms and conditions of employment of the

personnel of QANPET empi~ed directly by QANPET,

and not assigned thereto by CONTRACTOR and LGPC.

The Bourd shall, in due course, draw up the By-
Laws of QANPET and such By-Laws shall Le effective
upon being approved by a General Meeuny of the
Shareholders, in accordance with the provisions of Arti-

cle N hereof.

ARTICLE XII

QANPET shall come i0to xistence within ity (3U)
davs after the dawe ol Commercial Discovery as prowid-
ed for wm the Agreemcnt.

The duration of QANPEL shall be tor a period equal |
 the duration of the said  Agrecment, including any

renewal thereof.

i1 shall be wound up and Lquidated if the Agreemicnt
referred 10 above is torminatcd for any reasen as provid-
ed for therem.

EGYPTIAN GENERAL PETROLEUM CORPORA-

TION

BY'

KATION, acting by and through

GULE QIL CORPO
NERGY & MINERALS

Sts division, GULFE
INTERATIONAL.
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Annex “E” ( ) A1

..
ACCOUNTING PROCEDURE

OCLEDURE "_;ﬂ.ubil fLE'-"H

ARTICLE I (Jad asULT)

GENERAL PROVISIONS anlc TB:"T
Definitions : Sl A (1))

The defimtions contained in Article 1 ol the Con-
Accounting
Certan
‘accounting terms herem usad are defined as follows:

cession  Agreement shall apply 1o this

procedure and have the same meamng.

(I) “Agreement” means the Concession Agreement
of which this Anpex 15 a part.

{2) “Non-Operator” means the parues to the Agree-
ment other than CONTRACTOR when 1t s
performing work.

Statements of Actwaty

A. CONTRACTOR or Operating Compuativ, as the
case may be, shall, pursuant 10 Arucle IV of
the Agreement, render to Non-Qperitor within
thirty (30) days of the end  of cach guarter a
Statement of Exploration Acuvity reflecting all
charges and credits refated 1o the Exploraton
optrations for that quarter summarized by
appropriate classifications mdicauve of the pature
thevenf.

B.  Operatng Compuny shall render o 19GPC and
CONTRACTOR within thirty (30) days of the
end of each month a Statement of Development
Activity reflecting all charges and credits related
to the Development operations for that menth
summarized by appropriate  classifications
indicative of the nature thereof except that
iiems of controllable material and unusual charges
and credits shalt he detnled.

Adyustments and Audits

A. Fach Statement of Exploration  Activity shall
conclusively be presumed to be true  and conr-
cct after three (3) months following the receipt
f rach statement hy EGPC mnless within the
sand three ["%} months EGPC takes written exces:
ption theretn pursuant to Artiele IV () of _thf:
Agreement.  During said three (3} mru:!}hs perevl
supporting  documents will be a\r'ﬂtl-ilhlﬂ for
spection by EGPC dunmng all warking hours.
CONTRACTOR will have the samc auditc
rights Of1 Opcrating Cnmpan}f statements  as
EGPC under this sub-paragraph.
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B. All statcments of Activity for Devclopment for | o 4L A s oF Ledb 2.0 L1l r' 5 K (‘-—-‘)

any Calendar year shall conclusively be presumel ! JT":{”) T ey il an DL die s PRI
to be true and correct twenty four (24) months e ), ]‘it.il ,.__._..;,- . {'l Yl ¢ -L.._Jl dll-. ANELL
- 2l 4% el 12 Ll 4,

following the end of any such vear unless within .

wdy ; : el - 4l
the said twenty-four (24) months period EGPC or | 25 o *J‘U-’f“ (re) &l *f*"’f‘ i
CONTRACTOR takes written excepuion there- SY O 55 Al Ly (v E) O raly 45 W 6 L
to.  Pending expiration of said twenty -four (24) P ICRY I P P LV S P F U S
monthes EGPC or CONTRACTOR or both of | 2. ol aashl Sl Lo, Sl 301
them shall have the right to audit Operating e T _ _
Company accounts, records and su pporting dacu- {3 ) AU G hole 2 o] 4, Ll i Al

mentts for such year.in the same maniwr as provid- Aaleyl .
ed 1n Arucle IV {f) of the Agreemant "

Currency Exchange : 2 daadl L (¢)

CONTRACTOR's books for Exploracon and Ope- | - SN . . S pl gty - . =
ratng Company books for Si}w&lﬂpz'mnt and E:-Lplu]z:i- el 3l 79 'r_h&" Sl LAl s s
tion, if any, shall be kept in the AR E.in U.S. Dollars. | Yo (g-p-z ) d ¢ Samy Ol L ol Lol Lol
AL U.S. Dollars expenditures shall be charged ju the Yl Y d Sl B ¢ A AW ] AN
amount expended.  All Egypdan Pounds expenditures G52 :li_)-.a.‘“ du[ ‘_-_,',_',,: l‘_:u-*____a,_.- :‘-_5::,;-:5”' ;'.""‘j‘!

shall be translated to UU.S. Dollars at the official buv-
_ ‘ 2ol LY I 20 | i - =s
ing rate of exchange issued by the Central Bank of -—-’ij Yoo s pald L““’LL el ol

Egypt on the first day of the month in which expen- | ekl g3 M el Cm o ball ol G [l R b3 L.

ditures are recorded, and all other non - 1.8, Dollar L;J,."YL_;_.E;;‘;H ef,y . ol R L PRY) o] L}“JJ::"] _J_|1 d

expenditures shall be  translated 16 U.S. Dollars of e _ | . . j T
'--”‘f..g_?‘” ‘-:-*1'__!‘:"’}3 L..r-i rn’f'-"“ J":'JC:’...f"" ! s docl] QL_&_}H h._'...alq_;"‘.u.‘i_,n.;:

the buying rate of exchange for such CULTENCY as o _ ' )
quoted by Notional Westminster Bank Limited Lon- s gl acs P pry e UTL 1_5«.'“,—-'5'1;.1.::11

don, at 10.30 am. GM.T, on the first dov of the S clelaay p. el g o D) 4 $Jb,th el
immonth n which expenditures are recorded. A roco- 1 _.E&.%J R 4..:.._,..LJ dﬂijrjit_'_,-a oy de L:-*—’*J""

rd shall bc kept of the exchanee rates used in trars- e Sl T /
lating Egyptian Pounds or other non-1U.S. Dollar '-:-*L“*“:'*:ﬂ“ C—Jlt"-’[‘,t‘.i—-'l‘-"—j! g et Ly

expenditures to Doliars. _1:,52;_,.1‘_*_,1_",",_-,1_;1 1:{5.#”3'1 ;_1,,:1]_;_,[‘,'1.” AR ;'-"”;5_;:1}"
Prececdence of Documents : FE I S ETR ( :-)

I the event of any inconsistency or conflict between
the  provisions  of this accountny Procedurs
and the provision of the Agreement treating the same ala dolar 30 I S35 48l Vo vy el

subject  diffcrently, then the provisions  of  the | Ch o PR
Agreement shall prevail. sl Jems I LY Lo i b ol

rkh'.]l a2 g L ] JTLT;'JL: diﬂ,ﬂn (!

—

Kevision of Accounting Frocedure - . el rl-Li-'J! S A (1)
By mutual agrecment between EGPC and (CON- RPN Py rll;_:Jl s b ¢ Jaall, 2 4 sisl, "
TRACTOR, this Accounting Procedurs may he . L 1 - LJ.. | T "
revised from time to time in the light of future arrange- v Sl Al ,o S~

maents,

: sl Jo sl UL e (y )

No Clarge for interest on inpestment -

Interest on Investment shall not, at any time, be Syl J‘;"Cl‘f bl e '_jl_,:-::tld. b sl 252y
charged as recoverable cost under the Agreement, - OV B g s oy B
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRA-

FJTOR shall alone bear and, directly or through Uperat-
ing Company, pay the following costs and expenses, which

costs and expeuses shall be classified and treated in
accordance with Article VII of the Agrcement.

1a

Iy

Surface Rights :

All direct cost attributable to the acquiiLion, rene-
wal or relinquishment of surface rights acquired and
mamtained in force for the Area,

Labour and Related Costs -

A)  dalanes and wages of CONTRACIORs or
Operating Company's employees, as the  case
rnay be, direcdy engaged in the varous activities
under the Agreement including salarvics and waigcs
pa:d to geologists and other emplcyees who are
temporardy assigned to and empleyed i such
activiaes,  With respect to Expatrate employees,
salaries and wages consist of actual Base Salarie
and actual Foragn Service Premtums paid to

such employees,

B) Tor expatriate employees permanently ass:igned
to Egypt : (1) all allowances applicabie 10 salaries
and wages, (2) cost of established plans and (3)
all travel and relocation costs for such expatriate
emplovees and their familes to and from the em-
ployee’s countrv or point of origin at the time
of employment, at the ume of separation as a
result of transfere from one Jocation to another

and for vacation. {Transportation and reloca-
ton costs for employees and their famthes tran-
sferring from AR.I. to another locaticn other
than their country or point of or;gim shall not be
charzed to A.R.F. opcrations). Costs  under
this Sub-Paragraph 2. B shall be egual to etghty
(80) percent of salanes, wages and pireniums
chargeable under Sub-Paragraph 2. A, Paragraph

g and Sub-Paragraph 11. B of this Artiwcle U1
The pcrcmtage outlined above reflects CON-

TRACTOR s actual cost as of the Fffective Date

: Nroyrel . AT rits. allowances
with 1 TaAra e thi Ftlrnm.a[r‘u1r benert H |

amkl costs

1. Housing and Udlities Allowan. e
9. Commodities and Services Allowance.

7 Special Rental Alowance.
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Vacation Transportation Allowance.
vVacabv. Travel Expense Allewance.
Vacation Exces Baggage Allovance.

Education Allowances {Childeen of Expatri-
ate Employees).

8. Hypothetical U.S. Tax Offset (which resulis
xt a reduction of the chargeable pereentage).

an

-] hon

9. Retircment Plan.
10. Group Life Insurance.

11. Group Medical Tnsurance. .

12. Sickniess and Disability.

13. Vacation Plans Paid (Excluduing
Vacation Travel Expenses).

Allowahle

14. Savings Plan.
15. Educatonal Assistance,

16. Military Service Allowance.
17. F. I. Ci. A.

18. Workmen's Compensation,

19. Yederal and State Unemplovment Insurance.

- 20. Personnel Transfer Expense.

21. Anv other Costs, Allowances and Benefits of
2 lLike mature as established in CONTRAC-

TOR's Intermational Policies.
The percenrage outlined above shall be revicwed
at ‘nervals of three (3) years from the Effectve
Date and at such time CONTRACTOR and

EGPC will agrec on the percentage to be used
under this paragraph. Revisions of -this per-
centage will take into consideniton vanances mn
costs and chanees in CONTRACTOR's mtema-
tional policies which change or exclude any of
the above allowances. penefits or costs or establish
new allowances and benefits, The revised per-
centage will reflect as nearly as possible. CON-

TRACTOR's actual costs of all 1t; established
Alloneances and benefits and of per-oanel gansfers.

For Exparriate employees temperanly assigned

to Egvpt all allowances, cost of esabhirshed plans

and all tovel and relocat:on COsts for such ex-

patriate as paid !
CTOR’s iatermnational poliars.

contribations madc

Csts of cxpenditures or

' Yo oo
ssessments imposed by go

sraant o jaw or .
P ;plu‘.:lhlf‘. 1o

vemmental authority which are ai ‘
labour cost of salaries and wagesas provided under
Suh-pamgraphs 2. A and 2 B. Faragraph 9 and

Sih-Pamgraph 11. B of this Article 11,

F

' acoordance with CONTRA- j

s G Ja ((4)

LY el e s (o)
LYl et da (1)

(S gl A YY) Al (v)
)

£33 o) samdl SAY I, ) b BT (A

- )
. 5'-_-‘1-1 LLF JL%‘ QJH' rllLu' (] -)
. UFLL_! le"” Q.-Ul (n
. ey AT (o)
e i sl Lo il 5l ,L, (vr)

g gl

c o WY by ), L EH)
NP O S SR P IER R PV - 1:._7 (Y1)

c Jt e A e el
(P )N B U W B,
Sy S iy N8, Y1 35 ¢ ol 2 b
o adi,
et CaSIG sl LN 3 b i e g g €
o Anmd ) e ) DM ey AU 1,0 L

Y PRSPVt g S W VD WY IR

saide Lo DY b ] K TLI B Y
Jyll S - O Hue L S,
PNC T VA AT T S I

G5 (W G paf sl il Y B Y L ()

i-‘i_;* J-i_j_;-'-'.- -_.I.-:[E:'-J ;JJ_:‘PI {‘Ll h._.-i:jE::_’ L .:_,;\_JJ..JI
b Ll leb Lepgall, ¢ ST 10K o cpib
1 -

v Joll L s, 4

Aoy LAl e sall SEVW G Sl i ()

LL._:. & ron LST‘J 4 %J»(J—L_*_:E:ilw l_ﬂh_,)ﬁllgj{_uj!
L.'-;A:!":L..-"aj*"l‘"_}’:' 1LLHJJJ*1J;J@'MLJ¢1\L_JI:\A_<;

Lo 5 adly ¢ 52y (LY v (1) v e dl il
o LU o o (.._..:) 3y



55

\‘.W;-:#_ﬁl*'f\(j(_;_,ﬁn)TiJ-Ln“._;:.q_-JJIEJ.:J?J| o

Benefits, Allowances and Related Cost; of National
Fmployees :

Bonuses, overtime, customary allowances and bene-
fits ont a basis similar to that prevatling for Qi Com-
panis opcrating i1 A.R.E, all as chargeable under
Sub-Paragraph 2. A. Paragraph 9 and Sub-Paragra- -
phs 11. A & 11. B of this Art. 11. Severance pay will |
pe chamged at a fixed rate applied 1o payrolls which
will equal an amount equivalent to the maxiroum lia-
bility for scverance payment as regitived under the
A R.E. Labour Law.

1
|
|
p
i
|

Matenal :

Matenial, equipment and supplies purchased or
furnished as such by CONTRACTOQOR or Operating |
Company.

A) Purchases :

i ol TR . -

Matenal, equipment  and  supplies  purshased |
shall be at price paidd by CONTRACTOR or
Operating Company after deduction of zll dis- .

counts actually received.

B. Mateniad Furnushed by CONTRACTOR

Material required for operations shall be purcha-
sed directly whenever practicable, except that
CONTRACTOR may furmish such matcrial
from CONTRACTOR’s affiliates stocks outside
the A R.E. under the following conditions :

New AMatertal {Condition “A™) ;
New material transferred from CONTRA-
CTOR’s affiliates warchouse or other pro- |
perties shall he priced at cost, provided that -
the cost of material supplied is no higher :
than international prices for material of
similar quality supplied on similar «rms pre-
vailing at the time such matenal was

suppited.

(1)

Used material (Conditions “B” and "C”)

fa) Material which is in sound and service-
able condition and is suitable fer re
ase  without reconditioning shall be
classed as Condttion “B” and pnced at
seventy-five {75) percent of the price
of new matenal.

Material which cannot be classificd as
Cnoditon “B” but which is serviceable
for onginal function but substantially
not suitable for reconditioning, shall be
dassed as Condition “C” 2nd pniced at

i)

fifty (50) peroent of the price of new |

matenial. |
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(¢} Material which cannot be classified as ! eias(e) A (o) Y melgaly] Sy sl (=)

Condition “B” or Condition “C’ shall . s o i
be priced at a value commensurate | . l"l‘b‘“'l('“ ‘—.*""l""'u” bl o
with s use.

(d) Tanks, bulidings and other equipment Laedl by o hs €3 L, & skl ( 2 )
involving erection costs shall be charg- | 4 1 L il u"-"I Jo s Jak ;.L:.:’}'I i<

ed at applicable percentage of knock- ] _
down new price. o Lo SBSCAlE 4, ad Lol s
C. Warranty of Matenials Furnished by CONTRA- : Dol e 3, A a1l e ( \
. |y ;:..

CTOR
CONTRCTOR does not warrant the material | o ain _,T L ks, L;“ stell Jylall ez

furnished beyond or back of the dealer’s or manufac- | | gl 3y ahlY 3yl e’:.‘-.l 5 tj:ll PRTIPEY WU

turers. guaranty ; and in case of defective material g
credit shall not be recorded until  adjustmen has | Jy&lV L an YU 76 2l Ll a sy L o),

been received by CONTRACTOR from manufac- oo d el s .
turers or ther agents. IR OV g Lyl A
5. Transportation and Employee Relocation Cosls : : ‘:":"I;-’“('_ijj 53 "--"':‘,‘55-‘;_! Jacdl (#)

a) Transportation of cquipment, materials and | ZLIST )\ oy Lol ol , ), SEdt. - .
supplies necessary for the conduct of CONTR- ’ ’ '“:lf,;"L" el (l)
T A | AT b el | IR B {

ACTOR’s or Operating Company s activiues,
b)Y Travel, Transportation and Relocation expenses li-l‘;"_g_;" J_‘_*L’)-“ud')u ij ke Jo g Lo LB (,_,)
0 the axent covered by  established polic- | 3llsy o gnay Yyl - ol 5B, Y 4 ain, P
ies of CONTRACTOR or Operauag Company i 3055 Wl W S o _J Joult JLET L
with regard to Nationals as incurred and paid AR g J‘ Jyl il s i AP TR -llJ:J;'l
- S

by or for employese in the conduct of CONT- R
RACTOR’s Operating Company's business. . JUENL

:i..:..-'l‘-lJ—'l — %

A) Contract Services, cost of consultants, other Cut’ Sbadty sl G, Lailadl oLkl ( H)
services and utifities procured from third partes. | T R PP PP Y

B) Cost of seavice performed by EGPC or by CON- | <631 ¢ Jyll i adie <o Skt aas 1)
TRACTOR or their Affdiated Companies 1n n_f;_,é-; : (CrC) E“’uj Jols o - 54 WERT

faciliues mside or outside the ARE. Regular, ) itdl
recuring, routine services, such as interpretmg Codoendll i ol W, 5y, Tdinl) Ll

magnetic tapes and/or other analyses, shall be ety A J-JEI.;:_,: S~ bl U ablall
. ol 2 Sl 5 At

performed and charged by EGPC and.or CON-
TRACTOR or their Affilited Companies at an | o Ll o b Ll P :ﬂ Jlall _J“i:.l’l

agreed price. Major projects involving engineer- | 1 L.l -k 20 .} 2l .
ing and design services shall be  performed by AT e (S 4de G0

Affiliated Companies at a2 negotiated contract )
amount. Use of EGPC’s SONTRACTOR's or JoBJL A Claall ety | e 38 sAil s

their Affiliated Companies wholly owned equ:- | _ e
pment shall be charged at a rental rate commen- w5 LI do Jemr Ld St ST T gl il

surate with the cost of ownership and operation, -':;F'HTL = 4oty e el LK o w=li & e

but not in excess of competitve rates currently

6)  Sevuvices

prevailing in the ARE. . ( & {-Q) g au' Ll st .,:_,l.:;‘]ioc Ll 0.
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7.

8.

1}

Domages and Losses -

All costs or expences necessary to replace or repair
damages or losses incurred by fire, flood. storm, thefy
accident or any other cause not controllable by CON-
TARCTOR or Operating Company through the
exercise of reasonable diligence, CONTRACTOR. or

or Operating Company shall fumish Non-Operators
wntten notice of damages or losses incurred in excess

of ten thousand (10,000) U.S. Dollars Per occurre-

nce as soon as practicable after report of the same

has been received by CONTRACTOR or Operatirg
Company.

Insurance and Claims:

The cost of any public Lablity, property damage

and other nsurance against liabilites of CONTRAC- ,

TOR, Operating Company and /or the parties or any
to their employees and for outsiders as may be regui-
red by the Laws, rules and regulations af the GOV-
ERNMENT or as the parties may agree apon. The
proceeds of any such insurance or claim collectec shall
be credited against operations.  If no insurance is
carried for a particular risk, all related actual £Xprn-
ditures meurred and paid by CONTRACTOR. or
Opcratng Company in settlement of any and all losscs
claims, damages, judgements, and any other EXpenses,
icluding legal services.

Indirect Expenses:

Camp overhead and facilities such as shore base,
warehouses, water systems, road systems, salaries and
expense of ficld supervisory personnel, field clerks,
assistants, and other general embloyees indircctly
serving the Area.

Legal Expenses :

All costs and expenscs of litigation, or legal seservi-

ces otherwise necessary or expedient for the protection
of the Area, including attorney's fees and ExXpenses
as hereinfater provided, together with all ludgermnests
obtained aganst the parties or any of them on account

of the operations under the Agreement, and actual
expenses mcurred by any party or parties hereto in
securing evidence for the purpose of defending against
any action or claim  prosecuted or urged against
the oglerations or the subject matter of the Agreement,

in the event actions or claims affecting the interests
hereender shall be handled by the legal staff of one
or more of the parties hereto, a charge commensurate
with cost of providing and furnishing such services
mav be made to operations.

: oLy V¥l
Ao pohal b gy ol o, el i =
U P P W R TR TN Gt e UL
LR V=P AT RN I SRS B BRI
O ey Wytnn Bleyigs o Jis le 4l DU
Nre¥lp LS Ll lolladdl S o, o Ul 201
SU(1ee e JYTa e o a7 U o I 2Ly,
&_,.J 25, ol i R P b Y 0 .._‘J_;‘f;;&.
F b oA Sl Wl G of . i,

. ol

— e il

: -._‘.:UUnll_, ,;:.J:u — A

2oy BNy AL L SW e Ut A ol
U e L LRI T gl s s
b Lo Lol o 1y il s e b ol T
P SN I 1Y W SRV AW £y W,
Ehal UL STt ie gl e wzr, | 1AV L
Tg...iﬂ.;..l.iz_ll A 31 L,:..J.L_r OF L;_,:..Hl (o P gy el
Ml AWl 2 Tt lwin y Llos® Iy 4 il
A3 by pB-Y ) S UL, L o sha e
PO Fl) IR PR s e 2y 2l -

: i_r.'-'-'l._l\_{-.i: by all g
Oy Sl fo A1 Jre oy Bl S,
‘-'-’.‘.';‘me:j‘kJn Dol ey Dby 3R D02 NI
SRV TN JTH A PRSI R HE IS g S

. I:L..A_,nl-‘- L_E"*-JL": i_E.LL.l'i ,_‘3_,..-.1%

; L:_,iLiIih;U)ﬂli_ \ .

WLl ¢ iy i iy ally S B8
M oW Gk ¢ il Ll e a5y e b g,
(BN A ¢ b e g p b 2 o SR TPy
o padl SLldl Ol (BT R as o
O I el SNy bl A, ¢ G saa g e
Jpadl Jue 3 L3LYY 2 a b e b T WE 4
Sl ] an i s 3 s s al 3 sl L
Flal o Slthe 5t 5les 2Bln 71 LY
UGG R 0 g W 00 M WY 7, WY i 3 3ai
Lol B UL BE O 5pmes ¢ LYY L VBT

| Coball i ey Y




58 MWL plxt 3 (50 ) Yo sl il Jii Al

oA

1. Admumsirative Querhead and Genergl Fxpense:

A. While GONTRACTOR is condtir:g Explora-
oon activities, cost of staffing and mainta‘ning
CONTRACTOR’s head officc in the ARE.
and/or other offices established in the A.R.E,
other than field .offices which will be charged
as provided in Article 11, Pargraph 9 above,
and excepting salaries of employees of CON-
TRACTOR who are ternporarily assigued to and
directly serving on the Arca, which will be char-
ged as provided 1n Article 11, Paiagraph 2 above.

B. CONTRACTOR’s administrative overhead
outside the AR.E. applicable to the AZRE.
Exploration opcration which will be charged
cach month at the rate of five (5) percent of total
Exploration expenditures while CONTRACTOR
is conducting Exploration activities and at the
rate of two (2) percent of tota] Exploration
expenditures while Operatmg Company is
conducting Exploration activites. No other

direct <harges as such for CONTRACTOR |

administrative overhead outside the AR.E. will
be applied agamnsy the Exploration obligation.
Examples of the type of costs CONTRACTOR
15 incurring and charging hereunder due to acti-
vities under the Agreernent and covered by said
percentages até

(1) Exccutive — Time of executive officers

(2) Treasury — Financal and exchange problems

(3) Purchasing — Procuring matenials, equipment
and supplies

(4) Exploration & Production
— Directing, advising and confrolling
the entire project

(5} Other departments such as lepal, comptrollers
and engineering which coutribute  tumé,
knowledge and expenience 1o the operation.

The foregoing does not preclude charging for
direct service under sub-paragraph 6. B of this
Article 11.
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C. Whic Operating Company js conducting activites,
Operating Company's personne] engaged ip ge-
neral clerical and office work. ﬂupc;viwrs and
nffi'c:crs whose time iy gonerally spent  in ihe
main office and not in the field, and all emplovees
gmcranléy C{mcii‘::ed as general and administra-

ve and not ged to other of expense,
will be charged to ﬂpcraﬁﬂns.typgftch cx;inscs
s!lall be allocated cach month betweer, Explora-
tion and Development operations according to
sound and practicable accounting methods.

2. Taxes :

- All taxes, duties or levies paid in the ARE.
by CONTRACTOR or Operating  Company
with respect to this Agreement other than
those covered by Paragraph (f) (1) of Article 111
of the Agreement.

13. Continuing CONTRACTOR Costs -

Costs of CONTRACTOR activities required
under the Agreement and incurred exclusively
in the ARE. after Operating Companv is for-
med. No sales expense incurred outside the
A R.E. may be recovered as a cost.

4. Other Expenditures -:

Any costs, cxpenses or expenditures, other
than those which are covered and dealt with by
the foregoing provisions of this Article 11, in-
curred by CONTRACTOR or Operating Com-

pany wnder approved Work Programs and
Budgats.

ARTICLE ITT
INVENTORIES

1. Periodic Tnventortes, Notice and Representation :

At rrasonahle ntervals as aereed unon hv EGPC
and CONTRACTOR inventories shall be takem bv
Orneratine Companv of the operations matenal,
which shall include all such matenal. nhvsiml_ﬂssr:ts
and comstruction pmiects.  Written nn:ti't:r: of nten-
t'on to take jnventory shall he oiven by Operating
Comnany to EGPC and CONTRACTOR at _'Eﬂft
thirtv (230Y dave hefare anv inventory s to begin so

that FOPC and CONTRACTOR mav be renresented
when anv inventorv is taken. Failure of EGPC and/ |

ar CONTRACTOR to be renﬂ‘st:ntrd at an inv;m-
tory shall bind them to accent the inventory taken s

Ovperating Company who shall. in that event. furmsh |
the party not represented with a copy thereof.

sliation and Hifﬁﬂtmmt_ of Iinr:trrmn‘gf :
Rii::r::-?l:::;m of inventory shall be made bv CON*
TRACTOR and EGPC. and a list of averages and

| - 30 ' inee tine
chortages shall be 3ninflv dAeterraned hv Onera E:nd

CTOR and EGPC.
mmanv and CONTR*A and
:l:i :ventory adjusted by Operating Companv.
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ARTICLE IV
COST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery
Crude Ol :

CONTRACTOR shall, pursuant to Article VII
of the Agreement, render to EGPC as promptly as
practicable but not later than thirty (30) davs after
receipt from Operating Company of the Statements
for Development and Exploration Activity for the last
month of a quarter statement for that quarter show-
mne

1) Recoverable costs carried from the previous

quarter, if any.

11} Recoverable costs incurred dunnr the quarter.

i) Total recoverable costs for the quarter, (i) ~-(it)

1v) Value of Cost Recovery Crude Ol teken and
separately disposed of by CONTRACTOR for

the quarter.
v) Amount of costs recovered for the guarter,

vi) Amount of recoverable costs carfied mnto the suc-
ceading quarter, if any.

vii) Excess, if aay, of the value of Ceost Recovery
Crude Oi taken and sephrately disposed of by

CONTRACTOR. over costs recovered for the
quart:n

2. Paymenis:

If such statement shows an amount duc EGPC,

payment of that amount shall be made in U.S. Dollars
by CONTRACTOR to EGPC with the rend:ition of

such statement

3. Audit Right;

EGPC shall have a period of twelve (12} months
from receipt of any statement under this Articde 1V

in which to audit and raise objection to any such
statement, EGPC and CONTRACTOR shall
agree on any required adjustment. Supporting dl:i:ucu-
ments and accounts will be avilable to EGPC during
said twelve (12) month period.
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ARTICLYE V

CONTROL AND MAJOR ACCOUNI'S
1. Exploratzon Qbligation Control Accounts :

CONITRACTOR will establish an  Exploration
Obligation Control Account and an off-setting contra
account to control therem the total acount of Expl-
oration expenditures reported on Statemeut of Acti
vity prepared per Article 1.2.A hereof, less any reduc-
tions agreed to by EGPC and CONTRACTOR
following written exceptions taken by a Non-operator
pursuant to Article 1.3. A hereof, in order to determ-
ine when minimum Exploration Obligation have been
mdct. ' -

2. Cost Rfﬁavery Control Account -

CONTRACTOR will estabhish a cost Recovery
Control Account and an offsetting contra account to
control therem the amount of cost remaining to be
recovered, if any, the amount of cost recovered, and
the value of Excess Cost Recovery Crude Qil, if any

5. Maor Accounts :

For the purpose of classifying costs, expenses and
cxpenditures for cost recovery as well as for the

purposc of establishing when the Explomaton obl-
gation has bcen met, costs, expenses and expcanditu-

res shall  be recorded m major account including |

the following:
Explort:on Expenditures

Development, Expenditures other than Operat-
ing Expenses. | *'

fat #

Operating Expenscs

Necessary sub-accounts shall be used,

Revenue accounts shall be mamnmtained by CONTRAC
TOR 10 the extent necessary for the control of recovery
of costs and treatment of Cost Recovery Curde Oil
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Annex “F”

SUPPLEMENTAI. AGREEMENT

This Agreement 15 supplemental to the Concession Ag-
reement (hereinafter referred to as “The Agrecment)
made by and between the same parties as those hercto,
namely:

ARAB REPUBLIC OF EGYPT EGYPTIAN GENE-
RAL PETROLEUM CORPORATION and GULF 0IL. |
CORPORATION acting by and through its division

GULF ENERGY & MINERALS COMPANY INTERN. |
ATIONAL

It 1s hereby further agreed that if ar any time CON-
TRACTOR is unable owing to any circumstance to en-

ter mto the Area or any part thereof for the purpose of J‘
carrying out us petroleum operations therin, as contempl-
ated under the Agreement, such croumstance be deemed I
tic be a arcumstance of “Force Majeure” for the purpo-
ses of Article XXII of the Agreement, provided that if
only a part of the Area is affected by such circumstance,

such part shall be deemed for the guposes of the Agrecment
to be an area separate from the remaining unaffected

part and zll the CONTRACTOR’s obligation under the |
Agreemen, including those relating to work progirams

and expenditures but excluding those relating 1o production |
Bonuses, shall for the above purposes be applied against
and apportioned between the two separatc parts in accor-
dance wih their respective area sizes. It is however under-
stood that the obligations of CONTRACTOR in respect
ot the Signature Bonus and the Letter of Guaranty for |
exploration obligations shall not be relieved by virtue of

the foregoing.
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