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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND EXPLOITATION

BETWEEN
THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN GENERAL PEITROLEUM CORPORATION

AND
ESSO SUEZ INC.

IN
EAST ZEIT OFFSHORE AREA

This. Agreement, made and entered mnto on this day of _

by and hetween the GOVERNMENT OF THE ARAB REPURB
L1C OF EGYPT (hereinafter referred to as the “Government”) THE
EGYPTIAN GENERAL PETROLEUM CORPORATION, a lec-
gal entits created by Law No. 167 of 1958 as amended (heremafter
referred to as “EGPC”), and Esso Suez Inc., a company organized
and existing under the laws of the state of Delaware, United States

»

of America (hereinafter referred to either as “ESSO” or “Operator™};

WHEREAS, all raw materials, including petroleum existing in
mines and quarries in the Arab Republic of Egypt, including the
territorial waters, and in the subsea floor subject to its jurisdiction

and exter ding beyond the territorial sea, are the property of the State;
and '

WHEREAS, EGPC has applied for an exclusive concession for

the explcration, development and exploitation of petrolemn in and
througho1t the Area, subject of Article II, described in Annex A,

and shown approximately in Annex B, which are attached hereto and
made a part hereof (hereinafter referred to as the “Area’); and
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WEIEREAS, ESSO agrees to undertake its obligations provi.
ded herewnafter as a Contractor with respect to the exploration, deve.
lopment and exploitation of petroleum in said Area; and

Wi EREAS, the Government desires to grant such concession;
and

‘WHEREAS, The Minister of Petroleum, pursuant to the pro-
visions of Law No. 86 of 1956, may enter into a concession agree-
ment with EGPC and ESSO as Contractor for the petroleum opera-

tions in the Area hereinafter referred to.

Now, THEREFORE, the parties hereto agree as follows :
Article I

DEFINITIONS

(@) “Exploration” shall include geological, geophysical, aerial and
other surveys, studies or analyses included in the approved work
program and budget, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery or production of
petroleum and other holes and wells, and the purchase or B.CqUISI-
tion of such supplies, materials and equlpment therefore, in ac-
cordance with the approved work program and budget. The
verb “explore” means the act of conducting exploration.

(b) “Development” shall include, but not be limited to, all the ope-
~ rations and activities under this Agreement with respect to :

(2) the drilling, pluggmg, deepening, side tracking, redrilling,
completing, equipping of development wells, the changmg
of the status of a well from oil well to water well and vice

versa and
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(1) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems, facilities, plants
and related operations; producing and operating said wells,
taking, saving, treating, handling, stormng, flaring, tran-
sporting and delivering petroleum, repressuring, recycling
and other secondary recovery projects, and

(112) transportation, storage and any other work or activities ne-
cassary or ancillary to the activities specified m (i) and (1).

(¢) “Exploitation” shall mmclude such activities in the Arab Republic
of Egypt and areas subject to its jurisdiction, including the con-
struction and use of plants and facilities as may be necessary
for producing and operating the wells drilled by the Operator
in the Area and for taking, saving, treating, handling, stonng,
repressuring, recycling, and other secondary recovery projects,
flaring;, transporting, delivering and exporting petroleum.

d)  “Petroleum” means liquid crude oil of various densities, gas,
casing-head gas and all other hydrocarbon substances that may
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 Oil” or “Crude Oil” means any hydrocarben
produced from the Area which is in a liquid state at the well-
head or lease separator or which is extracted from the gas or

casinghead gas in a plant. Such term includes distillate and
conderisate,
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(f) “Gas” is natural gas and other guseous hydrocarbons produced
in the Area from any well and ail nonhydrocarbonous substances
therein. Said term shall include residue gas remaining after the
extraction of liquid hydrocarbon from such gas.

(g) A “barrel” shall consist of forty-two (42) United States gallons,

llqllld [I'ILEB.SU.I'EE COITY ected to a tem]mramre of SiKtY degreﬁs (6‘0.}
Fahrenheit. |

(h) “DISCOVCI’Y O1l \*Vt‘:ll” means an En\ho e};ploratory well on ANy
geological structure, field or trap which after an appropriate test
in accordance with sound and accepted industry production prac-
tices, either by drill stem test of nited duration or by a more

extensive production test, and varified by EGPC, is found to he
capatle of producing at the actual or calculated rate of not less

than two thousand (2000) barrels of il per day. The date of
discovery of a “Discovery Oil Well” js the date on which such

well is tested and completed according to the above. 1 any
FSSO exploration well completed in any reservoir or group of

reservoirs does not meet the above definition, but in ESSO’s
opinion such reservoir or group of reservoirs considercd collecti-

vely could be worthy of commercial development, then ESSO
may, at its opticn, designate and tregt such exploration well as 2
Discovery Oil Well for all purposes under this Agreement.
When such Discovery Oil Well is tisted and completed or when

Fsso declares an exploration well to be Discovery Oil well
Esso Shall SO El.dViS{i' EGPC, and aﬂl'r F<so TﬁViCﬂfS thf—* Si’[uati(}n

with EGPC, EGPC and Esso shall notify the Ministry of Petro-
leumn of such Discovery Oil Well.  EGPC and Esso hall mu-

tuallv determine the probable surface extent of the potential pro-
ducing area, based upcn all availalle scientific and technical
data of the potential field in which such discovery ol well has
been made. Such defined area 1s the area to bf} held for a ]_Z)Cl’l-f]d

of two (2) years tor delineatibn and tvaluation under Article 1

() (2):
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“Commercial Discovcry”

means a producing geological struc-
ture or any other geologic

al trap (a field) on which one or moie
wells have been drilled, which, in the judgment of Operator ba-
sed on a consideration of 4}

relevant factors such as the average
production, depth of wate

r, depth of production, distance from
shore, a1d other technical and economic factors, can be develo-
ped under economic conditions according to the normal practice
of the industry and which after Operator has notified EGPC
of the Commercial Di"‘C’Wery and after meeting and reviewing
all appropriate data with EGPC and studying with EGPC the
existence of a Commerciy] Discovery, is declared by EGPC and
Operator in writing to the Ministry of Petroleum to be a com-
mercial Discovery or which, in the event that such declaration
has not been made Withm Slxty (60) dEiYS after the date such
notification is given, is gq declared commercial by Ope'rator n
writing to the Ministry of Petroleum. EGPC and Operator
shall mutually determine, Subject to the approval of the Mini-
stry ot Petroleum, the probable surface extent, based upon all
available scientific and tcchnjcy) data, of the field in which such
discovery has been made anq the block or blocks or the part or
parts thereof in which Such field i1s located are referred to here-
inafter as the area covering the ficld or commercial field. The
occurrence of Commerci] Discovery shall not be publicly dis-

closed by EGPC or ESSQO until and after it has been publiclv
announced by the Ministry of Petroleum.

“ARJLT means Arab Repyblic of Egypt.

“Etfective Date™ means the date on which this Agreement is

signed by EGPC, ESSO ang the Government, after the issue of
the relevant Law.

“Year’ means a period of twelye (12) months according to the
Gregorian Calendar. .

(m) “Calendar Year” means the period from January 1 to Dece-

mber 31, both inclusive, according to the Gregorian Calendar.
“Finar.cial Year” means the Goyernment’s financial year start-
ing on July 1 and ending on Jype 30, both dates being inclusive.
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“Tax Year” muans the period of twelve (12) months accord-
mng to the Gregon’an Calendar for which any mncome, profits or
other tax of the Government is assessable or nayable according
to any applicable law, or regulation of the Government.

“Operator” mecans ESSO from the Effective Date of this
Agreement until the expiratica date of this Agreement cr its

renewal. ESSO shall be referred under this Agreement cither
as “ESSQO” or “Operator”.

An “Affiiated Company” means a company :

(3) The share capital. conferring a majority of the votes at
stockholders’ meeting of such Company, of which is owned
directly or indirectly by a party hereto ;

() Whizh is the owner directly or indirectly of share capital,
. conferring a majority of the votes at stockholders’ meetings,

of a party hereto; or

(¢#) Whose share capital conferring a majority of the votes at

' (g)

(7}

stockholders’ meetings of such company and the snare
capital conierring a majority of thc votes at stockhcldery
meetings of a party hercto are owned dlrectly or mdirectly
by one and the same company.

“Area” 1 eans the original area described in Annex A and shown
in Annex B or the area retained by Operator after relinquish-
ment or surrender.

“Block” shall be an area with the size of one minute latitude by
one minute longitude.
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Articl;: I1
ANNEXES TO THE AGREEMENT

The Amaexes “A”, “B”, “C”, “D”, “E”. and “F” tothis Agree-
ment are hereby made parts hereof, and they shall be considered
as having equal force and effect with the provisions of this Aurce-
fnent.

Annex “A” is a description of the Arca covered and affected
Iy this Agreement, herein referred to as the Area.

. . , Y
Annex “B” is a map on the scale one (1) to one hundred
thousand (100 000) indicating the Area covered by this Avrceinent
and described in Annex “A”.

Annex “( is a form of a letter of guaranty to be submitted
hy ESSO, diuly authorized and issued by " for
the sum of seventeen (17) million U.S. dollars, guarantecins the
minimum exploration expenditure obligation. = Such guarantee
shall remain effective for six (6) months after the end of one and
one-half (1.5) vears from the Effective Date of this Agrerment.
Thig letter shall be submitted at the time of the mqnaturp by the
Minister of Petroleum, EGPC, and ESSO.

Amnex “D” Accounting Procedure contains implementing
provisions related to Article V of this Agreement in respect of cost
and expenses.

Annex “E” relates to the Joint Company subject of Article
V11 hereinafter.

Annex “F” contains implementing provisions related to &rtmle

\7 of this Agreement in respect of gas.
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Article I11
'GRANT OF RIGHTS AND TERAM

The Government hereby grants EGPC, and ESSO as (1hntrac-

- tor, subject to the terms, covenants and conditions set out in this
- Agreement, which insofar as they may contradict with any PrOvi-
ons of Law No. 66 of 1953, as amended, shall have the force of
law, an exclusive concession in and to the Area, including the right

to carry out the Exploration, Development and Exploitation opera-

tions described in this Agreement in and with respect to such Area :

(@) The Government shall own and be entitled as hereinafics Pro-
vided, to a royalty as provided for in Article V, in cash or in
kind of ten (10%) percent of the total quantity of crade et
produced and saved from the Area during the Development and
Exploitation period, including renewal. Said royalty. whether
in cash or in kind, shall be borne and paid by EGPC. 1Tt is
understood that no rentals are payable respecting the Areq.

(b)  An exploration period of four and one-half (4.5) consceutive
vears shall start from the Effective Date. This Agreement shal!
be terminated if no Discovery Oil Well has been complcted or
no Commercial Discovery is established by the end of the fous
and onc-half (4.5) years of the exploration period.

(¢) The term of this Agreement is thirty (30) years froin ihe
' Effective Date. Upon Commercial Discovery, development
operations shall immediately be started by the Operator and a
vigorous development program based upon the chara teristics
of the field and good oil field practice will be pursued vntil the
ireld is fully developed to the extent technically and cconowni-

cally feasible. The term of this Agreement may be rencwed
on the same terms and provisions for an additional period of

ten (10) years at the option of ESSO. upon a ninety (90) days
prior written notice to EGPC. 1t is understood that the con-

cession rights. above referred to in this Article 111, including
the rights to carry out Exploration, Development and Exploi-

tation operations, shall continue fully in effect during the term
of this Agreement. ’
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(1) Commencing from the date when any exploratorv well
(here:n designated a Discovery Oil Well) that produces
reasonable quantities of crude oil from a new productive
struc-ure, (trap, field) is tested and completed hy Opcra-
tor shall have, even if such date occurs in the last two (2)
years of the total four and one-half (4.5) year exploration
pertod following the Effective Date, a period of two (2)
years for further delineation and eveluation to determine
the commercial potential of such field and declare it to
be a Commercial Discovery and a period of two (2) years
thereafter to establish production from such discovery and
retain the ficid for the rest of the term of this Agrcement
provided for under paragraph (c) of this Article 11T and
any renewal thereof, or failing such establishing of pro-
duction from such block or blocks or part thereof, he shall
relirquish the block (s) or part thereof covering such field.

Such periods may be extended by EGPC upon vequest of
ESSO 1t approved by EGPC.

(2) Delay caused by force majeure. or unforeseen consequences

not due to the fault of ESSO, or the unavailabilitv to
ESHO worldwide, or the failure of the specialized offshore

equipment required for the performance of the actions
des:ribed in sub-paragraph (1) above, shall have the effect

prcvided for in paragraph (a) of Article XX of this Agre-
ement. In the event of relinquishment as provided for
in sub-paragraph (1) above, such relinquishment shall be
counted in satisfaction of the relinquishment obligations
‘of paragraph (d) of this Article III but the petroleum
" rights over the area relinquishment shall pass by regrant
directly to EGPC by operation of law it EGPC
so desires.  Accordingly, it is understood that the

effsct of the foregoing is that if ESSO does not
establish such production as above provided within

! ) ifi he area cove-
the time periods as specified above, t _
cing the fidld will be relinquished as provided hereinabove,
and that to avoid this effect for ESSO, EGPC will give

sympathetic and sincere consideration to any requests of
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‘ESSO as above provided for extension of $ach time per-
1ods.  Althpugh the present sub-paragraph (c) provides,
In connection with a certain structure (frapj tield), for
relinquishment by block or blocks or part or parts thereof, it
1s understood that the area covered by any such relinqui;h-
meint will be revised and reduced so as to avoid the relin-
quishment of all or part of another structure or structures

(traps, ficlds) located in the same block or part thereof.

If Crude Ol is discovered but is not deemed by Ope-
rato;’ to be a Gommercial Discoverv within a two (2) year
per.od from such discovery as provided in sub-paragraph
(1) above, EGPC shall, at the expiration of such two (2)
year period, have the right, following sixty (60) days notice
in writing to ESSO, at its sole cost, risk and expense, to
develop, produce and dispose of all Crude Oil from

the geological feature on which the well has been drilled.

Saicl notice shall state the specific area covering said ge-
ological feature to be developed, the wells to be drilled,

the production facilities to be installed and EGPC’s esti-
mated cost thereof.

Withm thirty (30) days after receipt of said notice ESSO
may, In writing, elect to develop such area as provided
for in the case of Commerdial Discovery hereunder. Iu
suchi event all terms of this Agreement shall continue to
apply to the specified area. If EGPC does not so notify
ESSO within one year after such expiration, the acreage
shall without prejudice to the relinquishment provisions
und>r this Agreement, be retained by ESSO.

| If ESSO elects not to develop such area, the specific
area covering said geological feature shall be set aside
for sole risk operations by EGPC. It 1s understood that
ESSO is not obligated to perform the operations for EGPC.

When EGPC has recovered from the Crude Oil produced
from such specific area a quantity of Crude Oil equal

in value to three hundred (300%) percent of the costs it
has incurred, ESSO shall have the option, only 1n ._tllE:
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event there has been a separate Commercial Discovery,
to share In further development and exploitation of that
specific area upon paying EGPC one hundred (100%)
percent of such costs incurred by EGPC. Such one hun-
dred (100%) percent payment shall be recovered by ESSO
from Cost Recovery Crude in the normal manner for the
recovery of expenses. Immediately following such payment
th: specific area shall either (i) revert to the status of an
ordinary exploitation area under this Agreement and the-
reafter shall be operated in accordance with the terms
hereof; or (i1) alternatively, in the event that, at such time
EGPC or its affiliated company is conducting all develop-
ment operations in the area at its sole expense and EGPC
elects to contiune operating, the area shall remain set
aside and ESSO shall only be entitled to its production
sharing percentage of the Crude Oil as specified in Article

V (b) below.

The sole risk crude oil shall be valued in the manner
provided in paragraph (a) of Article V. 1In the event of
an termination of this Agreement under the provisiotis
of paragraph (b) above, this Agreement shall, however,
cortinue to apply to EGPC’s operation of any sole risk
veriture hereunder, although such Agreement shall have
been terminated with respect to ESSO pursuant to ‘the

provisions of said paragraph (b) above.

d) Ax the ead of four and one-half (4.5) years from the Effective
Date EGPC and ESSO shall relinquish the Area except for au

area or areas which ESSO holds due to completion of a Dis-

covery Cil Well or by declaration of a Commercial Discovery,
unless ESSO has exercised its rights of making voluntary sur-
"render of the Area earlier in accordance with Article TV (b).

Following Commercial Discovery, any such relinquishment,
except thz relinquishment provided for above at the end of four
and one-half (4.5) years, shall be made in accordance with the
provisions of Article VII {relating to the Joint Company) res-
pecting relinquishments.
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(¢) ESSO shell carry the risk of all the costs and expenses required
in carrying out all the operations under this Agreement and
therefore have an economic interest in the development of the
petroleum deposits in the Area. Such costs and expenses shall
not -include whatsoever any interest on investment, financial
fees or bank charges, and such' costs and expenses shall be re-
coverable as provided in Article V. During the term of this
Agreement and its renewal the total production achieved in
the conduct of such operations shall be divided between EGPG
‘and ESSD in accordance with the provisions of Article V.

() Tt is understood that ESSO will be liable for income tax in ac-
cordance with Egyptian law applicable to business enterprises
generally. EGPC shall pay, in the name of and on behalt of
ESSO, ESSO’s Egyptian income tax out of EGPC’s share of the
crude oil produced and saved and not used in operations under
Article V. In calculating its AR.E. Income Taxes, EGPG
shall be entitled to deduct all royalties paid by EGPC to the
A.?.E.. Ciovernment and the A.R.E. Taxes of ESSO paid by

EGPC or. ESSO’s behalf.

(g) Without arejudice to the Government’s right of requisitions as
provided in Article XVII hereinafter, all obligations relating
to cmde oil supply as are the subject of Article 37 of Law No.
66 of 1953 as amended by Law No. 86 of -1956, are the subject
of an ex:mption hereby accorded and shall accordingly not
apply to EGPC and ESSO. ESSO shall be exempt from any
obligation. which may arise out of AR.E. laws relating to
division - of profit with third partles or the estabhshmmt of

reserves Or funds for purposes of investment.
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Article 1V
WORK PROGRAM, EXPENDITURES
AND MANAGEMENT OF OPERATIONS

(2) ESSO shall commence exploration operations hereunder not
later than six (6) months after the Effective Date. Not later

than the end of the twelfth (12th) month after the Effective
Date ESSO shall start offshore exploration drilling in the Area,

(b) In the event ESSO holds the concession for all three terms,
ESSO shall spend a minimum of thirty three (33) million USs.”
dollars on exploration -over a period of four and one-half (4.5)
years as-follows :

During the 1nitial one and one-half (1.5) year period ESSO
will spend a minimum of seventeen (17) million U.S. dollars on

exploration which shall include 2 minimum of two wells; 1if
ESSO does not give notice of surrender of the Area by the end
of the initial one and one-half (1.5) year period, ESSO shall
spend a munmum of eight (8) million U.S. dollars on exploration
during the second one and one-half (1.5) year period: if ESSO
does not give notice of surrender of the Area by the end of the
seoond one and one-half (1.5) year period, ESSO shall spend a
minimum of eight (8) million U.S. dollars on exploration during

' the third one and one-half (1.5) year period; provided, however,
that if during any of the above specified one and one-half (1.5)
year penods ESSO should spend more than the above indi-
cated mmimum amount on exploration the excess will e
credited to the succeeding one and one-half (1.5) year explo-
ration period or periods and accordingly reduce the required

mmimum expenditure for that exploratmn perlod or periods
py the amount of such excess.
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Such notice of surrender shall be given by ESSO by the
¢nd of the appropriate period (term) which date will be the
effective date of such surrender.

In case ESSO has not spent the required minimum sum (17
million U.S. dollars) on exploration in the Area by the end of
the initial one and one-half (1.5) year period, an amount equal
to the deficiency shall be paid by ESSO to EGPC three (3)
months after the end of such one and one-half (1.5) year period;
provided, however, if ESSO surrenders the entire Area prior
tcr the end of initial one and one-half (1.5) year period, the:

deficiency shall be paid by E-SSO to EGPC within three {3)
months following the effective date of such surrender.

In case ESSO has not given notice of surrender of the Area as
indicated above prior to the beginning of a given one and one-
half (1.5) year period and has not spent the required minimum
sum, on exploration in the Area by the end of such given one
ard one-half (1.5) year period as indicated above, an amount
ecual to the deficiency shall be paid by ESSO to EGPC three
(3) months after the end of such given one and one-half (1.5)
year period. However, ¥ ESSO surrenders the Area during
any given one and one-half (1.5) year period, and has not spent
the amount specified by the end of such one and one-half (1.5}
year period, the deficiency shall be paid by ESSO to EGPC
at the time of such surrendering. Payment of any such de-
ficiency shall be made in U.S. dollars. ESSO shall be entit-
led to recover aforesaid deficiency payment as exploration
ex penditure . the manner provided for under Article V
if this Agreement is still in force as to ESSO. In case ESSO
surrenders all its rights and obligatiens under this Agreement,
EGPC will not bear any of aforesaid expense spent by ESSO.

(r)
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(d)

As sed m this sub-paragraph (b) “Area” shall mean the Area
exclusive of the area or areas which ESSO holds due to com-
pletion of a Discovery O1l Well or by declaration of a Com-

mercial Discovery.

Upon Commercial Discovery and thereafter at least four (4]
months prior to the beginning of each year or at such other times
as rnay be decided by the Joint Company subject of Article VI
her:mbelow, the Operator shall prepare and submit for appro-
val by such Joint Company a Work Program and Budget sett-
ing forth the Exploration, Development and Producing opera-
tiors which Operator proposes to carry out during the ensuing
year.. The aforementioned Work Program and Budget may be
rev:sed and/or modified in case of need subject to the approval
of such Jomnt Company.

ESSO shall advance all necessary funds and purchase all ma-
terials, equipment and supplies required to be purchased or
contracted for, for exploration, development, exploitation and
other petroleum operations pursuant to the approved Work Pro-
gram and Budget and EGPC shall not be responsible, bear or
repay any of atoresaid costs.

However, all imposts and fees levied or reqmred (excludmg
Egyptian Income Tax for which special provmon 1s made in
paragraph (f) of Article III, charges reasonable in amount in
relation to services rendered or property sold or used, such im-
por: duties as are not covered by the exemption provided for
in Article X, and income taxes of ESSO’s contractors and per-
sonnel) by the Government and any other A.R.E. governmental,

murnicipal or other authonty in respect of the implementation
of this Agreement; in respect of property, capital, and net worth
associated with this Agreement, of ESSO or its shareholders; and
in respect of the production, dealing in oil or rights thereto,
transport, sale export, shipments and profits and distribution
therefrom of crude oil produced from the Area by ESSO and/
or sold by ESSO for export are the subject of an exemption
hereby accorded and no such payment shall be due or payable.

ESSO will submit to EGPG an invoice covering any such pay-
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m:nts as are nevertheless required by any of the above ention-
ed authorities to be paid, and EGPC shall reimburse the amount
of the mvoice within two (2) months after receipt thereof.

E(G:PC will be consulted before any such payment is made dire-
ctly to the exacting authority.

(e) (1) Operator shall be responsible for the executien of the
Work Program and Budget which shall be implemented
mn a workmanlike manner and consistent with good 1no-
dustry practices provided that the Managing Directors ap-
pointed in accordance with Article 6 of Annex E, shall join-
tly approve the following items, with respect to operations
conducted by the Operator :

() Major Capital Expenditures.

(%) Major Contractors for Supplies & Service.

(21) Well recommendations, Geollogical and Geophysical
Projects.

(ww) Policy Manuals.

(2) Geological, geophysical and other studies related to the per-
formance of this Agreement shall be made in A. R.E.
It is recognized as may be appropriate that the processing
and analyzing of data and laboratory studies thereon shall
be made in specialized centers outside A.R.E..
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(# Operator shall supply EGPC within forty-five (45) days after
the end of every quarter during the exploration phase or thirty
(30) days after the end of every quarter during the exploitation
phase with a list of costs incurred and proceeds received by the

Operator during such quarter, and necessary supporting docu-
ments to be available for inspection by EGPG at any time

during regular working hours. Within three (3) months from
the date of receiving each list, EGPC shall advise the Ope-
rator in writing if it considers (a) that the record of costs and/or
proceeds are not correct, (b) that the cost of goods or services,
supplied are not in line with the international market prices
- for goods or services of similar quality supplied on similar
terms prevailing at the time such goods or services were supp-
led, provided, however, that purchases made and services perfor-
med within A.R.E. shall be subject to Article XXIII, (c) that the
conclition of the materials furnished by the Operator does not
tally with their estimated prices, or (d) that the costs incurred
are not required for operations under this Agreement mn accor-
dance with practices usual in the international petroleum: in-
dustry and sound and consistant accounting methods. Opera-
sor shall confer with EGPC in connection with the problem

thus presented and parties shall attempt to reach a settlement
which is mutually satisfactory. If within the time limit of thc-

three (3) month period provided for in this paragraph, EGPG

has not advised the Operator of its objection to any list, such -
list shall be considered as approved. If within the time limit:
of three (3) months EGPC has advised Operator of its objec-
tion to any list then Operator shall have three (3) months from

date such objection is received to respond taking issue with

such objection by EGPC and, in the event Operator does not
so respond, such list of obj ections shall be considered accepted '

by (Jperator.
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(g) EGPC and ESSO shall loyally cooperate in submirtting to the
——, five (5) months following each quarter,

il ———

the jcint statement provided for in Annex G of this Agreement.
EGPC shall be hable for any and all damages caused to ESSO
as a result of (1) collection by EGPG from the - —,

of any such amount as may be established through arbitration
as nor: payable by ESSO as a deficiency to EGPC respecting the
initia. one and one-half (1.5) year period in accordance with

Article TV of this Agreement or (2) failure of EGPC within
five (5) months following each quarter to jom in the above

mentioned statement reflecting the appropriate and approved
amount of money expended. It is agreed upon that EGPC

shall not be liable for such damages for failure unless such
failure is due to EGPC fault or negligence.

(k) ESSO shall supply from abroad all foreign currency funds ne-
cessary for the operations under this Agreement m freely con-
vertible currency and whenever they require payment in Egyp-
tian currency the conversion shall be made at the local banks
in A.RE. according to A.R.E. regulations and at the official
AR rate of exchange generally applicable for commercial

PUrPOSES.
Article V

RECOVERY OF COSTS AND EXPENSES

(¢) (1) ESSO shall be subject to the auditing provisions provided
‘or in this Agreement, and ESSO shall recover all costs
and expenses accounted for in accordance with Annex D
of all the operations under this Agreement, to thie extent
and out of an amount equal to twenty-five (20%) percent
»f crude oil produced and saved in each Calendar Year
hereunder and. not used in operations, and before deduct-
ing Government royalty. Such percentage of crude oil 18
hereinafter referred to as “Cost Recovery Crude Oil:".‘.
Recovery of exploration expenditure incurred and paid



O3 oy At 0338 Jhae Caaday A (N ol Sl aan 2l Kl
Dby perdjidy ¢ Rwpy o damin i SR S(7 ) o)
Jams ¢ Juaddll GG Wl ey e b 0l R
ey e Tendn Ly LU G (7 o ) Oy e 3um 8
Wiy IV g)ledlor W amcin g e M St Wby pan 3 A 5
ORI RN W PP R FINAOC JOF F3 iy | T T
oaedl sl 17 a0s e andlelirglasts Sl ot KN,
g pall Jle] Qlibary e osh el Ol ¢ € Catdlals Y
g & (> A g gl @ bl cal )l I,
An Jb b ds.ag._'y‘i' o oS JaL CadBly iy pall o2

R jc:;\ﬂ.i"ﬂl n:l.h n-\f:i\

LS

sz ru.\ L:"'f. J“ o Cy lejfalb u:}gj‘ A {{_}‘”\ 22 3 Asd ( Y )

. obisl crdl da gl e S b Auy

[—23 S d)hw D g (P 5 N lnn.:-”-_,“ \._.aJ&J .:\JJ...»‘}!
el pU) o 917 3 d st L L8N (s e Y pild S
(1) W s S (1) w5 ) €IS Al ALY
B fe by (v )&r:)t: I gl 7 g 22 b o e ik 208
de Al () F (€ lele i mn”) U PRI

'-L..:i“ Je o> ‘l 3L bl 1ad ) é S s Gl ,AE e
, é SUHas o

alasyic 5 ey ool € gl 7 feb e gl el i) \.51( )

R C)\ it c.u_, 4 “v....a 5| o u.a.na.é\ rLL 4._..-:)\ ”
O () EPAIE IR R (AP R A PR d.\p-ym)



AN

VAN A wb o 3 (R) Yo 22l dn N B 2l

o P I e il - I

(4)

shall ke at a rate of twenty-five (20%) percent per annum,
allocated quarterly and development and exploitation ex-

penditires incurred and paid with the exception of operat-
ing costs at a rate of twenty-five (25%) percent per annum

allocated quarterly. Operating expenses incurred and paid
after initial commercial production shall be recovered I

the year incurred. To the extent that in any GCalendar
Year the total costs and expenses to be recovered in such

year a-e in excess of the value of the Cost Recovery Crude
Oil, stch excess shall be carried forward and added to the

total costs and expenses to be recovered in the next succeed-
ing year or years until suchi costs and expenses are fully re-.

covered, but in no case after the termination of this Agree-
ment.

ESSO shall recover such costs and expenses from Cost Re-

covery Crude Oil in the manner set forth below.

ESSO and EGPC will loyally cooperate in assessing the
value of the Cost Recovery Crude Oil and for this purpose
will work out mutually acceptable procedures. The value
of Cost Recovery Crude Oil produced during each calen-
dar quarter shall be either (i) the value agreed upon by
EGPC and ESSO at least thirty (30) days prior to the. be-'
ginning of that quarter (“the Agreed Value”), or, (it) ‘the
higher value as assessed on that date by EGPC (“t!he EGPC
Value’’) if no value has been agreed by that date.

If the Agreed Value is applicable, ESSO shall take and
separarely dispose of all the Cost Recovery Crude Oil pro-
duced during the quarter (subject to any quantities taken

by EGPC pursuant to Article V (a) (6).
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(i) If the value of the Gost Recovery Grude Qil actually
taken by ESSO during the quarter exceeds ESSQ’s
recoverable costs and expenses (including any carry
forward) for that quarter, the value of such excess
Cost Recovery Crude Oil shall be paid by ESSO to
EGPC in the manner set forth in Annex D and ESSO
shall be deemed to have purchased such excess Cost
Recovery Crude Oil.

(i) If ESSO’S recoverable costs and expenses (including
any carry forward) for the quarter exceed the value of
the Cost Recovery Crude Oil actually taken by ESSO
during that quarter such excess shall' be carried forward
to.the succeeding quarter. I

(5) It the EGPC Value is applicable, EGPC shall take an& .
separately dispose of all the Cost Recovery Grude O1il pro-
duced durine the quarter, and shall pay ESSO an amount

determined as follows

It ESSO’s recoverable costs and expenses for the qua-
cter are estimated to be less than the value of Cost

Recovery Crude Oil estimated to be produced dur-
ing that quarter, such amount shall be equal to
FSSO's estimated recoverable costs and expenses ; If
FSSO’s recoverable costs and expenses for the gua-
~tor are estimated to be greater than the value of Cost
Recovery Crude Oil estimated to be produced dur-
ing that guarter, such amount shall be the value of -
such Cost Recovery Crude Oil. Such amount shall he'
paid by EGPC to ESSO in U.S. dollars in three (3).
equal instaliments, on the fifteenth (15th) day of the
months following each month of the quarter. In both
" cases such amount’ will be appropriately adjusted. by
a payment to EGPG by ESSO, or viceversa, as the
case mav be, within fifteen (15) days of EGP(s rec-
eipt of ESSO’s statement of actual recoverable costs
and expenses for the quarter submitted pursuant to
Annex D). The effect of the adjustment shall be such
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that, 1f the value of (g Recovery Crude Qil actual-
lv taken by LGpc during the quarter exceeds
ESSO’S actual recovergple costs and expenses (includ-
g any carry forward) for that quarter, EGPC will
have paid ESSO the amount of such costs and ex-
penses, and if such Costs and expenses exceed such
value, EGPU will haye paid ESSO the amount of

such value, with ] cxcess costs and expenses being
carried forward (o the succeeding quarter.

EGPC shall have the right, during any quarter in which the
Agreed Value is applicable, of taking delivery of Cost Reco-
very Crude Oil in a quantity having a value of up to fifty
(50%) percent of the excess of the value of Cost Recovery

Crude Oil estimated to be produced during that quarter
ovar the amount of ESSO’s estimated recoverable costs and

expenses, for the purpose of supplying any of EGPC’s share
of operating requirements {or refineries, delivery of such
quantity of cude o1l to he F.O B, export terminal (or other
delivery point mutually agreed upon). If EGPG wishes to
exercise such right, it shal notify ESSO in writing at least
twenty-five (25) days prior to the beginning of the quarter.

Exploration, Development or Exploitation costs and ex-
penses shall include expendityres wherever incurred and
paid for the purpose of operations under this Agreement
but shall not include interest on investment, or any bank
fees or bank charges or any crude export marketing ex-

penses, such as the expenses of finding a buyer and con-
cluding the sales contract for such crude.

(1) “Exploration Expﬂnriitures” shall mean all costs and
expenses for exploration, |

(i) “Development and Exploitation Expenditures” shall
mean all costs and expengses for development and ex-
ploitation with exception of operating expenses.
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(ili) “Operating Expenses” shall mean all costs, expenses
and expenditures made after commercial production
which costs, expenses and expenditures are not nor-

mally depreciable.

However, Operating Expenses shall include work-
overs, repair and maintenance of assets, but shall
rnot include any of the following : side-tracking, re-
drilling, and changing of the status of a well from
oil well to water well and vice-versa, and replacement
of assets or a part of an asset, major overhaulng that
extends the life of the asset, additions, improvements
and renewals (As described in Annex D, 8).

(b} Of the remaining seventy-five (75%) per cent crude o1l produced

and before deducting royalty, EGPG and ESSO shalt each be
entitled to take and receive the following percentages of the
average daily production of crude oil produced from the wells :

() For total daily production rates from zero to forty (40)
thousand barrels of oil per day, EGPC eighty-five (85%)
per cent and ESSO fifteen {15%) per cent.

(ii) For increments of total daily production above forty (40)
thousand barrels of oil per day, EGPC eighty-seven and
one-talf (87.5%) per cent and ESSO twelve and one-halt

(12.5%) per cent.

Without prejudice to paragraph (a) of this Arficle V and Article
XVH ESSO shall during each yeéf, take, receive aﬁd ffecly -
export, ard retain abroad and freely dispose of the export sales
proceeds of, its share of crude oil under paragraph (b) of thts
Article V plus the Cost Recovery Crude Oil as provided in
paragraph (a) of this Article V. The value of the part of the
excess Cost Re;:overy Crude Oil wﬁich is to be paid to EGPC
in accordance with paragfaph (a) of this Article shall be paid



o \RA\QMUJJLQJ(CJL) \0 J-Xle_d‘;#wjlb..h{_ﬁn

P dy T 58 el AP ] o o B
JL’&_) fu-\ C.,i_}\ RV 1.:<.l.b J};;} TN | S "\f:" o l‘J}_ ( o)
. Jt““ u‘..b_upﬁ)__\)}dl v

ESUNILNOE IR CR PSR PO g
(C.\-,G)J'{J(:u %‘,lhl\ r\xlc,.:j\ E:S'L..H""_l Ry ( &rc) 3
(€l am b L) Yol o) 27 sV bt e
e 5 52 AL, S0 aist U oo
.b-lﬁ"-fdj U‘a'ﬂ""j L; LJ ‘ o and } J.\.C A U“J_, \'-Xﬂa L
C’Lul J""P} L,a..,a.ﬁ-(‘:-' Uﬂ\‘—‘"t L}_Osw L.JI _.;.-.'.a_Jl !_}J\,ﬂ.“ AR
ety ) O FE SR NP rf:- Jl bl o k..--l_}U(C oo C) |
4}#\9 .._..DL«-N .C!\ .5\-\.-—.-# (JJ J_,‘)"AL\ CL&&‘ U'. ( s\.J»\ i ' 9 J.ﬁ_ﬂ-\
‘d:){p-(: Lg..\H _,f«ln P\f'l‘ JP -l,ﬂ.l-y \ﬁ_ﬂ( ) u:n.....; J}‘p— i} d__,?rﬁu
JJEA J.ﬁll "ﬁ: Jﬁ .31515‘{4&:” ”}-ﬂ\” L'J.;_}b l.}“ﬂ\ \J\h Q}<L’ (:\_Jﬁ
. _j-\.,.a.: J}Jnﬂ\” C-‘l*::" Qt:d BlﬁLl\ o-:\f-b i ( ‘ ) E:GJ.&H EJEH\.L}'

o

Auh_,(‘.}i...’ k_}fa. “f ‘1\.‘ JSJ}J \MLJ_}JJ G-l»#tl} A; Kl&) An dﬁ ( )
%rr_,.gﬂl\ -_,LUB Asmﬁ\a.&f. U’JH( )L’ A#GJ:-\u))w

. J\a] L\.Jb AE:M J.a-.{ d.qr.:h }-'\ Jc« A:#M ULJK.? d:\ {..:.-.IJ‘JY

Low LRnl ‘_}{JJ\JU JJ} P3N CL'Y‘ ;-.h S S— ) . ...Lu.n ‘LE]\ JC‘ (Jb)

L.'_,m AJL.{ 4.«...5.1] "M}J.m O (\AJJ (q ) w.ﬂ. uﬁrd.my J hf-‘_,.ﬂ.i'
d_,-«c;.\!\ EARU ulrﬂuﬂumf‘“lh‘f 1\u,.u 3| 4

Colirslede athe 4y 4 LU arb] o K& ol il Ad
.d_,,n.:l\ acloe 8 ia.:wl.\ AA.:L...\“ _JL iias o )_,(.\!J A Lin) S
La.l;-lr et e AN | 8, 0 ey o el S de s

g\ D A,L»x.km\.\r_,wU-l o.}Lua.\hu (‘)aju.ﬂ \.a!f PV
r'\.q.“ lp} ¢ 4,_“,.\;.\ | U G PO VY O ( ) .;.J.n.nu \_.a.}a eL“M_,
LAk o i) IS e 3500 4 Y g of el




\'.Q‘M b o4 (GU) IR D SO | sy 2ol _ o\

in U.S. dollars to EGPC by ESSO on a quarterly basis within

thirty (30) days after the end of the quarter. Title to all such
crude o1l and risk of loss shall pass to ESSO at wellhead.

If the entitlement of the Government and of EGPC to all
crude o1l produced in A.R.E. is less than the total quantity of
crude oi. required to be refined m A.R.E. to produce products

required for internal purposes (hereinafter referred to as “The
Imbalance”), then, in that event, the crude oil which ESSO has

the right to export in accordance with the foregoing shall be

reduced by the amount representing E.SSO’s proportionate share
of 'Ihe Imbalance.  The amount of such proportionate share

shall be based on the volume of ESSQ’s entitlement to A.R.E.
crude oi. production in proportion to the volume of entitlements
of others (except the Government and/or EGPC) to such’ pro-
duction and the price shall be paid in fully convertible curren-
cies within minety (90) days after the end of the month in which
delivery is made, and shall be ESSO’s export price determined
under the procedure set forth in subparagraph (a) of the present
Article respecting export sales by ESSO.

{d) Gas, unless other disposition of such gas and constituents be
made in accordance with Annex ¥ hereto, shall at no cost,

belong to and be taken by EGPC. Tt is understood that such
taking by EGPC shall not result in any additional costs to ESSO.

e e
- *L

fe) The Operator shall prepare (not les than ninety (90) days prior |
to the beginning of each calendar semester following commen-
cement f regular production), and furnish in writing to - EGPC
a forecast, approved by the Joint Company, setting out the total °
quantity of crude oil that the Operator estimates can be produced;”
saved and transported hereunder during such calendar semester
in accordance with good oil industry practice. The Operator
shall als» estimate the quantity of crude oil to be taken by ESSO
in accordance with paragraph (a) of this Article V: also shall
estimate ESSO and EGPC shares in accordance with paragraph
(b) of this Article V. The Operator shall endeavor to produce



\aA\ 4 U"JL' o d (CU) \# Sl _qk:w_z“ behgﬁjl o

AalisYlods opr 2L o (1 )5, s U VICILET (o ﬁb

\?::lﬂdﬂf: L_Sl\ 44;;’2” l.ﬂ.!) (U—‘ L,HJ‘ U"\"’ fl 4 uﬁ\JGY\ A pU.‘: _ﬂ:_,

10\3#‘? d \:j}.:! A\Lydll\ - :]Lv\\ (-: oﬂw .“J u‘.l-manb r“.ﬂ.“} ML\UU
o Jdandl

ool il it gl Yo do Gl gt slez d (5)
L JiE e A Sl Y ydme M o] Jo Sl 2N
.yl

( AAJL«J\ Ju\ )
djaﬂ\iﬁ

(p o) by W] 37 4ol 2ol Nt SDL 22 b 055 (1)
L,U.Jju\ Ls.l.‘l rll.ﬂ.” \t" (-_,m LﬁﬁuLL..Ja Jﬂﬂ lc! Mv\mk..l\ }T "u\ﬂl\
;b

o @-\—Jlis‘ il J g Wyidly il JpmmaoMV A8l (7))
sl e g e M) Y8 Zenal Lo e i1 J)
Ll J g iy Tl g’ Wl ASTHY 35 3 pay bl
Jll« J_,laL\ o .}M\;LMA..Jl FAPTRLE WAy d_,hl\ MY
. J...‘.-\.-L\ aa Al YO IS i H.AK.

o AZ6G JasIol LT o7 3 502 W) ode o] Ul O
Ml e iy shaaly | e linel 0IAZs o4l yic. W] 51
sl y Ty Wadh A BT B2l uenas 5 ol o110 M
Jheazt s Jy sk g Waally an ) Jpot) 0ipdfhe @yl Ticst R
(e-¢-z)e Lla 43 S 4Tl Al padd ol J o Ylodn
| PR f‘ _,UU:J.‘A‘IU.KL



oy VaAY B b 0 3 (C‘-U). \ ¢ >4 et Ao JI 3 !

s

each calerdar semester the forecast quantity. The crude ol
shall be measured for royalty as provided for m paragraph (a)
of Article 11 of this Agreement and other purposes by a method
mutually agreeable between EGPG and the Operator and 1in
accordance with accepted international petroleum industry

practice.

(f) At a reasonable time prior to the commencement of commercial
production EGPC and Operator shall meet and agree upon 2
procedure for scheduling tanker liftings from the point or polnts

of export.
Article V1
TITLE TO ASSETS

(@) EGPC shall be the owner of all ESSO’s assets in the Area and
in AR.E. created or used in connection with the Operations
carried cut by the Operator subject to and in accordance with
the following :

(1) Larnd shall become the property of EGPC as soon as 1t -:Es
acq lired by ESSO for the purpose of operations under this
Agreement. |

(2) Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR to
EGPC as they become subject to depreciation in accordance
wita the provisions of Article V; however, the full title
to ~ixed and movable assets shall be transferred automa-
tically from CONTRACTOR to EGPC at the end of the
year when its total cost has been recovered by CONTRAC-
TCR in accordance with the provisions of Article V. In
the event of termination of this Agreement, ESSO iﬁay.
eittier charge the costs of such fixed and movable assets to
this. Concession, as recoverable expenses for exploration
commitment credit, and EGPC shall have full title to such
fixed and movable assets; or ESSO may retain title to such
fixed and movable assets and elect to transfer and use such
fixed and movable assets for another active Concessicn in
the A.R.E. as long as it has not been charged to the ex-
perditure obligation. | |
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(3) During the exploration phase for this Concession ESSO may
import certain movable assets to Egypt for purposes of stand-
by asstes such as strings of casing, well heads or other
material or equipment and such movable assets will not be
charged to the Concession for recoverable costs unless such
standby assets are actually used in the Concession. Such
standdby assets remain the property of ESSO and -may be

freely exported when in the judgment of ESSO they are
no longer needed for standby assets.

Notwithanding the foregoing, movable assets owned by
ESSO which are moved to the Area or landed m A.R.L.
and normally used temporarily such as for drilling or pipe-
laying (including floating storage vessels which ESSO puts
into use in operation hereunder but later removes and rep-
laces with another storage system or vessel) shall remain the
property of ESSO, provided that their depreciation as ap-
proved by EGPC for the given period only is charged to the
operations and included in the costs in accordance with
Arficle V of this Agreement.

However, if the full amount of depreciation of such asset
has been charged to the operations, then such asset (inclu-
ding floating storage vessels) shall become the property of
ECPC. Tt is understood that such temporarily used assets
may be freely re-exported by the Operator subject to
ECPC approval, provided, however that in view of the
high operating and down-time costs and losses associated
wih any delay in movements of specialized vessels for off-
shore drilling and pipelaying and associated supply vessels,
such vessels may be re-exported upon prior notice given
.o EGPC of the re-exportation of suchs vessels owned DY
ESSO- or its contractors. It is understood that the tem:
porary use of the movable assets in the _operati()}ls as afo-
resaid, title being retained by ESSO, shall not give rise to
a claim for payment from EGPC to ESSO respecting El}Ch
assets but rather ESSO shall recover jts costs respectins
uch assets in accordance with Article V (a).
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(b)

The Book Value of the Assets created during each calendar
quirter shall be communicated to EGPC within forty-five
(45) days after the end of each quarter during the explora-
tion phase, or thirty {30) days after the end of each quar-
ter during the exploitation phase.

During the term of this Agreement and its renewal the Operator
is entitled to full use of all fixed and movable assets as defined
above and EGPC shall not dispose of the same except with mu-
tual agreement. If, however, during such term of this Agree-
ment, ESSO should determine and advise EGPG that ESSO has
no foreseeable need for part or all of the unused capacity of a
pipeline, crude oil storage or export terminal facility subject to
this Agreement and that in ESSO’s opinion such capacity can
be used. by EGPC and its affiliates for its other operations in
AR.E. without interfering with operations under this Agrea-
ment, and if EGPC determines that it needs such part or all ot
such urused capacity for its other operations in A.R.E., then
EGPC shall so advise ESSO, and EGPC and ESSO shail
meet to negotiaté mutually satisfactory terms covering such
use by EGPC and its affiliates. Furthermore, if ESSO shiould -
determine and advise EGPC that ESSO needs part or all of the
available unsed capacity in a pipeline, crude oil storage or ex-
port terminal facility subject to other production sharing arran-
gements in A.R.E., EGPG shall cause such unused capacity to be.
made available for ESSO’s use for operations under this Agree-
ment or. mutually satisfactory terms. The terms of use of the
abovementioned facilities shall include reasonable mavinent bv

the user, limitations on the period and extent of such use, and
provision for payment by the user of appropriate cost or expensc

incurred by reason of such use.
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(2)

(b)

(d)

(e)

Article VII
JOINT COMPANY,

All development and exploitation operations subject of this
Agreement shall be carried out in accordance with such deci-
sions respecting such operations as may be agreed between
EGPC and ESSO directly or made and approved by the
Board of Directors of a non-profit Joint Company, formed
by LEGPC and ESSO to be called Suez Esso Petroleum Company,
abbreviated as SUESSO, according to the provisions of its char-
ter attached hereto as Annex E which 1s made an integral part

hereof.

Within thirty (30) days after Commercial Discovery, the Charter
shall take effect and the Joint Company shall come into existence
without any further procedures.

Operator shall submit for the approval of the Board of Directors

of tae Joint Company the Exploration work programs and bud-
gets, which shall be subject to such approval. Operator shall
subinit for the approval of the Board of Directors the religuish-
mer ts which are provided for in Article III {d) of the Agree-
ment and which are made after Commercial Discovery. -

Operator shall submit for the approval of the Board of Directors
of the Joint Company the Development and Exploitation work
programs and budgets, which shall be subject to such approval,ﬁ

L} .

ther. to be approved finaly by EGPG if requested. _

Prior to the coming into existence of such.jomt Company,
Operator shall submit for the approval of the Exploration Advi- '
sory Committee the Exploration -work program and budgets,
whichi shall be subject to such approval. The Exploration Advi-
sory Committee shall give consultation and advice respecting ex-
ploration operations and shall cease to exist upon the coming
into existence of such Joint Company. Any decision or action.
taken by the Exploration Advisory Committee must have the
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affirmative vote of four or more of its memberz, The Explora-
tion Advisory Cbmmit‘tee shall be composed of three (3) members
appo.nted by EGPC, one of whom shall be Chairman, and three
(3} members appointed by ESSO, such appomtments to be made
within sixty (60) days after the Eifective Date.

(£) In taie event of emergencies involving danger of loss of lives
or property or in the event unforeseen circumstances arise that
would require ESSO to expend additional unbudgeted amounts
in accordance with good oil field practice in the industry, to
meet its obligations and commitments under the Agreement,
such expenses shall be considered as a cost to be recovered sub-
ject to the provisions of th Agreement,

Article VIII
OFFICE. AND SERVICE OF NOTICE

£SSO shall maintain an office in A.R.E. at which notices shali
be validly served.

ESS()’s general manager shall be entrusted by ESSO with suf-
ficient power to carry out immediately and comply with all local’
written directions given by the Government or its representative
under the texms of this Agreement or any lawful regulations issued
or hereafter to be issued which are applicable hereunder.

All matters and notices shall be deemed to be validly served on
ESSO which are left at the office of the general manager or which
are sent to him by registered mail to ESSO’s office in ALR.E.

All raatters and notices shall be deemed to bcvahdly served on
EGPC which are left at the office of the Chairman of EGPC or
—hich are sent to him by registered mail at EGPC’s main office in

- alro.

Noti-es under Article XIX should be made by an offieial legal
notice. |
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Article IX
SAVING OF PETROLEUM AND
PREVENTION OF LOSS

{a) The Operator shall take all proper measures, according to
generally accepted methods in use in the oil industry to prevent
loss or waste of petroleam above or under the ground in any
frcm during drilling, producing, gathering and distributing or
stcrage operations and imcluding economic loss resulting from
mnsufficient production or transportation facilities.

(b) Upon completion of the drilling of a productive well, Operator
shall inform EGPG of the.time when the well will .be. tested.

anii the productlon rate asccrtamed

{c) Exeept in instances where multiple producing reservoirs in the
sarne well can only be produced economically through a single
tubing string, petroleum shall not be produced from multiple
oil carrying zones through one string of tubing at the same time,
except with prior approval of he Government or its represen-

tat.ve.

(@) The Operator shall record data regarding the quantities of
petroleum and water produced monthly from each field. Such. -
data shall be sent to EGPC on the special forms provided for,.
that purpose within thirty (30) days after it'is obtained. Dmly
or ‘weekly statistics regarding the production from the Area shall
be available at all reasonable times for exannnatmn by autho- !

rized represmtatwes of the govelmnentw-f-- v e el

-

(¢) Daily drﬂ]mg records and the graphic logs of Wﬂlls ‘must sho‘wf*
the quantity and type of cement and the-amount of,any other e
materials used in the well for the purposes of protecting pet-
rolcum, gas bearing or fresh water strata. Any substantial
change of mechanical conditions of the well after its completion -
shioald be subject to the approval of thé representative of the
Government. Pipe used for separating water-bearing strata in
the well or separating the petroleum-bearing strata shall not be

withdrawn without the written approval of the Government or
its 1-epresentative.
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CUSTOMS EXEMPTIONS

(a) EGPC, ESSO, and their foreign. contractors and sub-contrac-

tors engaged in carrying on operations under this Agreement
shall be permitted to import, and shall be exempted from
customs duties, with respect to the importation of machinery,
equipment, vehicles, materials, supplies, consumable items,
foodstuffs, offices, camp requirements and movable property,
when certified by a responsible representative of EGPC to be

solely for carrying on operations under thss Agreement. . =

(b) The expatriate employees of ESSO and the expatriate emplo-
yees of the Joint Company and of the said contractors and sub-
contractors shall be permitted to import and shall be exempt

from all customs duties or any other daties with respect to the
reasonable importation of household goods, foodstuffs (This
exernption shall be within the limits approved by the Mimister
of Petroleun.), items and personal effects including one auto—
mobile, when certified by a responsible representative of ESSO

provided, however, that such properties are imported for the
sole use of the employee and his family and provided, furthe |

that: no such property imported by the employee shall be reﬁld

by aim in the AR.E., only subject to Govermnent rcgulze,tlons!
27 Ay

(c) The exemption provided in (a) of this Article.shall. natké.p.ply
to any imported items, when, in the opinion of the EGPG;items

of the same, or substantially the same, kind and quahty are
manufactured locally and are available for purchase - ‘and+deli-
very -when needed in the AR.E. at a price not higher ﬂ:ta.u.,tcn
(109%) percent more than the cost of the imported item befma
customs duties, but after transportation and insurance costs have

heen added.

(¥)
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Any of the items imported into the AR.E., either exempt or
non-exempt from customs duties and taxes under this Article,
may be exported with the approval of EGPC by the importing

party at any time without the payment of any export duty or
tax or. umpost.

Used or surplus material, equipment and goods resulting from

operatibns' hereunder may with the approval of EGPC and

(h)

3SO be sold within the A.R.E. provided that the purchasers
pay the applicable customs duties, if any, except if sold to EGPG
or its affiliated companies. Proceeds collected from such sales
shall be paid to EGPC by ESSO except for these listed under
sttb-paragraph (1) below.

“(lustoms Duties”, as used herein, shall include all advalorem
taxes and other importation taxes and duties (except those paid
to the Government for actual services reundered), which are
payable as a result of the importation of the item or items under
consideration. '

There shall be no licence required. and Operator and EGPG
shall be exempted from any duty, tax, fee or any other financial
impost in the respect of the export of petroleum hereunder.

Matcﬁal, equipment and goods damaged or used as to be non-

sarviceable and which are classified by Operator as scrap or junk

(any such Operator appraisal being subject to EGPG and ESSO)
approval) may be sold as scrap or junked, subject to EGPG
approval, without payment of customs duties, taxes or ImMposts.

n the event of such sale of junk, used or surplus matenal or
equipment purchased by ESSO contractors under sub-paragraphs
(e) and (h) above, the contractors shall be entitled to reimbur-
sement of their unrecovered costs, 1 any, in such material ‘o1
equipment and the excess, if any, shall be paid to EGPC.
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(2)

"ESSO shall submit to 'EGPC a year-end balance sheet *a;:%

VAA Y fw_.: L.-"'"—-’b o (_,é (Cib) h‘ ¢ ﬁ-«‘u.” _— dLWqu\ b.\JJ‘,:t-.”

Article XI
BOOKS OF ACCOUNT
ACCOUNTING AND PAYMENTS

EGPC, ESSO, and the Joint Company shall each maintain at
their main business offices in the A.R.E. books of accounts; 1n’
accordance with the accounting procedure attached to thig;
Agreement as Amnex (D) and with accepted accounting practiteg
generally used in the petroleum industry, and such other books
and records as may be necessary to show the work performed
under this Agreement, including the amount and value of all
petroleum produced and saved hereunder. ESSO and the Joint
Company shall keep their buoks of account and accounting
records hereof n United States of America Dollars.  ESSO and
the Joint Company shall furnish to the Government or its rep:
resentative monthly returns showing the amount of petroleurg
produced and saved hereunder. Such returns shall be prepared
in the form required by the Government or its representative and
delivered to the Government or its representative within thirty
(30) days after the end of the month covered in the return.

The aforesaid books of accounts and other books and records
referred to above shall be available at all reasonable times for,
inspection by the duly authorized representative of the Govern®

ment.

£

financial statements of each Calendar Year not later than Ma

15 of the following year to show its net profit or loss from-opes
rations under this Agreement for such year. The balance. shg&
and financial statements shall be certified by an Egyptiany Cer-
tifi>d Accounting Firm mutually accepted by EGPC and ESSO.

Article X1I
RECORDS, REPORTS AND INSPECTION -

The Operator shall prepare and, at all times while this Agree:
ment is In force, mamtain accurate and current records -of jfs
operations in the Area hereunder. The Operator shall furnish
the Government or its representative, in conformity with app-
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licable regulations or as the Government or its representative
may reasonably require, information and data concerning its
operations under this Agreement. In particular, Operator wiil
make a daily drilling report during drilling operations, a monthly
exploration report during seismic operations, as well as a quar-:
terly financial report and a yearly general report.

The Operator shall save and keep for a reasonable period of
time a representative portion of each sample of cores and cut-
tings taken from drilling wells, to be disposed of or forwarded

‘to the Government or its representative in the manner directed

by the Government. All samples acquired by the Operator for
its own purposes shall be considered available for inspection at
any reasonable time by the Govemnment or its representative.
Any such samples which the operator has kept for a period of
twelve (12) months without receipt by the Operator of instruc-

"~ tions to forward them to the Government or its representative

(d)

or e sewhere may be disposed of by the Operator at its dis-
cret1on.

In case of exporting any rock samples outude A.R.I. then
samples equivalent in size and quality shall, betore such expor-
taticn, be delivered to EGPC as representative of the Govern-

mendt.

Original of records can only be exported with the nermission
of EGPPC; provided, however, that magnetic tapes. and any
other data which must be processed or analyzed outside the
AR E. may be exported if a monitor or a comparable record

" s maintained in the A.R.E. and provided that such exports shall

(c]

be repatriated to A.R.E. on the understanding that they belong
to EGPC. |

EGPC and the Joint. Company have the right to full and com-
plete access to the Area at a1l reasonable times with the right
to observe the operations being conducted and to inspect all

assets, records and data kept by the Operator. The Operator

shall’ provide EGPC and such Jomt Company with copies of
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any and all data (including, but not limited to, geological and
geophysical reports, samples, logs and well surveys), information
and interpretﬁtion of such data and information in *theg Opﬁ
rator’s | possession. All such data and information shall be
strictly confidential and shall not be divulged by EGPC or such
Joint Company except to affiliated companies or to-the’' Govern-
ment, without the consent of ESSO while this Agreement re-
mains in force. However, for the purposes of obtaining new
offers the Government may show any other party certain data
with respect to the areas adjacent to the area of each new offer.

Article X111

REPONSIBILITY OF ESSO
FOR DAMAGES TO THIRD PARTIES

Operator shall entirely and solely be responsible 1n law towards
third parties for any damage caused by its operations and shall
indemnify the Government and/or EGPC against all damages for
which it may be held liable on account of any such operations. *

Article X1V

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the Government shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such reptesentatives may examine the books,
registers and .records of EGPC and ESSO and the Joint Company
and make a reasonable number of surveys, drawings and tests for-
the purposz of enforcing the Agreement. They shall, for such pur-
poses, be entitled to make reasonable use of the machinery and ms-
truments of the Operator on the condition that no danger or impe-
diment to the operations hereunder shall arise directly or indirectly
from such use. The Government shall indemnify and shall reim-
burse Operator for any loss or damage which may in fact result
from any such use of said machinery and instruments. Such repre-
sentatives shall be given reasonable assistance by the agents and
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tmployees of the Operator so that none of their activities shall en-
danger or hinder the safety or efficiency of the operations. The
Operator shall offer such representatives all privileges and facilities
accorded to its own employees in the field and shall provide them,
iree of charge, the use of reasonable office space and of adequately
furnished housing while they are in the field for the purpose of
facilitatirg the objective of the Article. Except as provided in
paragraph (e) of Article XII, any and all information obtained by
the Government or its representatives hereunder shall be kept con-
fidntial with respect to Area and shall not be disclosed during tha
term of this Agreement, without the prior written consent of EGPC

and ESSO).

Article XV
E.MPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{a) It is the desirc of EGPC and ESSO that operations hercunder
be conducted in a businesslike and efficient manner.

(1) The expatriatc administrative, professional, and technical
personnel employed by the Joint Company and ESSO and
the personnel of their own contractors in connection
with the operations hereunder shall be granted the
residence as provided for in Law No. 89 of 1960, as
now amended, and the work permit for aliens as provided
for in the Ministerial Order No. 9 of 1963, as now amended,
without prejudice to the A.R.E. laws and regulations re-
lating to public policy or public security.

(2) A minimum of twenty-five (25%) percent of the base sa-
laries and wages of the expatriate administrative, profest
sional, and technical personnel employed by ESSO and the
Joint Company shall be paid in Egyptian Currency.

(b)) ESSO and the Joint Company shall each sclect their own
empioyees, and determine the number thercof, to be uséd In
connection with operations hereunder. ESSO and the Joint
Company shall each, after consultation with EGPC, preparc
and carry out specialized training programs for all of their own
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AR E. employees engaged in connection with the operations
hereunder with respect to applicable aspects of the petroleum
industry. ESSO and the Joint Company shall each replace
aradually their own expatriate staff by qualified nationals as
thev are available. ESSO shall cooperate with EGPC 1n giving
mutnally agreed number of EGPC employees an opportunity to
attend and participate in ESSO and international ESSO affili-

ates training programs. ESSO shall provide EGPC with copies
of its organization chart any time when required by EGPG.

Article XV

LAWS AND REGULATIONS

(2) ESSO and the Joint Company shall each be bound by the regu-
lations issued for the implementation of Law No. 66 of 1953, as
amended by Law No. 86 of 1956, including the regulations for
the safe and efficient performance of operations carried out for
the execution of this Agreement and for the conservation of the
netroleum resources of the A.R.E., provided that no regulation,
noc ification or interpretation thereof shall be contrary to orx
inconsistent with the provisions of this Agreement.

(b)) The rights and obligations of EGPC and ESSO under, and for
the effective term of, this Agreement (as well .as all matters
yelating to the Joint Company subject of Article VII herein-
akove) shall be governed by and according to the provisions of
this Agreement and can only be altered or amended by the

mufual agreement of the parties.

(¢) The contractors and sub-contractors of the Operator shall be
sab ect to the provisions of this Agreement and they <hall be
bound by all regulations consistent with this Agreement which
are only issued by the Government from time to time.

Article XVI1I
RIGHT OF REQUISTION

(a) In :ase of national emergency due to war or imminent exXPec-

tation of war or intern al causes. the Government may 1‘equi_si-
tion all or part of the production from the Area obtained he-
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rcurvdler and. require the Operator to increase such pcoduction
to the utmost possible maximim. The Government may also
requisition the oil fictd jtself and, 1f necessary, related facilities,
processing plants and refineries, if any.

(b) 1n all cases, such requisition shall not be effected ex-ept afier
mviting EGPC and ESSO cr their representives by registered

letter, with acknowledgement of receipt, to express their views
with respect to such requisition.

(¢) The requisition of production shall be effected by Ministerial
Order.  Any requisition of the oil field itself. or any related
facilities processing plant or refinery, shall be effecied] bv a
Presidential Decree duly notified to EGPC and ESSO.

(d) In the event of any requisition as provided above, the Govern-
ment: shall indemnify in full EGPC and ESSO for the period

during which the requisition is maintained, including

(1) all damages which result from such requisition,
(2 full payment cach month of the c0osts and  expenses of
ESSO as defined in Article V of this Agreement and the
reasonable export market value of ESSO’s and EGPQC’s

share of crude oil produced as provided in paragraph (b)
of Article V of this Agreement.

However, any damage resulting from enemy attack is r.ot within

the mezning of this paragraph (d). Payment hereunder shali be.-
made to ESSO in U.S. Dollars remittable abroad.

Article XVIII
ASSIGNMENT

(¢) Ncither EGPC nor ESSO may assign to a person, firm or or-.

[-oration not a party hereto, in whole or in part, any of its

rights, privileges, duties or obligations under this Agreement
without the written consent of the Government; provided,

however, that EGPC or ESSO, as the case may be, shall be free
to assign its rights, privileges, duties and obligations under
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this Agrecment to an affiliated company; and provided, fur-
ther, that the assignee shall be as qualified as the assignor with
respect to its technical and financial competence, and exgepting
assignmerits to assignees wholly owned, directly or indir ectly by
Exxon Corporation, Government approval to the assignment
shall be first obtained.

In the event that EGPC or ESSO wishes to assign, in whole or
1n part, any of its rights, privileges, duties or obligations hereun-
der as aforesaid, the written consent thereto of the Govermment
shall not be arbitrarily withheld. To cnable consideration to
be given to any request for such consent, the following condi-

tions musit be fulfilled —

(1) The obligations of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such reg-
uest 18 made,

(2) The proposed assignee or assignces must produce reasc-
nable evidence to the Government of its or their financial
and technical competence.

i,
N
-

The instrument of assignment must include provisions sta-
ting precisely that the assignee is bound by all covenants
contained in this Agreement and any modifications or addi-
tions in writing that up to such time may have becn made.
A draft of such instruments of assignment shall be submi-
tted to the Government for review and approval befere
beirig formally executed.

Every executed and delivered instrument of assignment assign-
ing any of the rights, privileges, duties or obligations hercunder

o

of FEGPC or ESSO shall be submitted to the Government within
thirty (30) days after the Government approves the assignment,
for registration in its registers.

Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes, charges or fees.
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Article XIX
BRIFACH OF AGREEMENT AND POWER
TO CANCLL

(a) Subject to the provisions of paragraph (b) of this Article X1X,
the Government shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to ESSO, in the
following instances :

!
L)

If it knowingly has submitted any false statements to the
Gov>rmnment which were a material consideration for the
execution of this Agreement ;

If ir assigns any interest hereunder contrary to the provi-
sion; of Article XVIII hereof ;

If i is adjudicated bankrupt by a court of coinpetent
jurisdiction ;

Tf it does not comply with any final decision reached as the
result of arbitration proceedings conducted under Article

XXI ;

If it intenticnally extracts any mineral other than ptrol-
eurr not authorized by this Agreement or without the
auttiority of the Government, except such extractions as
may be unavoidable as the result of operations conducted
bereunder in accordance with accepted petroleum industry
practice and which shall be notified to the Government or

its 1epresentative as soon as possible ; and

If i+ commits any material breach of this Agrecment ox of
the provisions of Law No. 66 of 1953, as amended by Law
No. 86 of 1956, which do not expressly contradict with
the provisions of this Agreement or the law by which the
Agreement is specifically authorized.

Such cancellation shall take place without prejudice to any
rights v/hich may have accrued to the Government against
£SSO i1 accordance with the provisions of this Agreement;
and in the event of such cancellation, FESSO shall have the right

to remove from the Area all its movable property.
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(b} 1f tae Government deems that a cause (other than a force
majeure cause referred to m Article XX hereof) exists to cancel
this Agreement under paragraph (a) of this Article XIX, the
Government shall give ESSO ninety (90) days written notice to
remedy and remove such cause, but if for any reason such service
is impossible, publication in the Official Journal of the Govemn-
ment of such notice shall be considered as validly served upo:n
ESSO. If at the end of said ninety (90) days notice period
suck. cause has not been remedied and removed, this Agreement.
may be cancelled by Order or Presidential Decree as aloresaid,
without prejudice to Article XXI ; provided, however, that if
such. cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, cancellation of

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

(¢) ESSO shall be allowed to remove their belongings from Area
after settling all claims due to the Government.

Article XX
FORCE MAJEURE

(a) The non-performance or relay m performance by EGPC and
ESSO or either of them, of any obligation under this Agreement
<hall be excused if and to the extent that such non-performance
or delay is caused by force majeure. The period of any such
non-performance or delay, together with such period as may
be necessary for the restoration of any damage done during such
delay, shall be added to the time given in this Agreement for the
performance of such obligation and for the performance of any
obligation dependent thereon and to the term of this Agree-
ment, but only with respect to the block or blocks affected.

(b) “Force Majeure”, within the meaning of this Article XX, shall
be any order, regulation or direction of the Government of the

Arab Republic of Egypt and the Government of the United
States of America with respect, to ESSO, whether ];_)romulga__ted
in the form of a law or otherwise, or any act of God, insurrection,
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riot, war, strike, and other labor disturbances, fires, floods or
any otker cause beyond the control of EGPU and ESSO, or

either of them, whether similar to the cause hereinabove speci-
fied or not.

(¢) Without prejudice to the above and except as may be otherwise
provided for hercin, the Government shall incur no responsibi-
lity whatsoever to EGPC and ESSO, or either of them, for any
damages, restrictions or loss arising in consequence of such case
of force majeure, except a force majeure caused by the order,
regulation or directicn of the Government of the Arab Republic
of Egypt.

{d) Due to the short one and one-half (1.5) year term of the initial
exploration period as specified in Article IV (b) if unusual cir-
cumstances result in the inablility of ESSO to complete the
drilling operations for the required two wells by the end of ihe
actual term, such term can be extended to the end of the dnill-
ing program plus sixty (60) days for studies at the discretion of
EGPC. Tt is agreed that ESSO will conduct an AgoTesSIVE EX-
ploration program for the Concession. Such approved exten-
sion will apply as outlined in Article XX (a) above.

Article XXI
DISPUTES AND ARBITRATION

(@) Any dispute arising between the Government and the parties
with respect to the interpretation, application, execution, can-
cellation or termination of this Agreement, shall be referred to
the appropriate A.R.E. courts with competent jurisdiction.

(b) Any dispute arising between EGPC and ESSO shall be I;efer-
red to Arbitration. The Arbitration shall be initiated by either of
EGP or ESSO giving notice to the other of them that it (here-
inafter referred to as the First Party) elects to refer such dispute
to Arbitration and that First Party has appointed an Arbitrator,
who shall-be identified in said notice. The other (hereinafter
refer-ed to as the Second Partv), within fifteen ,days shall IlOﬁfY
Piret Partv in writing, identifying the Arbitrator that %t has sc-
lected. If the Seccnd Party does not appoint 1ts Arbitrator as
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aforesaid, the First Party shall have the right to apply to the
Court of Arbxeration of the International Chamber of Comme-
rce to appoint a second arbitrator. The two Arbitrators shall,
within thirty (30} days, select a third Arbitrator, failing which
the thkird Arbitrator shall be appointed by the Court of Arbit-
ration of the International Chamber of Commerce at the re-
quest of either First Party or Second Party or, in the event such
Chamber of Commerce ceases to exist, by the President of the
International Court of Justice. In the event of death or other
failure: of any Arbitrator to carry on with the Axrbitraticn, he
shall be replaced by appointment made by the Party who made

the original appointment or by the Court of Arbitration of the
Interraional Chamber of Commerce or the President of the In-

ternational Court of Justice, as the case may be. The third

Arbitrator must be a citizen of a country other than the ARE:

or the United States of America and of a country which has dip-
lomatic relations with both the AR.E. and the United States
of America and shall have no economic interest in the o1l busi-
ness nor the signatorics hercto. The Arbitrators shall cstablish
the Arbitration procedure. The decision of the Arbitrators. may
be given by a majority and shall he final. The decision shall
inclucle directions as to remedial action if any which shall set-
tle the dispute and which shall be taken by the parties accord-
ingly. Such decision shall be given by the third Arbitrator alone
in case of withdrawal of another Arbitrartor without replace-
ment or in case of any other failure of the Arbitration to proceed
expedlitiously to final decision by reason of non- partmpatmn of

an Acbitrator a.ppomted by a Party or any other reason.” Arhi:
traticn shall be held in Stockholm, Sweden. el “1

I o
The signatories base their relations with respect to this Agree-
ment on the principles of good will and good faith. Taking ac-
coun: of their different nationalities, this Agreement shall be
given effect and shall be interpreted and applied in conformity
with principles of Law common to the A.R.E. and the United
States of America and, in the absence of such common principles.
then in conformity with the principles of law normally recognized
by civilized nations in general, including those which have been
applied by International Tribunals.
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Article XXII
STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities in respect of EGPC
and ESSO hereunder shall be several and not joint or collec-
tive, it being the express purpose and intention of the said par-
ties that their ownership of their respective percentage interests
under this Agreement shall be as tenants in common and that
this Agreement shall not be construed as constituting an assoc-
jation, corporation, mining partnership or any other kind of
partnership.

(5) ESSO shall be subject solely to the laws of the State of Dela-
ware, United States of America, regarding 1its legal status and

creaticn, organization, charter and by-laws, shareholding, ma-
nagerr.ent and ownership, and its principal office is established
in the United Stats of America. ESSO’sshares of Capital which
are ertirely held abroad shall not be negotiable 1n the A.RE.
and st.all not be offered for public subscription. ESSO shall be
exemp:t from the application of Law No. 26 of 1954 as amended.

Article XXIIT
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

(a) The ()perato‘r and its contractors shalil :

(1) Give priority to local contractors as long as their prices and
performance are comparable with International prices and
parformance. The Operator shall, however, subject to the
preceding sentence, be exempted from the provisions of
Presidential Decree No. 1868 of 1974 as amended.

(2) Givé: preference to locally manufactured materials, equip-
nrient, machinery and consumables; however, such materia)
may be imported for operations conducted hereunder if the
price of the locally manufactured material at Operator’s

stores i$ more than ten (10%) percent higher than the price
of’ the imported material at Operator’s stores.
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Article XXIV
ARABIC TEXT AND THE ORIGINAL

The Ac-abic version of this Agreement shall be referred to m
construing or interpreting this Agreement before the Courts ot
AR E.; provided, however, that in any arbitration pursuant to Article
X X1 hereabove between EGPC and ESSO the English version shall

also be usecl to construe or interpret the Agreement.

Article XXV
GENERAL

The headings to each of the Articles and Annexes of this Agree-
ment are sclely for the convenience of parties hereto and shall not
be used with respect to the interpretation or construction of said

Articles and Annexes.

Article XXV]
SICNATURE AND PRODUCTION BONUSES

ESSO shall pay to EGPC as a signature bonus the sum of five
(5) million 'J.S. Dollars (U.S. $5.000,000) on the Effective Date ot

this Agreement. EGPC shall give ESSO fourteen (14) days advance
notice of the occurrence of the Effective Date. Neither said sig-

~ nature bonus nor the production bonuses provided for below shall
be recovered or amortized by ESSO.

When total crude oil production from the Area attains the fol-
lowing average levels of production over a period of one (1)
calendar month, ESSO shall pay the following production bonuses

to EGPC :

(a) At twenty (20) thousand barrels per day, the sum of two
(2" million U.S. Dollars (U.S. $2,000,000).

(b) At forty (40) thousand barrels per day, the sum of four (4)
million U.S. Dollars (U.S. $4,000,000).

Payment to EGPC of such production bonus shall be made
within fifteen (15) days after the last day of such calendar month
during which total production from the Area first attains the average

producticn level in question.
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Article XXVII

AFPROVAL BY THE AR.E. GOVERNMENT

This Agreement shall not be binding upon the parties hereto
unless and until a law authorizing the Minister of Petroleum to sign
said Agreement and giving this Agreement full force and effect of

Law, notw: thstanding any countervailing government enactment, is
issued and published in the Official Journal of the A.R.F.

ARAB REPUBLIC OF EGYPT
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ANNEX “A”
ARE., EGPC
&

ESSO SUEZ INC.

CONCESSION AGREEMENT
IN EAST ZEIT, OFFSHORE AREA

Annx “B” is a provisional illustrative map on the scale of
1 : 100 000 including the Area covered and affected by this Agre-
ement.

This Area is bounded by a group of straight lines and it measures
approximately 63 Kms®. It is composed of all or part of twenty
seven (27) Exploration blocks each of which is one (1) minute of

Latitude by one (1) minute of Longitude.

Coordinates of the comner points of the Area are given in the
following table, which forms an integral part of this Annex “A”.

Point Lat. N Long. E Due Remarks

AL ki ish. 2 ke ————

1 >1° 537 51.18” | 33° 44’ 30.30” | South to point 2

o | 270 51 08.96” | 33° 44’ 26.23” | West to point 3

s | 270 512 12,567 | 33° 41’ 23.68” |North west to point 4
4 )7° 52’ 18.336” | 33° 40’ 26.040” | South west to point 5
5 | o7e 517 407 [33° 39 45 | South west to point 6

6 27° 50’ 45" 33° 38’ 35” North west to point/

(¢)
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Point |  Lat N Long. F Due  Remarks

7 o 27° 54/ 00" 33° 36’ 217 | North east to point 8

A - e S S T—

8§ |27°55 05" | 33°38 00" :South east to point 9

L
4
L

{
9 | 27° 58 57.77” | 33° 38’ 58.98”

East to point 10

10 27° 53’ 54.35” { 33° 41’ 49.60"" | South east to point 11

11 | 27° 5% 31.45” | 33° 42 00” | North east to point 12

12 1 27° 53 53.35” | 33° 42’ 40.75” | Fast to point 1 which
is the point of
{ . .
i beginning

|
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ANNEX G

.~ LETTER OF GUARANTY
Cairo, 10

ILTTER OF GUARANTY NO.

The Egyptian General Petroleum Corporation

Gentlemen :

The Undersigned _ - ,as Guarantor, hereby guarair-
tees to the Egyptian General petroleum Corporation (hereinafter re-
forred to as EGFPC) to the limit of $17,000 000 (Seventeen miliion)
dollars in U.S. Currrency the performance by Esso Suez Inc.  (here-
s mafter referred to as ESSO) of their obligations required for explo-
ration operations to spend a mimimum of $17,000,000 U.S. Dollars
during the one and onehalf years of the initial exploration period
under Article IV of that certain Concession Agreement (herenafter
" referred to as “the Agreement”) covering the Area for petroleum

exploration and production, by and between the Government of the
Arab Republic of Egypt (hereinafter referred to as AR.E.), EGPC

and ESSO dated —— ., 19 -

- It is understood that this’* Guaranty and thetliability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditures’of said $17,000,000 U.S. Dollarg by the amount of
meney expensed by ESSO for such exploration operation laring
each such quarter, each such reduction to be established by the jomt
written statement of EGPC and ESSO. '

Tn the event of a claim by EGPC of nonperiormance on the
part of SSO of any such obligation under Article TV of tac Aprec-
ment, there shall be no liabiity on the undersigned Guarantor fer

aymen’: to EGPC unless and until such liability has been established
by written statement by EGPC setting forth ameunt due under the

Agreem:nt.
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It is a further condition of this Letter of Guaranty that :

(1) 'The Letter of Guaranty will become etfective only provi-
ded that the Guarantor will have been mformed in writing
hy ESSO and EGPC that the Agreement between ESSO,
AR.E. and EGPC has become effective according to its
rerms and said Letter of Guaranty shail be effective as of
the Effective Date of the Agreement.

(2) Thas Letter of Guaranty, in any event, shall expire auto-
matically :

~(a) Two (2) years immediately following the Effective
Date of the Agreement, or.

'b) At such time as the total of the amounts shown on
quarterly joint statements of ESSO and EGPG equals
or exceeds the amount of said minimum exploration
expenditure obligation,

(3) Consequently, any claim 1n respect thereof should be made
to the Guarantor by such date of expiration at the latest
accompanied by a statement from EGPC that ESSO has
failed to perform its expenditure obligations referred to
in this Letter of Guaranty and setting forth the amount
of under-expenditure by ESSO.

We declare that on issuing this Guarantee we did not exceed
the limit of total Guarantees which we are entitled to issue as per
Ministry of Ecn:mn::»mjr s letter No. — - dated —— -

Please retum to us this Letter of Guaranty upon the eXpIry datc
for cancellation. -

Yours falthfully,
for the BANK

—— — aie——
p—

—

'Accountant

Manager
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ANNEX D
ACGCOUNTING PROCEDURE

Reterence Article V of this Agreement

ESSO shall maintain an Accounting System which shall include
the following major accounts and in which there shali be reflected
all costs and expenses incurred and proceeds received in connection
with operations carried out under this Agreement and ESSO’s costs
and expenses with respect to the Joint Company subject of Articie
VII of this Agreement. Conversion of expenditure and pro-
ceeds in Egyptian Pounds amounts  into U.S. Dollar currency
amounts for purpose of determinations respecting recovery of cosfs
and expenses in accordance with paragraph (a) of Article V of this
Agreement will be made at the official A.R.E. rate of exchange ge-
nerally applicable for commercial purposes

Major Accounts
(a) Exploration Expenditure Control Account.

(b)- Development and Exploitation Expenditure Control
Account. |

(¢) O peratin-g Costs and Expenses Cbntrol Account.
(d) Cost Recovery Control Account:.

ESSO shall be responsible for taking inventories at reasonable
intervals of materials, assets and completed construction projects.
- EGPC will have the right to be represented during such inventories.
Without limiting the generality of the foregoing, ESSO shall bear
and pay the following: costs and expenses which shall be classified
and recovered in accordance with Article V of this Agreement.

1. Labour Expenses

S

" All payments made or expenses incurred covering ESSOjs sala-
ries and wages of personnel directly engaged or assigned, be 1t tem-
porarily or continuously in connection with the operations ca-rned
out under this Agreement, including customary employce benetits to
the extent they are covered by ESSO’s established plans. After two
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(2) years as from the effective date EGPCG and ESSO shall endeavor
to express all actual allowances, benefits and costs covered by ESSO’s
established plans as a percentage of such personnel’s wages and sala-
ries. Such percentage shall be reviewed every two (2) years from the
date of its establishment so as to ensure that it will continue to reflect
as nearly as possible all of the said allowances, benefits and costs.
FESSO, the Joint Company and their respective contractors shai! be
exempted from the application of the now prevailing or hereatter
enacted Social Securities Laws in Egypt insofar as their overseas per-
sonnel arz concerned.

2. Genzral and Administrative Expenses.

9.1 Salaries and expenses of ESSO’s personnel in A.R.E. serving
the operations hereunder whose time is not allocated directly to
the respective projects and costs of maintaining and operating n
AR.E. a general administrative office for this operation and
necessary sub-office.

2.2 ESSO and its affiliated companies administrative overhead out-
side the A.R.E. applicable to the AR.E. Exploration operation
which will be charged each month at the rate of five (5%) per-
cent of total Exploration expenditures and at the rate of two and
one-half (214%) percent of total Exploration expenditures atter
the Joint Company comes into existence. No other direct char-
ges as such for ESSO’s and its affiliates’ administrative overhead |
outside the A.R.E. will be applied against the Exploration obli-
gation. Examples of the type of costs ESSO and its affiliates
are incurring and charging hereunder due to activities under the
Agreement and covered by said percentage are :

(1) Executive — Time of executive officers.
(2) Treasury — Financial and exchange problems.
(3) Purchasing — Procuring materials, equipment supplies.

(4) Exploration & Exploitation — Directing, advising and con-
trolling the entire project.

(5) Other departments such as legal, comptrollers and engi-
neering which contribute time, knowledge and experience
to the operation. |
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The foregoing does not preclude charging for direct service
under sub-paragraph 6.2 hereinbelow.

2.3 Operator’s personnel in A.R.E. engaged in general clerical and
office work, supervisors and officers whose time is generally spent
in the main office and not in the field, and all employees gene-
rally considered as general and administrative and not charged
to other types of expenses, will be charged to operations. Such
expenscs. shall be allocated each month among Exploration,
Development and Exploration operations according to sound
and practicable accounting methods.

3. Buildings.

~ Building costs;.,- maintenance and related costs and rents paid in
ARE. for all offices, houses, warehouses, and other type buildings,
inculding housing and recreational facilities for employces, and cost
of equipment, furniture, fixtures and supplies necessary for the opera-

tion of such huildings and facilities

4. Material and Rentals.

(a) Cost of equipment, machinery, materials, articles, supplies
.nd facilities purchased directly for the operations shall be
charged at the price paid by ESSO after deduction of all
cliscounts actually received. Price may include such costs
2is export fee, transportation charges, loading and unloading
fees and license fees associated with procurement of mate-
rials and equipment. _ .

() Cost of rentals or amount paid for the use of any equipment
and facilities necessary in carrying out the operations. -

5. Transportation.

[ransportation of any expatriate and AR.E. employees
between AR.E. and other countries necessary for the operations
under this Agreement, transporation of equipment, materials
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and supplies between the U.S.A. and A.R.L. and other coun-
tries and A.R.E. necessary for the operations under this Agrce-
ment, including cost of packaging, insurance and other related
costs

6. Services.

61 The vost of contract services, contract employees and utilities
procured from third parties.

6.2 Cost of services performed by EGPC or by Operator or their
affiliated companies in facilities inside or outside the A.R.L.

Regular, recurring, routine services, such as interpreting magne-
tic tapes and/or other analysis, shall be performed and charged

by EGPC and/or Operator or their affiliated compaiies at arn
agreed price. Major projects involving engineering and desizn
services shall be performed by EGPC and/ or ‘Operator or their
affiliated companics at a negotiated contract amoutit. Use oi

EGP s, Operator’s or their affiliated companies’ wholly owned
cquipment shall be charged at a rate commicnsurate with the
cost of ownership and operation, but not In excess of competitive

rates currently prevailing in the A.R.E. Ior Exploration, Ope-
rator’s and its affiliated companies’ rates shall not include ad-
inistrative overhead costs with the exception of allocated costs

from Esso Egypt Inc. as stipulated 1n subsequmt~sgb-paragraph
6.3. Tt is understood that the intent of this section 1s to include
all costs actually incurred and paid by ESSO relative to the
operations subject of this Agreement.

6.3 Whereas Esso Egypt Inc. (another affiliate of the Exxon Cor-
porztion) has been operating other Esso concéssions:in AR L.
and in interest of minimizing costs of personnel, equipment and
faciities may service this Esso Suez Inc. concession, such Bsso
Egypt Inc. costs, including local administrative overhead “costs,
will be allocated to the concessions of Esso Egypt Inc. and Esso
Suez Inc. in accordance with sound and practicable accounting

practices, mutually agreed npon by EGPC and ESSO.
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/. Irsurance and Claims

- Premium paid for insurance required to be carried for the ope-
rations relating to ESSO’s obligations conducted under this Agree-

ment, together with all expenditures reasonably incurred and paid
n settlement of any and all losses claims, damages, judgments, and

other expenses, including legal services not recovered from insurance
carrier.  Any proceeds of such insurance or claim collected by ESSO

shall b credited to the costs and expenses under this Agreement.

If no insurance is carried, all actual expendrtures incurred and
paid bv ESSO in settlement of any and all losses, claims, damages,

judgments and expenses, including fees relating to ESSO’s obligatiun
inder this Agreement.

8. Ccst Recovery of Assets

The cost of all assets purchased and paid by ESSO, moved to the

Area or created in ARE. for operations in the Arca shall he reco-
vered as costs and expenses at a rate of twenty five (25%) percent
per -annum in the case of exploration expenditures znd at the rate
of tweny five (25%) percent per annum in the case of development
and exploitation expenditures, b-:;:gimﬁng m the Calendar Year in
which petroleum production starts or in the Calendar Year in which
the cests are incurred, whichever is the later. Such recovery of costs
and expe=nses will be from the amount intended for recovery of costs
and expenses as provided in paragraph (a) of Article V of this
Agreement.

In espect to replacement of assets, determimation of whether
or not a replacement expenditure is capitalized or expensed currently
shall be made in accordance with generally accepted accounting
policies and practices. -

In general, the practice will be to capitalize replacement of
assets. ‘The replacement of a part of an asset which constitutes a
betterment, or increases operatng efficiency or production, or pro-
longs the life of the asset, such replacement shall be capitalized.
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9. Other Expenditures.

Any expenditure, other than expenditures which are coveresd
and dealt with by the foregoing provisions, incurred by ESSO for the

necessary and proper conduct of its obligations under this Agree-

ment, not including mterest on any monies borrowed for the opera-
tions.

STATEMENT OF COSTS AND EXPENSES AND OF COST

RECOVERY CRUDE OIL
(a) Statement

ESSO shall, pursuant to Article IV of this Agreement
render to EGPC as promptly as practicable, but not later
than forty-five (45) days after the end of the quarter
during the exploration phase or thirty (30) days after the
end of the quarter during the exploitation phase, a state-

ment for the exploration, development, and exploitation
activities showing for that quarter ;

3

()  Recoverable costs carried from the previous quarter,
if any.

(it) Recoverable costs incurred during the quarter, °
(1) Total recoverable costs for the quarter, (i) 4 (ii).
(tv) Value of Cost Recovery Crude Oil for the quarter.

(v) Amount of costs recovered for the quarter.

(v1) Amount of recoverable costs carried into the succee-
ding quarter, if any.

(vur) Excess, if any, of the value of Cost Recovery Crude
O1l over costs recovered for the quarter.

(b) Payment. | .

If such statement shows amount due EGPC in accordance
with paragraph (a) of Article V of this Agreement, pay-
ment of that amount shall be made in U.S. Dollars by
ESSO to EGPC with the rendition of such statement,
with appropriate adjustments m payment respecting the
fourth quarter of the year to reflect actual costs for the
year.



ool v iy dehl 1S L;,..b;mﬁ\.* 4 L «JL:H ‘C
ATl S ST (RPet N R B i P S AN RN} UL.,Ji
ﬂ,:,\( ) okl 508 Jol- ol L s Ao g el AP ki
5]+ ade Wy o OLIa o 0 3,04 ‘ud\f!‘ 2 42

:GM ‘ pJﬁ (l:){::- O‘.. ” iM J-—-J‘ Jf-’- l%ﬁﬂ"_‘;ﬁl f\ ':.-’Jli’“‘

1'.._,..

%

o e S s e 5ol LE &l 70k, sl (e )
2lreN e i leaota £,6 J_,..,jif)@ pt»,-c,\te,j i b

Ao e AR e RS e 0% €l T e o) e W

G }_ﬁ\ 3 S _{}}?i{.




\ \ﬂ VAA ) 4o UJJL: o L3 (CJ{J) \0 LYV ) ;:_muj“ ;'\':J'?:“

— S — nnrersiai
- iy

(¢) Audit Right

EGEC shall have a peniod of three (3) months from receipt
of a1y statement in which to audit and raise any objcc-
tion to any such stattment. EGPG and ESSO shall agree
on any required adjustment. Necessary supposting docil-
ments and accounts will be available for inspection by
EGPC during regular working hours for said threc (3)
month period. It within the time limit of the three (3)
month period provided for in this paragraph, EGPG has
not audited and advised ESSO of its objection to any such
statement, such statement shall be considered as approved.
[f within the time limit of three (3) menths EGPC has
advised ESSO of its objection to any such statement then
ESSO shall have three (3) months frem date such obiec-
tion is received to rcspond taking issue with such objec-
tion by EGP{ and, in the event ESSO does not so res-
vondd, such list of ohjecticns shall be considered accepted

by I.SSO.
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ANNEX E

THE CHARTER OF THE JOINT COMPANY
( “COMPANY” )

Article 1

CAPITAL OF THE COMPANY

The authorized capital of the “Company” is L.E. 20,000 (twenty
thousand Egyptian Pounds) divided into 5,000 (five thousand) shares

of ccmmon stock, having equal voting rights fully paid by EGPC and
ESSD in proportion uf fifty per cent (50%) of the shares for each.

EGPC and ESSO shall hold and own, throughout the life of the
“Company” one-half (1) of the capital stock of the “Company”
provided that only in the event either party transfers in whole or in
part its interest in the Agreement, may such transternng party tran-
sfer 1 stock interest in the “Company” in proportion to the transfer-

red nterest in the Agreement.

Article 2
IAWS AND EXEMPTIONS

The “Company” is subject to all laws and regulations in force in
the A.R.E. to the cxtent that such laws and regulations are not mcon-
sisterit with the provisions of this Agreement or the Charter of the
“Ciompany” provided, however, that the “Company” shall in any
case be exempted from the application of the following ;

1 TLaw No. 26 of 1954 conceming certain provisions on joint stock
companies, partncrships and limited liability on companies, as

amended.
5  Taw Nc. 141 of 1963 on Representation of Employees and

Workers on the Board of Companies.

3 Presidential Decree No. 1868 of 1974, as amended on Contracts
of Works of the Government, Public Institutions, and Semi-

rovernmental Company as amended.
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4. Lew No. 60 of 1971 on Public Institutions as amended.

5 Presidential Decree No. 48 of 1978 on the Staff Regulations of
Public Companies as amended.

Article 3
OWNERSHIP OF ASSETS AND PROPERTY,

The “Company” shall not own any right, title, interest, or estate
in or under this Agreement or in any of the equipment or other
properly obtained or used in connection therewith, and shall not be

obligatzd as a principal for the financing or performance of any ot
the duties or obligations of either EGPC or ESSO under the Agree-
ment cr the Charter of the “Company”.

Title of Assets for both EGPC and ESSO shall be in accordance
with Article VI of this Agreement.

Article 4
INCOME AND EXPENDITURES

The “Company” shall receive and disburse only the MONIcs
contributed or advanced to it by ESSO. The “Company” shall not
make any profit from any source and, therefore, will not have any

formal financial statements.

Article 5
BOOKS AND RECORDS

The “Company” will keep books and records in the Arabic and
in the English languages.
Article 6
THE ADMINISTRATION OF THE COMPANY

{.  The “Company” shall have a Board of Directors consisting of
eight members. Four members of A.R.E. nationality shall be
designated by EGPC and the other four members of U.S.A.
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nationality shall be designated by ESSO. EGPC shall - at all
tirwes-designate the Chairman of the Board, who shall aiso be
a Managing Director. The General Manager, who shall also
be a Managing Director, shall be designated by ESSO.

2. Mz:etings of the Board of Directors shall be valid if a majority
of the Directors are present. Any decision taken at such mec-
tirgs must have the affirmative vote of six (6) or more Direc-
tors, provided, however, that any Director may be represented
and vote by proxy held by another Darector.

The Board of Directors of the “Company” shall draw up
and approve the regulations covering the terms and conditions

of employment of the personnel of the “Company”. The Board
shall, in due course. draw up the By-Laws of the “Company”

and such By-Laws shall be effective upon being approved by a
General Meeting of the shareholders.

3. General Meetings of the shareholders shall be valid 1t a ma-
jority of the capital stock of the “Company” is represented the-
rect. Decisions taken at such mectings must be approved by the
2 ffirmative vote of shareholders owning or representing a ma-
jority of the shares of the “Company”.

Article 7
THE DURATION OF THE COMPANY

Tte “Company” shall come mto existence without any further
procedures within thirty (30) days after the date of Commercial

Discovery.

The duration of the “Company”” shall be equal to the duration
of this Agreement, including any extension of the term of this Agree-

ment irt accordance with paragraph (c) of Article 111 of this Agree-
ment. The “Company” shall be wound up and fiquidated if this

Agreenent is terminated for any reason as provided in this Agree-

ment.
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ANNEX T
G A S
Reference Paragraph (d) of Article V of this Agreement.

1. With respect to gas m excess of gas which in the judgment of
the Cperator 1s required for use in operations, including secou-
dary -ccovery, should ESSO and EGPC consider that the pro-
cessinz and utihization of such excess gas would be cconomical

- -
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expott £k
iuel or feedstock for petrochemical operations) and wish to
participate 1n the processmg and utithzation therect, then ESSO
shall have the nght to subm:t to EGIC a proposal for the con-
struct.on and imstallation of faciities for such processing and
ut:hzation pursuant to the principles set forth below, and the
implementation of ESSO’s proposal shall be subject to accep-
tance by IGPC and the concluston of contractual anangemernts

based thereon between EGPC and ESSO.

(a) A gas development preject would be underizi-n only to
the extent it Is econcmicaliv viable, 'fiug would regulse
a long-term gas expert preject undertaken as a jornt veniure
herween EGPC and ESSO.

(b) As the Goverument weuld have the opporiariity to review
the term of an expori gas sales agreement. taxes shail be
levied on the Lasis uf the contractual sales price.

() Royalties should be based on wellhead value with an al-
lowance for reasonable returns on pipelines, LNG facibties

z1d other handling and processing facilities.

2. In the event, however, that ESSO considers that the processing
and utilization of such excess gas is not economic, for export
outsids A.R.E. as a liquid or in a solid form (such as fuel or fe-
edstock for petrochemical operations) then EGPC may choose

to take and utilize such gas, but on the understanding that

FCPC shall not be liable for nayment to ESSQ any cests or

expenscs respecting any past operations ¢f TSSO  relatec 10
such gas.

3. Casinghead gas produced from the Area to the extent not used

in operations under this Agreement, may, unless processed or
utilized, be flared.
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