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ONCESSION  AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
FHE EGYPTIAN GENERAL PETROLEUM CORPORATION

AND
ST. JOE EGYPT EXPLORATION CORPORATION

AND
CANDEL OIL LTD.

IN
Tanka Oushore Area

This agreement made and entered on  this tweaty nnth
‘ay of June , 1981 , by and between the ARAB RIEpUBLIC
" OF EGYPT (hereinafter referred to variously as “A.R.E.” or as the
“GOVERNMENT”), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1958
as amended (heremaifter referred to as “EGPC”) and St. Joe Egypt
Exploration Corporation a company organized and existing under
‘he laws of the State of Deleware, U.S.A. ((hereinafter referred to
as “St. Joe”) and Candel Oil Ltd. a company organized and existing

under the laws of Canada (hereisafter to as “Candel), St. Joe a;ld
Candel hereinafter referred to collectively as CONTRACTOR™).

WITNESSETH

WHEREAS, all minerals including petroleum, existing mmmes
and quarries in A.R.E.. including the territorial waters, and n the
cea bed subject to its jurisdiction and extending bevond the territorial

waters, are the property of the State, and
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WHEREAS, EGPC has applied for an exclusive concession for
the exploration and exploitation of petroleum in and throughout the
area referred to in Article II, and described in Annex “A” and

shown approximately on “B” which are attached hereto and made
part hereof; and

WHEREAS, the St. Joe and Candel agree to undertake their
obligations provided hereinafter jointly and severally as a contractor

with respect to the exploration, development and production of
petroleum in said Area; and

WHEREAS. the GOVERNMENT desires hereby to grant such
CONCESSION; and

WHERFEAS, the Minister of Petroleum pursuant to the provis-
tons of Law No. 86 of 1956, may enter into concession agreement

with EGPC and with the St. Joe Candel.

as a contractor, for petroleum operations in the Area hereinafter
referred to.

NOW. Therefore, the parties hereto agree as follows :

ARTICLE 1

DEFINITIONS

fa) “Fxploration” shall include such geological, geophysical, aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum
or the appraisal of Petroleum discoveries and other related holes
and wells, and the purchase or acquisition of such supplies, ma-
terials and equipment therefore. all as may be contained in the
approved Work Programs and Budgets. The verb “explore”
means the act of conducting exploration.
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(b) “Development” shall include, but not be limited to, all the
operations and activities pursuant to approved Work Programs
and Budgets under this Agreement with respect to;

(1) the driling, plugging, deepening, side tracking redriliing,
completing, equipping of development wells, the changing
of the status of a well from oil well to water well and vice

versa and

(ii) design; engineering, construction, installation, servicing and
maintenance of equipment, lines, systems, facilities, plants
and related operations to produce and operate said develo-
pment wells, taking, saving, treating, handling, storing,
flaring, transporting and delivering petroleum repressuring,
recycling and other secondary recovery pro jects, and

(iii) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and

).

(¢)  “Petroleum’” means liquid crude oil of various densities, asphalt.
oas, casinghead gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and saved
tom the area under this Agreement, and all substances that

may be extracted therefrom.

ld) “Liquid Crude Oil” or “Crude Oil” or “Oil” means any hydro-
carbon produced from the Area which is in a liquid state at
the wellhead or lease separators or which is extracted from the,

gas or casinghead gas in a plant. Such term includes distillate

and condensate.
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(¢) “Gas” is natural gas both associated and non-associated, and
all of its constituent elements produced from any well in the
Area and all nonhydrocarbon substances therein, Said term
shall include residual gas.

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

liquid measure, corrected to a temperature of sixty degrees (60)
Fahrenheit,

() “Commercial Well” means the first well in any geological
featurc which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event i accor-
dance with sound and accepted industry production practices,
and verified by EGPC, is found to be capable of producing at
the average rate of not less than Fifteen hundred (1,500) barvels
of oil per day (BOPD). The date of discovery of a “Commes-
cial Well” is the date on which such well is cempleted and |
tested according to the above.

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

(1) “Effective Date” means the date on which the text of this

agreement is signed by the GOVERNMENT, EGPC anc
CONTRACTOR, after the relevant law 1s issued.

(i) “Year” or “Calendar Year” means a period of twelve (12)

months according to the Gregorian Galendar.

(k) “Financial Year” means Financial year according to the Laws
and regulation of the A.R.E.

() “Tax Year” means the period of twelve (12) months according

to the Laws and regulation of the AR.E.
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(m) An “Affiliated Gompany” means a company :

(i) The share capital, confernng a majority cf votes at stock-
holders meetings of such company, of which 1s owned dir-
ectly or indirectly by a party hereto;

(i) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’s meeting ot

a party hereto; or

(iii) Whose share capital conferring a majority cf votes at
stockholders’ meetings of such company and the share
capital conferring a majority of votes of stockholders’ mee-
tings of a party hereto are owned directly or indirectly by

the same company.

m) Exploration Block shall mecan an area, the corner points of which
have to be coincident with 37 X 3’ latitude and longitude
divisions according to the International Grid System where
possible or with the existing boundaries of The Area covered

by this Concession Agreement as set out in Annex “A”.

(0) Development Block shall mean an area, the corner points O
which have to be coincident with 17 X 1’ latitude and longitud
divisions according to the International Grid System where pos
«ible or with the existing boundaries of The Area covered b
this Concession Agreement as set out in Annex “A”. |

‘p) Development Lease (s) all or part of Development Block ¢
Blocks covering the geological structure capable of productio
the corner points of which have to be coincident with 17 X
latitude and longitude divisions according to the Internation
Grid System where possible or with the existing boundaries
the Area covered by this Concession Agreement as set out

Annex “A”.
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ARTICLE II
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and affected ny
this Agreement, hereinafter referred to as “The Area”

Annex “B” is a provisional illustrative map on the scale of

12 250,000. indicating the Area covered and affected by this Agrce.
ment and described in Annex “A”

Annex “C” is the form of a Letter of Guaranty to be issucd by
the National Bank of Egypt, Cairo, Egypt, and to be submitted by
CONTRACTOR czie day before the time of signature by the Minis-
ter of Petroieum of this Agreement, for the sum of seven and half
(7.5) million U.S. dollars guaranicemng the execution of CONTRA(-
TOR’s minimum exploration obligations hereunder for the first Two
(2) year exploration period. Such guaranty shall remain effective
for six (6) months after the end of the said Two (2) year period

except as it may be released prior to that time in accordance with
the terms thereof.

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

Annex “E” is the Accounting Procedure.

Annexes “A” “B”, “C”, “D” and “E” to this Agreement are

hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.

ARTICLE II1
GRANT OF RICHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRAC-
TOR subject to the terms, covenants and conditions set out in this

Agreement, which insofar as they are contrary to or inconsistent with
any provisions of Law No. 66 of 1953, as amended, shall have the

force of Law, an exclusive concession in and to the Area described
in Annexes “A” and “B»,
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The GOVERNMENT shall own and be entitled, as hecemalter
provided to a royalty in cash or n kind of Ten (10) percent of
the total quantity of petroleum produced and saved {from the
Area during the development period including renewal. Saic
royalty shall be borne and paid by LGPC and shall not be the
obligation of the CONTRACTOR. The payment of :oyaltics
by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR.

An initial exploration period of Two (2) years shall start {rom
the Effective Date. Two (2) successive extentions to the initial
exploration period of one (1) yvear each shall be granted to
CONTRACTOR at 1ts option upon thirty days prior written
notice to EGPC and subject only to its having fulfilled its obli-
gations hereunder for the preceeding period. The Agreement
shall be terminated if no Commercial Discovery is established
by the end of the fourth (4th) year of the exploration period.
However, such period may be extended at CONTRACTOR’s .
option for up to six months to enable the completion of drilling
and testmg of any well actually drilling or testing at the end
of the fourth (4th vear exploration period, but shall not exceed
this period by more than six menths. The Election by EGPC
to undertake a sole risk venture under paragraph (c¢) immediately
hereafter shall not extend the exploration period nor affect the
termmnation of the Agreement as to CONTRACTOR.

“Commercial Discovery” :  After discovery of a cornmercial
Well, CONTRACTOR shall undertake, as part of ite Explora-

tion program the appraisal of the discovery by drilling one or

more additional wells, to determine whether such discovery is
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worthy of bemng developed commercially taking imto connide-
ration the recoverable reserves, production,pipeline and tcrmi-
nalfacilities required, estimated crude oj] prices, and all ~ther re-
relevant technical and economic factors,

A Commercial Discovery may consist of one procucing
reservoir or a group of producing reservoirs which after app-
raisal is worthy of being developed commercially, CONTRA(-
TOR shall give notice of 2 Commercial Discovery to EGPC
immediately after the discovery is considered by CONTRAC-
T'OR to be worthv of commercial development but in any event
not later than the completion of the second “exploration” app-
raisal well, or twelve (12) months following the date of the
discovery of the Commercial Well whichever is earlier : except
the GONTRACTOR shall also have the right to give such
notice of Commercial Discovery with respect to any reservoir
or reservours cven if the well or wells thereon are not
“Commercial” within the definition of “Commercial Well” 1f,
m 1ts opinion.a reservoir or a group of reservoirs considered col-
lectively could be worthy of development.

Following receipt of such notice EGPC and CONTRAC-
T'OR shall mect and review all appropriate data with a view
to mutually agreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the
date EGPC and CONTRACTOR mutually agree that a Com-

mercial Discovery exists.

If Crude O1il is discovered but is not deemed by CON-
TRACTOR to be a Commercial Discovery under the above
provisions of this paragraph (c), EGPC shall, one (1) year after
the expiration of the period specified above within which CON-
TRACTOR can give notice of Commercial Discovery, or
eichteen (18) months after the completion of a well not
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considered a “Commercial Well” have the right, following
sixty (60) davs notice in writing to CONTRACTOR, at 1ts sole
cost, risk and expense, to develop, produce and dispose of all
Crude Oil from the geological feature on which the well has
been drilled. Said notice shall state the specific area covering
said geological feature to be develeped, the wells to be drilled,
the prcduction facilities to be instailed and EGPC’s estimated
cost thereof, Within thirty (30) days after receipt of said notice
CONTRACTOR may. in writing, elect to develop such area
as provided for in the case of Commercial Discovery hereunder.
In such event all terms of this Agreement shall continue to apply
to the specified area.

If CONTRACTOR elects not to develop such area, the
specific area covering said geological feature shall be set aside
for sole risk operations by EGPC, EGPC shall be entitled to
perform, or in the event Operating Companv referred to in
Article VI has come into existence, to have Operating
Company perform such operations for it at EGPC’s sole
cost, risk and expense. 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 cost
it has incurred in carrying out the sole risk operations, CON-
TRACTOR shall have the option, only in the event
there has been a separate Commercial Discovery, to share
in further development and production of that specific area
upon paying EGPC one hundred (100) percent of such costs
incurred by EGPC. Such one hundred (100) percent payment
shall be recovered by CONTRACTOR from Cost Recovery
Crude Oil in the normal manner for the recovery of expenses
under Article VIT (a). Tmmediately following such payment the
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specific area shall either (i) revert to the status of an
ordinary development lease under this Agreement and thereafter
shall be operated in accordance with the terms hereof; or (i)
alternatively, in the event that at such time EGPG or its affilia-
ted company is conducting all development operations in the
area at its sole expense and EGPC elects to continue operating,
the area shall remain set aside and CONTRACTOR shall only
be entitled to its production sharing percentage of the Crude
Oil as specified in Article VII (b) below. The sole risk Crude
Oil shall be valued in the manner provided in Paragraph (c)
of Article VII. In the event of any termination of this Agree-
ment under the provisions of paragraph (b) above this Agree-
ment shall, however, continue to apply to EGPC’s operation of
any sole risk venture hereunder, although such Agreement shall
have been terminated with respect to GONTRAGTOR pur-

suant to the provisions of said paragraph (b) above.

The development period shall be  twenty (20) years from.
the date of the first Commercial Discovery. This peroid may
be renewed for an additional period of five (5) years at the
option of CONTRACTOR upen six (6} months prior written
notice to EGPC. Following Commercial Discovery the ex-
tent of the whole area capable of production to be covered by
development lease or leases shall be mutually agreed upon by
EGPC and CONTRACTOR and be subject to the approval of

the Minister of Petroleurn. Such area shall then be converted
automatically into a development lease or leases without the
isuance of any additional legal instrument or permission.

Development operations thereafter shall be started promptly-
by Operating Company and be conducted in accordance with
good o1l field practices and accepted petroleum engineering pria-
ciples, uuntil the field is considered to be fully developed. In the
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event no commerclal production of Petroleum in regular ship-
ments 1s establhished m any Development Block of the Develop-

ment lease within three (3) years from the date of the approval
of the Minister of Petroleum referred to hereinabove such a
Development Block shall immediately be surrendered.

(¢) CONTRACTOR shall bear and pav all the costs and expen-
ses required m carrying out all the operations under this Agree-
ment but such costs and expenses shall not include any interest
on mvestment, and CONTRACTOR shall 1ook only to the Pet-
roleum to which it 1s enfitled under ¢hius Agreement to recover
such costs and expenses.  Such costs and expenses shall be reco-
verable as provided in Article VII. During the term of this Agree-
ment and 1its renewal, the total production achieved in the con-
duct of such operations shall be divided between BEGPC and

CONTRACTOR 1n accordance with the provision of Article
VII.

(fy 1. CONTRACTOR shall be subject to the laws in force in
the AR.E: and the political subdivisions thereof, which

impose taxes on or are measured by income or profits, in-
cluding those laws imposing the commercial and industrial
profits tax, municipal tax, defense tax and national security
tax on income and dividends paid with respect to sharehol-
ders (hereinafter referred to as “A.R.E: Income Taxes™),
and except as otherwise provided in the Agreement, shall
comply with the requirements of such laws with respect to
the filing of returns, the assessment of tax, and the keeping

for review by authorised persons of books and records.

Any AR.E: Income Taxes as described above which
may be levied against CONTRACTOR’s sharcholders as

a result of CONTRACTOR’s activities under this Agree-
ment shall be the responsibility of EGPC.
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It is expressly agreed and acknowledged thai EGPC's
share of the volume of crude oil as determined under Article
VII includes a volume of crude oil to meet the CONTRA.
CTOR’s A.R.E. Income Taxes as described above in this
paragraph (f) (1). EGPC agrees that proceeds from such
crude oil volumes will be used to meet CONTRACTOR’s
Income Tax liability in A R.E: as and when due:

2.  For purposes of applying paragraph (f) (1) of this Article, the
total taxable income of CONTRACTOR in respect of any
Tax Year shall be an amount calculated as follows :

(1) The total of the sums received by CONTRACTOR
from the sale or other disposition of all Crude O1l ac-
quired by CONTRACTOR pursuant to Article VII,

paragraphs (a) and (b);

LEDSS.

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

(b) The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude O1l

taken and separately disposed of by CONTRAC-
TOR pursuant to Artictle VII, paragraph (a) (2);

PLUS
(ii) An amount equal to CONTRACTOR’s A.R.I: 1n—

- come Taxes.

1

3. EGPQC shall assume, pay and discharge, on behalf of GON-:

TRACTOR, CONTRACTOR’S AR .E: Income Taxes out
of the sums received by EGPC from the sale or other dis-

position of its share of the Grude Oil.
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$.  EGPC shall furnish to CONTRACTOR the proper official
receipt evidencing the payment of CONTRACTOR's

AR .E: Income Taxes, within sixty {60) days following the
receipt by EGPC of CONTRACTOR tax declaration for

the preceding Tax Year. Such receipts shall be ssued by
the rroper Tax Authcrities and shall state the amount and
othes particulars customary for such receipts.

In calculating its A.R.E. Income Taxes. EGPGC shall be entitled
> deduct royaliies paid by EGEFT) "5 the GOVERNMENT and

the AR.E: Income Taxes of CIONTRACTOR paid by EGPC

u CONTRACTORs behalf.

ARTICLE 1V

WORK PROGRAMN AND EXPENDITURES DURING
EXPLORATION PERIOD

CONTT. * CTOR shall commence exploration operatitms here-
under not later than six (6) months after the Effective Date.

Not later than the end of the Fifteenth (15th) month after the
Fffective Date, CONTRACTOR shall start exploration drilling
‘n the Area, with a commitment of drilling three (3} wells

~.uring the initial exploration period. EGPGC shall make avai-
‘able for contractor’s use all seismic, wells and other exploration
data in EGPC’s possession with respect to the Area. '

The initial exploration period shall be two (2) years. CGON-
TRACTOR may extend this exploration period for two (2)
additional periods of one (1) year each respectively in accor-

dance with Article TII b, each upon a thirty (30) days prior
written notice to BEGPC subject to its expenditure of its mim-

o exploration obliganions for the then current period.
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CONTRACTOR shall spend a minimum of seven and halt
(7.5) million US Dollars on exploration operations and activities
related thereto during the initial two (2) year exploration period,
including drilling of three (3) wells. For the first one (1) year
period that CONTRACTOR elects to extend beyond the mitial
exploration period CONTRACTOR shall spend a minunum of
seven and half (7.5) million US Dollars and for the seconl one
(1) year extension period, CONTRACTOR shall spend a mini-
mum of Eight (8) million U.S. Dollars ; each of such extensions
shall also include the drilling of one (1) well.

Should CONTRACTOR spend more than the minunun
amount required to be expended during the initial two {2) year
exploration period or during any period there after, the excess
may be subtracted from the minimum amount of money required
to be expended by CONTRACTOR during any succeeding
exploration period or periods, as the case may be.

In case CONTRACTOR surrenders its exploraiicn obli-
gations in this Agreement as set forth above befcre or at the end
of the second (2nd) year of the initial period, having c¢xpended
less than the total sum of scven and half (7.5) million US Dollars
on exploration or in the event at the end of the second(2ndj)
year CONTRACTOR has expended less than said sum in the
Area, an amount equal to the difference between the said seven
and half (7.5) million US Dollars and the amount actualily spent
on exploration activities shall be paid by CONTRACTORX to
EGPC at the time of surrendering or within three (3) months
from the end of year of the initial exploration period, as the
case may be. Any expenditure deficiency by CONTRACTOR

~t the end of any additional period for the reasons above-noted
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shall similarly, result in a payment by CONTRACTOR to
EGPC of such deticiency. Provided this Agreement 1s still
force as to CONTRACTOR, CONTRACTOR shall be entit-

led to recover any such payments as exploration expenditure in
 the manner provided for under Article VII in the cvent ot
commercial production.

Without prejudice to Article 111 (b}, in case no Commercial
Discovery is established by the end of the fourth {4th) year, or in
case CONTRACTOR surrenders its exploration obligations
under this Agreement prior to such time, EGPG shall not bear

any of aforesaid expenses spent by CONTRACTOR.

(¢) At least four (4) months prior to the beginnmg of earh Minan-

cial year or at such other times as may mutually be agreed to
by EGPC and CONTRACTOR, CONTRACGTOR shall pre-

pare an Exploration Work Program and Budget for the Area
setting forth the exploration operations which CONTRACTTOR

proposes to carry out during the ensuing year. During the ex-
ploration period, such Work Programn and Budget shall be at

least sufficient to satisfy CONTRACTOR’s minimum expen-
diture obligations for the period it covers, taking into account

any credits for excess expenditures by CONTRACGTOR m
prior exploration period.

The Exploration Work Program and Budget shall he re-
viewed by a joint committee to be established hy EGPC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploration
Advisory Committee”, shall consist of six (6) members, three
(3) of whom shall be appointed by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory Committee
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shall review and give such advice as it deems appropriate with
respect to the proposed Work Program and Budget. Following
review by the Exploration Advisory Committee, CON1RAC-
TOR shall make such revisions as CONTRACTOR deems
appropriate and submit the Exploration Work Program and

Budget to EGPC for its approval. Following such approval, it
1s further agreed that :

(i) CONTRACTOR shall not substantially revise or modify

said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC;

ii) In the event of emergencies involving danger of loss of
lives or propertyy, CONTRACTOR may expend such
additional unbudgeted amounts as may be required
alleviate such danger. Such expenditure shall be considered
in all respects as exploration expenditure and shall be reco-
vered pursuant to the provisions of Article VII lLicrcot.

CONTRACTOR shall advance all necessary funds for ail

materials, equipment, supplies, personnel admunistration and
operations, pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and in consistence with
good industry practices.

Except as is appropriate for the processing of data, labora-
tory specialized engineering and development studies thereon, to
be made in specialised centers outside AR.E., all geological
and geophysical studies as well as any other studies relatec to
the performance of this Agreement, shall be made 1n the A.R.E.
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CONTRACTOR shall entrust the management of exploration
operations in the A.R.E. to its technically competent General
Manager and Deputy General Manager. The names of such
Manager and Deputy General Manager shall, upon appomtment,
be forthwith notified to the GOVERNMENT and to EGPC.

The General Manager and, in his absence, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient

powers to carry out immediately all lawful written directions
given to them by the GOVERNMENT or its representative
under the terms of this Agreement.  All lawful regulations issusd
or hereafter to be issued which are applicable hereunder and
not in conflict with this Agreement shall apply to GONTRAC-

TOR.

CONTRACTOR shall supply EGPC, within thirty (30) days
fom the end of each calendar quarter, with a Statement of
Exploration Activity showing costs incurred by CONTRACTOR

during such quarter. CONTRACTOR’s records and necessary
supparting documents shall be available for inspection by EGPC
at any time during regular working hours for three (3) months

from the date of receiving each Statement.

" Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR in writing it

it considers :
(i) that the record of costs is not correct ;

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

(iii) that the condition of the materials furnished by CON-
TRACTOR does not tally with their prices; Or

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

operations.
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CONTRACTOR shall confer with EGPC in connection
with the problems thus presented, and parties shall attempt
to reach a settlement which is mutually satisfactory. If
within the time limit of the three (3) months period pro-
vided for in this paragraph, EGPC has not advised CON-
TRACTOR of its objection to any statement such statement
shall be considered as approved.

If within the time limit of three (3) months EGPC has ad-

vised contractor of its objections to any statement then contrac-
tor shall confer with EGPC in connection with the problem thus
presented and the parties shall attempt to reach a final settle-

ment thereto.

'z}  GONTRACTOR shall supply all funds necessary for its opera-
tions in A.R.E: under this Agreement in freely convertible cur-
rency from abroad. CONTRACTOR shall have the right to
buy Egyptian currency whenever required and the conversion
shall be made at the local banks in the A.R.E: according to the
Official A.R.E. Rate of Exchange.

'h) CONTRACTOR may from time to time request E.G.P.C. to
advance to CONTRACTOR certain specified amounts of
Egyptian Currency which CONTRACTOR has determined is
required in the operations under the Concession Agree-
ment. Upon such request EGPC shall advance to CON-
TRACTOR the specified amount of FEgyptian Currency
requested and CONTRACTOR then immediately shall deposit
in an E.G.P.C. account abroad with a correspondent bank of the
National Bank of Egypt, Cairo, an equivalent amount of U.S.
Dollars at the official A.R.E. Rate of Exchange, Withdrawals
from said account shall be used for financing E.G.P.C.’s and
its affiliates foreign currency requirements in accordance with

their approved hudgets.
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ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY :

At the end of the second (2nd) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT a
total of twenty (20) percent in Exploration Blocks of the original Area
not then converted to a development lease or leases.

At the end of the third (3rd) year after the Effective Date here-

of, CONTRACTOR shall relinquish an additional thirty (30} per-
cent in Exploration Blocks of the nriginal Area not then converted to

a development Jease or leases.
Without prejudice to Article III and XXI, at the end of the
tourth (4th) exploration period, CONTRACTOR shall relinquish the

remainder of the original Area not then converted to a development
lease or leases.

VOLUNTARY :

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

Any relinquishments hereunder shall be credited toward the man-
datory provisions of the above paragraph.

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter, ex-

cept for the relinquishment provided for above at the end of the total
exploration period.
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ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be called
TANKA Petroleum Company hereinafter referred to as TAN-
PETCO or as Operating Company. perating Company:
shall be subject to the laws and regulations in force in the
AR.E. to the extent that such laws and regulations in force
in the A.R.E. to the extent that such laws and regulations
are not inconsistent with the provisions of this Agreement or the,
charter of TANPETCO. |

However, TANPETCO shall, for the purpose of this Agree-.
ment, be exempted from the following laws and regulations:
as now or hereafter amended or substituted : '

— Law No. 26 of 1954 concerning certain provisions on joint #
stock companies, partnership and limited liability companies
as amended; !

— Law No. 141 of 1963 on the formation of beard of directors
at private companies, societies and corporations, and on the
manner of workers representatior. thereon.

—  Law No. 60 of 1971 on Public Institutions and Public Sector
Units; |

. Law No. 97 of 1976 organising dealings 1n foreign cur en-
cies ;

— Law No. 48 of 1978 ori the staff Regulations of Public Com-
panies;

—  Presidential Decree No. 1868 of 1974 restric(}ing some (_:Gﬂ;
tracts of Works of the Government to Public Tustitutioi

and Corporation and Public Sector Units.
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(b The Charter of TANPETCO is hereto attached as Annex
“1y*,  Within thirty (30) days after the date of Commercial
Discovery, the Charter shall take effect and Operating
Company shall automatically come into existence, without any
further procedures.

(¢) Ninety (90) days after the date Operating Company comes mto
existence in accordance with paragraph (b) above, 1t shall pre-
pare a development Work Program and Budget for the remainder
of the year in which the Commercial Discovery is made; and not
later than Four (4) months before the end of the current Finan-

cial Year (or such other date as may be agreed upon) and Four
(4) months preceding the commencement of each succeeding Fi-
nancial Year thereafter Operating Company shall prepare an-
nual Production Schedule, Work Program and Budget for
the succeeding Financial Year. The Production Schedule.,
Work Program and Budget shall be subrnitted to the Board of
Directors for approval and to be finally approved by I GPC.

(d} Not later than the twentieth (20th) day of each month Opera-
ting Company shall furnish to CONTRACTOR a written esti-

mate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed In

US Dollars having regard to the approved budget. Such esti-
mate shall take into consideration any cash expected to be on

hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent bank designated in paragraph (€) be-
low on the first day and fifteenth day respectively, Of the next

following business day, if such day 1s not a business day
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(¢) Operating Company is authorized to keep at its own disposal-
abroad in an account opened with a corresponcaent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall
be used for payment for goods and services acquired abroad and
for transferring to a local bank in the ARE. the required
amount to meet expenditures in Egyptian Pounds, for Operating
Company in connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
control autherities in the A.R.E. a statement, duly certitied by
a recognised fiim of auditors. showing the funds cresiited to
that account, the disbursements made out of that account and
the balance outstanding at the end of the year.

‘) If and for as long during the peried ol production Operations
there exists an excess capacity in facilities which cannot during

the period ofi such excess be used by the Operating C:ompany,
the Contractor will consult with EGPC to find a mutuallv

agreed formula whereby EGPC may use the excess capacity it
it so eesires without any unreasonable Financial or Operational
disadvantage to The Contractor.

ARTICLE V11

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

'Y 1. QCost Recovery Crude Ol :

LT
Subjeet to the auditing provision mader this Agreement,
CONTRACTOR shall recover all costs and experses in

respect of all the cxploration, development and related
operations under this Agreement to the extent and out of
forty (40) percemt per appum of all Crude O1l produced
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and saved from all development leases within the Area
hereunder and not used in petroleum operations. Such
Crude Oil is hereinafter referred to as “Cost Recovery

Crude O1l’.

For all Exploration, Development and Production here-
under, such costs and expenses shall be recovered irom

Cost Recovery Crude OQil in the following manner :

i) All Operating Expenses, incurred atter initial Com-

(2)

(111)

mercial Production, which for the purposcs of this
Agrecement shall mean the date on which the first
regular shipment is made. shall be recoverable either
in the Tax Year in which such costs and expenses are
incurred and paid or the Tax Ycar in which miaal
Clommercial Production occurs, whichever is later

date.

Exploration Expenditures including those accumula-
ted prior to the commencement of initial Commercial

Production, which for the purposes of this Agree-

ment shall mean the date on which the first reguiar
shipment is made, shall be recoverable at the rate of
twenty (20) percent per annum starting either in the
Tax Year jn which such expenditures are incurred
and paid or the Tax Year in which initial Commercial
Production commences, whichever is later date.

Development Expenditures, includimg those accumus-
Jated prior to the commencement of initial Commer-
cial Production shall be recoverable at the rate of
twenty (20) percent per annum starting in the Tax
Year, in which such expenditures are incnrred and
paid or the Tax Year in which initial Commercial
Production commences, whichever is the later date.
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(i) To the extent that, in a Tax Year, costs, expenses or
expenditures recoverable pei paragraphs (1) (i1) and
(ili) preceeding exceed the value of all Cost Recovery
Crude Oil for such Tax Year, the excess shall be
carried forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but in no

case after the termination of the Agreement, as to

CONTRACTOR.

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

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

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

of operating expenses.

3.  “Operating Expenses” shall mean all costs, ex-
penses and expenditures made after imtial com-

mercial Production, which costs, expeénses and
expenditures are not normally depreciabile.

However, operating expenses shall include work
over repair and maintenance of assets but shail
not include any of the following : side tracking,

redrilling and changing of the status of a weli
from oil well to water well and vice versa. Yep-

lacement of assets or a part of an assel, maior
overhauling that extends the life of the asset.
additions. improvement and renewals.
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(v1) It is understood and agreed upon that the recovery of
~ costs and expenses as based upon the rates referred
above shall be allocated to each quarter proportion-
ately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one
quarter, as thus allocated, shall be carried forward for
recovery in the next quarter.

2. GONTRACTOR shall each year take and scparately clis-
pose of all Cost Recovery Crude Qil produced, except as
provided in sub paragraph (a} (3) below of this Article
VII, plus its share of the balance of the Crude Oil as
stipulated in paragraph (b) below of this Article VIT. To
the extent that the value of the Cost Recovery Crude Oil
(as determined in sub-paragraph (c) below) exceeds the
actual recoverable costs and expenditures, including any
carry tforward from paragraph (a) (1) (iv) above, to be re-
covered in that year, the value of such excess Clost Recovery
Crude Oil actually taken and separately disposed of by
CONTRACTOR  shall be paid by CONTRACTOR to
EGPC in the manner set forth in Article IV of the Acco-
unting Procedure contained in Annex “E” and CONT.-
RACTOR shall be deemed to have purchased such excess
Cost Recovery Crude Oil.

3. Ninety (90) days prior to the commencement of cach year
EGPC shall be entitled to elect by notice in writing to

CONTRACTOR to take delivery in kind, F.O.B. export
terminal or other agreed delivery point, of up to 50 percent
ot any cxcess Cost Recovery Crude Oil for that year, and

thereby reduce the amount to be purchased by CONT-
RACGTOR in the samc percentage amount.
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(b) Production Sharing :

T'he remaining sixty (60) percent of the Crude Oil shall be
taken and disposed of separately by EGPC and CONTRACTOR

according to the following incremental scale -

Crude oil produced and saved | EGPC Share . CONTRACTOR
under this Agreement and not | A Share ¥
used in Petroleum operations |

barrels per day.

e TN

[l —

With respect to the production- | Fighty two (82) Eighteen (18) percen«

segment from 0 to 25,000 BOPD percent
(Quarterly average)

R _.__—l-._.“'——-\.'-\--u-._ [

With respect to the production | Eightyfive (85) . Fifteen (15) percent
segment over 25,000 to 50,000 percent |
BOPD (Quarterly average) -

With respect to the production | Eightvy Eight (88) Twelve (12) perceat
segment over 50.000 BOPD | peicent ;.
(Quarterly average) j

(¢) 1. It is the intent of the Parties that the value of the Cost
Recovery Crude OQil shall reflect the prevailling market
price for Crude Oil. For the purpose of evaluating the
prevailing market value of the quantity of Cost Recovery
Crude Oil to which CONTRACTOR is entitled hereun-
der during each calendar semester, the weighted average
price realized for ccmparable quantities on comparahle
credit terms in freely convertible currency from F.O.B.
point of export sales to non-affiljated companies during
such semester at armslength by either EGPC or CONT-
RACTOR under all Crude Qil sales contracts currently
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n etfect, but excluding crude oil spot sales not consisten
with prevailing market prices for similar Crude Qil an
also excluding Crude Oil sales contracts involving barte:
whichever is higher, shall be used. It is understood ths

in the case of C.LF. sales, appropriate deductions shall b

made for transport and insurance charges to calculate th
F.O.B. point of export price ; and always taking int
account the appropriate adjustment for quality of crud

oil, freight advantage or disadvantage of port of loadin,
and other appropriate adjustments. Neverthless, 1if CONT
RACTOR considers the value of the Cost Recovery Crude
O1l so determined not to reflect the market Conditions pré
valling during the calendar semester, CONTRACTOR an
EGPC shall meet and mutnally agree upon the price '

2. It during any calendar scmester there are no such sales b

FEGPC or CONTRACTOR under Crude Oil sales cor
tracts currently in effect, EGPC and CONTRACTOR cha
meet and mutually agree upon the price of Crude Oil to L
nsed in determining the value mentioned in sub-paragrap -
(c) (1) above, Pending such mutual agreement the pric

used shall be the last price determined pursuant to sul
paragraph (c) (1) or under this sub-paragraph (c) (2} whic]
ever is later, and appropriate adjustment will be made th
reto after determination of a mutually agreed price &

EGPC and CONTRACTOR. :

(d) Operating Company shall prepare ( not less than nminety (91

days

prior to the beginning of each calendar semester followir

regular production ) and furnish in writing to CON1 RACTO@
and FGPC a forecast setting out the total quantity of petr:

leum

and
acCCo

that Operating Company estimates can be produced, sav¢
ansported hereunder during such calendar semester
ance with good oil industry practices. Operating Gempas

-
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shall endeavour to produce each calendar semester the forecast
quantity. The Crude O shall be run to storage tanks construct-
ed, maintained and operated according to Government Regula-
uons, by Uperating Company in which said Crude Oil shall be
metered or otherwise measured for royalty, and the other
purposes required by this Agreement.

{e) GONTRACTOR shall have the right and the obligation to sepa-
rately take and dispose of currently all of the Grude Ol to which
it 1s entitled as is determined 1n accordance with sub-paragraphs
(a) and (b) of this Article. Subject to payment of sums due

EGPC under Articles VII (a) (2) and IX, CONTRACTOR
shall have the right to retain abroad all funds acquired by it
abroad including the proceeds from the sale of its share of Crude

Oil exported.

{f) At a reasonable time prior to the commencement of Commer-
cial Production EGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker liftings frewn the

agreed upon point of export.

ARTICLE V1l

TITLE TO ASSETS

{a) EGPC shall become the owner of all assets acquired and owned
by CONTRACTAOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accurdance

with the following :

t. Land shall hecome the property of EGPC as soon as it 1s
purchased.

9 Title to fixed and movable assets shall be transferred auto-
matically from CONTRACTOR to EGPC as they become

subject to recovery in accordance with the provisions of
Article VII; however, the full title to fixed and movable
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assets shall be transferred automatically from CONTRAC-
TOR to EGPC at the end of the year when its total cost has
been recovered by CONTRACTOR in accordance with
the provisions of Article V1I, or at the time of termination
of the Agreement, whichever first occurs.

The Book Value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC

or by Operating Company to EGPC and Contractor within
thirty (30) days of the end of each quarter.

(6) During the term of this Agrecment and the renewai period

CONTRACTOR and Operating Company are entitled to the
full use of all fixed and movable assets in connection with opera-

tions hereunder in (1) the Area and (2) any other area approved
by EGPC and CONTRACTOR and proper accounting adjust-
ment shall be made. CONTRACTOR and EGPC shall not dis-

pose of the same except with agreement of the other.

(¢) GONTRACTOR may freely import into A.R.E., use therein
and freely export at the end of such use machinery and equip-

ment which it either rents or leases in accordance with good

industry practices.

ARTICLE IX

BONURSES

(a) (i) CONTRACTOR shall pay to EGPC as a Signature Bonus
the sum of two (2) million U.S. Dollars on the Effective

Date.

(ii) CONTRACTOR shall also pay to EGPC as a Signature
Bonus the sum of one (1) million U.S. Dollars on the first

day of the first (1st) extension period.
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(1) CONTRACTOR shall also.pay to EEGPC as a Signature
Bonus the sum of one (1) million U.S. Dollars on the first
day of the second (2nd) extension. period.

CONTRACTOR shall pay to EGPC :

the sum of two (2) million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
of fitty thousand (50,000) barrels per day for a period of thirty
(30) consecutive producing days. Payment will be made within
fifteen (15) days thereafter.

CONTRACTOR shall also pay to EGPC the additional sum of

four (4) million U.S. Dellars as a Production Bonus when
the total average daily production first reaches the rate of one
hundred thousand (100,C00) barrels per cay fcr a period of thirty
(30) consecutive producing days. Payment will be made within
fifteen (15) days thereafter.

CONTRACTOR shall alsh pay to EGPC the additional sunm of
six (6) million U.S. Dollars as a Prodnction Bonus when the
total average daily production first reaches the rate of one hun-
dred and fifty thousand (150,000) barrels per day for a period of
thirty (30) consecutive producing days. Payment will be made
within fifteen (15) days thereafter.

Both aforesaid Slgnamre and Production Bonuses shall M no
event be recovered ncr amortized by CONTRACTOR. +

. | N
In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Articte 111 (c) herein-
above, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRACTOR
exercises its option to share in such production, and only from
the initial date of sharing. |
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ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at which

notices shall be validly served.

The |General Manager and Deputy General Manager shall be
entrusted| by CONTRACTOR with sufficient power to carry out
immediately all local written directions given to him by the GOVE-
RNMENT or its representatives under the terms of this Agreement.
All lawful regulations issued or hereafter to be issued which are appli-
cable hereunder and not in conflict with this Agreement shatl apply
to the duties and activitics of the General Manager and Deputv (ene-
ral Manager.

All matters and notices shall be deemed to be vahdly scrved
which are left at the office of the General Manager or which are
sent to him by registered mail to CONTRACTOR's office in ARE.

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

_ ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) Operating Company shall take all proper _measures, acmrdiinfz;
to generally accepted methods in use 1n the oil industry to pre-
vent loss or waste of petroleum above or under the grounciin
any| form during drilling, producing, gathermg and distribut
ing |or storage operations. The GOVERNMENT has the 1‘igh1,
to prevent any Operation' on any well that it might reasonabls
expect would result in loss or damage to the well or the oil field
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Upon completion of the drilling of productive well, Operating
Company shall imform the GOVERNMENT or its representa-
tive of the time when the well will be tested and the production

rate ascertained.

Except in instances where multiple producting formations m the
same well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple
oil carrying zones through one string of tubing at the same time,
except with the prior approval of the GOVERNMENT or 1ts

representative.

Operating Company shall record data regarding the quantities

of petroleum and water preduced monthly from each develop-

ment lease. Such data shall be sent to the GOVERNMENT
or its representative on the special forms provided for that pur-
pose within thirty (30) days after it is obtained. Daily or weekly
statistics regarding the production from the Area shall be avai-
lable at all reasonable times for examination by authorized

re]j:sresentatives of the GOVERNMENT.

Dﬁily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other

méterials used in the well for the purpose of protecting petro-

leum gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well

after 1ts completion should be subject to the approval of the
' of the GOVERNMENT.

rcbresentative
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(b)

ARTICLE XII

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and their

foreign Contractors sub-contractors engaged in carrying on ope-

ratipns under this Agreement shall be permitted to import and
shall be exempted from customs duties, with respect to the im-
portation of machinery, equipment, vehicles, materials, supplies,
conjumable 1tems, foodstuffs and movable property when cer-
tified by responsible representative of EGPC, to be used solely
in carrying on operations under this Agreement.

Fach expatriate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall be
permitted to import and shall be exempt from all customs duties
with| respect to the reascnable mportation of household goeds
consimable items, foodstuffs (within the limits approved by
Minjster of Petmleum) and personal effects mncluding one antn-
mobjle provided however, that such properties are imported for
the sole use of the employee and his family and prowvided fur-
ther,| that no such property imported by the employee shall be
resold by him in the AR.E. except in accordance with GO-

VERNMENT regulations.

The|exemption provided in {a) of this Article shall not apply
te any imported items when EGPC considers and shows that

items of the same or substantially the same kind and quality are
ifactured locally and are available for purchase and timely

delivry in the A.R.E. at a price not higher than ten (10) percent
morei than the cost of the imported item before customs duties,

but after transportation and insurance costs have been added.

Namn
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(g)
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Without prejudice to Article VIII, any of the items imported
into [the A.R.E. either exempt or not-exempt from customs
dutids, taxes, or imposts under this Article may ke e}:ported by th»

impqrting party at any time without the payment of any export
duty| or 1mpost.

Used but serviceable material, equipment and goods resulting
from| operations hereunder may be sold within the A.R.E. pro-
vided that the purchasers pay the applicable customs duties,
taxes or imposts, if any, except if sold to EGPC or an affiliated

company of EGPC.

Material, equipment and goods so damaged or used as to be
non-kerviceable and which are classified by CONTRACTOR

or Operating Campany as scrap or junk (any such CONTRAC-
TOR’s appraisal being subject to EGPC approval and any such

Operating Company’s appraisal being subject to EGPC and
CONTRACTOR approval) may be sold as scrap or junk with-
out payment of customs duties, taxes or imposts.

In the event of such sale under sub-paragraphs (e) and (1) above
the proceeds from such sales shall be divided in the following

manner

CONTRACTOR shall be entitled to reimbursement of its
unrdcovered cost, if any, in such material or equipment and the

exceps, if any, shall be paid to EGPC

«(“stoms Duties”, as used herein, shall include all duties, taxes
or ifnposts (except those charges paid to the GOVERNMENT

for actual services rendered), which are payable as a result of the
importation of the item or items under consideration.
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(1)

There shall be no licence required, and CONTRACTOR,
EGPC and their respective buyers shall be exempted from any

duty, tax, fee or any other financial impost m respect of the
export of Petroleum hereunder.

ARTICLE XI1II

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(2)

(b)

EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of account,
+n accordance with the Accounting Procedure in Annex “E” and
accepted accounting practices generally used in the petroleum
industry, and such other books and records as may be necessary
to show the work performed under this Agreement, including
the amount and value of all pctroleum produced and saved here-
under. CONTRACTOR and Operating Company shall keep
their books of account and accounting records n United States
Dollars. Operating Company shall furnish to the GOVERI\- :
MENT or its representative monthly returns showing the amount
of petroleum produced and saved hereunder. Such returns
shall be prepared in the form required by the GOV ERN-
{ENT, or its representative and shall be siened by the
eneral Manager or by thc Deputy General Manager or a
luly designated deputy, and delivered to the GOVERNMLNT
r its representative within thirty (30) days after the end of -

the month covered in the rcturi.

The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times for

inspection by duly authorized represc.atatives of the GOVERN
MENT. -
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(c)

(b)

CONTRACTOR shall submit to EGPC a Profit and Loss Sta-
tement for the Financial Year not later than three (3) months
after the Commencement of the following Financial Year, to
show: its net profit or loss from the petroleum operations undeg

this | Agreement for such year.

CONTRACTOR shall at the same time submit a year-
end Balance Sheet for the same Financial Year to EGPC. The

Ralance Sheet and Financial statements shall be certified by an
iigyptian certified accounting firm accepted by EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreemcnt is in force, maintain
El.C.CJlIatﬁ and current records of its operations in the Area here-
under. CONTRACTOR and/or Operating Company shall
furnish the GOVERNMENT or its representative, in confor-
mity with applicable regulations or as the GOVERNMENT or
its Tepresentative may reasonably require information and data
concerning its operations under this Agreement. Operating
Company will perform the functions indicated n this Article
XIX in accordance with their respective tol2 as specified in
Article VI |

CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a represeniative portion of
eacE sample of cores and cuttings taken fcom 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 CONTRACTOR and/or Operating
Company for its own purposes shall le considered available
inspection at any reasonable time by the GOVERNMENT

or 1ts representa tives.

for
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Ah}’ such samples which CONTRACTOR or Operating
Company has kept for a period of twelve (12) months without

receipt of mstructions to forward them to the GOVERNMENT
or its representatives or elsewhere may be disposed of by CONT-
RACTOR or Operating Company at its discretion,

Unless otherwise agreed to by EGPC, in case of cxporting any
rock samples. outside A.R.E. samples equivalent in sizec and
quality shall, before such exportation, be delivered to EGPC as
rcpre;Entative of the GOVERNMENT.

Originals of records can only be exported with the permission
of EGPC; previded, however, that magnetic tapes and any other
data which must be processed or analyzed outside the AR.E,
may pe exported if a monitor or a comparable record, if avail-
able, |1s mamtained in The AR.E. and provided that such
exports shall be repatriated to A.R E. on the understanding that
they 1;i»rf:lcnlrlg to EGPC.

Duripg the period CONTRACTOR is conducting the explora-
tion operations, CONTRACTOR c<hall permit EGPC throurh
EGHC’s duly authorized representatives or employecs to have
full and complete access to the Area at all reasonable times with
the right to observe the cperatiens being conducted and to ins-
pect| all assets, records and data kept by CONTRACTOR.
EGHC’s representative, in exercising its rights under the preced-
ing sentence of this paragraph (e), shall not interfere with CON-
TRACTOR'’s operations.  CONTRACTOR shall provide EG-
PC with copies of any and all data (including, but not limited
to, geological and geophysical reports, logs and well surveys: in-
formation and interpretation of such data, and other nicrmation
in QONTRACTOR’s possession.

For the purpose of obtaining new offers, the GOVERN-
MENT may show any other party geophysical and geological

data (the age of which is not less than one year) with respect te
the |Area adjacent to the Area of such new offer.
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ARTICLE XV

RESPONSIBILITY FOR DAMAGES

. CONTRACTOR shall entirely and solely be i‘ﬁSpdﬂSibiﬁ in law
toward third parties for any damage caused bv CONTRACTOR's

explorati
and/ or
iiable on

1 operations and shall indermmify the GOVERNMENT
GPC against all damages for which they may be held
account of any such operations.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall
have access to the Area covered by this Agreement and to the operat-

ions conducted thereon. Such representatives may examine the books,

registers and rc-ords of EGPC, CONTRACTOR and Operating Co-
mpany and make a reascnable number of surveys, drawings and

tests for t They shall, for
this purp:Ee, be entitled to make reasonable use of the machmery

he purpose of cnforcing this Agreement.

and instruments of CONTRACTOR or Operating Company on
the condition that no danger or impediment to the operations
hereunder shall arise directly or indirectly from such use. 'The
GOVERNMENT shall indemnify and reimburse CONTRACTOR
or Operating Company for any loss or damage which may n
fact result from any such use of said machinery and instruments.
Such representatives shall be given reasonable assistance by the agents
and employees of CONTRACTOR or O perating Company so that
none of the activities shall endanger or hinder the safety or efficiency
of the operations. CONTRACTOR or operating company shall
offer such representatives all privileges and facilities accorded
to its own employees in the field and shall provide them, free of
charge, the use of reasonable office space and of adequately furmi-
shed hous{ng while they are in the field for the purpose of faciitat-

ing the abjectives of this Avticle. Any and all information cbtar
ned by the GOVERNMENT or its representatives under thts Article
XVI shall be kept confidential with respect to the Area.
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ARTICIE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
- ARAB REPUBLIC OF EGYPT PERSONNE.L

i
f2) It is|the desire of EGPC and CONTRACTOR that operations
heretll_nder be conducted in a business-like and efficient manner.

1. Tﬁlﬁ expatriate administrative, professional and technical
personnel employed by CONTR ACTOR or operating corn-

pany and the personnel of its contractors for the conduct
ot the operations hereunder, shall be granted a residence
as provided for in Law “«IO 89 of 1960 as amended
and Ministerial order No. 9 of 1963 as amended |, and
CONTRACTOR agrees that all immigration, pas.spmt visa

$nd employment regulations of the AR.E., shall be ap-
gphc,flblﬁ to all alicn employces of CO\TRACT( YR work-

]jhg m the A.R.E.

2. A minimum of twenty-five (25) percent of the combined sa-
]Eiil“iﬁ‘s and wages of each of the expatriate administrative,
professional and technical personnel employed by CONT-
RACTOR or operating company shall be pald monthly
ih Egyptian currency. On final repatriation such per-
sonnel shall have the right to remit abroad in U.S.
]j)ollars or other currencies the unused port'ion of Eﬂ‘ypt-

1an currency in excess of twenty- five (25) percent oI such
ﬁersonnel s salary.

{o) CONTRACTOR and operating company shall each ‘;tlt’(t
its employees and determine the number thereof, to be used

for opcratlons hereunder,

fc) CONTRACTOR shall, after consultation with EGPC, pre-
pare and carry out specialized training programs for all its
AR.E. employees engaged in operations hereunder with
respect to applicable aspects of the petroleum industry, GON-
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TRACTOR and operating Company undertakes to replace

gradually their non-executive expatnate staffs by qualified
nationals as they are available.

(d) During the period when CONTRACT OR is conducting Ex-
ploration, CONTRACTOR shall give mutually agreed numbers

of EGPC employees an opportunity to attend and participate
i CONTRACTOR’s and CONTRACTOR’s atfiliate training

programs relating to exploration and development operations,

ARTICLE XVIII
LAWS AND REGULATIONS

() CONTRACTOR and Operating Company shall be subect to

Law No. 66 of 1953 (excluding Article 37 thereof) as amended
by Law No. 86 of 1956 and the regulations issued for thz imple-
mentation thereof, including the regulations for the safe and
etficient performance of operations carried out for the execut-
lon of this Agreement and for the conservation of the petroleum
resources of the A.R.E. provided that no regulations, modifica-

tion or interpretation thereof shall be contrary to or inccnsistent
with the provisions of this Agreement, '

() EGPC and CONTRACTOR shall be exempted from all taxes,
except as provided in Article IIT paragraph (f) for income taxcs.
with respect to the extracting, producing, exporting or trans-

porting of pertroleum hereunder, CONTRACTOR shail alse be
exempted from any tax on capital.

(c) The rights and obligaticns of EGPC and CONTRACTOR
under, and for the effective term of this Agreement, shal} he
governed by and in accordance with the provisions of this .

Agreement and can only be altered or amended by the mutual

agreement of the said contracting parties. |

{(d) The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as al] regulaticns which
are duly issued by the GOVERNMENT apply from time to
time and are not in accord with the provisions of this Agreement,

such regulations shall not apply to the CONTRACTOR and
sub-contractors.




VAAN 4l -Jf.L‘ YA S C(C)) C:b TY Shadl d:.w‘,“ -EJ..:.J#\ At

Skeall :i;wi ‘45,:—.5!, g.:z}.n i) L5,51...:: A3V oda 2l w, ()
¢ u‘.m‘ﬁl n-Lgi a.::_;!_,, vth::.,.d 4 P.ga.s\.ﬂ_g st' t{:iln.ﬁ

(3 e dasbiil s>l _i! )
LN

Ot B sl ol e L e R Dl 3 (T)
(5 g ;ﬁ da ol gmm ails o 431> L__;L.,Jj o é_,}i}JI 4l 3
iatie il e e Jpandl G @A ISV e e 2 ) L e
1A 83b ;5 Olleadb &S A S 2t o LA BTy 43V s
Jaid 0T el WGl e WS ¢ s doe el I el
o 4 dilll OMpdt oo flaEW ey ¢ 6l o P i e

Il s 29l 565 o ¥ SV e 2 Y Sl W 1 (o)
v.b_)j:& HLg:b—_g St _;\.-.'_4..” J_,_mjli {‘.Lu Jz,.‘..o .._..Uaﬁ:.'- L}u&-;:.m«ﬁ _j(\

* ;}‘T:,.u.ﬁ‘ LA s J‘L.u-:

(ﬁh FJL....&\,“ Ld ¢ (5 l.u )1 2 > 8 CLJY\ J.O ¢:}L~JY¥ 4:5 (J-)

e ) ;’,4 Y a.: “4._.5 4 d__cinlia i.__:::L.g,......a (_5\ ARG E ;,_,,JJH d___.a:-
. sz L..u_,.su- | \...::1::--‘ leﬂ.l‘_g- 4.__~.3J?. 4 J_Ia:azz 41_}_&1-;_.;:}5!

h-l"’

b (-‘F.L du,ﬁz” Sb adle 3 LA L2k ﬁ'“‘ Mot ol Al 3 (.:)
T el Lo eV S o S Lm,.:ﬂ_,hll-wl e
1 S ' LRV T il SN
gt :..4-,5:;.1\ Liom ) L.JS o ‘}a\iﬂ slig d gt Oladd ¥
] ;aEbY\ |M&4a}b\3*dl+mmu},ﬂmu3ﬁ
. A,.;Ls;m edn ool LJls Joli S~ sl e




AY

VMY 4 pleva d > @YY sl L ) B ]

(3} EGP(U, CONTRACTOR, Operating CO[’Ilpany and their sub-
contractors shall for the purposes of this Agreement ke exeropt-

ed frcg all professionl stamp duties imposed by syndical laws

with r

pect to their documents and activities hereunder.

ARTICLE XIX

RICHT OF REQUISITION

tion of war or internal causes, the GOVERNMENT may reg-

(a) In Casﬁi of national emergency due to war or imminent expecta-

1isItio

all or part of the production from the Area obtamed

hereunder and require Operating Company to increase such
produdtion to the utmost possible maximum. The GOVERN-

rela

fia~1lit1es.

MEN’[ may also requisition the oil field itself and if necessary
fec

(b) In any such case, such requisition shall not be effected except
after {nviting EGPC and CONTRACTOR or their represen-
tative |by registered letter, with acknowledgement of receipt, to
expregs their views with respect to such requisition.

(¢) The tequisition of production shall be effected by Ministerial
Order. Any requisition of oil field itself. or any related facili.

ties

shall be effected by a Presidential Decree duly notifted to

EGP( and CONTRACTOR.

(d) In

the event of any requisition as provided above. the

GOVIERNMENT shall indemnify in full EGPC and CONT

RACITOR for the period during which the requisition is main-
tained, including :

1.
2.

3.

All damages which result from such requisition,

Full payment each month for all Petroleum extracterd by

the GOVERNMENT less the royalty share of such pro- '
duction, and

Other obligations of Contractor and EGPC hereunder.
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(a)

However, any damage resulting from enemy attack is not withmn
the meaning of this sub-paragraph (d). Payment hereunder

shall

be made to CONTRACTOR i U.S. Dollars remittable

abroad. The price paid to CONTRACTOR for Petroleunt

taken
raph

shall be calculated in accordance with Article VII parag-
(c).

ARTICLE XX
ASSIGNMENT

Neither EGPC nor CONTRACTOR may assign to a person,

tirm
vilege

r corporation, in whole or in part, any of its rights, prl-
. duties or obligations under this Agreement without the

written consent of the GOVERNMENT.

In thd event that EGPC or CONTRACTOR wishes to assign,
in whole or in part, any of 1ts pights, privileges, duaties or obl:-
gations hereunder as aforesaid, the wntten consert thereto of

the G

VERNMENT under this Article shall not be arbitrarily

with-held. To enable consideration to be given to any request
for such consent, the following conditions must be fulfilied

1. The obligations of the assignor deriving from this Agree-

ment must have been duly fulfilled as of the datc such re-

1uest is made.
2

he propesed assignee cr assignees must produce reasonable

evidence to the GOVERNMENT of its or their financial
and technical competence.

3. The instrument of assignment must include provisions

stating precisely that the assignee is bound by ail 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 instrument of assignment shall be submuitted
ta the GOVERNMENT for review and appraval belore
being formally executed. -
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(¢) Axy assignment made pursuant to the provisions of this Article

(d)

(a)

shall be free of any transfer or related taxes charges or tees.

The assignor together with the assignee shall be jointly and seve-
rally liable for all the duties and obligations of Coutrartor under

this Agreement.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCGEL
THe GOVERNMENT shall have the right to cancel this Agice-

me

nt by Order cr Presidential Decree, with respect to GONT-

RACTOR, in the following istances :

.

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

If it assigns any interest hercunder contrary to the provis-
ons of Article XX hereot;

If it is adjudicated bankrupt by a court of competent juris
diction ;

If it does not ccmply with any final decision czached as the
result of court proceedings conducted under Article XXI11
paragraph (a) hereunder;

If it intenticnally extracts any mineral other than Petroleum
not authorized by this Agreement or without the authority
of the GOVERNMENT, except such extractions as may be
unavoidable as the result of operations conducted hereunder
in accordance with accepted petroleum industry practice
and which shall be notified to the GOVERNMENT or 1ts
representative as soon as possible; and

If it commits any material breach of this Agreement or of
the provisions of law No. 66 of 1953, as amended by Law
No. 86 of 1956, which are not expressly contradicted by
the provisions of this Agreement. Such canceiiation shall
take place withcut prejudice to any rights which may have
accrued to the GOVERNMENT against CONTRACTOR

in accordance with the provisions of this Agreement, and,

in the event of such cancellation, CONTRACGCTOR shall

have the right to remcve from the Area all its personal

property.
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1f the GOVERNMENT deems that one of the aforesaid causes
(other than a force majeure cause referred to In Article XXI1
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice
personally served on CONTRAGTOR’s General Manager 1in
the| legally official manner and receipt of which is acknowled-
ocd by him or by his legal agents, to remedy and remove such
cause : but if for any reason such service is impossible due to
unnotified change of address, publication in the Official Journal
of the GOVERNMENT of such notice shall be considered as
validly served npon CONTRACTOR. It at the end of the
said ninety (90) days noticc period such cause has not bcen
rrmedied and removed, this Agreement may be cancelled forth-
with by Ozder or Presidential Decree as altoresaid provided
however, that if such cause, or the failure-to remecly or remove
such cause, results from any act or omission of one party, can-
cellation of this Agreement shall be effective only against that
party and not as against the oiher party hereto.

ARTICLE XXII

FORCE MAJEURE

The non-pecformance or delay in performance by EGPC and
CONTRACTOR, or either of them of any oblication under
thil Agrecment shall be excused if, and to the extent that, such

non-performance or delay is caused by force majearc. The
period of any such non-performance or delay, togethCT with

such period as may be necessary for the restoration of any
damage done during such delay, shall be added to the time given

in this Agreement for the performance of such obligation and
for| the performance of any obligation dependent thereon and
consequently, to the term of this Agreement, but only with
respect to the block or blocks affected.
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{0} “Force Majeure”, within the meaning of this Article XXII,
shal]l be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or U.S.A. and
CANADA with respect to CONTRACTOR whether promul-
gatgd in the form of a law or otherwise or any act of God,
msuprection, 1ot war, strike, and other labor disturbance;

fireg, floods or any cause not due to the fault ox neglicence of
EGPC or CONTRACTOR or cither of them, whether or not
similar to the foregoing, provided that anv such cause is heyond
the reasonable control of EGPC and CONTRACTOR, or either

of them.

{¢) Without prejudice to the above and except as may be otherwise
pi‘(L’ided herem, the GOVERNMENT shall mcur no respon-
sibility whatsoever to EGPC and CONTRACTOR, or either

of fhem for any damages, restrictions or loss arising in conse-

quences of such «case of force majeure except a force majeure
caysed by the order, regulations or direction of the GOVER-

NMENT of the ARAB REPUBLIC OF EGYPT.

(d) I the force majeure event occurs during the initial exploration
period or any extension thereof and continues in effect for a
period of two (2) years, CONTRACTOR shall have the option
upon ninety (90) days prior written notice to EGPGC to terminate
its |obligations hereunder without further liability of any kind
and, if still in force, the Guaranty contained in Annex “G” here-

to,|shall be automatically cancelled and EGPC shall so notify

th¢ Bank to release the Guaranty.

ARTICLE XXI1!1
DISPUTES AND ARBITRATION

y dispute arising between the GOVERNMENT and the

ta)
]:\a‘hies hereto with respect to the interpretation, application or
execution of this Agreement, shall be referred to the jurisdiction
of the appropriate A.R.F. Courts and shall be finally settled by

such courts.
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(6) Any dispute arising between CONTRACTOR 2nd EGPG 1
conrlection with the present Agreement shall be finally settled
by arbitration. The Arbitration shail be held in Stockholm,
Swelen and conducted in accordance with the Rules of Con-
ciliation and Arbitration of the  International Chamber of
Commerce. In the event of no provisions being made in t*:2s
rules in certain cases, the Arbitrators shall establish their own

pro¢edures.

(¢; Th¢ arbitraiicn shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbitra-
tiod and that such party (hereinafter referred to as the “First
Parity” has appointed an Arbitrator who shall be identified in
<aid notice. The other party (hereinafter referred to as the
“Sdcond Party”), within fifteen (15) days shall notify First Party
'n writing, identifying the Arbitrator that it has selected.

(d) 1f |the Second Party does not appoint its Arbitrator as afore
said, the First Party shall have the right to apply to the Gourt
of |Arbitration of the International Chamber of Gommerce to
appoint a second arbitrator. The two arbitrators shall in thirty
(30) days select a third Arbitrator, failing which the third Arbi-
trator shall be appointed by the Court of Arbitration of the Inter-

national Chamber of Commerce at the request of either party;

(¢) The third Arbitrator must be a citizen of a country other than
tht A.R.E. and the U.S.A. or Canada and of a country which

hds diplomatic relations with both A.R.E. and the US.A. and
Cinada and shall have no economic interest in the otl business

of| the signatories hereto.
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The parties shall extend to the Arbitration board all facilities
(ingluding access to the petroleum operations) for obtaining any
infgrmation required for proper determination of the dispute.
The absence or default of any party to the arbitration shall not

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

Pending the decision or award, the operations or activities which
have given rise to the arbitration need not be discontinued. In
the| event the deciston or award recognizes that the com-
plaint was justified, provision may be made therein for such
reparation as may appropriately be made in favor of the com-
plainant.

Judgement in the award rendered may be entered in any Court

having jurisdiction and application may be made in such Court
for @ judicial acceptance of the award ov an order of enforc-
ment as the case may be.

The parties desire that, wherever appropriate, decisions
and| awards shall specify a time for compliance therewith.

Thee provisions of this Agreement relating to arbitration shall
continue 1n force notwithstanding the termination of this Agree-

ment.

PRINCIPLES of GOODWILL—The signatories base their re-
latipns with respect to this Agreement on the principles of good-
will and good faith. Taking into account their different nation-
alities, this Agreement shall for the purpose of arbitration be
given effect and shall be interpreted an applied in conformity
with principles of law common to the AR.E. and the State of
New York, U.S.A. and in the absence of such principles then
in conformity with the principles of law normally recognized

by rivilized nations in general. including those which have heen

applied by International Tribunals.
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ARTICLE XX1V

STATUS OF PARTIES

(a) 'The rights, duties, obligations and liabilities in respect of EGPC
and CONTRACTOR hereunder shall be several and not joint
or (collective, it bemg understood that this Agreement shall not

be|construed as constituting an association or corporation or part-
neyship.

(0) CONTRACTOR shall be subject to the laws of the place where
it s incorporated regarding their legal status or creation Or-
ganization, charter and by-laws, shareholding. and ownership;
CONTRACTOR’s shares of capital which are entirely
held abroad shall not be negotiable in the A.R.E. and
shall not be offered for public subscription nor shall they be

Nol 9 of 1064.

) Al] parties comprising CONTRACTOR shall be jointlv and se-
verally liable for the performance of the obligations under this
Cloncession Agreement.

ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

(a) Giye priority to local contractors as long as their prices and per-
formance are comparable with international prices and perfor-
mance. CONTRACTOR and Operating Company shall how-
ever. subject to the preceeding sentence, be exempted from the
provisions of Presidential Decree No. 1868 of 1974, as amended.

"-"'

ﬂ
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(b) Give preference to locally manufactured materiai, equipment,

IT1ac(

hinery and consumables so long as their quality and time of

delivery are comparable to internationally available materials,

equipment, machinery and consumables. However, such ma-
teriql, equipment, machinery and consumables may be imported

for

operations conducted hereunder if the local price of such

items at CONTRACTOR’s or Operating Company’s operating
base in A.R.E. is more than ten (10) percent higher than the
pride of such imported items before customs duties, but after

transportation and insurance costs have been added.

The
of AR.]

ARTICLE XXV1

ARABIC TEXT

. Arabic version of this Agreement shall, before the courts
" he referred toin construing or interpreting this Agreement;

provided however, that m any arbitration pursuant to Article XX111

hereaho

e between F.GPC and CONTRACTOR the Enelish and

Arabic Versions shall both be referred to as having equal force mn
construing cr interpreting the Agreement.

ARTICLE XXVII
GAS

1f Gas is produced or is capable of being produced from the

Area, E

PC and CONTRACTOR shall in good faith study all pos-

sible ecanomic alternatives for its use and decide on the best alterna-

tive for EGPC and CONTRACTOR jointly. 'The cost and expenses

in the field of producing non-associated gas

shall be recovered n

rccordahce with the Cost Recovery Principles of Article VII.

value of

exported
rations (including re-injection

Prdduction Sharing Principles of Article VTT shall apply to the

nd non-associated gas if sold for export and not

associated a
e-iniected.  However anv (3as  not

onerations. flared or r
ontside A.R.E+ in a liquid or «lid state. or not used 1n one-

} shall remain in the property of the

v
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State and may be utilized by EGPC and EGPC shall not be liab'e
for payrfent to CONTRACTOR of any costs or expenses respecting
any past operations of CONTRACTOR related to such Gas. Under
no Circu:Estances will CONTRACTOR be responsible for or bear any

cost or ekpenses incurred for utilization of Gas used internally in the

ARE:

ARTICLE XXVIII

GENERAL

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

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

ARTICLE XXIX

APPROVAI. OF THE A.RE. GOVERNMENT

This agreement shall not be binding upon any of the parties
hereto |unless and until a law is issued by the competent
authorities of the A.R.E. authorizing the Minister of Petroleum to
:ion said Agreement and giving this Agreement full force and effect

of law notwithstanding any countervailing governmental enactment,
and thd Agreement is signed bv the GOVERNMENT EGPC, and
CONTRACTOR.

ARAB REPUBLIC OF EGYPT
BY : |-

FGYPTIAN GENERAI PETRNLEUM CCRPORATION
BY @ —— —

ST. JOE EGYPT EXPLORATION CORPORATION

BY - _ _ N

CANDEL OIL LTD.
BY : - - ,__.
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ANNEX “A”

CONCESSION AGREEMENT
BETWEEN

A.R.E., EGPC,
ST. JOE EGYPT EXPLORATION CORPORATION
AND
CANDEL OIL LTD
IN ONSHORE TANKA AREA
GULF OF SUEZ BASIN

DESCRIPTION OF THE AREA

Anned “B” in an illustrative map on a scale of 1 ;250,000 mclu-
ding the Area covered and affected by this Concession Agreement
and described as follows :

- The Area measures approximately 250 kms* and 1s composed of
all or part pf eighteen (18) Exploration Blocks. Each complete block

is three (3) minutes Latitude by three (3) minutes Longitude.

The Area is bounded for the most part by a group of straight
lines. Tt Is to be noted that the delineation lines of the individual
exploration blocks in Annex “B” are intended to be only illustrative
and provisional and do not show accurately their position in relation

to existing monuments and geographical features.

Coordinates of the corner points or the Area are given n the
following |table, which forms an integral part of this Annex “A”.
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Point Liat. N. Long. E. Duc

1. 29° 09’ 00" 33° 03 00"  south east to point 2

2. 28° 57’ 00” 33° 18" 00”  south to point 3

3. 28° 517 00" 33° 18" 00~ west to point 4

4. Intersection of Lat. 28° 51’ 00” with southeast side of Sidri
Development Lease, thence north east to point 5

J. 28° b1’ 22. 08” 33° 15’ 39. 84” north west to point 6

6. 28° B3’ 12. 94” 33° 12’ 33. 70” north west to point 7

/. intersection of north east side of Abu Rudeis Development Lease

with|the high tide water line of the east shore of the Gulf of
Suez, thence north westerly along the high tide water line of the
east shore of the Gulf of Suez to point 8 at intersection of Long
33° 03’ 00 with the high tide water line of the east shore of the
Gulf| of Suez, thence north to point 1 which is the point of beg-
INNINg.
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ANNEX “C”
LETTER OF GUARANTY

LETTER OF GUARANTY NO. CAIRO,
EGYPTIAN GENERAI, PETROLEUM CORPORATION

(sentlemen

Tha Undersigned, NATIONAL BANK OF EGYPT ]
as Guarantor, hercby guarantees to the Egyptian General Petro!ecum
Corporation (hereinafter referred to as EGPQG) to the limit of seven
and half (7.5) million U.S. Dollars in US Curreney the per-
formance by St. Joe Egypt Exploration Corporation and Candel Oil
Ltd, (Egyptian Branch) (hereinafter referred to collectively as CON-
TRACTOR) of CONTRACTOR’s obligations required for explora-
tion opcrations to spead a minimum of seven and half (7.5) million
US Dollars during the initial two (2) years of the exploration period
under Article IV of that certain Concession Agreement (hereinafter
referred| to as the “Agreement)” covering that Area described m
Annexed “A” and *B’’ of said Agreement by and between the Arab
Republic of Egypt (hereinafter referred to as “AR.E.”), EGPC and
("]ONTIEACTOR, dated 29/6/1981.

Tt is understood that this Guaranty and the liability of the Gua-
rantor }lereunder shall be reduced quarterly. during the period of
expenditure of said seven and half (7.5) million US Dollars by the
amount of money expended by CONTRACTOR for such explora-
tion operations during each such quarter. Each such reduction shall

be established by the joint written statement o EGPC and CON -
TRACTOR.

In the event of a Claim by EGPC of non—performance or =ur-
render E‘ the Agreement on the part of CONTRACTOR vrior to

fulfillment of said minimum expenditure obligation under Article 1Y
of this Agreement there shall be no liabilitv on the undersigned GGua-
rantor for payment to EGPC nnless and antil such liability has beer
established by written statement of EGPC setting forth the amouat

due under the Agreement.
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It 15 a further condition of this Letter of Guaranty that :

This letter of Guaranty will become available only provided
that/ the Guarantor will have been informed in writing by CON-
TRACTOR and EGPC that the Agreement between CON-
TRACTOR, AR.E. and EGPC has become effective according
to ils terms and said Guaranty shall become effective on the
Effective Date of said Agreement.

L

This Letter of Guaranty shall in any event automatically
expire

(a) | Two (2) years and six (6) months after the date it becomes
effective, or -

(b) | at such time as the total of the amounts shown on quarterly
joint statements of EGPC and CONTRACTOR equals or

exceeds the amount of said minimum expenditure obliga-
tions. Whichever is earlier.

the Guarantor prior to either of said expiration date at the Jatest
accompanied by EGPC’s written statement, setting forth the
amount of under expenditure by CONTRACTOR to the effect

that :
(a)) CONTRACTOR has failed to perform its expenditure obli.

gations referred in this Guaranty and

(b) CONTRACTOR has failed to pay the expenditure deficie-
ncy to EGPC.

C?\sequently, any clmm in respect thereof should be made to

1.

We declare that on issuing this Guarantv we did not exceed the
F\ total guaranties which we are entitled to issue as per Mlm-

stry of Economy’s letter No. dated

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

not become effective. or upon the expiry date.

Yours faithfully.
For the National Bank of Egypt
Accountant Manager

T
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ANNEX *D”

CHARTER OF
TANKA PETROLEUM COMPANY

ARTICLE I

A joint stock company having the nationality of the ARAB RE-
PUBLIC OF EGYPT shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of the Agreement
referred to below and of this Charter.,

This private secior Company shall be subject to all laws and re-
qulations in force in the A.R.E. to the extent that such laws and re-
gulatipns are not inconsistent with the provisions of this Charter ard

Agreement referred to below :

ARTICLE 11

The name of the Company is “T ANK A
Petroleum Company”, abbreviated as *TANPETCO

and hereinafter referred to as Operating Company.

114

ARTICLE 111

The Head Office of TANPETCO shall be in the ARE. in
Catro.

ARTICLE 1V

The object of TANPETCO is to act as the agency through which
EGPC and CONTRACTOR carry out and conduct the Develop-
ment |operations required in accordance with the provisions of the

Agreement signed on the twenty ninth day of June, 193]
by and between the ARAB REPUBLIC OF EGYPT, THE EGYP-

TIAN GENERAL PETROLEUM CORPORATION AND CON-
TRACTOR covering petroleum opcrations I TANKA Area des-

cribed therein.
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Operating Company shall also be the agency to carry out and
conduct exploration operations after the date of Commercial Dis-
covery pursuant to CONTRACTOR’s Work Program and Budget
approved |in accordance with the Agreement,

Operating Company shall keep account of all costs, expenses
and expenditures for such operations under the terms of the Agree-
ment and| Annex “E” thereto.

Opemting Company shall not engage in any business or undex-
take any activity beyond the performance of said operations unless

otherwise |agreed by EGPC and CONTRACTOR,

ARTICLE V

The authorized capital of Operating Company is twenty thous
and Pounds Egyptian (L.E. 20,000} divided into five thousand (5,000)
shares of| common stock with a value of four Pounds Egyptian
(L.E. 4) |per share having equal voting rights, fully paid and
non-assesgable.

EGHC and CONTRACUTOR shall each pay ior, hold and own,
throughout the life of Operating Company referred to above, one-
half (1) of the capital stock of Operating Company provided that
only in the event that cither party should transfer or assign the whole
or any percentage of its ownership nterest i the entirety of the
Agreement, may such transferring or assigning party transfer or
a3sign any of the capital stock of Operating Company and, in that
event, sych transferring or assigning party (and its snccessors and
assigns) must transfer and assign a stock interest in Operating Com-
pany equal to the transferred or assigned whole or percentage of its
ownership interest in the entirety of the said Agreement.

ARTICLE VI

Opgrating Company shall not own any right, title, interest or
estate 1] or under the Agreement or any development lease created
thereunder or in any of the Petroleum produced from anv explora-
tion block or development lease area thereunder or 1 any of the

assets, efuipment or other property obtained or used in connection
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, and shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of either EGPG or
CONTRACTOR under the Agreement. Operating Company shal
not make any profit from any source whatever,

ARTICLE VII

erating (Company shalil be no more than an agent for EGPC.
and CONTRACTOR. Whenever it is indicated heremn that Ope-
rating Company shall decide, take action or make a proposal and
the like, it is understood that such decision or judgement is the result
of the |decision or judgement of CONTRACTOR, or EGPQC and
CONTRACTOR. as may be required by the Agreement.

ARTICLE VIII

Operating Company shall have a Board of Dircctors consisting
of eight (8) members, four (4} of whom shall be designated by KGPC
and the other four (4) by CONTRACTOR. The Chatrman shall be
designated by EGPC and shall also be a Managing Director. CON1 -
RACTOR shall designate the General Manager who shall also be

a2 Manpging Director.

ARTICLL IX

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

ARTICLE X

General meetimos of the chareholders shall he valid if a maiority
of the |capital stock oi Operating Company is represented thereat.
Any decisions taken at such meetings must have the affirmative vote
of shareholders owning or representing a majority of the capital

stock.
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ARTICLE XI

The Board of Directors shall approve the regulationls covering
the termis and conditions of employment of the personnel of Operas-
ting Company employed directly by Operating Gompany and not
assigned thereto by CONTRACTOR and EGPC.

-

T}

THe Board shall, in due course, draw up the By-raws of Opera-
mpany and such by-Laws shall be effcctive unon heing app-

C.
ﬂy a General-Meeting of the Shareholders, in accordance with
visions of Article X hereof.

ARTICLE XIl1

Oéaemting Company shall come into existence within thirty (30;
t

er the date of Commercial Discovery as provided for in the

e duration of Operating Company shall be for a period equal

to the duration of the said Agreement, mcluding any renewal thereof

It

shall be wound up and liquidated if the Agreemunt referred

to aboye is terminated for any reason as provided for theremn.

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY :

CONTRACTOR

BY
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1. De

Ag

ANNEX "E”
ACCOUNTING PROCEDUREL
ARTICLE 1

GENERAL PROVISIONS

INItLONns

The definitions contamed Article T of the Goncession
-eement shall apply to this Accounting Proced.re and have

thel sarne meaning. Certain accounting terms herein used are
efined as follows :

d.

b.

“Agreement” means the Concession Agreement of which this

Annex 15 a part.

“Non-Operator” means the parties to the Ayreement other
than CONTRACTOR when it is performing work.

Statements of Actiwty

CONTRACTOR shall pursuant o Article IV of the
Agreement, render to Non-Operator within thirty (30) davs
of the end of each Calendar Quarter a Statement of Ex-
ploration Activity retlecting all charges and credits related
to the Exploration operations for that Quarter summarized
by appropriate classifications indicative of the nature

thereof.

Operating Company shall render to EGPC and CON-
TRACTOR within fifteen (15) days of the end of cach
Calendar quarter a Statements of Development and Fx-
ploration Activity reflecting all charges and credits related
to the Development and Exploration operations for that
quarter summarized by appropriate classifications indicative
of the nature thereof except that items of controllable ma-
terial and unusual charges and credite shall be detailed.




VAAY 4 gl YA 3 {(E)) C’b T" dAa)

e

doly 4ad.z

gl Ue 2 02l 15T Y 4 Uy f,,t“...fl

sxl 1 o

..
i lnliil—

oo g Lo Coudl L G ,__.--.S-L-,, @S S e ("i)
WASE

be l.a..._g L.;LS ..___,,,_.::-‘j._d J)ﬁmii ﬁ““:‘:" (1*"} 4}_}1;,4 P s

W 4:_;;} J/B L_f?,_f_,r ’ um“ﬁt Oy (j} ¢f__a.3 M!JJ]

(5 L‘S-‘AMJ dLL,g.,U 4o~ |ia a.iu_;ll ;_;L\.._..*,Mi O 2 o ':‘,,!_,‘i-" oLl

D L[ [ e R U A U [ e o]

el

-

Y

L
P

| gav diw o IR W e |
S Y Wb sl \w) 408 da A5l ddar ooy aidlo
(v*) M [N LS Lanic ,_,_,,L.LL\ ot 4Lyl Ci el 15 Y ,Jb},_n
0.}(’ 5,93
A il daal o 3 ot LugdST) 5T J5lil 5Tan g e N
a:__.JI

(5"

AL _;'ﬁ*"\ (\""}‘b T nn 3 el an J\.:u_g * anS‘-L.‘ .«.3;.-.-—-|

EJ L‘JE- LQJ QJUJ.-.E L_JII-L_._._....U__Q \.,—_{*_,J{..’-';*:...M_j g_Jl.:n..l«»aJL: ‘l....}l.a.“

14&\;;3’] L«“ (_3) bJﬂJ ~’t.=_IJ..§ .::JUJ d I\_\g,._,lil.'-f L,""'ﬂj“‘?""ii %J.L‘JL J}S’-kil

bladl S, iy (o
- W ?..'!' _?'3 d..:"-"\.) (L_J)

Ol e

ALl d._:j:;:: N

i-i ‘lq.-icwl ‘LSJJM.J! jl_é.}_g_,:::_ﬁ: ‘L.al,‘z“ lea_“ JJ[E‘J s "

Sl SN I SV s+ e s O € e ez G iy Laill dolid

.G

Cy _).'IL-_CJI

SN Bl u...wx L__J\J'y}.x, ufml\ Olaadl 159 4G LY
RJU.I

l !JU l_.g.-l-..a:a.ﬁti

uw)! o)l i «L.C,J»‘:ﬂ s ezl uW;J‘ LY
'?iélSj; c Ol s Sas gl gl Jff ;:“ 3 okl g5 M el

g LS"L“ doatl o0da ¢ij—ﬂ ‘-9‘_,-&-” J.-‘-J lLa.Ja i:(j:*;qgﬂ oAl ;A;“Y,H




VYY) T gl YA B YY sl - e i

3. Adpwstments and Audits :

Each Statement of Exploration Activity shall conclusively
pe presumed to be true and correct after three (3) months
following the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written ¢xcep-
tion thereto pursuant to Article IV (1) of the Agreement.
Puring said three (3) months period suppeorting documents
il be available for inspection by E(PC during all working
ours, CONTRACTOR will have the same audit rights on
perating Gompany statements as EGPC under this sub

agraph,

[I Statements of Activity for Development tor any Cale-
dar quarter shall conclusively be presunied to be true and
orrect three (3) months following the receint of such state-
ent unless within the said three (3) mo nth period EGPC
r CONTRACTOR takes written exception thereto. Pen-
ing expiration of said three (3) montl:s EGPG or CON-
RACTOR. cr both of them shall have the right to andit
perating Company accounts, records and supporting docu-
ents for such quarter mn the same manner ac provided in

rticle IV (f) of the Agreement.

al

4.  Currency Exchange

fONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any, shall
be kept in the A R.E. in U.S. Dollars: All U.S. Dollar expen-
ditures shall be charged in the amount expended. All Egyptiar‘i
Pounﬁss expenditures shall be translated to UI.S. Doliars at the
official buving rate of exchange issued by the Central Bank of
Egypt on the first day of the month in which expenditures are
remTﬂd, and all other non-U.S. Dollar expenditures shall he

ated to U.S. Dollars at the buying rate of exchange for

such ¢urrency as quoted hy National Westminister Bank Limited,

trans
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London, at 10.30 a.m. CM.T., on the first day of the month
it which expenditures are recorded. A record shall e kept ot
the exchange rates used in translating Fgypnan Pounds or other
non-U.5. Dollars expenditures to U.S. Doljars:

3. Preceflence of Documents

In the event of any inconsistency or conilict between the
provigions of this Accounting Procedure and the provisions of
the Agrecment treating the same subject differently, then the
provisions of the Agreement shall prevail.

=2

Reuviston of Accounting procedure

By mutual agrecement between EGPC and CONTRAC-
T'OR, this Accounting procedure may be 1evised from time to
time 1n the light of future arrangements.

7. No char ge for imferest on mrestment

Interest on investment or any bank fees or charges shall
not, at any time be charged as recoverable cost under the
Agreement.

ARTICLE 11
({OSTS, EXPENSES AND EXPEND!TURES

Subjedt to the provisions of the Agreement, CONTRACTOR
shall alone|bear and, directly or through Operating Company, pay
the following costs and expenses, which costs and expenses shall be

classified gnd treated in accordance with Article VII of the
Aoreement! -

. Surface Rights :

All direct cost attributable to the accuisition, renewal or
relinqyishment of surface rights acquired and maintained in
force fpr the Area.
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2. Labour|and Related Costs :

(a) Salaries and Wagcs of CONTRACTOR’s or Operating

Company’s employees, as the casc may be, directly cngaged

in Ithe various activities under the Agrcement including

salaries and wages paid to geologists and other employees

whEJ are temporarily assigned to and cmployed in such
thv

activities.
Sudh salaries and wages to be certified by a certified public

acdounting firm. Reasonable revisions of such salaries and
wabes shall be effected to take into account changes 1o
CONTRACTOR's policies and amendments of Laws appli-
caBle to salaries. For the purpose of this paragraph 2, and
patagraph 3, salaries and wages shall mean the assessuble
amunts for A.R.E. Income Taxes, including the salaries
during the vacations and sick leaves, but excluding all the
amlounts of the other items covered by the percentage fixed

ler 3 bhelow.

un
(b) For expatriate employecs permanently assigned to ligypt
1 | All allowances applicable to salarics and wages:

9. | Cost of established plans: and

3 | All travel and relocation costs of such expatriate em-
ployees and their famtlies to and from the employee’s
country or point of origin at the time of employment,
at the time of separation, as a result of transfer from
one location to another and for vacation {transporta:
tion costs for employees and their families transferring
rom A.R.E. to another location other than their coun-
try of origin shall not be charged to A.R ..Operations).

Costs undler this sub-paragraph 2.B shall be equal to
seventy (70) percent except [or employces whoso families

have not been transferred  to ARE., in which case the
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percentage will be fifty (50) percent of basic salaries and
wages paid for such expatriate personncl including those
paid during vacations and sick leaves as established in CON-
TRACTOR's iternational policies, paragraph 9 and sub-
paragraph 11.A and G of this Article 11.

However, salaries and wages during vacations, sick
leaves and disability are Covered by the foregoing percen.
tage. The percentage outlined above reflects CONTRAC-

TOR’s actual costs as of the Effective Date with regard io

the following benetits, allowances and costs :

1. Anticipated termination of lease contract in A.R.E. o
abroad.

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

3. (Clothing equipment allowances.

4. Expenses connected with departure and arrival of em-

ployees and their families.

5. Accruals of seniority indemnity.

6. Charges for social security and insurance such as :

- Retirement plan

— National Health Insurance

— Unemployment insurance

— Accident and disability Insurance
— Extraordinary Insurance

Contractual travel expenses of employees and their
families.
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8.
9.
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Excess luggage.
Recreational Allowances.

Medical assistance to employees and their families in or
outside A.R.E.

Housing and utilities allowances.

Education allowance (children of expatriate employees)
and educational assistance.

Settlement allowance in or out side A.R.E.

Contribution for resettlement expenses at repatriation.

Vacations, sick leaves and disability salaries or expenses,

Any other costs, allowances and benefits of a like nat-
ure as established m CONTRACTOR’s international
policies. |

The percentages outlined above shall be reviewed at

intervals of three (3) years from the Eftective Date and at
such time CONTRACTOR and EGPC will agree on new
pereentages to be used under this paragraph.

Revisions of the percentages will take mto considera-

tion variances in costs and changes in CONTARCTOR's
international policies which change or exclude any of the
above allowances and benefits.

The revised percentages will reflect as nearly as possible
CONTRACTOR’s actual costs of all its established allow-
ances and benefits and of personnel transfers.
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For expatriate employees temporarily assigned to Egypt
all allowances, costs of established plans and all travel re-
location costs for such expatriate as paid in accordance with
CONTRACTOR’s international policies, Such costs shall
not include any administrative overhead other than what 1s
mentioned in sub-paragraph 11.h of this Article Il "

Costs of expenditure or contributions made pursuant to law
or assessment imposed by governmentai authority which are
applicable to labour cost of salaries and wages as provided
under sub-paragraphs 2.A and 2.B, paragraph 9 and Sub-
Paragraphs 11.A and 11.C of this Article i1.

3.  Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits, on a
basis similar to that prevailing for oil Companies operatng
in ARE., all as chargeable under sub - paragraph 2.A
paragraph. 9 and sub - paragraphs 11.A and 11.C of this
Article 11, Severance pay will be charged at a fixed rate
applied to payrolls which will equal an amount equivalent
t5 the maximum liability of severance payment as required

under the A.R.E. labour law.

4. Matenal

Matesial, equipment and supplies purchased or furnished as

such by

a.

CONTRACTOR or Operating Comparny.

Pr rchases

Mdterial, equipment and supplies purchased shall be at price
paid byl CONTRACTOR or operating company plus any related

costs aft

er deduction of all discounts actually received.
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b. Material Furnished by CONTRACTOR

Matenial required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CGONTRACGTOR's affiliates stocks outside the

A.R.L. under the following conditions :

1. New Material (condition «Aby)

New material transferred from CONTRACTOR’s
atfiliates warehouse or other propcrties shall be priced
at cost, provided that the cost of material supplied 1s
no higher than international prices for material of
similar quality supplied on similar terms, prevailing
at the time such material was supplied.

2. Used Material (conditions «B» and «U»)

a. Material which i1s in sound and serviceable
condition and is suitable for re-use without reco-
nditioning shall be classed as condition «B» and
priced at seventy-five percent (75%) of the price
of new material.

b. Material which cannot be classificd as conditicr
«B» but which is serviceab:e for oiiginal junctior
but substantially not suttable for reconditioning
shall be classed as conditiun «Cs and priced a
fifty percent (50%) of the price of new material

c. Material which cannot be ciassified as conditio:
«B» or condition «C» shall be priced at a valuw
commensurate with its use.

d. Tanks, buildings and other equipivent mvolvin
erection costs shall be charged at applicable per
centage or knocked-down new price.
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c. Wharranty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material f LIrmni-
shed beyond or back of the dealer’s or manutacturer’s gu-
aranty; and m case of defective material, credit shall not
be recorded until adjustment has been recejved by CONT-
RACTOR from manufacturers or their agents.

2. Iransportation and Employee Relocation Costs -

(A) Transportation of equipment, materials and supplies nec-
egsary for the conduct of CONTRACTOR s activitics,

(B) Business Travel and Transportation expenses to the extent
covered by established policies of CONLTRACTOR or
with regard to Expatriates and Nationals, as incurred and
pald by, or for, employees in the conduct of CONTRA.
C'OR’s business.

() Employees transportation and relocation costs for National
employees to the extent covered by established policies.

0.  Seryvices -

a. . Qutside services.

The contracted costs for consultants, contract ser-

vices and utilities procured from thivd parties.

b. Cost of services performed by EGPC or by CONTRACTOR
or their Affiliated Companies in facilities inside or outside
the) A.R.E. Regular, recurring, routine se:vices, such as
Int¢rpreting magnetic tapes and/cr other analyses, shall
be performed and charged by EGPC and/or CONTRAC-
TOR or their Affiliated Companies at an agreed cont
racted price.  Major projects involving engiincering
and design services shall be performed by EGPC and/

OWNTTD A" TOYR v ol AflilTmta,] ﬁﬂtﬂﬂﬂﬁ;lﬂﬂ =% 5
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a npegotiated contract amount, Use of LGPC's CONT-
RACTOR’s or their Affiliated Companies’ wholly owne!
cquipment shall be charged at a rental rate commensurate
with the cost of ownership and operation, but not in excess
of competitive rates currently prevaiiing in the AR.E. for
Exploratlon CONTRACTOR’s and its Affiliated Comp-

ani¢s’ rates shall not include any admu.i-trative or overhead
costs other than what is mentioned in sub-paragraph 11.b

of this Article 11.

Damages and Losses e
|

All |costs or expenses, necessary to replace or repair dam-
ages or losses incurred by fire, flood, storm, thefr, accident or
any other cause not controllable by CONTRACTOR or operat-
Mg company through the exercise of reasenable diligence. CO-

NTRACTOR or opcrating cempany shall furnish #GPC writ-

ten notige of damages or losses incurred 1 excess of ten thous-
and (10,000) U.S. Dollars per occurrence, as soon as practic-
able aftqr Il‘epﬂl”t of the same has been reccived by CONTRA-
CTOR ¢r operating company.

Insurance and Claims

The cost of any public liability, property, damage and
other ingurance against liabilitics of CONTRACTOR, opera-
ting company and/or the parties or any of them to their emyp -
loyees and/or outsiders as may be required by the laws. rules
and regulations of the GOVERNMENT or as the parties mav
agree uppn.  The proceeds of any such insurance or claim col
lected shpll be credited against Operatmm

It np insurance is carried for a partictlar risk . all related
actual expenditures incurred and paid hv CONTR QCT OR or
operatmg company in scttlement of any and all losses. claims.
damages) judgements and any cther expenses, mcluding legal
Services.
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9.  Indirgct Expenses

Camp overhead and facilities such as shore base, warehou-
ses, water systems. road systems, salarics and expense of iteld
supervisory personnel, field clerks, assistants, and other gencral

employees indirectly serving the Area,

10. Legal Expenses :

All costs and expenses of litigation, or legal services other-

wise necessary or expedient for the preteciion of the Area. 1n-
cluding attorney’s fees and expenses as hereinafter provided,:

togetﬂxer with all judgements obtained against the parties or any
of them on account of the operations under the Agreement, and

actual expenses incurred by any party or parties hereto 1n secur-
ing eyidence for the purpose of defending agamnst any action or

claim| prosecuted or urged against the operations or the subject
matter of the Agreement. 1In the cvent actions or claims atfe:-

ting the interests hereunder shall be handled by the legal staff
of one or more of the parties hereto, a charge commensurate

with tcst of providing and furnishing such services may be made
to opgrations.

11 Administrative Overhead and General Expenszs :

a. While CONTRACTOR is conducting Exploration activi-
ties coct of staffing and maintaining CONTRACTORK's
head office in the A.R.E., and or other offices established

i the A.R.E. as appropriate other than field offices which
will be charged as provided in Article 11, paragraph 9

above, and excepting salaries of employees of_ CONTMC-
TOR who are temporarily assigned to and directly serving

on the Area, which will be charged as provided in Article

11, paragraph 2 above.
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b. CONTR%CTOR’R administrative  overhead outside the
A.R.L. applicable to the A.R.E. Exploration operation

which will be charged each month at the rate of five per-
cent (5%) of total Exploration expenditures while CON-

LTRACGTOR 15 conducting Exploration activities. Admini-
strative overhead outside A.R.E. will not be charged while

Operating Company is conducting Exploration activities.
No other direct charges as such for CONTRACGCTOR's

administrative overhead outside the A R.E. will be applied
against the Exploration obligation. Examples of the type

of costs CONTRACTOR is incurring and charging here-
under due to activities under the Agrcement and covered

by said percentage are :

1.  Executive — Time of executive officers.

2. Treasury — @inancial and cxchange problems.
3. Purchasing — Procuring materials equpment and
supplies.

4. Exploration and Production Directing, advising and
controlling thc entire project.

5. Other departments such as legal, comptrollers and en-
gineering which contribute time. knowledge and expe-

rience to the operations.

The foregoing does not preclude charging for direct ser-
vice under sub paragraph 6. b of this Article I1.

c. While Operating Company is conducting activities, Opera?:-
ing Company’s personnel engaged in general clerical and
office work, supervisors and officers whose time 1s generally

spent in the main office and not the field, and all emplo-

yees generally considered as general and administrative and
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not charged to other types of expense will be charged to

operations. Such expenses shall be allocated each month
between Exploration and Development operatio

to sound and practicable accounting metheds.

12. Taxds -

ns according

All taxes, duties or levies paid in the A.R.E. by CON-
1TRACTOR or Operating Company with respect to this

Agreement other than those covered by paragraph (f) (1) of :
Article I1T of the Agreement. 5

13. Contpnuing CONTRACTOR Costs -

Costs of CONTRACTOR activities required under the
Agreement and incurred exclusively in the AR after
OPperating Company is formed. No sales oy nenses incurred
putside or inside the A, R. E. may be recovered as a cost

14. Othey Expenditures :

Any costs, expenses or expenditures other than those which
pre covered and dealt with by the foregoing provisions of
this Article I1. incurred by CONTRACTOR or Operating
Company under approved Work Programs and Budgets.

ARTICLE II1

INVENTORIES

1. Periodic I'nveniories Notice and Representation :

o t reasonable intervals as a greed upon by EGPC and CON-
_TM TOR Inventories shall be taken by Operating Company
“rof.th optrations materials, which shall include all such mater-
“1* 1al, physical assets

. PhYys ~and construction projects. Written notice
~.of intention to take Inventory

- shall be siven by Operating Com-
pany|to EGPC and CONTRACTOR at least thirty (30) days be-
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fore any inventory is to begin so that EGPG and CONTRAC-

TOR

may be reprosented when any mventory s taken. Faloee

of EGPC and/or CONTRACTOR to be represented at an in-
ventory shall bind them to accept the inventory taken by Operat-
ing Company. who shall in that event furnish the party not rep-
resentied with a copy thercot.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRAC-

TOR

and EGPC, and a list of overages and shortages shall e

jointly determined by Operating Cempany and CONTRAC-

TOR

pany.

and EGPC, and the inventory adjusted bv Operating Com-

ARTICLE 1V
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery Crule

Q:l :

CIONTRACTOR shall pursuant to ARTICLE V11 of the

Agreement, render to EGPG as promptly as practicable but not

later ¢

han fifteen (15) days after receipt from O seratine Com-

pany of the Statements for Development and Exploration Acti-

vity ¢

v the Calendar QQuarter a statement for that Quarter

4

showmg

(i) Racoverable costs carried from the previous quarter if anv,

(i) Receverable costs incurred and paid during the quarter.

Gii) T

otal recoverable costs for the quarter (i1 —+ (1)

(iv) Value of Cost Recovery Crude Oil taken and separately.

Amount of recove

disposed of by CONTRACTOR for the quartcr.

Amount of costs vecovered for the quarvict.

rable costs carried into the succeedng

quarter, 1f any.



VAAY Gl b YA G (2D b YY 3wl — e Jl 30 all Y oY

4

:)‘ . L""“""}I C':,.) IJ'C' SJJ*-_-MI. “ L.’-‘EJK-J‘ L-J; o a.:n;a',.q..i J}LQ_L‘ d__:g L-;_,r‘-m_ﬂ t.l_J;,.
"}*a:- L;-Ul %LC.“ 3|';JLY ua..as-_l‘ \anJl t__,,k,,JJI w 5311_5 —

¢ ..:_r-\_:‘-_j

) P VY

vy A Hae 0L gl Gatas da 5y S A aCl gt 1S
55 Gl o a5 e 4G el Saaenll LY I T Y g1 1 J sl
L Gl (ol LU 3 gl P 1A e T el G Jslalt 5asT 130
SN e e (f700) Sl el S4B JoUl) s Ko o L) elis
ot 03— [V S Sl (e J o D de geme e lede Gl
S s o gl L 4G WY sl SWY 1 G Y s

o sl S\ Cé.s 3 Y s lalt

&0 M LAY e (T) Rl 5l dm Ll ol 1285 CaJUT) sls Y
L]_jl-ﬂ-[.l J_:;-.ﬂ.h- .4.”:- (_3 JEJ.:;"_} ?J.-Lm A ;.:_}L.L*..d JUJ...........” Q_’ﬁ‘j * J‘}SJ:\.U E.L..Ji
* :'*;‘lﬁ“ LL'& S ﬁ‘u.x:.:_a U4 _;-:SJT &

DAt il s

SIS Y bl A T3 (VW) e E1 58 G Gl el 055

la_a d“‘""’"l_r“" \.@:L.»fi d {:_,.a.J L{bﬂ sl Ll sam 8 L@.:” )L.:":U L.é}.:ﬁ‘ oy
a5l ot o sh | oMo g o Jslilly &g Gy o e (3 eVl i
(VY) e LBV 5 5 ot gl ot 50 3 a1y Sblesdl 5455
4 Ef,_,fﬂ‘ ‘i,..g,____..«;




Vo F | VAV B gl YA G () w8 VY sl — e il

— L

. Fr—— ST

(vit) kuxcess, if any, of the valuc of Cost Recovery Crude Ol
taken and separately disposed of by CONTRAGT.OR over
costs recovered for the quarter.

2. Payments :

If such statement shows an amount due EGPC, payment
of that amount shall be made in U.S. Dollars by CONTRAC-
TOR with the rendition of such statement. If CONTRAC-
TOR fails to make any such payment to EGPC on the date When
such payment is due, then CONTRACTOR shall pay an inte-
regt of 2.5% higher than the London Interbank Borrowing Offe-

red Rate (LIBOR) for three {3) months U.S. dollars deposits

prevailing on the date such interest is calculated. Such interest
payment shall not be recoverable.

3. Seftlement of Excess Cost Recovery (rude Ol

EGPC having the right to take its enuilement of excess
Cast Recovery Crude Q.1 under Article VII sub-paragraph (a)
of |the Agreement, in kind during the said Quarter. A settle-
madnt shall be required with the renditior. of such statements in
cade Contractor has taken more thau its own cntitlement of

sudh excess.
4. Audit Right

FEGPC shall have a period of twelve (12) months from
receipt of any statement under this Arcticle IV in which to
audit and raise objection to any such statement. EGPG and
CONTRACTOR shall agree on anv requured adjustments.
Supporting documents and accounts will bc available to EGPC
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ARTICLE V

CONTROL AND MAJOR ACLCOUNTS
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1. Exploration Obligation Control Accounts
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CONTRACTOR will establish an Expioration Obhgation
Cbntrol Account and an offsetting contra account to control

tHerein the total amount of Exploration Expenditures reported
on Statements of Activity prepared per Article 1.2. A hereot,

lass any reductions agreed to by EGPC and CONTRACTOR
fdllowing written exceptions taken by a Non-Operator pursuant

td Article 1. 3. A hereol. In order to deterinine whenl minimuny:
Fixploration Obligation have been met.

9. (ost Recovery Control Account

Contractor will establish a Cost Recovery Control Account

ahd an offsetting contra account to couti¢l therein the amount
of cost remaining to be recovered, if any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude Oni,
if any.

3. Major Accounts

e msien e yer—ral ¥ P ©

For the purpose of classifying costs, €Xpenscs and expen-
ditures for cost recovery as well as for the pnrpose of establish-

ipg when the Exploraticn Obligation has been met, costs, ex-.
denses and expenditures shall be recorded in major accounts

including the following :

Exploraticn Expenditures
Development Expenditures cther than Operating Expenses

Operating lxpenses ;

Necessary sub-accounts ¢hall D2 used.

Revenue accounts shall BDe mafaained by CONTRACTOR 1o
the elktent necessary for the control of recovery of costs and the
treatment of Cost Recovery Crude Oil.
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