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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
MEDOIL-MEDITERRANEAN OIL AND

GAS COMPANY LIMITED
IN

MATRUH ONSHORE ARK£A

WESTERN DESERT OF EGYPT

This agreement made anc 2ntered. on this Eighteenth day
of July, 1982, by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to varicusly as “A.R.E. or as the
“GOVERNMENT"), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1938
as amended (hereinafter referred to as “EGPC”) and MEDOIL.-
MEDITERRANEAN OIL AND GAS COMPANY LIMITED

a company organized and existing under the laws of - LIBERTA

(hereinafter referred to variouslv as MEDOITL or as “CONTRAC-
TOR™). (



nm«....._,n,. m._a( 6}7\' :A,Ji__i?.;_._;\ 3 ! A

s Lede y azia a2l u.'l-:— "_,a.._*:..:-..'aj .._..-'.:- SAAL A2 ‘C:_-}“ ! >

-

N Tl P _{\ aL...:'_:-"- ;T."-"i 1:1_::_-_5? L;" (t_é M:L“-'_f d:"""“'::j JjJ‘:J\

S5 (o) g d g B s () gt & Baodly G

lL.__..;.:!.C- u.‘-"j.....‘:‘_...!-l L.J I....JL’ -.......‘.'»\t...: ,_J,L‘?-— :.~.. U\,JHJ\'—:’AJ' C_,._.a-j!

ub\; 4.1...;.:5'_3 L:_g_;._“ - s.f'...z.:ﬂ ‘_:L«:..-‘-b ......:3.-.:\..»3‘3_5 EWEIV-E ul-’ L¢.-.-

* DJJJ-LLI ‘\M.:ll d

RN R TONROVN = [ VI SR S P S L oty

- - ‘u . a =T L ;‘, ‘: Y ' i
\Qon Ad AN By s Al plet oz s ot a0y D $1 Ems
[

+ () 9 f*',"l_'-‘) ;J*:a.:’-_lll d '43‘}..::.-‘
s ol aa b e GV aas GI LT et s el

(J:Kﬂ sl )

Gats B idaadly o aodl Il Ll s 7 sty (1)

—
4 3-\_&:'.’_{-1 LU‘_:_.U_E L»L'm‘ f:-_..:t' {j 53 Bk ..” ?- T‘ TL;_:,T .3 Lh_'..;',j

?l_:;"'—:--"\j L.J}E _J-._:-?'-'s-j :......u.Lj_-‘-..‘l __;cn-.n_.i d.l.:a-___:..” :L";'W .__,E_-_,..j

L - -~

iy



4 VAL e sl A B (a) 1Y ol o el B

il =S  ——

WITNESSETH

WHEREAS, all minerals including petroleum, existing in mianes
and quarries in AR.E., includmng the territorial waters, and 1 he
sea hed subject to its jurisdiction and extrnding bevond the terri-

torial waters, are the property of the State, and

WHERFEAS, EGPC has applied for an exclusive concession or
the exploration and cxploitation of petroicum in and  throughout
the area referred to in Article 11, and described m Annex “A” and
shown approximately on “B” «which are attached hereto and mace

part hereof; and

WHERFEAS, MEDOIL Agrees to ‘undertake its obligatons
provided hereinafter asa CONIRA CTOR with respect to the expio-

ration, development and production of perroleum in said Area: and

WHEREAS, the GOVERNMENT lesires hereby to grant such
CONCESSION; and

WHEREAS, the Mimster of Petrolenun pursuant to the pro-
visions of Law No. 86 of 1956, m2« enter mnto cONCEssIonN agreement

with EGPC and with MEDOIL as a Contractor, in the Area as
described in Annexes “A” and “B”. - '

NOW, Therefcre, the parties hereto agres as follows

ARTICLE 1

DEFINITIONS

la) “Exploration” shall include such geological, geophysical, aerial
and other survevs as mayv be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes straticraphic tests, holes for the discovery of Petroleumn «r
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the apprasal of Petroleum discoveries and other related holes and
wells, and the purchase or acquistion of such supplies, maternals
and equipment therefore, all as may be contained in the appro-

ved Work Programs and Budgets. The verb “explore” means

the act of conducting exploration.

(6) “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 :

() the drilling, plugging, deepening, side tracking; redrilling
completg, equipping of development wells, the changing
of the status of a well from oil well to water well and vice
versa and

h{z’z’) 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 projects, and

(t2f) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and

fc} “Petroleum” means liquid crude oil of various densities.
asphalt, gas, casinghead gas and all other hvdrocarbon subs-

tances tl-at may be found in. and produced. or otherwise obtai-
ned and saved from the area under this Agreement, and all

substances that may be extracted therefrom.
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“Liguid Crude Gil” or "Crude Oi” or "Oil” mean. am

(f) “L:
rocarbon produced from the Area which is In a liquid state
we wellhead or lease separaior: or which is extracted ifrom
such term mciude: dis

the gas or casinghead gas in a piant

fiillate and condensate.
asseciated, and

is paturai cas both associated a2nd non
produced frent zav well in the

therem.  Said e

S .
--‘....-.-.-.

€ TGas”
ad of 1ts constituent elem

~rea and all nonhwvdrocarion sussiancds
de residual gas.

I -I'll'"i- --r

shal]l inclu
shail consist of forvv-two (47 Unized States galions.

(f* A “barrel” s
liquid measure, corrected to a temperature of sixty degrees (60

IFahrenheit.
TeOL 01(:

wetl i anv
than hlrty

‘v FCommercicd Well” menns the first
feature which after testing for a period of not more

(30) consecutive days where practical. but in any event m
accordance with sound and accepted industrv production prac-
tices, and verified bv EGPC. is found to be capabie of produ-

cing at the average rate of not less than two thousand /2.000
The date of discovery of a

barrels of oil per day (BOPD’S
Commercial Well™ is the date on which such well 1s ccmlple-

ted and tested according to the above

A RE.” mewns ARAB REPUBLIC OF EGYPT.
text of w

“Tffective Date” means the date on which the
agreement is signed by the GOVERNMENT. EGPC ana

CONTRACTOR after the relevant law s issued.

(k)

1)
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7) “Year” or “Calendar Year®” means a pericd of wyelve (12

l
/

monihs according to the Gregorian Calendar.

(k) “Financial Year” means the GOVERNMENT's financial vear
- according to the Laws and regulations of the A.R.E. |
(/) “Tax Year” means the period of twelve (12) months according

to the Laws and regulations of the A.RE.

(m) An “Affiliated Company” means a company :

(}  The share capital, conferring a majority of votes ar sto-
ckholders’ meetings of such company, of which is owned

directly or indirectly bv a party hereto;

(#) Which ig the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’s meeting of
a party hereto; or '

(111) Whose share capital conferring a majority of votes ar
stockholders’ meetings of such company and the share
capital conferring a majority of votes of stockholders

meetings of a partv hereto are owned directly or indirectly
by the same company.

(n) Exploraton Block shall mean an area. the corner points of which
have to be coinciden: with 676" latitude and longizude divis-
lons; according to the International Grid Svstem where possible

or with the existing boundaries of The Area covered by this

Concession Agreement as set out in Amex “A”.
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.0, Development Block shall mean an area, the corner poinss of
which have to be coincident with 1”X1’ latitude and longitude
divisions according to the International Grid Svstern where
possible or with the exisung boundaries of The Area covered
by this Concession Agreement as set out in Annex “A”.

(#) Development Lease {s) shall mean all or part of Development
block or blocks covering the geological structure capable of pro-
duction, the corner points of which have to be coincident with
[’X1” latitude and longitude divisions according to the Inter-
national Grid System where possible or with the existing boun-
daries of the Area covered by this Concession Agreement 2s set
out in Annex “A”.

ARTICLE II
ANNEXES TO THE AGREEMENT

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

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

1 : 1,000,000 indicating the Area covered and affected bv this Agree-
ment and described in Annex “A”.

- Annex “C” is the form of a Letter of Guarantv to be issusd
by the National Bank of Egypt Cairo. Eqvpt. and to be submitted

by CONTRACTOR one day before the time of signature bv the
Minister of Petroleum of this Agreement, for the sum of eight (8)
million U.S. dollars gquaranteeing the executiorn of CONTRACTOR's

minimum exploration obligations hercunder for the first three '3
vear exploration period. Such cuarantv shall remain effectiye for
six /6) months after the end of the said three (3) vear period except
as It mav be released prior to that time in accordance with the ferms

thereof.
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Annex “D” is the form of a Charter of the operating company
w6 be formed as provided for in Article VI hereof.

Annex “E” is the Accounting Procedure.

Annexes “A”, “B”, “C”, “D” and “E” to thus Agrcement are
hereby made part hereof, and they shall be c_onsidcrcd as having
equal force and effect with the provisions of this Agreement. '

ARTICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONT.RAC:-
TOR subject to the terms, covenants and conditions set out 1 this
Agreement, which insofar as they are conftrary Tt oI Inconsistertt
with anv provisions of Law No. 66 of 1933, as amended, shall have
the force of law, an exclusive concession in and to the Area descri-

bed in Annexes “A” and “B’.

(@) The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royalty m cash or in kind of Ten (10} percent cf
the total auantity ¢f petroleum produced and saved from the
Area during the development period including renewal. Said
royalty shall be borne and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of rovalties

by EGPC shall not he deemed to result in income attributable
to the CONTRACTOR.

(b) An initial exploration period of three (3) vears shall start from
the Effective Date. Two successive extentions to the initial ex-
ploration period of one and half (1.5} vear each shall be granted
to CONTRACTOR as its option upon thirtv davs prior written
nouce to EGPC and subject nnly to its having fulfilled its obli-
gations hereunder for the preceeding period. The Agreément
shall be terminated if no Commercial Discoverv is established
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by the end of the sixth (6th vear of the expolation-period. How-
ever, such period mav be extended at CONTRACTOR s opticn
for up to six months to enable the completion of drilling and
testing of any well actuallv driling or testing ar the end of th-
sixth 6th. year exploration pericd, but shall tiot exceed this
period by more than six months. The Elec - EGPC 1w
undertake a sole risk venture under paragravh (¢’ immediatel
hereafter shall not extend the exploration perind nor affect wn

termination of the Agreemen: as to CONTRAOTOR.

“Commercial Discoverv™ Alter dliscoveiv of a commercial We!
CONTRACTOR shall undert ake, as part of its Explorauon
program the appraisai of the discovery by drilling one or mer
additional wells, to determine whether such discovery is wortv
of being develeped commerciallv, taking into consideration the
recoverable rescites,. preducticin: pipeiine and terminal facilizi=s
required, estimated crude oil prices, and all other relevart
technical and economic factors.

A Cemmercial Discovery may consist of one producing ra-
servoir or a greup of producing reservoirs which after appraisal
is worthv of bemg developed commercially, CONTRACTOR
shall oive notice of a Cemmercizl Discovery to EGPC immedia-
tely after the discovery is considered by CONTRACTOR to be
worthv of commercial development but in no event later than the
completion of the second exploration apprasal well, or tweivs

(12) months following the date ot the discovery of the Cemmer:-



-

TR - l—

e T I

il

ol Y e e ke OF e Ll Gt el 5,5

Sl A g ol 6T ST 6N Tl (g el LS

-

AV Gl sl oed Lede 5l LY 5T I
Ba 45_,4--«-3-1 _31 C}A-CA gi a;ES 1.3:':-} O ._;Lf Y c:U_}J :'.‘.Jlf":“

oo gy sVl A3l aw Cslly &) A
Sams Jo b GV 4 g2l Ll Ll G
1 e g Ll GLESY 2,k 5,C 5 5w LS

o ol BLEST s s o e Jolally Wl G Gilg o

a8 s bolow BLaSt JaiEl) o 2 gl o -.._.L,,._.S'l ;131

A gl Gem 4l ¢ (o =) 5 2l a-&b;j oSl 5, 5 all ‘-lf:.w
Wi 2 s aMel 3ol sall el o (\) sdat o aL eLidi)
sladil da o Soleadt GLESYL  jllsd sliel Jgicll C':*L_"L
OV e bl 15 == A SIRY ,,.-.1_,»;_.:('\,\) Az Al

- ” ,_4 ?-__U Fll_. _S"-_” g_,..i .” d«._.f\S, {f& w2 --.d‘.:.‘ '?"——-J 4 u..-:.:
Lq...J_}........a ‘.g...ﬂ.l.cm\_;_....:ulc ..J‘i-.éu.d.ﬁ- Lg'}‘“ Lj"JJ"“:'J‘
o LI el Jolall b ,lat . Ly (ve) e dm sl Y

» =

clls Lf-:}_gg u‘” s3dsil as i X Ao _}U,.:a-'ﬁ' | =

bt

4 _:d-ﬁb L.-_’a.ﬂ (J—“ _’Liﬁ““ . U.n... "-._-a....-a L,-k” 9-—_:]_:-‘-‘-’-'1 g_..S.—H

T - e -
A -+ % ' - ? l:- ] = o y

.

et o lw () .:::{— N wta_u ey o SN 3
a oM 2L 4l il el 'L_.u.:.i' 4% L 57 LBa W el

. CJLD:: L..-L....S| D 4> a 4..”@- 2 ula_.‘kfl a.kh ‘3 L;,-..l:- ..,_:-g....a:-.....[l
. N S .

LI . b
At ------1 ‘«_-.:\u\” ﬂ-U-‘* (P 4D At~ L,‘:l.‘-!- dﬂ:-:” S A u.!*

v Sadenll el :d_k.r _.;T dL__...._!L



YV \aA) 4L yLa A (pb) YY s o o 1 B 2

s e

e —

cial Well whichever is earlier; except that the CONTRACTOR
shall also have the right to give such notice of Commercial Dis-
covery with respect to anv reservoir or reservolrs even if the well
or wells thereon are not “Commercial” witan the definition of
“Cemmercial Well” if, in its opinion, a reservoir or a group of
reservoirs considered collectively, could_ be worthy of dévelop-

ment.

Following receipt of such notice EGPC and CONTRAC-

TOR shall meet and review all appropriate data with a view
to mutnalls agreeing uren the existence cf a Commercial Dis-

coverv. The date, of Commercial Discovery shall be the cate
EGPC and CONTRACTOR mutuallv agree that a Comme: cial

Discoverv exists.

If Crude Oil is discovered but is not deemed hv CONTRAC-
TOR to be 2 Commercial Discovery under the aborje provisions
of this paragraph /c). EGPC shall one (1) vear after the expira-
tion of the period specified above within which CONTRAC.-
TOR can give notice of Commercial Discovery. or eighteen (18"
months after the completion of a well not considered a “Com-

mercial Well” have the right, following sixty (60) davs notice
m writing to CONTRACTOR. at its sole cost, risk and expense,

to develop, produce and dispese of all Crude Qil from the g2o-
logical feature on which the well has been drilled.  Said notic»
shall state the specific area covering said geological feature to

be deveicped, the wells to be drilled, the production facilities
to be installed and EGPC’s estimated cost thereof. Within

thirty (30" davs after receipt of said notice CONTRACTOR
mav. in writng. elect to develop such area as provided for in

the case of Commercial Discoverv hereunder. In such event alt
terms of this Agreement shall continue to apply to the specified
area.
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If CONTRACTOR elects not to develop such area, tha
specific area covering said geological feature shall be set aside
tor sole risk operations by EvPC, EGPC shall be entited to

pertorm, or in the event Operating Company referred to in

Arucle VI has come into existence, to have Operating (Company
expense. When EGPG has recoveredfrom the Crude Qil pro-

duced from such specific area a quantity of Crude Oil equal
In value to three hundred (300) percent of the cost it has incur-
red i carrying out the sole risk operations, CONTRACTOR
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 bv EGPC. Such one hun-
dred (100} percent pavment shall be recovered bv CONTRAC.

TOR from Cost Recovery Crude Oil in the normal manner for
the recovery of expenses under Article VII (a). Immediately
tollowing such payment the specific area shall either (i} revert
to the status of an ordinary development lease under this Agree-
ment and thereafter shall be operated in accordance with the
terms hereof; or (it} alternatively, in the event that at such tima
EGPC or its affiliated company is conducting all development
operations in the area at its sole expense and EGPC elects o

continue operating, the area shall remain set aside and CON-
TRACTOR shall onlv be entitled tn its rrocuction sharing per-
centage of the Crude Oil as specified 1 Artele VI?

(h} below. The sole risk Crude Oil shal! he valued in tha
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manner provided i Paragraph (c) of Article VII. In the .
event of any termination of this Agreement under the provisions
of paragraph (b) above this Agreement shall, however, continue
to apply to EGPC’s operation of any sole risk venture hereunder,

although such Agreement shall have been terminated with res-
pect to CONTRACTOR pursuant 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 period may be
renewed for an additional period of five (5) years at the option
of GONTRACTOR upon six (6) months prior written notice
to EGPC. Following Commercial Discovery the extent of the
whole area capable of production to be covered by development
lease or leases shall be mutually agreed upon bv EGPC and
CONTRACTOR and be subject to the approval of the Minister
of Petroleum. Such area shall then be converted automaticallv
into a development lease or leases without the issuance of anv

additional legal instrument or permission.

Development operations thereatter shall be started promo-
tv bv Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully, developed.
in the event no commercial production of Petroleum in regular

shipments 1s established in anv. Development Block of the

Development lease within Four vears from the date of the ap-

proval of the Minster of Petroleum referred to hereinabove suck

a Development Block shall immediately be surrendered. ynless

ctherwise agreed upon bv EGPC.
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CONTRACTOR shall bear and pay all the costs and expen-
ses required in carrying out all the operations under this Agree-
ment but such costs and expenses shall not include anv mterest
on investment, and CONTRACTOR shall look only to the
Petroleum to which it is entitled under this Agreement to reco-
ver such costs and expenses. Such costs and expenses shall he
recoverable as provided m Article VII. During the term of
this Agreement and its renewal, the total production achieyed

in the conduct of such operations shall be divided between EGPC

and CONTRACTOR in accordance with the provision of
Article VII.

1. CONTRACTOR shall be subject to the laws in force i
the A.R.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 securitv

tax on mcome and dividends paid with respect to share-

holders (hereinafter referred to as “A.R.E. Income Taxes™

and except as otherwise provided in the Agreement, shall
compiy 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 shareholders as
a result of CONTRACTOR’s activities under this Agree-

ment shall he the responsihility of EGPC.
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It 15 expressly agreed and acknowledged that EGPC’s
share of the volume of crude oil as ‘derermined under
Arucle VII includes a volume of crude oil to meet the
CONTRACTOR’s AR.E. Income Taxes as described
above in this paragraph (f) (1). EGPC agrees that pro-
ceeds from such crude oil volumes will be used to meet
CONTRACTCOR'’s Income Tax linbility in A.R.E. as and
when due.

| S ..:e.l
"

2. For purposes of applving 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 Qil
zacquired by CONTRACTOR pursuant to Article VII,
paragraphs (a) and (b);

LESS

(@) The costs and expenses of CONTRACTOR
which are allowed to be recovered in the Tax

Year under paragraph (a) of Article VII: and

(6) The value, as determined in paragraph (c) of
Article VITI of the excess Cost Recovery Crude
Oil taken and separately disposed of by CON-

TRACTOR pursuant to Article VII, paragraph
(a) (2);

PLUS

(i) An amount equal to CONTRACTOR’s ARE.
Income Taxes. -
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3. EGPC shall assume, pay and discharge, on behalf of CON-
TRACTOR, CONTRACTOR’s A.R.E. Income Taxes
out of the sums received by EGPC from the sale or other

disposition of its share of the Crude Oil.

4. EGPG shall furnish to CONTRACTOR the proper official
receipt evidencing the payment of CONTRACTOR'’s

AR.L. Income Taxes, within sixty (60} days foilowing
the receipt by EGPC of CONTRACTOR tax declaration
for the preceding Tax Year. Such receipts shall be issued
by the proper Tax Authoerities and shall state the amount

and other paruculars custcmary for such receipts.

(&) In calculating its AR.E. Income Taxes, EGPC shall ke en-
titled to deduct rovalties paid by EGPGC to the GOVERN-
MENT and the AR.E. Income Taxes of CONTRACTOR

paid by EGPC cn CONTRACTOR'’s behalf.

ARTICLE IV

WORX PROGRAM AND EXPENDITURES ' RING
EXPT ORATION PERIOD

(@i CONTRACTOR shall commence expioratior onerziions
hereunder not later than six (6) months after the Effective
Date. Not later than the end of the twenty fourth month after
the Effective Date, CONTRACTCR shall start ciplor:ttion
drifling in the Area, with a1 ccmmitment cf drilling two [2)
wells during the initial exploration period. EGPC shall make
availahle for contractors use ail seismic, wells and other,epr'
ration dat2 in EGPC’s nossession with respect to the Area,
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{(b) The inital exploraticn pericd shall be three (3) years. CONT- |
RACTOR may extend this exploratnn period for two {2)

additional periods of one and half (1.5} years each respectively
m accordance with Article TII b, each upon a therty (30) davs
~prior written notice to EGPC subject to its expenditure of irs
minimum exploration obligations for the then current period.
CONTRACTOR shall spend a minimum of eight .3)
mullion LS Doilars on exploration cperaticns and  activides
related thereto during the initial three (3} vear exploration
period, including drilling of two (2) wells. For the first one and
halt (I-5) year period that CONTRACTOR elects to extend
beyond the initial cxplorion perfed CONTRACTOR shall
spend a mivmum of six 6) million US Dollars and for the

second one and half (1.5) years extension period, CONTRAC-
TOR shall spend a minimum of six (6) miilion US Dollars

each of such extension shall also include the drilling of one
{1} well

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial three {3} years
exploration period or during any period thereafter, the excess

may be subtracted from the minimum amount of money reg-

urred to be expended by CONTRACTOR cduring any succee-

ding exploration period or-pericds, as the case may be.

In case CONTRACTOR surrenders its exploration obli-
gation in this Agreements as set forth ahove kefore or at the end
of the third (3rd) year of the initial period, having expended

less than the total sum of eight (8 million US Donllars on ex-
ploration or in the event at the end of the third (3rd) year
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CONTRACTOR has expernded less than sald sum m the Area,
an amount equal to the difference between the said eight {8)

million US Deilars and the amount actuall}f_ sperit on explora-
ticn activities shall hz paid by CONTRACTOR 1o EGPC at

the time of surrenciering or within three (3: months from the

end of the initial exploration pericd, as the case mav be. Any
expenditure deficiency by CONTRACTOR at the end of any
additicnal period for the reasons above-noted shali simulariy,

result in a payment by CONTRACTOR tw EGPC of such

deficiency. Provided this Agreement 1s still in force as to
CONTRACTOR. CONTRACTOR shail e enutled to reco-

ver any such paymenis as exp:oration expenciture m the man-
ner provided for under Article VII in the event of commercial

production.
Without prejudice to Arucie Iil (b), m case no Lommer-
cial Diccovery is established by the end of the sixth (6th) year,

or in case CONTRACTOR surrenders its expioration obliga-
tions under this Agreement prior to such time, EGPC shail not

bear any of aforesaid expenses spent by CONTRACTOR.

¢y At least four (4, moaths pricr to the beginnmyg of each year or

1t such other times as mav mutually be agreed to bv EGPL
and CONTRACTOR. CONTRACTOR snai]l prepare an

FExpleradon Work Pregram and Budzet for the Area :etuing
forth e expioraticn cperations which CONTRACTOR pre
pOses 1o CArTy out Curitg the casuing Mear. During the explo-
ratien pericd, such Werk Program and Budger shall be at least
sufficient to satisfr CONTRACTOR's mmnimum -xpenditure
obligations for the period it covers, taking into account any
credits for exces:s cxpnoaditures by CONTRACTIOR in prior

~vpleration perod.

L
-
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The Exploraten Work Program and Budger shail be
reviewed by a joint ccmmittee to be established by EGPC and
 CONTRACTOR afier the Effective Date of tius Agréement.
This Committee, hereinafter referred to a3 the “Exploration
Advisory Committee”, shall consist of six (0) members, three
(3) of whom shail be appomted b EGPC and three (3; by
CONTRACTOR. The Charman ot the Explorarion Adwvisory
Committee shall be designated by EGPC from among the mem-
bers appointed by it. The Exploration Advisory Committee

shall review and give such advice as it deems appropriate with
respect to the proposed Work Program and Budget. Followiny
review bv the Fxploration Advisory Commitee, CONTRAC-

TOR shall make such revisions as CONTRACTOR deems ap-

propriate and subrmt the Exploration Work Program and Bud-
get to EGPC for its approval, Following such approval. it 1
further agreed that :

(i) CONTRACTOR shall not substantiallv revise or mochiy
said Work Prceram and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC:

(i) Im the event of emergencies involving danger of loss of hives
or property. CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate su-h
danger. Such expenditure shall be considered 1 all res-

pects as exploration expenditure and shall he recovered pur-

cuant to the provisions of Article VIT hercot.

(d) CONTRACTOR shall aclvzinee all necessarv funds for all ma-
terials. equipment, supplies, personnel administration and opera-

tions pursuant to the Exploration Work Program and Budget arcr

EGPC shall not be responsible io bear or repav anv of the afore-

sald costs.
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(¢} CONTRACTOR shall be rcspdnsible for the preparation and

id-ﬁ
-l--u.-.-i"“I

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

‘good industry practices.

Except as is appropriate for the processisg ot data, labora-
torv specialized engineering and development studies thereon, 0
be made in specialised centers outside A.R.E., all geological and
geophysical studies as well as any other studies related to the per-
formance of this Agreement, shail be made in the AR.L. |

CONTRACTOR shall entrust the manzgement ¢i eXpio-
ration operations in the A.R.E. w its technically competent Ge-
neral Manager and Deputy General Manager. 'The names of
such Manager and Deputy General Manazes shall. upon ap-
nointment, be forthwith notified to the GOV ERNMENT 2nd w0
EGPC. The General Manager and, in his absence. the Deputy
General Manager sha!l be entrusted be CONTRAUTOR w1'h
sufficient powers to carrv out immediately all lawful wriften
directions given to them by the GOVERNM ENT or its repre-
sentarive under the terms nf this Agreement. All lawful regnia-
tions issued or hereafter to be issued which are applicable here-
under and not in conflict with this Agreement shall appiv

CONTRACTOR.

CONTRACTOR. shall suppiv EGPC, within thire 30 days

frem the end of each calendar quarter, with a Statement ~f Ev-
bloration Activity showing costs incurred bv CONTRACTOR

durine snch quarter. CONTRACTOR's reccrds and necessary

supperting documents shall b= availahie tor irenecticn by EGPC
at anv time during regular working hours for three (3} menths
from the date of recervino ench Siatement. '

Within the three (3' months from the date of rec#ivig such
Statement. EGPC shal! advise CONTRACTOR in writing if 1t
considers

(1) that the record of costs is not correct;
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i :hat the ccsty of geods or services supplied are oot m hine

with the international market prices for goods or services cf
similar quality supplied on similar terms prevailing at thc
time such gcods or services were supplied, provided hosw-

ever, that purchases made and services performed within
A.R.E. shall be subject to Article XXV ;

(iii' that the condition of the materials furnished bv CON-
RACTOR does not tally with their prices; cr

(iv'  thot the rosts incurred are not reasonakly reguired for

operations.

CONTRACTOR shall confer with EGPC in connection with
the problems thus presented. and parties shall attempt to reach
a settlement which is mutuallyv satisfactory. If within the time
limit of the three (3' months period crovided for i this para-
ecraph, EGPC has not advised CONTRACTOR of its objez-

tion to any statement. such statement shal be cnnziderved a

approved.

If within the time limit of three ‘3Y months EGPC has adwised
contractor of its objections to anv statement then contractor sha!l
confer with EGPC in connection with the problem thus presen-

ted and the parties shall attemnt to reach a final setdment
thereto.

() CONTRACTOR rshail supply all furds necessarv for its opera-

(h)

tions in A.R.E. under this Agreement in freely convertible cur-
rency from abroad. CONTRACTOR shall have the right to
buy Egvptian currency whenever required and the conversicn

shall b= made at the local hanks in the A.R.E. according to the

Official A.R.E. Rate of Exchange.

EGPC is authorized to advance to Contractor the Egyptian cur-
rencv required for the operations under this Agreement against
receiving from Contractor an equivalent amcunt of US Dollars
at such rate cf cxchange, such doilars ¢+ be depositedd in an
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EGPC account abroad with a correspondent bank of the Na-
tional Bank of Egvpt, Cairo, Withdrawals from said acccunt
shall be used for financing EGPC's and its affiliazes foreign cur-
rency requirments in accordance with their approved budgets,
and subject to the approval of the Minister of petroleum.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY :

At the end of the third (3rd} vear after the Effective Date hereof,
CONTRACTOR shall relinquish o the GOVERNMENT a tctal
of twenty fre (25 percent in Exploration Blocks of the oricinal

Area not then converted to a deve:opment lease or leases.

At the end of the four and half 4.3} years after the Effective
Date hereof, CONTRACTOR shall relinquish an additional twenty
five percent in Exploration Blocks of the original Area not then cen-

verted to a development lease or leases.

. Without prejudice to Article III and XXI, 2t the end of the
sixith 6th year of the exnloratinn neriod, CONTRACTOR <hall relin-
cuish the remainder of the original Area: 2% then converted two 2
development lease or leases.

i OLUNTARY :

CONTRACTOR may, voluntarily. during any reriod relinquish
ail or anv part of the Area in Blocks previded that at the time of such
voluntarv relinquishment its financial obligations for exploration
expendature under Article TV paragraph b) have been satisfied or

such period. -
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Any relinquishments hereunder shall be credited toward the

mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPC and CONTRACTOR

shal] mutually agree upon any area to be relinquished thereafrer, ex-
cept for the relinquishment provided for above at the end of the total
exploration period.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCCVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company «which zhal] be called
MATRUH Petroleum Company hereinafter referred to as
MAPETCO or as Cperating Company, 21xpetcc shall be subject
to the laws and reguiations in force in the A.R.E. w0 the
extent that such laws and regulations are not miconsistent with
the provisions of this Agréement or the charter of MAPETCO.
However, MAPETCO shall, for the purpose of this Agreement,

be exempted from the fcllowing laws and regulations as now

or hereafter amended or substituted

— Law No. 135 or 1981 concerning issuing lavw on joint stuck
companies, parmership and limited labiiisw companies as

amended :
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— Law No. 141 of 1963 on Representation of Employees and
Workers on the Boards of Companies;

— Law No. 60 of 1971 on Public Institutions and Fublic Secter
Units;

— Law No. 97 ot 1976 organising dealings in foreign curren-
Cl€s.

— Law No. 48 of 1978 on the staff Reguilations of Public
Companies;

(&} The Charter of MAPETCO 1s hereto attached as Annex “D”
Within thirtv (30) days after the date of Commercial! Discoverv.
the Charter snall take effect and Operating Company shall auto-
matically come Into existence, without any further procedures.

(¢) Ninty (90) days after the date Operating Company comes into
existence in accordance with paragrph (h) above, it shall pre-
pare a development Werk Program and Budget for the rema-
inder of the year in which the ccmmercial Discoverv is made:
and not Later than 4 months before the end of the current
financial year (or such other date as mav be agreed upon) and
4 months preceding the commencement of each succeeding fi-
nancial year thereafter (or such other date as mav be agreed

- upon) Operating Company shall prepare an annual Production
Scheduie. Work Program and Budget for the succeeding fina-
ncial vear. The Production Schedule. Work Program and
Budge shall be submitted to the Board of Directors for approva!
and to be fmally approved bv EGPC.
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{d} Not later than the twentieth (20th) day of each montk, Ope-
ratmg Company shall furnish 0 CONTRACTOR 2 -vritten
estimate 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
estimate shall take into consideration any cash expected to be:
on hand at month end.

Payment for the appropiiate pericd of such month.shail
be made to the correspondent bank designated m paragraph (e)
below on the first dav and fifteenth day respectively, or the
next following business clav, if such cdax is not a business dav.

(= Operaiing Company is autherized to xeep at its own disposal
abroad in an account opened with a correspondent bank of the

~ National Bank of Egypt. Cairo. the foreign funds advanced hv
CONTRACTOR. Withdrawals from said account shall be
used fer payment for goods and services acquired abroad and

tor transferring tc a local bank in the ARE. the required
amount to meet expenditures in Egyptian Pounds, for Operating
Uompany in connection with its activities under this Agresment.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to o appropriaie exchangs
control authorities in the A.R.E. a statement, duly certified by
a recognised firm of auditors. showing the funds credited to
that account, the disbursements made ~ut of that ~ccount and
the balance outstanding at the end of the vear, )

lf'l

‘1 If and for as long durne the neriod of productics operating:

-

there exists 2 SENUMNCE ~C0ss capacity in facilities whic™ can.

not dunag the perind of such evesss be used by the Gnerating

F e ,—I

Company, the Contractor - 2l crnsu’s with 1627 10 fnd o
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mutually agreed formula whereby EGPC may use excess capacity
if it so desires without any unreasonable Financial, or Operat-

ional disadvantage to the Contractor,

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost Recovery Crude Oil :

Subject to the auditung provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration, development, production
and related operations under this Agreement to the extent
and out of forty (40) percent per annum of all Crude Oil

produced and saved from all development leases within the
Area hereunder and not used in petroleum operations.

Such Crude Oil is hereinafier referred to as “Cost Reco-

verv Crude Oil”

Such costs and expenses shall be recovered from Cest
Recovery Crude O1il in the following manner :

(1) All Intangible Drilling Costs including those accumu-
lated prior to the commencement of Initial Commer-
cial Production and all Operating Expenses, incurred
after initial Commercial Production, which for the
purposes of this Agrecment shall mean the date on
which the first regular shipment 1s made. shall be re-
coverable erther in the Tax Year ir which such costs
and expenses are mcurred and paid or the Tax Year
in whirh initial Commercial Production occurs. whi-
chever 15 later date.

(1) Erploration Esxvnenditures incivdine these accumu-
lated prior to the commencement of initial Commer-
cial Production, which for the purpeses of this Agree-
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ment shall mean the date on which the first regular
shipment is made, shall be recoverable at the rate of
twenty five (20} percent per annum starting either m
the Tax Year m which such expenditures are incurred
and paid or the Tax Year in which initial Commercial
Production commences, whichever 1s later date.

i - Development Expenditures, incuding those accumu-
lated prior to the commencement of initial Commer-
cial Production shall be recoverable at the rate of
twenty five (257 percent per annum starting in the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which mitial Commer-
cial Production commences, whichever Is the later
date. '

‘v To the exient that, in a Tax Year, cecsts, expenses or
sxnenditures recoverable per paragraphs (1), /o) and
‘iil)- preceeding exceed the value of all Cost Recovery
Crude Cil for such Tax Year. the excess shall be
carried forward for recovery in the next succeeding
Tax Year or Years unul fully recovered, but 1 no

case after the zermination of the Agreement, as to
CONTRACTOR.

'vi For the purpose of determining the classification of

all costs, exnenses and expancitures for their recovery,

the following terms shall apply

!, “Exploraticn Expendirures” shall mean all costs
and expenses for Exploration.

3. “Develonment Expenditures™ shall mean all costs
and expenses for development with the excenuon
of operating expenses. |

3. “Operating Expenses” :hail mean zll costs, expen-
ses and expenditures made after initial Commer-
cial Production, which costs, expezses and cxpen
ditures are not normally depreciable.
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However, operating expenses shall include work
over, repair and maintenance of assets but shall
not inciude any of the following : side tracking,
redriling and changing of the status of a well
tfrom otl well to water well and vice versa, repla-
cement of assets or a part of an aSseL, major over-
hauling that extends the life of the asset, additions

improvement and renewals.

“Intangible Drilling Costs™ shall mean all expet
ditures incurred during “Exploration” and “Deve-
lupment” for well drilling and completing operit-
rtons related o items which themselves do not hav -
2 dalvage Value, as for example, labour, geoio-
gical design, enginecring and other technical assi-
stance, supervision. amounts paid to drilling and
contractors, material and equipment consumed ov
lost, pcrforat'mg, formation testing, cementing,

well logging and transportation.

in

v1) It is understood and agreed upon that the recovery ot
costs and expenses as based upon the rates referred
ahove shall be allocated to each quarter proporiiona-
tely (one fourth to each quarter!. However. anv re-
coverable costs and expenses not recovered in one quar-
tar, as thus allocated, shall be carried forward for re-

covery In next quarter.

" CONTRACTOR shall each year take and separatelv dis-
pose ot all Cost Recovery Crude Oil produced, except as
pE‘DVidfC{ifﬂ sun paragraph {al {3' beiow of this Ar:icls
V11, plus its share of the balance of the Crude Oil as stipri-
lated in paragraph (b" below of this Article VI to the
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extent that the value of the Cost Recovery Crude Oil (as
determined in sub-paragraph (c) below) exceeds the actual
recoverable costs and expendiwures including any ca:rrv for-
ward from paragraph (a) (1) (iv) above, then EGPC and
CONTRACTOR shall share all the Excess Cost Recovery

Crude Oil 1n the same percentages as set forth below in
this arucle VII (b} hereunder.

e e

) Pmﬂ'ucnon Sharing :

The remawming sixty (60) percent of the Crude Oil shall
be taken and disposed of separatelv by EGPC and CONT-
RACTOR according to the following incremental scale :

Agreement and not used in Petroleum TOR Share

operations barrels per day. ;
i ”l} : Uf]

Crude Gil produced and saved under this | EGPC Share ; CONTRAC-
|

el

el = —

r—— e ———— T —

Seventy five ,' Twenty five
(73) Percent (25) Percent
il
With respect to the p[DdlthllDll segrmnent 'Sew.’:nty_swen 'l Twenty two
25,000 — 50,000 (BOPD) (Quarteriy aver- fand half (77.5)[and half (22.5)

With respect to the production Segment
0 — 25,000 (BOPD) (Quarterly average})

age). perccnt percent.
With respect to. the production segment , Eighty (80); twenty (20)
50,000 — 75.000 (BOPD) (Qua.rterlv aver- | percent percent
age), .

With respect o tiie produciion Segmest E;ghty iwo and| seventeen and

73,000 — 100.000 (BOPD) (Quarterlv half (82.5) | Hhalf (17.5)
average). | percent percani

VWith respect o producuon SC“I‘H&HE .1- Elgh{y Sye fifteen (15}
above 100,000 (BOPD) (Quarterly aver- | (85) percent percent

age). |

e S A o S . S A .
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C. (1)

(2)

It is the intent of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for Crude O.. For the purpose of evaluatng the
prevailing market value of the quantty of Cost Recovery
Crude Oil to which CONTRACTOR is enutled hereunder
during each calendar semester, the weighted average price
realized for comparable quantities on comparable credit
terms In freetv convertible currency from F.O.B. poini of

export sales to non-affiliated ccmpanies durmg such semn-

ester at armslength by either EGPC or CONTRACTOR
under all Crude Oil sales contracts currently in effecf, but
excluding crude oil spot sales not consisient with prevauing
market prices for similar Crude Oil and also excluding
Crude Oil sales contracts invo'ving barter, whichever is
higher, shal! be used. It is understocd that in the case of
C.I.F. sales. appropriate ceductions shall be made ilor
cransport and insurance charges to calculate the F.O.B.
point of export price ; and always taking mnto account the
appropriate adjustment for quality of crude oil, freignt

advantage or disadvantage of port of loading and other

appropriate adjustments.  Neverthless, if CONTRAC-

"TOR considers the value of the Cest Recovery Crude

0Oil so determrned not to reflect the market Conditions
prevailing during the calendar semester, CONTRACTOR

and EGPC shall meet and mutually agree upon the price.

If during any calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Oil sales cont-
racts currently in effect. EGPC and CONTRACTOR shail

meet and mutuallv agree upon the price of Crude Ol to
be used in determinung the value mentioned in sub-para-

graph (c) (1) above. Pending such mutual agreement the
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pnce used shali be the last price deicrmined pursuant o

£

sub-paragraph (c) {1; or under this sub-paragraph /c} (2!
whichever is later. and appropriate adjusiment will he
made thereto after determination of a mutually acrees
price by EGPC and CONTRACTOR. |

L

{d}  Operatmg Cempany shall prepere (not less then niners /90;
days prior to the beginning of each calendar semester follmwing
reguiar producticn apd furnmish m writing to CONTRACTOR
a, EGPC a forecast setang out the tetal quantity of petrolcum

that Operating Company estimates can be produced, saved and
T.ran.Spomd nerender dunneg such calendar semester in accor-
dance with good oil indusiy practices.  Operatine Company
shall endeavour to produce each calendar semestrer the forecast
quantity. The Crude Onf shall be run to storage tanks consirne-
fed, manramed and operated according to Government Regu-
lattons, by Opcrating Company in which said Crude Oil shall
be metered or otherwise measured for rovalty, and the other

nurposes required by tlns Agreement.

{(y CONTRACTOR shall have the nght and the obhgation to
separatcly take and dispose of currently all of the Grude Oui to
which it is entitled as is determined in accordance -vith sub-
paragraphs (a2} and (b) of this Article. Subject to puyment of
sums due EGPC under Ariicles VII (a) (2) and 12X CONTRAC-
TOR shzll have the right to reta’ : abroad all funds acquured
by it abroad including the proceeds from the sale of its share

of Crude O1il exported.

(/Y At a reasonable time prior ;o the commencerent of Commer-
dal Producton EGPC and CONTRAGIOR shali meet and
agree upcn a procedure for scheduling tanker liftings from the

agreed upon point of export.



\SAY A _}f_L YA & ( C:L‘:) VY >l 4o Ji o ol

(ml_.Jl sl )
J N 5

JJL_;:.U Le}:ua ek Jas Q;n ._1}_,5;1 i D :t_,,,u e (1‘)

Ca_} MLJ' 3ol U.a‘,..._J ln.aj .Jl.} Ud:ls b-l...:-‘ﬁ...g.l

| i)

il e LAl 4,2y 4 | J o LTa LIS Jal E¥s
MQI‘*L:»J}LL“ Lg..s.}f‘.a U"'“ 4._._“4.11.964-.-4“ UH
o Yo Ca_. L._;;l ul.n.;'\j'l £l | dJ\a- TMLJI sl Uaj_g.[

2l SULL AW s a5 o1 Al kb Ll o 5D
‘um_.up_)(}fﬁ@uﬂb (v )ud'}{:u.ﬂd,;ﬁiljwl
R R my 5elT Camn pat ._,}._-;_,d » sl 4 gl
colilly ayl O 0 Bdad SAas L3UFY i S A b (<)
Cieal i .-.'-;!-...UG el 313 G L A5 JJ_JIJ
ol E b G~ ddhia gl OF eug_ll(\\ ‘
SVlsde o pads SLLAL SN D3, B 5,00 S
Lealash W1 J o081 oda (3 La.-a...s Y, tail

l; L_mﬂ

(i**i )Lfll-"’__;_}—'-*-’d‘d{ J:UJ-&.‘\:’: {*&)‘

---"-..-..hH —L-IJ:ILI Ll...rd’ J;L‘f' j‘ _"":"""u1

S LR PR L VIR IS B IR I LI EPR |



1 e V& AN & J:*_'Ln YA (_;3' (C)B') YY 3l

Fa—

(a)

— P i i S w—

ARTICLE VIII

TITLE TO ASSETS

EGPGC shall become the owner of all assets acquired and owned
by CONTRACTOR in connection with the operations carried
out by CONTRACCTOR or Operating Company in accordance
with the following : -

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

(2; Tide to fixed and movable assets shall be transrerred
automatically from CONTRACTOR to EGPC as they
pecome subject to recovery mn accordance with the pro-
visions of Article VII ; however, the full title to fixed and
movable assets shall be transferred automatically irom
CONTRACTOR to EGPC at the end of the vear winen
its total cost has been recovered by CONTRACTOR in
accorcdance with the provisions of Article V11, or at tie
time of termination of the Agreement, whichever first
OCCurs.

The Book Value of the Assets ereated durmg each calendar
quarter shall be commuanicated bv CONTRACGTOR to EGPC

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

During the term of this Ag'reement and the renewal penod

" BGPC. CONTRACTOR and Operating Company are entitled

to the full use of all fixed and movable assets in connection
with operations hereunder in (1) the Area and (2) any other

‘area approved by EGPC and CONTRACTOR and proper

accounting adjustment shall be made. CONTRACTOR 2nd
EGPG shall not dispose of the same exeept with agreement of '

the other.

CONTRACTOR may freely import into A.R.E., use therein
and freelv export at the end of such use machinery and equip-
ment which 1t either rents or leases in accordance with good

industry practices.
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ARTICLE IX
BONUSES

(@) CONTRACTOR shall pay to EGPC as a dignature Bonus the
sum of five hundred thousand (500,0007 U.S. Dollars on the

Effective Date.

CONTRACTOR shall also pay to EGPC the sum of five
hundred thousand (500,000} U.S. Dollars on the first day of the first
extension period.

CONTRACTOR shali also pay to EGPC the sum of one
million (1,000,000) U.S. Dollars on the first day of the second

extension period.

(h) CONTRACTOR shall pay to EGPC :
the sum of two miidion (2,600,000) U.S. Dollars as a Produc-
tion Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) barrels per day for a period

of thirty (30) consecutive producing days. Pavment will e
made withun fifteen (15) days thereafter,

(¢) CONTRACTOR shall alsoc pay to EGPC the additional sum
of four million (4,000,000) U.S. Dollars as 2 Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (1,000,000) barrels per day for a period |
of thirty (30} consecutive producing dayvs. Payment will be

made within fifteen (15) davs thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum
of six million (6,000,000) TU.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
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ot one hundred and fifty thousand (150,000} barrels per day
tor a period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15} days thereafter.

(¢) Both aforesaid Signature and Production Bonuses shall in no
event be recovered nor amortized bv CONTRACTOR. .

(fi In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT (¢) hereina-
bove, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRACTOR
exercises 1ts option to share in such producdon, and only from
the miual date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICL

CONTRACTOR shall maintain an office in A.R.E. at which
notices shall be validly served.

The General Manager and Deputy Generai Manager shall be
cntrusted by CONTRACTOR with sufiicient power t carry out
immediateiy all local written directions given to him bv. the
GOVERNMENT -or its representatives under the terms of this
Agreement. All lawful regulation: issued or hereafter to be issued
which are applicable nereunder and nort in conflict with this Agrze-
ment shall apply to the duties and activities or the General Manager
and Deputy General Manager.

All marters and notices shall be deemed to be vaiidly serve:
which are left at the oifice of the General Manager or which are
sent to him by regisrered mail to CONTRACTOR s office in A.R.T
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All matters and notices shail be deemed to be validly servec
which are left at the ofiice ot the Chairman of EGPC or which are
sent to him by registered mail at EGPU's main office in Cairo,

ARTICLE XI

SAVING Or PETROLEUM AND PREVENTION
OF LOSS -

(a) Operating Company shall take ail proper measures, according
to generally accepted methods in use mn the o industry to pre-
vent loss or waste of peirolcum ahove ur under the ground in
any form during drilling, producing, gathering and distributing

- or storage operations, The GOVERNMENT has the right to
prevent any operation on anv well thar it might reasonabiy
expect would result in loss or damage o the well or the ol

fleld.

(b) Upon completicn of the drilling of productive well, Operating
Company shall inform the GOVERNMENT or its representat
tive of the time when the well will be tested and the produc-

tion rate ascertained.

(¢) Except in instances where multiple producing tormations mn
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 GOVERN-

MENT or its representative.
(d) Operating Company shall record data regarding the quantities

of petroleum and water produced monthly from each develoo-
ment lease. Such data shall be sent 10 the GOVERNMENT

or its representative on the special forms provided for that pur-
pose within thirty (30} davs after it is obtained. Daily or
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weekly statistics regarding the prociuction irom the Area shall
be availaile at all reasonable times for examination by authot:

zed representatives of the GOVERNMENT.

~ (¢] Daily drilling records and the graphic logs cf wells must shéw,
the quantity and tvpe of cement and the amount of any other
materials used in the well for the purposc of proteciuing peio-

Jeum, gas bearing or fresh sater strata.

Any substantial change of mechanical conditions of the well
after its completion should be subject to the approval or the repre-
sentative of the GOVERNMENT.

ARTICLE XI1
CUSTOMS EXEMPTIONS

(2) EGPC, CONTRACTOR Operating Company and their foreign
Contractors anc  sub-contractors engaged in carrving on
operations under this Agresment shall be nermitted to Impoyt

and shall Be exempted from custom duties, with respect to the
importation of machinery, equipment, vehicles, materials, sup-
plies, consurnable items, foodstuffs and movable property when
certified by responsible representative of EGPC, to be used solelr
in carrying on operations under this Agreement. "

() Each exparriate emplovee of CONTRACTOR and Operating
Company and the said contractors and cub-contractors <hall b
permitted to import and shall be exempt from all custom duties
with respect to the reasonable importar:en nf household goodk.

consumable items. foodstuffs fwithin the limits approved by
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(c)

Ministry of Petroleum; and personal effects including one
automobile provided, however, that such properties are Unportec
for the sole use of the emplovee and his family and provided fus-

ther, that no such property imported by the emplov ee shall be
resold by him in the A.R.E, except in accordance with GOVE-
RNMENT regulations.

The exemption provided in (& of this Article shall not 8.14%31‘, to
any imported items when EGPC considers and shows that items
of the same or substanually the same kind and qualitv are manu-
factured locally and are available for purchase and timelv de-
hivery in the AR.E. at a price not higher than ten (10} percent
more than the cost of the imported irem before customs duties,
but arter transp.ortatioh and insurance cosis have heen added.

Without prejudice to Article VIII, any of the items imported
mto the A.R.E. either exempt or nor-exemnt from  custom
duties, taxes or imposts under this Arzicle may be exported bv
the importing party at any time without the pavment of any
expdr‘c duty, or impost.

Used but serviceable material, equipmen: and goed resulting
from operations hereunder may be scid within the A.R.E. pro-
vided that the purchasers pav the applicable custom dutiss,
taxes or imposts, if anv, except if uold to EGPC or an affiliated

company of EGPC.

Material, equipment and goods so damaged or used as to be non-
serviceable and which are cdassfied bv CONTRACTOR er
Operatng Company as scrap or junk ‘anv such CONTRAC-
TOR’s appraisal being subject to EGPC approval and anv suck
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Operating Company’s appraisal bemg subject to EGPC and
(;ONT RACTOR approval) may be sold as scrap or junk with-

out payment of custom duties, taxes or imposts.

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

CONTRACTOR shall be entitled to rexmbursement of its :in-

recovered cost, if any, in such material or equipment and the
excess, if any, shall be paid to EGPC.

(k) “Customs Duties”, as used herein, shall include all duties : taxes
or mposts (except those charges paid to the GOVERNMENT
ror actual services rendered), which are pavable as a result of
the importation of the item or items under consideratior.

7} 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 in respect of the
export of Petroleum hereunder.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING
AND PAYMENTS

{a) EGPC, CONTRACTOR and Operating Company shall each

maintain at their business offices in the A.R.E. books of account:

in accordance with the Accounting Procedure in Annex “E°

and accepted accounting practices generally used in the petro-
leum industry, and such other books and records as mav be ne-

cessarv to show the work performed under this Agreement, in-
cluding the amount and value of all petroleum produced ard
saved hereunder. CONTRACTOR and Operating Companv



SO I e R e

[ “m

.:.-\_';..E ok > u.a._:JLC‘ Ba .:J___'.‘......i f.: w o ,_.;__-;-u.L\ '

e

'

EYS W Lf; L;;Ln.w_..a‘ 4.:-.&'}-5‘-9' 3 « 4:3_,&2“ r__,m_;‘ )); L,L'-_—-‘:-:" (C)
US| R P T U { S TP R WP SE ;.-__,,__.._..,_;s 2§ aswyl

o e (1 -

* ‘.}j_cz ‘i F-i {i ﬂj 3 .-..'L“ .'}i ( ,,_.._.__..,.._: ﬁ;i.}li

b “ ¢ beoo
_,j_;_“ Dt S L L‘; H...a t,'f.-""ii _g'fif,:_a.!i_g leL..JJ ":-3";. ..:)
sl e ad 5 e S GWYE eds §

- — - 4 - -3 ' (=3 A

il g A e 2 oedbe 213 gb ol Uit el sy g

(32 U UL )
;h_L.!: d;_._....\p-_“ — n._;‘JL.:J‘ ..TE.‘)_

Sy ALl ol a5l «f_.n. Jalally &gl a5 5 g m
j.al._zll sl &, U5, ofemer : Lale h_.JLCA 3 uLL..,.
Jsaslly 4l ot ;,L. o Giss (&) Gl u«-ll
Lg.__:,.‘)l JE-L”C‘J—....MQ«UJu- Jo 2l &by 4 Ul U
umm o (paie Jlet o diy b e 2530 Sin
A paio 4 Ldmells el Js 2 :.}5 Lts 4t D 4 L

.



1AL & b YA G (a0 ) VY 2 — s S S Al YA

1.:}:-'{?'-..-'_’ _;G.’ﬁ ;_.:l:_.l.a.ajb o i :5‘;:”_9 JjLELI Cﬂ.....q..:‘_, ' ::3‘4.;\4
SV I Ol Yea ol gt Wb Ll Ll
‘ua.(aau \.) ...}-..-l L.J\-»-Lb-'jb eIl 45J._” (*J.m_j + Lﬁf‘y?‘ sdeeld
2 ol Loy &uﬁu iy OB sda iy o ;;sw'm
2 LQ:\F 5\ r\.a“ _i-\l‘ g_:.fb a TLJ‘ i-\li PR C;-’i.—? Lile ol -
(\"’t) CJE&:'{;' Jj&o‘- l.g.t.w _;i :-a_,i?_ﬁ rl-_u-_e A CLU.'.‘I d U_;'rj.::-.-ﬂ T

o O sda 4k gl 58l SLg s g
JL.._.-) ;.__:}\.z..«.“_g RERT Y L& n..-- s T aJJf-LU ;..JbL_..::.* :'E:: (l._‘,..'ﬁ)*u
1JL.11 a ‘:L_.:.:.”a* CL 1YI ;_JL..—S':.J L*L.\ 4:..‘_0 dju‘l‘ .=- LY (_?..)
uf__a.:qJUiuu R DR (g RO I PIFS y_;,yd_

UJ.AJI L_JL-I-A-'Jl L;AWUlﬂd.‘_..Jl(-rLL LJQQJL.& 41 WJWLJ
‘ 4:3@&‘ .b-Uh D g

sl J;T “_-1_;“ G135 o ;Ju % 2:_311 L,H SERA S
. ‘L-.:.;.U ‘UJ.:.L-O Sedain s %JNM ;r_.:.alﬁi.a

( 5 e dd J1 5L )

ity 5l 2 e )
s ol sk Slladl S & A/ s Jobl i i 3 dms (‘i)
C:b,,*}lc...:.a@.m O A3V ol Gb
Sl oy o WY s oo ikl A 4ol S
Sladazll @ Leles o 4 it gt Sllaadl du,,u.!l & 2 =s/



Y& VaA\ 4. ol YA us ( C.:L‘ ) Yf sdall ?-..:Q,_,,.J?] 3.‘\1_;?;1‘

shall keep their books of account and accountng records in
Unuted States Dollars. Operating Company shall furnish to the
GOVERNMENT or its representative monthly returns show-
ing the amount of petroleum produced and saved hereunder.
Such returns shall be prepared in the form required by the
GOVERNMENT, or its representative and shall be &mcd by
the General M"-maﬂ’er or bv the Deputv General \fIanacrer Cr a

duly designated deputv and delivered to the GOVERNMENT
or its representative within thirty (30Y davs after the end of the
month covered in the retum.

(0) The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times {or
mspection by dulv authorized representatives of the GOVERAN-
MENT.

(c) CONTRACTOR shall submit to EGPC a Profit and Loss

Statement for the financial vear not later than 3 months after

the commencement of the following financial vear to show its
net n-ofit or loss from the petroleurn cperaticns under this Agree-
ment for such vear.

CONTRACTOR shall at the same time submit a year-ead
Balance Sheet for the same financial Year to EGPC. The
Balance Sheet and Financial statements shall be certified by 2n
Egyptian certified accounting firmy accepted bv EGPC.

ARTICLE XIV

RECORDS, REPORTS AND IySPECTION

(@) CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement is in force, maintain accur-
ate and current records of its operations in the Area hereunder.
CONTRACTOR and/or Operating Companv shall fumish the
GOVERNMENXNT or its representative. in conformity with app-
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licable regulations or as the GOVERNMENT or its represen-
tauve may reasonably require information and data concerning
i1ts operations under this Agreement. Operating Company will
perform the functions indicated in this Article XIV in accor-
dance with their respective roie as specified i Arucle V1.

CONTRACTOR and/or Operating Company shall save and
keep for a reascnable period of ume o representauve porton of
each sample of cores and cuftings taken from drilling wells, to
be disposed of, or forwarded w0 the GOVERNMENT or us
representative in the manner directea bv the COVERNMENT.
All samples acquired by CONTRACTOR and/or Operating
Company for its cwn puiposes shall be conside.ed available for
inspection at any reasonable time bv the GOVERNMENT or
its representatives.

Any such samples which CONTRACTOR or Operaung Comp-
any has kept for a period of twelve (12) months without receint
of instructions to forward them to the GOVERNMENT or is
representatives or elsewhere mayv be disposed of by CONTR-

ACTOR or Operating Company at its discretion.

Unless otherwise agreed to by EGPC, in case of exportng any
rock samples cutside A.RE., samples equivalent in size and
quality shall, before such exporation, be delivered to EGPC as

representative of the GOVERNAMENT.

Originals of records can only be exported with the permission
of EGPC; provided, however, that magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. mayv be exported if a monitor or a comparable record.
:f available. is maintained in The A.R.E. and provided that
such exports shall be repatriated 1o AR.E. on the understand-

ing that they belong to EGPC.
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(€) During the period CONTRACTOR is conducting the explor-
ation operations, CONTRACTOR shall permit EGPC through

EGPC’s duly authorized representatives or employees to have
full and complete access to the Area at all reasonable times with

the nght to observe the operations being conducted and 1o ins-
pect all assets, records and data kept by CONTRACTOR.

EGPC’s representative, in exercising its rights under the prece-
ding sentence of this paragraph (e}, shall not interfere with Con-

TRACTOR’s operations. CONTRACTOR shall provide EGPC
with copies of any and all data (including, but not limited to,

geological and geophysical reports, logs and well survevs) inform-
ation and mterpretation of such data, and other information

in CONTRACTOR’s possession.  All such data and information
shall be strictly confidential and shail not be divulged bv EGPC

except to afiilated comvanies, or by the GOVERNMENT
without the consent of CONTRACTOR while this Agreement

remains in force. However, for the purpose of obtaining new
offers, the GOVERNMENT may show any other party geophy-

sical and geological data (the age of which is not less than cne
year) with respect to, the Area adjacent to the Area of such new

offer.
ARTICLE XV

RESPONSIBILITY ¥OR DAMAGES
CONTRACTOR shall entrely and solely be responsible in law
toward third parties for any damage caused by CONTRACTOR’s
exploration operations and shall indemnify the GOVERNMENT
and/or EGPC against all damages for which they may be held liable

on account of any such operations.
ALTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES
Duly authorized representatives of the GOVERNMENT shall

have access to the Area covered by this Agreement and to the oper-
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ations conducted thereon. Such representatives mav examine the
books, registers ar ! records of EGPC, CONTRACTOR and Oper-
ating Cempany and make a reasonable number of surveys, dii-

T TRl 2 e Sp——

wings and tests for the purpose of enforcing this Agreement. They
shall, for this purpose, be entitled to make reasonable yse of the ma-
chinery and instruments of CONTRACTOR or Operating Compa:y
on the condition that no canger of impediment to the operations her:-
under shall arise directly ov indrrectly  from  such use. Tl
GOVERNMENT shall indemnify and reimburse CONTRACTCR
or Operziing Companv for any loss or damage which may in i ¢
result from any such use of said machirery and instuments,  Such
representatives shall be given reasonzbie assistance by the agents arn-
emilcyees of CONTRACTOR or Operating Company so that ner -
of the activities shall cndanger cr hinder the safety or efficienc: - -
the operations. CONTRACTOR or Operating Cmopany shall off -+
such representatives ail privileges and facilities accorded to it on
ermpioyees in the field and shall provide them. free of chargze, th.-

use of reasonable office space and of adecuatelv furnished housinz
while they are in the field for the purpose of faciitating the objes=-

ves of this Article. Any and all informaticn obtained by the G-
VERNMENT cr its representatives under this Article XV3 shall -
kept confidentiz! with respect to the Area.

ARTICLE XVI11

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGVPT PERSONNEL
(@) It is the desire of EGPC and GONTRACTOI} that operations

1~reunder be conducted in a business-like and efficient manner.

(1) The expatriate admmitrative, professional and technic:.’
personnel employed by CONTRAZTOR or Operatin:
Companv and the personne!l of its contractors for the con-
duct of the operations hereunder, shall be granted a resi-
dence as provided for in Law No. 89. of 1960 as amende::
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and Ministerial Order No. 9 of 1063 as aimended. and
CONTRACTOR agrees tha: alj LINNIGTation, passport,
visa and employment reguiations of the AR.E., shall He
applicable to all alien employees of CONTRACTOR
woiking in the A.R.L.

{¢) A minimum of twenty-five (25) percent of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personne] emploved by CON-
TRACTOR or Operating Company or their foreign -con.
tractors shall be paid monthly in Egyptian Currency. On
tmal repatriation such personnel shall have the right to
remit abroad in U.S. Dollars or other currencies the unusec]
portion of Egyptian Currency in excess of twenty five {25)
percent of such personnel’s salary.

(0) CONTRACTOR and Operating Company shall each select iss
employees and determine the number thereof, to be used for
operations hereunder.

(¢} CONTRACTOR shall, after consultation with EGPC, prepare

and carry out specialized training programs for all its A.R.F.
employees engaged in operations hereunder with respect to
applicable aspects of the petroleum ndustry. CONTRACTOR
and Operating Company undertakes to replace gradually their

non-executive expatriate staffs by qualified nationals as they are

available,

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

ot EGPC employees an opportunity to attend and participaie in

CONTRACTORs and CONTRACTORs affiliate training
programs relating to exploration and development operations.
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ARTICLE XVIII

LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject 1o

Law No. 66 of 1953 (excluding Article 37 thereof) as amended by

Law No. 86 of 1956 and the regulations issued for the implemen-

tation thereof, including the regulations for the safe and efficient
performance of operations carried out for the execution of this-
Agreement and for the conservation of the petroleum resources .
of the A.R.E. provided that no regulations, modification or in--
terpretation thereot shall be conirarv to or inconsistent with the

provisions of this Agreement.

EGPU and CO’\TTR ACTOR shall be exempred from ali taxes,
except as provided .in. Article III paragraph (f) for income

taxes, with respect to the extracting, producing; exporting or
transporting of petroleum hereunder. GONTRACTOR shail

also be exempted from any tax:m capital.

The rights and obligations of EGPC and CONTRAGTOR
under, ana ior the effective term of this Agreemenc, shali oc
govemed bv and in accordance with the provisions of this Agree-
ment and can only be altered or amended by the mutual agree-
ment of :the said contracting parties.

The contractors and sub-contractors of CONTRACTCR arnd
Operating Company shall be subject to the provisions of this
Agreement which affect them. - Insofar as all regulations which
are duly issued by the GOVERNMENT apply from time tc

rime and are not n accord with the provisions ot this Agreement.
such regulations shall not aprlv to the CONTRACTOR and

~ sub-contractors.

{0\
\&

EGPC, CONTRACTOR, operating Companv and their sub-
contractors shall for the purposes of this Agreement be exemp-
ted from all professional stamp duties imposed by svndical laws

with respect to their documents and activities hereunder.
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ARTCILE XIX

RIGHT OF REQUISITION

‘@) In case of national emergency due to war Oor imminent expec-
tation of war or nternal causes, the GOVERNMENT may
requisition all or part of the production from the Area obtained
hereunder and require Operating Company to increase such

production to the utmost possibie maximum. The GOYVERN-
MENT may also requisition the oil field itself and, if necessary

related facilities.

[3] In any such case, such requisiticn shall not be effected except
after mviting EGPC and CONTRACTOR or their represen-
tative by registered letter, with acknowledgement of receipt, to
express their views with respect to such requisition.

¢} Jhe requisition of production shall be effected by Ministerial
Order. Any requisition of oil field itself, or any related faci-
littes shall be effected by a Presidential Decree duly notified to

EGPC and CONTRACTOR.

{d} In the event of any requisition as provided above, the GOV-
ERNMENT shall indemnify in full EGPC and CONTRAC-

TOR for the period during which the requisition is maintained,

including __

1. All damages which result from such requisition.

2. Full paymeut each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such pro-
duction, and

3. Other obligations of Contractor and EGPC hereunder.
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However, any damage resulting from enemy attack is not

within the meaning of this sub-paragraph (d). Payment here-
under shall be made to CONTRACTOR in U.S. Dollars re-
mittable abroad. The price paid v CONTRACTOR ior Pet-

roleum taken shall be calcusied in 4ecordance with Article VI

paragraph (c).

ARTICLE XX
ASSIGNYENT

() . Neither EGPG nor CONTRACT )R myy assignl [0 a Dersoi.
firm or corporation not party hereto, in whole or in part, any of
its rights, privileges, duties or obligations under this Agreement
without the written consent of the (( YWERNMENT.

In the event that EGPC or CONTRACTOR wishes to assign,
in whole or in part, any of its rights, privileges; duties or obli
gations hereunder as atoresaid the written consent thereto of the
GOVERNMENT 1if required under this Article shall not be
arbitrarily withheld. 'To enable consideration to be given to any
request for such cnnsent, the fr}llr:rwing conditions must be ful-

filled @

L.

The obligations ot the assignir deriving from this Agrec-
ment must have been duly fulfilled as of the date such re-
quest 1s made.

The pI'UpOSCd assig'nec or E'.Eiig]'!f’;f':; must pI'GdllCE‘, reasona-
ble evidence to the GOVERNMENT of its or their fina-
ncial and technical compe:tﬂ:nr;;;_ '

The nstrument of assignmen: st inclyde provisions stat-
mg precisely that the assisnee is bound by all covenants
contamned n this Agreement and anv modifications or ad-
ditions in writing that up =<k vime mav have been made.
A draft of such mstrement of z:smmment shall Be submitted
to the GOVERNMENT & resen,, and aopproval before
heing formally executed. .
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(¢) Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes, charges or fees.

(d) The assignor together with the assignee shall be jointl}r' anc
severally liable for all the duties and obligations of GONTRAC-

TOR under this Agreement.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANGEL

() The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decree, with respect to

CONTRACTOR, in the following mstances :

1. If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideratiors
for the execution of this Agreement |

2. If it assigns any interest hereunder contrary to the provi-
sions of Article XX hereof ;

- 8. If it is adjudicated bankrupt by a court of competent
jurisdicuion
4, If it does not comply with any final decision reached as
the result of court proceedings conducted under Article
XXIII paragraph (a) hereunder;

5. If it intentionally extracts any mineral other than Petro-
leum not autharized by this Agreement or without the
authoritv of the GOVERNMENT, except such extractions
as may be unavoidable as the result of operations conducted
hereunder in accordance with accepted petroleum indus-
try practice and which shall be aotified to the GOV ERXN-

MENT or its representative as soon as possible; and
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6. If it commits any material breach of this Agreement or
of the provisions of law No. 66 of 1333, as amended by
Law No. 86 of 1956, which are not expressly contradicted
by the provisions of this Agreement. Such cancellation
shall take place without prejudice to any rights which may
have accrued to the GOVERNMENT against CONTRAC-
TOR m accordance with the provisions of this Agreement,

and in the event of such cancellation, CONTRACTOKR
shall have the right to remove from the Area all its per-

sonal property.

If the GOVERNMENT deems that one of the aforesaid causes

other than a force majeure cause referred to in Arucle XXIk

hereof) exists to cancel this Agreement. the GOVERNMENT

shall give CONTRACTOR ninety (90) days written notice

personally served on CONTRACTOR’s General Manager in

the legally official manner and receipt of which is acknowled-

ged by him or by his legal agents, to remedy and remove such
cause; but if for any reason such service is impossible due to un-

notified change of address, publication in the Official Journal
of the GOVERNMENT of such notice shall be considered as

validly served upon CONTRACTOR. If at the end of the
said ninety (90) days notice period such cause has not been
remeded and removed, this Agreement mav be cancelled
forthwith by Order or Presidential Decree as aforesaid ;

provided however, that if such cause, or the failure o remedyv

or remove such cause, results from anv act or omission of one
party, cancellation of this Agreement shall he effective only

against that party and not as against the other party hereto.
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ARTICLE XXII

FORCE MAJEURE

'T'he non-performance or delay in pertormance by EGPO and
CONTRACTOR, or cither of them of any obligation under
this Agreement shall be excused if, and to the extent that,
such non-performance or delay is caused by force majeure.
The period of any such non-performance or delay, together
with such period as may be necessary for the restoration of any
damage done during such delav, shall be added to the time
given in this Agreement for the performance of such obligation
2nd for the performance of anv obligation dependent thereon
and consequently, to the term of this Agreement, but only with
respect to the block or blocks affected.

“Force Majeure”, within the meaning of this Article XXIT,
shall be anv order, regulation or direction of the GOVERIN-
MENT of the ARAB REPUBLIC OF EGYPT, or the
Ciovernment of the United States of America with respect to
CONTRACTOR whether promulgated in the form of a law
r othenvise or any act of God. insurrection, riot. war, strike,
nd other labor disturbance, fires. floods or any cause not due
i the fault or negligence of EGPG or CONTRACTOR or
cither of them, whether or not similar to the foregomg, pro-
vided that anv such cause is beyond the reasonable control of

FGPC and CONTRACTOR. or either of them.

Without prejudice to the above and except as inay be other
wise provided herein, the GOVERNMENT shall incur no
responsibility whatsoever to EGPC and CONTRACTOR, o
either of them for any damages, restrictions or loss arising in’
conscquences of such case of force majeure except a force ma-
ieure caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.
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(d)

(a)

If the force majeure event occurs dunng the imtial exploration
period or any extension thereof and continues n effect for a
period of two (2) years, CONTRACTOR shall have the option
upon ninety (90) days prior written notice to EGPC to termi-
nate its obligations hereunder without further liability -of any
kind and, if sdll in force, the Guaranty contained in Annex “C”
hereto, shall be automatically cancelled and EGPC shall so
notify the Bank to release the Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRATION

Any dispute arising berween the GOVERNMENT and the
parties hereto with respect to the interpretation, application or
execution ot thus Agreement, shall be referred to the jurisdic-
tion of the appropriate A.R.E. Courts and shall be finally sett-
led by such courts.

Any dispute arising between CONTRACGTOR and EGPG m
connection with the present Agreement shall be finally settled

by arbitration. The Arbitration shall be held in Stockholm
Sweden and conducted in accordance with the Rules of Con-
ciliation and Aurbitration of the Intermational Chamber of
Commerce. In the event of no provisions being made in these
rules in certain cases, the Arbitrators shall establish their own
procedures.

The arbitration shall ke initiated by either party giving notice
to the other party that it elects to refer the dispute to arbitra-
tion and that such party (hereinafter referred to as the “First
Party”) has appointed an Arbitrator who shall be identified in
said notice. The other party (hereinafter referred to as the

“Second Party”), within fifteen (15) days shall notify First

Party in writing, identifving the Arbitrator that it has selected.
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(d) If the Second Party does not appoint its Arbitrator as afore
said, the First Party shall have the right to apply to the Court
of Arbitration of the International Chamber of Commerce to

appoint a second arbitrator. The two arbitrators shall within
thirty (30) days, select a third Arbitrator, failing which the

third Arbitrator shall be appointed bv the Court of Arbitration
of the International Chamber of Commerce at the request of
either party.

() The third Arbitrator must be a citizen of a country other than
the A.R.E. and U.S.A. and of a country which has diplomatic
relations with both A.R.E. and U.S.A. and shall have no econo-

mic interest in the oi business of the signatories hereto.

(ff The parties shall extend to the Arbitration board all facilities
(including access to the petroleum operations) for obtaining
any information required for proper determination of the dis-
pute. The absence or default of any party to the arbitration
shall not be permitted to prevent or hinder the arbitration pro-
cedure mn any or all of its stages.

(g} Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discon-
tinued. " In the event the decision or award recognizes that the’
complaint was justified, provision may be made therein for
such reparation as mav appropriately be made in favor of the
corpplamnant.

(h) Judgement in the award rendered may be entered m anv -
Court having jurisdiction and application may be made in such -
Court for a judicial acceptance of the award or an order of
enforcement as the case may be. "
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a)

1)

()

The parties desire that, wherever approprate, decisions and
awards shall specity a time for compliance therewith.

The provisions of this Agreement relating to arbitration shall

conunue in force notwithstanding the termination of @ this
Agreement.

PRINCIPLES of GOODWILL — The signatories base their
relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitra-
tion be given effect and shall be interpreted and applied in
conformity with principles of law common to the A R.E. and
U.S.A. and in the absence of such prinaples, then in confor-
mity with the principles of law nommally recognized avibized
nations in general, including those which have been applied by
International Tribunals.

ARTICLE XXIV

STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this Agreement
shall not be construed as constituting an association or corpora-

tion or partmership.

CONTRACTOR shall be subject to the laws of the place
where it is incorporated regarding their legal status or creation.
organization, charter and by-laws, shareholding, and ownership.

CONTRACTOR's shares of capital which are entirely héld
abroad shall not be negotiable in the A.R.E. and shall not bhe
offered for public subscription nor shall they be subject to the
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stamp tax on capital shares nor any tax or duty in the A.R.E.
CONTRACTOR shall be exempted from the application of
Law No, 26 of 1954 as amended, and from Law No. 9 of 1964.

All parties comprising CONTRACTOR shall be jointly and
severally liable for the performance of the obligations under
this Concession Agreement.

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be,

and their contractors shall -

(=)

Give priority to local contractors as long as their prices and
pertormance are comparable with international prices and per-
formance. CONTRACTOR and Operating Company shall,
however, subject to the preceedmg sentence, be exempted from

the provisions of Presidential Decree No. 1868. of 1974, as
amended. '

Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time of
delivery are comparable to internationally available materials, .
equipment, machinery and consumables. However, such ma-
terial, equipment, machinery and consumables may be imported
for operations conducted hereunder if the lccal price of such
tems at CONTRACTORs or Operating Company’s Gpéﬁ"ating
base in A.R.E. is more than ten (10) percent higher than the
price of such imported items before Customs duties, but after
transportation and insurance costs have been added.
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(c) Any of the above mentioned payments in (a) & (b) shal] be

made in local currency.

ARTICLE XXVI

ARABIC TEXT

The Arabic version of this Agreement shall, before the courts
of A.R.E. be referred to in construing or interpreting this Agreement;
provided however, that in any arbitration pursuant to Article XXII{
hereabove between EGPC and CONTRACTOR  the English and
Arabic versions shall both be referred to as having equal force in
construng or interprtting the Agreement.

ARTICLE XXVII

G.A.S,

It Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall in -good faith study all

possible economic alternatives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly. The cost and
expenses 1 the field of producing non-associated gas shall be reco-

vered m accordance with the Cost Recovery Principles of Article
VIL

Production Sharing Principles of Article VII shall apply to the
value of associated and non-associated gas if sold for export and not
used In operations, flared or re-injected. However, anv Gas not
exported outside A.R.E. in a liquid or solid state, or not used in
operations (including re-injection), shall remain in the propertv of
the State and may be utilized by EGPC and EGPC shall not be
liable for payment to CONTRACTOR of any costs or expenses res-
pecting any past operations of CONTRACTOR related to such Gas.
Under no circumstances will CONTRACTOR be responsible for or

bear any cost or expenses incurred for utilization of Gas used inter-
nallv in the A.R.E.
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It is understood that the wording of this Article will, by agree-
ment with EGPC, be amended in line with other agreements relative
to Gas, currently being negotiated by LGPC with other CON-

TRACTORS.

ARTICLE XXVIII

GENERAL

The headings or titles to each of the Articles to this Agreement
are solely for the convenienice of the partes hereto and shall not
be used with respect to the interpretation or construction of said

Articles.

ARTICLE &XIX
APPROVAL OF THE AR.E. GOVERNMENT

T'his agreement shall’ not be binding upon any of the parties
hereto unless and until a law is issued by the competent authorities
of the AR.E. authorizing the Minister of Petroleum to sign said
Agreement and giving this Agreement full force and effect of law
netwithstanding any countervailing governmental enactment, and

the Agreement is signed by the GOVERNMENT. EGPC, and CON-
TRACTOR. |

ARAB REPUBLIC OF EGYPT
BY - o e

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY « |

MEDOIL-MEDITERRANEAN OJL AND GAS COMPANY
LIMITED
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ANNEX “A”
AR.E., EGPC & MEDOIL

CONCESSION AGREEMENT

IN MATRUH ARLEA

DESCRIPTION OF THE AREA

Annex “B” is a provisional illustrative map on the scale ot
{ - 1 000 000 including the Area covered and affected by the

Agreement.

This Area is bounded by a group of straight lines and it measures

approximately 4,000 Km®. It is composed of all or part of 42
blocks, each complete block of which is six (6} minutes latitude bv

six (6] minutes longitude, approximately twent-five (23) Km® of

surface area.

Tt is to be noted that the delineation lines of individual explo-
ration blocks in Amnex “B” are intended to be only Hlustrative and
provisional and do not show accurately their true position in relation

to existing monuments and geographical features.

Coordinates of the corner points of the Area are given in the
following table. which forms an integral part of this Annex “A".
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Point

Lat. N

Long. E

C’\‘)YY SRV | R SV B S VRS

Due

L Intersection of the high tde water line with

Longitude

2 31°
3 31°
4 31°
2 31°
¢ 31°
: 51"

3 Intersection of the high tide water line with
Longitude

Thence east along the high tide water line to

06’
U6’

00!

06’

OOH’

00"

OOF!

00!!

OOH"

DOH"

27°

20°

24

24

12

12’

427

4'."}!

24/

24

DOH’

[‘){)H

OOH

DOH’

OOH’

00"

Remarks

south to point 2
WwWest 1o pOiIlt 3
south to point +
WEST 1O p-oint d
north to pomt 6

west to point 7

00” north to point 8

[H:)H’

pomnt “1” which is the point of beginning,
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ANNEX “C”
LETTER OF GUARANTY
LETTER OF GUARANTY NO. " CAIRO,
EGYPTIAN GENERAL PETROLEUM CORPORATION

Genilemen :

The Undersigned, NATIONAL BANK OF EGYPT ;
as Guarantor, herebv guarantees to the Egyptian General Petwroleum

Corporation (heremnatter referred to as EGPC) to the limit of Eight
mulion {8,000,000) Dollars in US Currency the per-

formance by MEDOIL—MEDITERRANEAN OIL AND GAS

COMPANY LIMITED (hereinafter referred to as CONTRAC-
TOR) of its obligations required for exploration operations to spend
2 mmimum of eight million (8.000,000) US Dollars during the initial
three (3} vears of the exploration period under Article IV of that
certain Concession Agreement (hereinafter referred to as the “Agree-
ment”) covering that Area described in Annexes “A” and “B” of
said Agreement, by and between the Arab Republic of Egvpt (here-
inafter referred to as “A.R.E.,). EGPC and CONTRACTOR,
dated 18 '7/1982.

It 1s understood that this Guaranty and the hability f the
Guarantor hereunder shall be reduced quarterly. during the period
of expenditure of said eight million (8.000,000} _ US
Dollars by the amount of money expended bv CONTRACTOR for
such exploration operations during each such quarter. Fach such
reductton shall be established bv the joint written statement of

EGPC and CONTRAOTOR.

In the event of a Claim by EGPC of non-performance or sur-
render of the Agreement on the part of CONTRACTOR prior to
fulfillment of said minimum expenditure obligation under Article
IV of this Agreement there shall be no liability on the undersigned
Guarantor for payment to EGPC unless and until such liability has
been established by written statement of EGPC setting forth the
amount due under-the Agreement.
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It is a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only provided
that the Guarantor will have been informed in writing by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.RE. and EGPC has become effective
according to its terms, and said Guaranty shall’ become effec-
tive on the Effecave Date of said Agreement.

(2) This Letter of Guaranty shall in any event automatically
expire : -
(a) three (3) years and six (6) months after the date 1t becomes
effecave, or '

(b) at such time as the total of the amounts shown on quar-
terly joint statements of EGPG and CONTRACTOR

equals or exceeds the amount of said minumum expenditure
obligations. Whichever is earlier.

(3) Consequently. any claim in respect thereot should be made 1o
the Guarantor prior to either of said expiration date at the
latest accompanied by EGPC’s written statement, setting forth
the amount of under-expenditure bv CONTRACTOR to the

effect that :

. (a) CONTRACTOR has failed to perform its expenditure
- obligations referred in this Guaranty, and .

(b) CONTRACTOR has failed to pay the expenditure defi-
ciency to EGPC.

We declare that on issuing this Guaranty we did not exceed
the limit of total guaranties which we are entitled to ssuc as per
Ministry of Economy’s letter No. dated

Please return to us this Letter of Guaranty in the event it does
not become effective, or upon the expiry date.

Yours faithfully.

for

Accountant Manager
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ANNEX "D”

| CHARTER OF
MATRUH PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB
REPURBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT m accordance with the provisions of the
Agreement referred to below and of this Charter.

The Company shall be subject 1o all laws and reSulations in
force in the A.R.E. to the extent that such laws and regulations are
not mnconsistent with the provisions of this Charter and Agreement

referred 1o below

ARTICLE 11

The name of the Company 15 “MATRUH”
Petwroleum Company”, abbreviated as “MAPETCO".

ARTICLE [l

he Head Office of MAPETCO shall be in the AR.E. in
Cairo.

ARTICLE 1V

- The object of MAPETCO is to act as the agency threngh
which EGPC and CONTRACTOR carrv out and conduct the
Development operations required in accordance with the provisions
of the Agreement signed on the eighteenth dav of July, 1982 by and
between the ARAR REPUDBLIC OF EGY?PT. THE EGYPTIAN
GENERAL PETROLEUM CORPORATIONM and CONTRAC-
TOR covering petroleum operations in MATRUH Area described

theremn

MAPEFTCO shall also be the agencv o carry out and conduct
exploration operations after the date of Commercial Discovery pur:
cuant to CONTRACTOR’s Work Program and Budget approved
in acco~dance with the Agreement,
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MAPETCO shall keep account of all costs, expenses and ex-
penditures for such operations under the terms of the Agreement
and Annex “E” hereto.

MAPETCO Shall not engage in any business or undertake anv
acuvity beyond the performance of said operations.

ARTICLE V

The authorized capital of MAPETCO is twentv thousand
Pounds Egyptian (L.E. 20,000) divided into five thousand (5,000;

shares of common stock with a value of four pound Egyptian (L.E.
) per share having equal voting rights, fully paid and non-asses-

sable.
- EGPC and CONTRACTOR shall each pay for, hold and own,

throughout the kfe of MAPETCO referred to above. one-half(*: of
the capital stock of MAPETCO provided that only in the event thar
either party should transfer or assign the whole or any percentage

of 1ts ownership interest in the entirety of the Agreement, may such
transterring or assigning partv transfer or assign anv of the capital

stock of and, m that event, such transferring or assigning partv ‘and
its successors and assigns) must transfer and assign a stock interest
in MAPETCO equal to the transferred or assigned whole or percen-

tage or its ownership interest in the entirety of the said Agreement.

ARTICLE VI

MAPETCO shall not own any right. title, interest or estate in
or under the Agreement or any development lease created thére-
under or in any of the Petroleum preduced from any exploration
block or development lease area thereunder or in anv of the assets.
equipment or other property obtained or used in connection there-
with, and shall not be obligated as a principal for the * f'nancin-
nr performance of any of the duties or obligations of either EGPC
or CONTRACTOR under the Agreement. MAPETCO :shall not
make anv profit from anv source whatever.
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ARTICLE VII

MAPETCO shall be no more than an agent for EGPC and
CONTRACTOR. Whenever 1t is indicated herein that MAPETCO
shall decide, take action or make a proposal and the like, it is un-
derstood that such decision or judgement is the result of the decisicit
or judgement of CONTRACTOR, or £GP and CONTRACTOR,
as may be required by the Agreement.

ARTICLE VIII

MAPETCO shall have a Board of Directors consisting of eight
(8" members, four (4) of whom shall be designated by EGPC and the
cther four (4) by CONTRACTOR. The Chairman shall be desig-

nated by EGPC and shall also be a Managing Director. CON-
TRACTOR shall designate the General Manager who shall also Le
a Managing Director.

ARTICLE IX

Meeungs of the Board of Directors shall be valid if a majorit
of the Directors-are present and uny decision taken at such meetings
must have the affirmative vote of five (5 or more of the Directors;
provided, however, that any Director mav be represented and vote
bv proxy held by another Derector.

ARTICLE X

General meetings of the shareholders shall be valid if a majo-
rity of the capital stock of MAPETCO is represented thereat. Any
decisions taken at such meetings must have the affirmative vote of
<hareholders owning or representing a majoritv of the Capital

stock. |
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ARTICLE X1

~ The Board of Directors shall approve the regulations covering
the terms and conditions of employmti:nt of the personnel of
MAPETCO employed directly by MAPETCO and not assigned
thereto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the Bv-Laws of
MAPETCO and such by-Laws shall be effective upon being apprd-
ved by a General Meeting of the Shareholders, in accordance with
the provisions of Article X hereof.

ARTICLE XII

MAPETCO shall come e exisrence within thiree 3070 &0
after the das of Commercial Discovery 2z provided for fu b

|-q"i."~ﬁ-1 l.:_‘- -
e oa & ,..i.i -

The duratuon of MAPETCO shall be for a period equal to the
duration of the said Agreement, including anv renewal thereof.

It shall be wound up and liquidated if the Agreement referred
to above is terminated for any reason as provided for therein.

- EGYPTIAN GENERAL PETROLEUM CORPORATION
BY:t--; ...... s s E R ettt e oe e a P O S TR 5 e

MEDOIL-MEDITERRANEAN OIL AND GAS COMPANY
LIMITED
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-~ ACCOUNTING PROCEDURE

ARTICLE 1

CENERAL PROVISIONS

. Definitions :

The definitions contained in Article I of the Concession Agree-
ment shall apply to this Accounting Procedure and have the
ol e

same meaning.  Certam 2ecounting i0ims here'n  used  arc
defined as follows :

(@) “Agreement”’ means the Concession Agreement of which
this Annex 1s a part.
(b) “Non-Operator” means the parties to the Agreement other

than CONTRACTOR when it is performing work.

9. Statements of Actunty :

—— resssssiE-E— — - —

(@) CONTRACTOR or Operating Company as the case may
be, shall pursuant to Article IV of the Agreement, render

to Non-Operator within thiry (30) days of the end of each

Calendar Quarter a Statement of Exploration Activity e
flecting all charges and credits related to the Exploration

operations for that Quarter summarized by approprate
classifications indicative of the nature thereof.

() Operating Company chall render to EGPC and * COMN-
TRACTOR within fifreen /13 davs of the end ot Ay

Calendar quarter a Statement of Development and explo-
ratin Activitv reflecting ot charges and errclize related
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the Development and Exploration operations for that
‘quarter summarized by appropriate classitications indicative
of the nature thereof except that items of controllable ma-

terial and unusual charges and credits shall be detadled.

3. Adjustments and Audits :

(¢) Each Statement of Exploration Activity shall conclusively
be 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 ex
cepuon thereto pursuant to Article IV (f) of the Agreement.
During said three (3) months period supporting decuments
wil] be available for inspection by EGPC during all work-
ing hours, CONTRACTOR will have the same audit rights
on Operavng Company statements as EGPC under this

sub-paragraph.

(b) All Statements of Activity for Development for any Calen-
dar quarter shall conclusively be presumed to be true and

correct three (3) months following the receipt of such state-
ment unless withn the said three (3} months period EGPC

or CONTRACTOR takes written exception thereto.
Pending expiration of said three (3) months EGPC or CON-

TRACTOR or both of them shall have the right to audit

Operating Cempany accounts, records and supporting
documents for such quarter in the same manner as provided

in Article TV () of the Agreement.

4. Currency Exchange :

CONTRACTOR’s hooks for Exploration and Operating
Company’s books for Development and Exploration. if any, shall

be kept iIn the AR.E. in US. Dollars.  All U.S: Dollar ex-
penditures shall be charged in the amount expended. All
Eevption Pounds expenditures shall be translated to T.S. Dol-
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Jars at the official buying rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which expendi-
tures are recorded, and all other non-U.S. Dollars expenditures
shall be translated to U.S. Dollars at the buying rate of exchange
for such currency as quoted by National Westmister Bank
Limited, London, at 10.30 am. G.M.T., on the first day of the

- month 1n which expenditures are recorded. A record shall be
kept of the exchange rates used in translating Egyptian Pounds
or other non-U.S. Dollars expenditures to U.S. Dollars.

L

Precedence of Documents :

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of
the Agreement treating the same subject differentlv, then the
provisions of the Agreement shall prevail.

-

Revision of Accounting Procedure :

e S e el - . Sl e e s ST a el e L e

by mutual agreement between EGPC and CONTRAC-
TOR, this Accounting procedure may be revised from time to
time m the light of future arrangements.

7. No Charge for interest on Investment

gl ey il

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

ARTICLE 1I

COSTS, EXPENSES AND EXPENDITURES

Subject w0 the prowisions of the Agreemennt, CONTRACTOR
snall alone bear and, directly or through Operating Company, pav
the following costs and expenses, which costs and expenses shall be
classified and treated in accordance with Article VIT of the Agree-

ment :
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1. Surface Rights :

All direct cost attributable to the acquisition, renewal or relin-

quishment of surface rights acquired and maintained in force for
the Area.

d. Labcur and Related Costs :

A. Salaries and Wages of CONTRACTOR's or Opcrating
Cempany’s employees, as the case may be, directiy enga-
ged :n the various activities under the Agreement includ-
g salaries and wages paid to geologists and other e -
loyees who are temwvorarily assigned ic and empioved 1n
such acuvities. Such salaries and wages to be certified by
a certified public accountirg firms.

Reasonable revisions of such salaries and wages shall
be effected to take into account changes in CONTRAC-
TOR’s policies and amendments of Laws appil-able 1w -
lartes. FOR the purpose of this paragraph 2, and parazra-
ph -3, salaries and wages shall mean the assessable amounts
for A.R.E. Income Taxes, including the salaries during the
vacations and sick leaves, but excluding all the amounts
oi the other items covered by the percentage fixed under

3 below.

B. For expatriate empleyees permanenty assigned o Ezvpr .

1. All allowances applicable to calaries and wagzes ;

2. Cost of established nlans ; and

3. All travel and rejocation costs of such vxpatriate »m-
ployees and their fam'ies to and from the smpli-ce's

country cr point of origin at the ume of emplorment,
at the time of separation .as a result of transfer from

one location to arother and for vacatien /cransporta-

Ol -
tion costs for emplovees and their families wansferring
from AR.E. v another location othsr than their

country of origm sha’l be not charged to A.R.E. Ope-
rations’,
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Costs under this sub-paragraph B. 2 shall be equal
to seventv (70) percent except for emplovees. whose

families hdve not been transferred tw AR.E. m
which case the per-entage will be fifty (50) percent of basic
salaries ar: 1 wages paid for such expatriate personnel inclu-
ding those paid du.ing vacations and sick leaves as estab-
lished in CONTRACTOR’s international policies, char-

geabwe vnder sub-paragraph 2 A. paragraph 9 and sub-
paragraph 11. A and C of this Arucle I1.

However, salaries 2nd - wages during vacauons, sick
leaves anc disability are covered bv the foregoing percen-

tage. The percentage outlined above reflects CONTRAC-
TOR’s actual costs as of the Effective Date with regard
to the following benefits, allowances and costs :

1. Anticipated terrmnation of lease contract m A.R.E. or
abroad.,

2. househoid ifnple:.lents transportation in A.R.E. or
abroad (round trip).

3. Clothing equipment allowances.

4. Expenses connected with deparwre and arrival of em-
plovees and their families.

5. Accruals of seniority iIndemnity.

6. Charges for social security and insurance such as:

— Retirement plan

— National H‘ealth Insurance

— TUnemplovment Insurance
— Accident and disabiity Insurance

— Extraordmarv Insurance
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7. Contractual travel expenses of emplovees and their
families.

8. Excess luggage.

9. Recreational Allowances.

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

11. Housing and utilities allowances.

12.  Education allowance (children of expatriate emplo-
yees) and educaitional assistance.

13. Settlement allowance in or outside A.R.E.

14.  Contribution for resettlement expenses at repatriation.

 au

15. Vacations, sick leaves and disability salaries or ex-
penses.

16. Any other cosws, allowances and benefits of a like
nature as established in CONTRACTOR's interna-
rional policies. .

The percentages outlined above shall be reviewed at
‘intervals of three (3) vears from the Effective Date and at

such ime CONTRACTOR and EGPC will agree on new
percentages to be used under this paragraph.

Revisions of the percentages will take mto considera-
“tion variances in costs and changes in CONTRACTOR'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 allo-

wance: and benefits and of personnel transfers,



!

:,__,‘)P.'LJ\ 4.35 . 4.__!_;.4 .;".L....J"'J ol ,_;_t....:»-_x..i

VE& AN 4. -f"f.L‘ YA ,._3 ( Cﬁ' ) YY .‘."Ju-.“ — 4...4..... ..” a...k:__;aJ‘ \ ¢ Y

il syl -

l-“

\_,_J-u.31 _w....ll ‘L__Jl.i ( )

-

hw;l‘ e .ut*- L«"‘*’J’ 3:;:-\_, .£.._ u..a'..j'L(:.T \SH; 5_; 21 ...l*..‘! t..n.:}LC:_j

il

L....-.J .}J g AP (..'?"J"" .:J_)..ll 4'--\.” 4_:...1. L..: 4...- =.L.|l ..__l_-,:-Y‘

SlaaEil oF S SN i Ggall S N T Dkl 4d ()

Sl WG e g gl - sl i L Al

Ghe A A s et gp L B Ll DU o
() 7 e Al A g Mﬂ"( ) 2 () ¥

k - e _ el

;;" —’ J-l-..-:“f L_,n..__....:'y L..JJ'_-E u_JLlL‘

""-__q.-..-..:"_i.\ ( '5:.:.7:—
< (})Hj(;)“ = A ‘*’*‘*‘"ﬂ*““;(ﬁ‘)*“-&f :JU-U L__:.u
: 4 { PN a.':L_}.‘ a:l,h



LET A B sl vA i (@l ) VY ol — el B

3.

4.

e

C) For expatriate employees temporarily assigned to Egvpt
all allowances, costs of established plans and all travel
relocation costs for such expatriate as paid m accordance
with CONTRACTOR's international policies excluding

any overhead charges.

D! Costs of expenditure or contributions made pursuant to
law or assessment imposed by governmental authority which

are applicable to labour cost of salanes 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 II.

Benefits, ailowances and relaied costs of national e¢mproyees :

Bonuses, overtime, customarv allowances and benefits on basis
similar to that prevailing for Oil Companies operaung
in AR.E., all as chargeable under sub-Paragraph 2:A Parag-

raph 9 and Sub-Paragraphs 11. A and 11- C of this Article 1i.
Severance pav will be charged at a fixed rate applied o

pavrolls which will equal an amount equivalent to the maximum

liabilitv of severance pavment as requirecd under the A.R.L.

labour Law. .

Maierial

™

Material, equipment and supplies purchased or turnished
as such by CONTRACTOR or Operating Company.
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Purchases

Matenial: equipment and supplies purchased shall be
at price patd by CONTRACTOR or Operatng Com-
pany plus any related cost and after deductuon of all

discounts actually received.

Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRA-
CTOR may fumish such material from CONTRACTOR s

affiliates stotks outside the A.R.E. under the following
conditions :

. New Matenal {Condition “A™

g P ey iy N S

New material transferred  from CONTRACTORs
affiliates warehouse or other properties shall be
priced at cost, provided that the cost of material
supplied is no higher than international prices for
material of similar quality supplied on similar terms.
prevailing at the time such material was supplied.

~

Used Material {Conditions “B” and “C™

a. Material which is in sound and serviceable con-
dition and is suitable for re-use without recon-
ditioning shall be classed as Condition "B~ and
priced at seventy-five percent (75%) of the price
of new matenal.

b. Material which cannot be classified as Condition
“B” but which is serviceable for original function
but substantially not suitable for reconditioning,
shall be classed as Condition “C” and priced at
fifty percent (50%) of the price of new material.

o
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c. Marterial which cannot be classified as Condition
“B” or Condition “C” shall be priced at a value
commensurate with its use.

d. Tanks, buildings and other equipmeﬁt mvohvng
erection costs shall be charged at applicable per-
centage or knocked-down new price.

C. Warranty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material fur-

mshed beyond or back of the dealer’s or manufacturer’s
guaranty ; and in case of defective material, credit shall
not be recorded until adjustment has been received by
CONTRACTOR from manuracturers or their agents.

3.  Transportation and Employee Relocltion Costs -

A) Transportation of equipment, materials and supplies neces-
sary for the conduct of CONTRACTOR’s activities.

3; Business Travel and Transportation expenses to the extent |
covered by established policies of CONTRACTOR or
with regard to Expatriates and Nationals, as incurred and
paid by, or for, emplovees in the conduct of CONTRAC-
TOR’s business.

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

6. Services

a. Qutside services.

The cost of Consultants, contract services, utilities, procured
from third parties. the CONTRACTS for which have been

anproved by EGPC.
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b. Cost of services performed by EGPG or by CONTRAC-
TOR or their affiliated Companies in facilities mside Or

outside the A.R.E. Regular, recurring, routine SErvices;
such as interpreting magnetic tapes and /or other analyses,

shall be performed and charged by EGPC and/or CONT-
RACTOR or their Affiliated Companies at an agreed
contracted price. Major projects involving engineering anl
design services shall be performed by EGPC and ‘or CGON-

TRACTOR or their Affiliated Companies at a negotiared
contract amount. Use of EGPC’s CONTRACTORG,

or their Affiliated Cemnaries wholly owned ecuipmen:
shall be charged at a rental rate commensurate with the cost

of ownership and operation: - maro i excess of compet-
tve rates currently prevailing in the A.R.t. for Explora-

tion, CONTRACTOR’s and its Affiliated Companies’
ates shall not include any administrative or overhead
costs other than what is mentioned in Article IT 11 (b).

7. Damages and Losses

ki

All costs or expenses, necessary to replace or repair damages

or los-es incurred by fire. ficod. sterm. theft. acc:dent or any
other cause not controllable by CONTRACTOR or Operating

Cempany through the exercise of reasonable diligence. CON-

TRACTOR or Operating Company shall fumnish EGPC
written notice of damages or losses incurred in excess of

ten thousand (10,000) U.S. Dollars per occurrence, as soon as
practicable after report of the-same has been received bv CON-

TRACTOR or Operating Company.

@ Insurance and Claims

The cost of any public liability, prooerty, damage and
other insurance against liabilities of CONTRACTOR. Operat

ing Companv and/or the parties or any of them to their emplo-
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yees and/or outsiders as may be required by the laws, rules and
reguiations ot the GOVERNMENT or as the partes may agree

upont. The proceeds of any such insurance or caim mllc:cted
shall be credited against operations.

If ro msurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRACTOR or
Operating Company in settlemnte of any and all losses, claims,

damages, judgements and any other expenses, including legal
Services.

9. Indirect Expenses

Camp overhead and facilities such as shore hase, ware-
houses water systems, road systems, salaries and expense

of tield supervisory personnel, field clerks, assistants, and other
general employees indirectly serving the Area.

10, Legal Expenses

All costs and expenses of litigation, or legal services other-
wise necessary or expedient for the protection of the Area. in-
cluding attoniey’c fees and expenses as hereinafter provided,
together with all judgements obtained against the parties or
any of them on account of the operations under the %greement
and actual expenses incurred by any partv or parties hereto in

securmg evidence for the purpose of defﬂnang against any
action or claim prosecuted or urged against the operations or

the subject matter of the Agreement. In the evenr actions or
claims affecting the interests hareunder shall be handled bv the

legal staff of one or more of the pames hereto. a charge com-
mensurate with cost of providing and furnishing such services

may be made to operations.
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!. Administrative Overhead and General expenses

»- While CONTRACTOR is conducting Exploration actvit-
ies, cost of staffing and maintaining CONTRACTOR's

head office in the A.R.E., and or other offices established
in the A.R.E. as agreed to by EGPC, other than field off1-
ces which will be charged as provided in Article 11, para-
eraph 9 above , and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and di-
rectly serving on the Arca, which wilt be charged as pro-
vided in Article II. paragraph 2 above.

b. CONTDRACTOR's administrative ovethead inside or out-
side the A.R.E. applicable to the A.R.E. exploration opera-
tion which will be charged each month at the rate of five
percent (5%) of totaal Expleration expenditures while
CONTRACTOR is conducting exploration activities, ad-

ministrative overhead outside A.R.E. will not be charged
while Operating Companv is conducting Exploration acti-
vities. No other direct charges as such for CONTRAC-
TOR’s administrative overhead outside the A.R.E. will be
applied against the Exploration obligation. Examples of
the tvpe of costs CONTRACTOR is ncurring and charg-
ing hereunder due to activities under the Agreement and

covered by said percentage are :

1. Executive — Time of executive othcers.
9. Treasury — Financial and exchange problems.
3. Purchasing — Procuring materials. equipment and

supplies.
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4. Exploration and Production Directing, adviing and

controlling the entire project.

5. QOther departments such as legal. compurollers and
engineering which conuwibute ume, knowledge and

experience to the operations.

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

¢.  While Operating Company 1s condcuting activities, Opera~
ting Company’s personne! cngaged m general clerical and
office work, supervisors and officers whose tume 1s gene-

| rally spent in the mam office and not the field, and all
employees generallv considered as general and administra-
tive and not charged w© other types of expense will be
charged to operations. Such expenses shall be allocated
each month between Exploration and Development opera-
tions according to sound and practicable accounting

methods.

12, Taxes

All taxes, duties or levies paid in the AR.E. by CONT-

RACTOR or Operating Company with respect to this Agree-
ment other than those covered by paragraph {f) (1) of Article

ITI of the Agreement.

13. Continutng CONTRACTOR Costs :

Costs of CONTRACTOR activities required under the
Agreement and incurred exclusively in the AR.E. after Ope-
rating Company 1s formed. No sales expenses incurred outside

or inside the A.R.E. mav be recovered as a cost.
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14. Other Expenditures

Any costs, expenses Or expenditures, other than those

which are covered and dealt with by the foregoing provisions
of this Artcle II, incurred by CONTRACTOR or Operating
Company under approved Work Programs and Budgets.

ARTICLE Il
INVENTORIES

1. Periodic Inventories Notice and Representation :

e -

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operaung Comr-
panv of the operations materrals, which shall include all such
material, physical assets and construction projects. Wntten

. notice of intention to take inventory shall be given by Operaung
Company to EGPC and CONTRACTOR at least thirty (30!
davs before any inventory is to begin so that EGPC and CONT-
RACTOR may be represented when any inventory 1s taken.
Fajlure of EGPC and/or CONTRACTOR to be represented
at an inventory shall bind them to accept the inventory taken
by Operating Company, who shall in that event fumish the

party not represented with a copy thereof.

9 \Reconciliation and Adjustment of Inventories '

———— TR LR

R

A —

Reconciliation of inventory shall be made by CONTRAC-
TOR and EGPC, and a list of overages and shortages shall be
jointly determined by Oneraung Companv and CONTRAC-
TOR and EGPC, and the inventory acjusted by Operating

Cempany.
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ARTICLE IV
COST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery Crude
Od

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly as practicable but
not later than fifteen (15) days after receipt from Operating
Company of the Statements for Development and Exploration
Activity for the Calendar Quarter a statement for that Quarter
showng :

;. Recoverable costs carried from the previous quarter if
any:

ii.  Recoverable costs incurred and paid during the quarter.
iii. Total recoverable costs for the quarter (i)--).

tv. Value of Cost Recovery Crude Oil taken and separately,
disposed of by CONTRACTOR for the quarter.

v. Amount of costs recovered for the quarter.

vi. Amount of recoverable costs carried into the succeeding
quarter: if any.

vii. Excess, if any, of the value of Cost Recovery Crude Oil
taken and separately disposed of by CONTRACTOR 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 bv CONTRAC-

TOR with the rendition of such statement. If CONTRAC-
TOR fails to make anv such pavment to EGPC on the date
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when such payment is due, then CONTRACTOR shall pay
an interest of 2.5% higher than the London Interbank Borrow-
ing Offered Rate (LIBOR) for three (3) months U.S.- dollass

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

Settlement of Excess Cost Recovery Crude Qu

EGPC having the right to take its entilement of excess
Cest Recovery Crude Oil under Article VII sub-paragraph (a)
of the Agreement in kind during the said Quarter. A settle:
ment shall be required with the rendition of such statements
in case Contractor has taken more than its own entitlement of
such excess.

Audit Right

EGPC shail have a period of twelve (12} months frem ve-
ceipt of any statement under this Article IV 1 whien to audir
and raise objection to anv such statement. EGPC and CONTR-
ACTOR shall agree on any required adjustments. Supporung

documents and accounts will be availabie to EGPC during

“said twelve (12) months period.

ARTICLE V

CONTROL AND MAJOR ACCOGUNTS

Explsration Obligation Contror Accounts

iy

CONTRACTOR will estabiish an Esnloration Oblization

Contio: Account and an ofiseting contra account 1o control

therein the total amoun: of Expleraticn Expenditures reperted
on Sooo.ments of Activity prepared per Article 1.2.A hereof,
less ar+ veductions agreed 1o by EGPC and CONTRAUTOR
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2.

3.

following written exceptiois taken by a Non Operator pursuant
to Article 1.3.A hereof. In order to determine when mmimum

Exploration Obligation have been met.

Cost Recovery Control Account

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account to control itherein the amount
of cost remaining to be recovered, if any, the amounc of cost
recovered, and the value of excess Cost Recovery Crure Otl, if

any.
Major Accounts

For the purpose of classifying costs, expenses and expen-

ditures for cost recovery as well as for the purpose of estab-
- lishing when the Exploration Obligation has been met, costs.
expenses and expenditures shall be recorded i major accounts

including the following:

— Exploration Expenditures other than Intangible Drll-
ing Cost

— Development Expenditures other than Operaung Ex-
penses and Intangible Dnlling Costs.

— Operating Expenses.
— Intangible Dnlling Costs.

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to-

the extent necessarv for the control of recoverv of costs and the
treatment ¢f Cost Recovery Crude Oal.

F
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