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CONCESSION AGREEMENT FOR PETROT VUM
EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAR REPUBLIC OF ECYPU
AND

THE EGYPTTAN GENERAL PETROLFUM
CGORPORATION

AND
AGYPETCO Ol & GAS EXPYORATION G MBH

AND

AGYPETCO OIL & GAS EXPLORATION AL

IN
MELEIHA ARFA
IN WESTERN DESERY

This Agreement made and entered mto on this
day of . by and between thr ARAB REPUBLIC
OF EGYPT (hereinafter referred to variously as “A R
or as the GOVERINMENT], the EGYPTTAN GENERAL
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PETROLEUM CORPORATION, a leeal entity created | S0—d VIV 535 05 M) o gor e lob 20 gils Aase 2 i

by law No. 167 o 1958 as amended (hereinafter referred

} iR e b W el Bl g ) ¢ e aad ga ade )30 Lar JA2A

o as “E.G.P.CY) and AGYPETCO OIL & GAS EXPLO- | 5 T2 s 5331 o ol o SedioshndT Sl Bl Ko

RATION GMBH, a company organiscd and existing nnder

the laws of the Federal Republic of Germany, and AGY-

I

|

PETCO OIL & 13AS EXPLORATION A. G a mm-)

pany formed und:r the laws of Switzeiland {both compa-
nies hereinafter referred to as "CONTRACTOR™).

WITNESSETH

- WHEREAS, Law No. 66 of 1953 15 amended,
established that all raw materials. inctuding petrolenm. cxi-
sting in mines and quarries in AR E.. including the tern-
torial waters, ancl in the sea hed subject 1o s purisdiction
and extending beyond the territorial waters. are the pro-
perty of the Statz, and

WHEREAS, EGPC has applied for an  exclusive
concession for the exploration, development and produc-
tion of petroleurn in and throughout the area referred to
in Article 11 and described in Amnex “A” and shown
approximately on Annex "B” both of which wre attach-
ed hereto and miade accurately part hercof @ and

WHEREASL, CONTRACGTOR agrees toander take its
ohligations provided heremalter as a coitractor with resp-
ect to the exploration, development and production of pet-

roleum in said Area; and

WHEREAS, the GOVERNMENT desives heveby to
grant such concession; and
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WHEREAS, the Minister of Industry, Petroleum, and
Mining, pursuant to the provisions of Law No. 86 of 1956,
may enter into concersion agreement with BEGPG and with

CONTRACTOR as a contractor, for the petroleum opera-

tion in the Area hercinafter referred to.

(2)

(b)

()

(d)

()

Now, Therefore, the parties hereto agree as follows

ARTICLE I
DEFINITIONS

»Exploration” shall include such geological, geophys-
ical, aerial and other surveys as may be contained
the approved Work Programs and Budgets, and the
drilling of such shot holes, core holes, stratigraphic

tests, holes for the discovery of petroleum. or the ap-
praisal of petroleum discoveries and other related holes

and wells and the purchase or acquisition of such sup-
plies, materials and equipment therefor, all as may be
contained in the approved Work Programs and
Budgets. The verb “explore” means the act of con-
ducting exploration.

“Development” shall include, but not be hmited ta,
all the operations and activities pursuant to approved
Work Programs and Budgets under this Agreement ;
with respect to :

(i) The drilling of development wells, and

(ii) design, construction, installation, servicing and
maintenance of cquipment lines, systers, facih-
ties, plant: and related operations, to produce
and operate sald wells, to take, save, treat,
handle, stcre, flare, transport and deliver petrol-
curn for export, and to undertake repressuring re-
cycling and other secondary recovery projects.

“Petroleum” means liquid crude oil of various densi-

ties, asphalt, casinghead gas all other hydro-
carbon substanzes that may be found in, and produc-
ed, or otherwis: obtained and saved from the area
under this Agreement, and all substances that may

be extracted therefrom.

“Liquid Crude Oil” or “Crude O1l” or “Oil” means
any hydrocarbon produced from the Area which 1s
in a liquid state at the wellhead or lease separators
or which is extracted from the gas or casinghead gas
in a plant. Such term includes distillate and

condensate.

“(Gas” is naturz] gas both associated and non-associat-

ed, and all of i's constituent clements produced from
any well in the Area and all non-hvdrocarhon sub-

sances therein  Said term shall include residue gas.
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A “barrcl” shall consist of forty two (42) United States
gallons, liquid measure, corrected to a temperature
of sixty degrers (60°) Fahrenheit.

“Commercial Well™ means the First well on any
geological feature which after testing for a period
of not more tnan thirty (39) consecutive days where
practical but in any event in accordance with sound
and accepted industry production  practices, and
verified by EGPC, is found to be capable of producing
at the average rate of not fess than Two Thousand
(2000) barrel; of oil per day, (BOPD). The date of
discovery of a “Commercial Well” is the date on
which such vrell is completed and  tested according
to the above

“ARE.” means ARAB REPUBLIC OF EGYPT.
“Effective Date’”’ means the date on which the rele-

vant law is wssued or the text of this agreement is
signed by the GOVERNMENT, BEGPC and CON-

TRACTOR, whichever is later,

“Year or “Calendar Year” means a period of

twelve (12° months according to the Gregorian
Calendar.
“Financial Year” means the GOVERNMENT s

financial year starting on January 1lst and ending on
December 1 st, both dates being mclusive.

“Tax Year’ meaus the period of twelve (12) months
according to the Gregorian Calender for which Tax
returns or reports are required according to any
applicable income, profits or other Tax Law or

regulation »f the ARE.

An “Affiliated Company” means a company .

(i) The siare capital, conferring majority of votes
at stockholder’s meetings of such company,
of which s owned directly or inchvectly by a
party hereto

(1) Which is the owner .directly_ or indirectly of
share capital conferring majority of votes at
stockholders meetings of a party hereto ; or.

(i} W hose share capital Confernng 2 majority of H

votes ar stockholders, meetings of such company
and -he share capital conferring a majority of
votes at stnckholders’ meetings of a party hereto
are owned directly or indirectly by the same

cotrpany.

b,

e e e e e s S S,

or Yl LY ) gty il oK € e ydl )
ae Ydas Wl S LS a0 Sasld LY Sl e

" L:"'"T"}"'_J‘i’ {GT- )EJi‘]? i—‘-':"'_}."l

oAl A "r‘::-:{_f ST, Jof le € Lottt 2V )
(Vo) i o ok ¥ eal Oz W o) o) s )
g B 506 OF e ¢ Ulee a3 S5 L A 2. s o
Ay ¢ oAl pal) Al ) eliall Lt Jad W 5 M ys- Y
Lo gted UM abn G P CAL VG aes Y e Al
Cpsdt Sl e Jeny (L) Ll e JRY i
A3V Qb b e Dl S0 LIS 0 o

At o5 U Les g 0 lnad s

R e N T N

el O Y Sl e U i @ QU Y o 0 [
o Sl il o A3 M ade ai ad gyl a) Al
AR oS Lt oty Ll

(1T} ot (V8 i Waliwn € Roarsadb @2 b0yl e a2 Yy (15)
.L_.;_,Hﬁﬂkg:}l;!ﬁjlﬂlm‘ \_’rg...::

3 g b e gadl LUY b Leloat Adul 0 v ()

DAY ey Ole 2 peed ¥ 3 (e 2 o)
. dulglly

ML‘J'G‘“:J':‘QUJ\ EJ.:J LI:L-.A..# i L""'j..-r'-':” :L...,...J"ﬂ{‘_j}
2 A SN BT 0 o © g et Y 0
A o> C_Jl_,l R L_51 P d.il:.:bh-‘. e "‘*‘-i.r"
e B3 g € Al Ll Bakl) Ay e
{ .& -{' .?_-',! J%JL.—.H -L._..._if_“.]\ :3\_,1}1_, Lﬂ‘.jﬁl"

L SULIL IR VRPN G PRI L RPL SPA LD B Y O

i Y Al Ll ol e 05T () 2
ST ¢ AW sde B b S 2 2la A

AP 5 iloa 8 o1 8 Sl aﬁllt",_-;_,s:: {_.,,':..H'.... X
A1 {,.&...vi A Lo~ tt.a_’:.:!-i ‘_3 t..'.'.l]i)..,a‘ﬂ d..:,,ls:}' d,ﬁl! .JLH
A ¢ A\ Y u...“_’,LT

DN g P LY Al L ool et 08 - | o
d‘-_ﬂ u*"b l..q......aﬁj 25‘).:.!1 & Lo l"""""i e tLa.‘.-L'g_-". A
o O b ! Alen plasal 3O pe¥t Ll AL

S R O A A5 as £3LW oda o3Y D)
. Ay 20 il



8 YA i 2 10 o (1) 0,50 oadl o e s A
— T -
ARTICLE 11 ( Al salll )
ANNEXES "0 THE AGRELMENT dALIYY  gdle
Annex “A” is a description Df.th{: Aresn covered and |} ¢ Al ede Lgalowry Lelats 2 aild) casy 1 () aeedld

affected by this Agreement, hereinafter referred to as
“the Area’. |

Annex “B” is an illustrative map on the scale ol
1 - 1,000,000 indicating the Area covered and affected

by this Agreement and accurately described 1n Annex
L:All-

Annex “‘C” is the form of the Letter of Guaranty to be
issued by the Chase National Bank of Egypt, Gawo, and to
Le submitted by CONTRACTOR at the time of signature
by the Minister of Incustry, Petroleum any Mining of this
Agreement for the sum of Two Million (2,000,000) U.5.
Iollars, guaranteeing the execution of CONTRACTORs
minimum exploration obligation hereunder for the first
Two (2) year exploration period. Such guaranty shall re-
main effective for six '6) months after the end of the said
Two (2) year period except as it may be released prior
(6 that time in accorcance with the terms thereof.

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

Annex “E” is the Accounting Procedure

Annexes “A”, “B”, “C”, “D” and “E” to this Agreement
are hereby made part hereof, and they shall be considered
as having equal force and cffect with the provisions of this
Agreement. |

ARTICLE 111
GRANT CF RIGHTS AND TERM
The GOVERNMENT hereby, grants EGPC and Con-

rractor subject to the terms, covenants and conditions set
out in this Agreemert, which insofar as they are contrary
‘0 or inconsistent with any provisions of Law No. 66 of
1953, as amended, shall have the foroe of Law, an exclusive
concession in and to the Area described in Annexes ©A"

and “B”.

fa) The GOVERNMENT shall own and be entitled, asj 4% o°3—2

hereinafter provi fed, to a royalty in cash or in kind of
Ten (10) percert of the total quantity of petroleum
produced and sived from the Area during the devel-
opment period including renewal. Said royaity shall
be borne and paid by EGPC and shall not be the
obligation of the CONTRACTOR. ‘The payment of

royalties by EGPC shall not be deemed to result inl

‘ncome attributz ble to the CONTRACT OR.

start from the Effective Date. Two (2) successive

|

An initial exploration period of Two (2) years shall | :
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extensions to the wmitial exploration peried of Three
(3) years each shall be granted Contractor at its op-
Lol upon ninety days prior written notice to EGPC
and subject only 10 its having fulfilled its obligations
hereunder tor the preceding period. The Agreement
shall be termmniz ted if no Commercial Discovery is esta-
blished by the end of the Eighth (8th) year of the ex-
ploration periodl. However such period inay be ex-
tended  at CONTRACTOR's opuon for up to six
months 1o enable the completion of drilling and test-
ing of any wel actually being drilled or tested at the
cnied af the Eighth (8ch) vear of the exploration period.
{dection by BOGPC to undertake a sole risk venture
nnder paragraph (¢) immediatcly heveafter shalt not
extend the expdoration period nor affect the termina-

tion of this Agrecement as 1o CONTRACTOR.

“Conunervial Discovery™ @ After discovery of a Com-
imercial Well, CONTRACTOR shall undertake, as
part of 1ts exploration program. the appraisal of the
hiscovery by dulling one or more additional wells, to
deternunc wheather such discovery is worthy of being
developed comunercially, taking into constderation
thie recoverabie reserves, production, pipehne and ter-
minal facilitics required, estimated crude oil pnees,
and all ather relevant technical and economic factors.

A Commercial Discovery may consist of one producing
reservoir ar o group of producing reservoirs which after
appraisal 3s worthy ol being developed commerciaily,
CONRACTOR rshall give notice of a Commercial Dis-
covery to FGPC immediately after the discovery is con-
sidered by CONT"RACTOR to be worthy of commercial
development but in no event later than the corapletion of
the second explmation appraisal well, or ten (10) months
fallowing the dae of discovery of the Commercial Well
whichever is eaylier; except that CONTRACGTOR shall
also have the rigt to give such notice of Commercial Dis-
covery with respoct to any reservoir or reservoirs ever if the
well or wells thereon are not “Commercial” within the deti-
nition of “Commnercial Well” if, in its opinion, a group of
reservoirs consid-red collectively, conld be worthy of com-
mercial developinent.

Follawing receiyt of such notice BGPC and CONTRAC-

TOR shall meet and review all appropriate data with
a view to mutuzlly agreeing upon the existence of a Gom-
mercial Discovey. The date of Commercial Discovery shall
he the date RGPC and CONTRACTOR mutally agree

that a Commercial Discovery exists.

(F Crocde OF s discovered but iz oot decmed by CON-
TRACTOR to he a Commercial Discoverv wnder  the
above provisions of this paraaraph (c). FEGPC shall, one
(1) year after e expiration nf the perod spric‘.iﬁrrl above
within which CONTRACTOR can give notice of Comn-

|
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mercial Discovery, or cighteen (18) months after the com- |

pletion of a well not considered a “Commercial Well”
have the right, following sixty (60) days notice writing
to CONTRACTOR, at its sole cost, risk and expense, to
develop, produce :ind dispose of all Crude Oil from the
geological feature on which the well has been drilled.
Said notice shall state the specific area covering said geo-
logical feature to be developed, the wells to be drilled, the
production facilities to be installed and EGPC’s esti-
mated cost thereof. Within thirty (30) days after receipt
of said notice CONTRACTOR may, in writing, elect to
develop such area as provided for in the case of Com-
mercial Discovery hereunder. In such event all terms of
this Agreement shall continue to apply to the specified

arca.

1f CONTRACTOR elects not to develop such  area,
the specific area covering said geological feature shall be

set aside for sole isk operations by EGPC. EGPC shall

be entitled to perform or in the event Operating Gompany
referred to in Article VI has come mto existence, to have

Operating Company perform such operations for it at
EGPC’s sole cost, risk and expense. When EGPG has re-
covered from the Crude Oil produced from such specific

area a quantity of Crude Oil equal in value to three hun-
dred (300) percent of the cost 't has incurred in carrying
out the sole risk vperations, CONTRACTOR shall have
the option, only n the event there has been a separatc

Commercial Discovery, to share in further development
and production o that specific area upon paying EGPC
one hundred (100) percent ~f such costs incurred by EGPC.
Such one hundred (100) percent payment shall be reco-

vered by CONTRACTOR from Cost Recovery Crude Oil

i the normal manner for the recovery of expenses under

Article VII (a). [mmediately following such payment the
specific area shall either (i} revert to the status of an ordi-

nary developmeni lease ander this Agreement and there-
after shall be operated in accordance with the terms here-

the event that at such time
is conducting all develop-

sole expense and EGPC

of : or (i} alternatively, m
EGPC or its affil'ated company
ment operations i the area at Its
elects to continue operating, the area shall

1 CONTRAC,"OR shall only be entitled to its percen-
tage of the Crude Oil as specified in Article V1I (b) below

<hall be valued in the manner pro-

The sole risk crucle ol
In the event of

vided in Paragraph (c) of Article VII.
any termination 5f this Agreement under the provisions
of paragraph (k) above this Agreement shall, however,
s operation of any sole risk
h Agreement shall have

TRACTOR pursu-
) above.

continue to applv to EGPC
venture hereunder, although suc

been terminated with respect 1o CON
ant to the provisions of said paragraph (b

remain sct aside
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(d) The developnment period shall be twenty (20) years

(€)

fy )

frm:n the date of the first Commercial Discovery. This
period may be renewed for an additional period of
Tm (10) years at the option of CONTRACTOR upon
six (6) months prior written notice to EGPC. Follow-
ing Commerc.al Discovery the extent of the whole
area capable of production to be covered by develop-
ment lease or leases shall be mutually agreed upon
by EGPC and CONTRATOR and be subject to the
approval of the Minister of Industry, Petroleum and
Mining. Suct area shall then be converted automa-
tically into a levelopment lease or leases without the
issuance of any additional legal mstrument or per-

IMissIon.

fDevalnpmer t operations thereafter shall be started
promptly by Operating Company and unless EGPC

‘and CONTRACTOR agree otherwise, at least one

drilling rig shall be used continuously until, 1n accor-

dance with good oil field practices and accepted petro- |

leum engineering principles, the field is considered

to be fully developed. In the event no commercial |

production of Petroleum in regular shipments 15 esta-
blished in any of the blocks in which a Commercial

Discovery is made within (3} years from the date of |

Coommercial Tiscovery, such block shall immediately
be surrenderecl.

CONTRACT DR shall bear and pay all the costs and
expenses required in carrying out all the operations
under this Agreement,
look only to the Petroleun to which it is entitled
under this Agreement to recover such costs and ex-
penses. Such costs and expenses shall be recoverable
as provided in Article VIL. During the term of this
Agreement and its renewal, the total production achi-

eved in the cemduct of such operations chall be divi-
ded between EGPC and CONTRACTOR in accor-

dance with the provision of Article VII.

CONTRACTOR shall be subject to the laws 1n
force in the A.RE. and the political subd.visions

thereof, which impose taxes on or arc measured
by incomz or profits, including those laws impos-
ing the ccmmercial and industrial profits tax, mu-
nicipal taxx, defense tax and national security tax

e and dividends paid with respect 1o

on Inco
shareholders  (hereinaiter referred to as

A RE. Income Taxes”), and, except as other-
wise provided in the Agreement, shall comply

with the requirements of such laws with respect

to the filing of returns, the assessment of tax,
nd the keeping for review by authorized persons
of books and records. s B

sgyt suck costs andt

expenses shall not incfude interest

on investment..
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for which COMTRACTOR’s shareholders many wol o LGt a0 ¢ JyWl! portlws e a0 25
e liable shall be decemed 1o be taxes lewvied G s
2gainst CONTRACTOR. o DU e 4y i

It is expressly agreed and acknowledged that | et caad ol 4 0 0 O mally e gacl o8,
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determined uncer Article VIT includes a volume

I PR U NS O PR S D S S RPN TR

of crude o1l o meet the CONTRACTOR’s e topall Jeall GO s de | rl'-n-ﬂ < u“ 4.::.#"
A.R.L. Tncome Taxes as described above in this | *o4 oda 3 odel cpn an WS (22 L v ) @ Jslil
Paragraph {[) '1). EGPC agrees thit proceeds | eds Lo rJ.-.-.._....r ol (de A Gilys (1) (o)
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this Article, th= tbtal taxable income of GON- P, . ) _ N
: i) ENL RN PRI | .
TRACTOR in respect of any tax Year shall IJP l ot - o JE3 f s Sefoy ¢ Rl

an amount calculated as follows . C T e e e Ll o Rl 4

(i) The total of the sums received by CON- [ & razll 51 20l e Jo@l) Wlstes N ALy f;-?""“‘ o
TRACTCR from the sale or other disposi- | ¢ v 1. 1.6l e S L
: LS Jeaz A LI o
tion of all Crude Oil acquired by CON- | f 2 "j" e SH pladl o S d
TRACTOR pursuant to Artile VI, o Al Bl e ) 5 (1) o AR
paragraphs (a) and {h) LESS.

< asl,

(4} The vosts ana expenses of CONTRAC- | w3l fud al Gawy Jalill Lealdh ) oi y pally Caih
TOR which are allowed to be recovered
in the Tax Year under paragraph (a)

of Article VII ; and
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) The value, as determined in paragraph Al Al oL e () FaA 3 Saaadt Ao (<

[c) of Article VIT of the excess Cost | ilgll Gacoddy ¢ LM S0 20Y aiail Pl et
Reorrery Crude QOil taken and separa- .

tely disposed of -by CONTRACTOR | o= 2 22ote 48 iy Sl 4l Joas il
pursuant to Article VIT. paragraph (a) c Rl LI e () () ) § a0

(2) ; PLUS T

(i) An amount equal to CONTRACTOR's (o op oz ) @ Jalall e Ul Gl pal Lyles Gl ¢

AR.E. income Taxes. , L ' ' -

(3) EGPC shall assume, pav and discharge, on fOogeper ) B dl Sl O3 e 2 Jassy ¢
hehalf of CONTRACTOR, CONTRACTOR’s { &t o Jytall o Ll sy Leairy ¢ Jy000 Le

A.R.E. income Taxes out of the sums received | leeas & G jadl o] ool Lo 00 Lo Joams 208
hy EGPC {ron the sale or other disposition of its '
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share of the Crude Oil. - r ,d" 3
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(4) EGPC shall fumish to CONTRACTOR the | & ¥ v b Mathl Sl (ol Lt 55 ( ()
proper official receipt evidencing the payment |  Jotll e ( o op ) § S5 I o pdo e

of CONTRACTOR’s AR.E. income Taxes, | . : '

1. : ‘ U‘ ;-LJ 4_...“:.“ L,. . a T - |-

within Two h mdred and ten (210) days follow-:| G2 1) #42 E Lg (X1 ) 220l puaill) G

ing: the Comir encement of the next ensuing Tax | Ul o2 3 50bis SVLaW vdm o 50 O Cony o )

Year. Such receipts shall be ssued by the pro- 5wV UL, € e o alb Al ba 1o . 2 _
pey Tax Auathorities and shall state the amount 2P S w19 ¢ g A A Ly Ls Loy
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In calculating it. AR.E. income Taxes, EGPC shall
be entitled to deduct royaldies paid by EGPC to the
GOVERNMEN"" and the AR.E. Income Taxes of
GONTRACTOEF: paid by EGPC on CONTRAC-
TOR’s behalf.

ARTICLE 1V

WORK PROGRXAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence exploration
operation hereurder not later than six (6) months after
the Effeative Date. Not later than the end of the
twenty second (: 2 nd) month after the Effective Date.
CONTRACTOR shall start exploration drilling in the
Area, with a commitment of dritling one {1) well dur-
ing the minal exploration period. EGPC shall make
available for CONTRACTOR’s use all seismic and
uther exploraton  data in EGPC's possession with
Yespect 10 said Adea.

The iminal exploration period shall be Two (2) years.
CONTRACTCR may extend this exploration periud
for two (2] additional periods of three {3} ydars each
respecttvely, each upon a thirty (30} days prior written
notice 1o EGPC subject to its expenditure of 1ts munt-
mum exploration obligations for each such period.
CONTRACTOR shall spend 2 minimum of Two
Millienn ({2,000,000) U.S. Dollars on exploratirm
operations and activities related thereto during the
imtial Two (2) year exploration period which shall

include the drilling of One (1) well. For each Three |

(3) year period that CONTRACTOR elects to extend
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beyond the initial exploration period, CONTRAC- | . SFop Y o L% a¥ samall UYL Y55 on

TOR shall spend 2 minimum of Six {6) Million U.3.
Dollais. |

Should CCNTRACTOR spend more than the
minimum awrount required to be expended during
the initial Two (2) year exploration period or during
any period thereafter, the excess may be subtracted
from the minmum amount of moncy required to be
expended by CONTRACTOR during any succeeding
exploration period or periods, as the case may be.

In case CONTRACTOR surrenders its exploration

~ obligations in this Agreement as set forth above before

or at the end of the Second (2nd) year of the initial
exploration  period, having expended less than the
total swun of “‘wo Million (2,000,000) U.S. Dollars on
exploration ¢ in the event at the end of the Second
(2nd) year CONTRACTOR has expended less than

said sum in the Area, an amount eqgual to the

difference between the said Two Million (2,000,000}

U.S. Dollars :tind the amount actually spent on explo-
ration activities shall be paid by CONTRACTOR 1o

EGPC at the time of surrendering or within three (3]
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months from the end of the Second (2nd) year of the
mitial exploration period, as the dase may be. Any
expenditure ‘deficiency by CONTRACTOR at the
end of the second (2nd) or third (3rd) period for the
reasons above-noted shall similarly, result in a pay-
ment by CONTRACTOR to EGPC of such deficie-
ncy. Porvided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitled
to recover any suc:1 payments as exploration expendi-
ture in the mannes provided for under Axticle VII in
the event of development of commercial production.

In case no Commercial Discovery 1s established by
the end of the Eighth (8t4) year, or in case CONT-
RACTOR surrerders its exploration obligations
under this Agreement prior to such timc, EGPC
shall not hear any of aforesaid expenses spent by
CONTRACTOR.

At least three (3) months prior to the begining of
each-year or at su:h other times as may mutually be
agreed to by EGI’C and CONTRACTOR, CON-
TRACTOR shall prepare an exploration Work
Program and Budget for the Area setting forth the
exploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During
the Exploration ’eriod, such Work Program and
Budget shall be at least sufficient to satisfy GON-
TRACTOR’s minimum expenditiire obligation for
the period it covers, taking into account any credits
for excess expendiures by CONTRACTOR i prior

¢xploration period.

~ The Exploratior. Work Program and Budget shail
be reviewed by a j»int commitiee to be established by
EGPC and CONTRACTOR after the Eifective
Date of this Agreement. This Committee, herem-
after referred to as the “Exploration Advisory Com-
mittee”, shall consist of Six (6) members, Threc (3)
of whom shall be appointed by EGPC and Three (3]
by CONTRACTCOR. The Chairman of the Explo-
ration Advisory Committee shall be designated by
EGPC from among the members appointed by it.
The Exploration /Advisory Committee shall review
and give such advice as it deems appropriate with re-
spect to the propcsed Work Program and  Budget.
Following review >y the Exploration Advisory Com-
mittee, CONTRACTOR shall make such revistons
as CONTRACTCR deems appropriate and submit
the Exploration Work Program and Budget, to EGPG
for its approval. Following such approval, it is fur-

ther agreed that :

(i) CONTRACTOR shall not substantially revise
or modify sail Work Program and Budget nor
reduce the approved budgeted expenditure with-

out the approval of EGPG;
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(ii) In the evert of emergencies involving danger of
loss of live; or property, CONTRACTOR may
expend such additional unbudgeted amounts as
may be required to alleviate such danger. Such
expenditurz shall be considered in all respects as
exploratior: expenditures and shall be recovered
pursuant to the prowvisions of Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds

tor all matenals, equipment, supplies, personnel,
administration and operations pursuant to the Ex-
ploration Work Program and Budget and EGPC
shall not be responsible to bear or repay any of the
aforesaud costs. |

(e} CONTRAGCTOR shall be responsible for the prepa-

{)

ration and pecformance of the Exploration Work Pro-
gram which shall be implemented in a workmanlike
manner and in consistence with good industry prac-
tices.

Fxcept as is appropriate for the processing of dat
and laboratory studies there on, to be made in specia-
lized centers outside A.R.E., all geological and geo-
physical stucics as well as any other studies related (o
the perfoririance of this Agreement, shall be made
i the ARG,

CONTRACTOR shall entrust the management
of exploration operations in the AR.E. to its techni-
cally competent General Manager and Assistant Ma-
nager. The names of such Manager and Assistant
Manager shall, upon appointment, be forthwith rio-
tified to the GOVERNMENT and to EGPC. The
Manager and, in his absence, the Assistant Manager,
shall be ertrusted by CONTRACTOR with suffia-
ent powers to carry out immediately and corply
with all lewful written directions given to them by
the GOVERNMENT or its representative under the
terms of tais Agreement or any lawful regulations
issued or Yereafter to be issued which are applicable

hereunder.

CONTRACTOR shall supply EGPC, within thirty
(30) days rom theend of each calendar quarter, with
a Statement of Exploration Activity showing COSsts
incurred by CONTRACTOR during such  quarter.
CONTRACTOR’s records and necessary supporting |
documents shall be available for inspection by EGPG
at any tirae during regular working hours for three |
(3) montks from the date 9}55 r;:ceivin}% E?:] St?ten;?:rt.
Within the three {3) months from the aate ol receive
g such Statemexgt,) EGPC shall advise CONTRAC-

TOR in writing if ‘it considers :

that the record of costs 15 not correct ;
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for goods or :ervices of similar quality supplied
on sirnilar terms prevailing at the time such
goods or services werc supplied, provided, how-
ever, that purchases made and services perform-

ed within A. R. E. shall be subject to Articie
XXV ;

(iti) that the condition of the matenals furmshed by
CONTRACTOR does not tally with their

prices ; or

that the costs incurred are not reasonably requi-
red for operahions.

CONTRACTOR shall confer waith EGPC mm con-
nection with the problem thus presented, and
partics shall attempt to reach a settlement which

- 1s mutuatly sitisfactory. 1f within the time
limit of the three (3) months period provided for

(i)

in this paragraph, EGPC has not advised CGON-

TRACTOR of 1ts objection to any statement,
such statemert shall be considered as approved.

CONTRACTOR shall supply all funds necessary for
its operations in A.R.E. under this Agreement, in
freely convertible currency from abroad. CON-

TRACTOR shall aave the right to buy Egyptian cur- |

rency whenever required and the conversion shall he
made at the local banks in the A.R.E. according to
the official A.R.E. rate of exchange.

ARTICLE V

MANDATOFEY AND VOLUNTARY
RELINQUISHMENTS

 MANDATORY
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At the end of the Second (2nd) year after the Effective
Date hereof CONTRACTOR shall relinquish to the GO-
VERNMENT a total »f twenty-five (25) percent of the
oripinal Area not then converted to a development. lease
or leases.

At the end of the Fi'th (5th) year after the Effective
Date hereof CONTRACTOR shall relinquish an additio-
nal twenty-five (25) pe-cent of the original Area not then
converted to 2 developmnet lease or leases.

Without prejﬁdicc te: Articles 111 and XXI, at the end

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

of the exploration period, CONTRACTOR shall relinqu- |
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CONTRACTOR. may, voluntarily, during any period
linquish all or any part of the Area provided that at the
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time of such volunta -y relinquishments its financial obliga- % _zall sde e Gl Olaisd
: : : - @7 ' : d AU GLY 2L el s
tions for exploration expenditures under Article IV para- 4 : S gt e

graph (b) have been satisfied for such period.

Any rclinquishments hereunder shall be credited to-
ward the mandatory provisions of the above paragraph.

Following Comm :rcial Discovery, EGPC and Contra- |

ctor shall mutually agree upon area to be relingui-
shed thereafter, except for the relinguishment provided
for above at the end of the total exploration period.

Notwithstanding an' thing to the contrary under this agree-
ment in the event that the Contractor declares a Com-
mercial Discovery, zontractor shall be obligated to spend
on exploration operiitions in the arca ail the sum of explova-
tion expenses stipulated in the Article IV for the entire
exploration period (14 million U.S. Dollars) without fur-
ther relinquishmert obligation as defined in Article V
except for the fina. mandatory relinquishment at the end

of the eighth year.

ARTICLE V1
OPERATION AFTER COMMERCIAL DISCOVERY

a) On Commercal Discovery, EGPC and CONTRA-
CTOR shall form in the ARXE. an operating com-
pany which thail be called Agiba Petroleum Com-
pany, hereinafter referred to as AGIBA or as Ope-
rating Company. AGIBA shall be subject to the
laws and regnlations in force in the A.R.E. to the ex-
tent that such laws and regulations are not inconsis-
tent with the. provisions of this Agreement or the
Charter of AGIBA : however, AGIBA shall, for the
purposes of this Agreement, be exempted from the
following laws and regulations as 10w Or hercafter

amended or substituted ;

-

Law Na. 26 of 1954 ont Companies, as amended;

Law Nc. 141 of 1963 on Representation of Em-
ployees and Workers on the Boards of Com-

panies .
Law Nu. 60 of 197! on Public Institutions and
Public Sector Units ;

Law N>. 61 of 1971 on the staff Regulations of
Public Companies ;

Law No. 97 of 1976 organising dealings in fore-
ign cuirencies ;

Presidential Decree No. 1868 of 1974 restricting
some (Jontracts of works of the Government to

Public Institutions and Corporations and Public
Sector Units.
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The Charter of AGIBA is hereto attached as Annex
“D”. Within thirty (30) days after the date of Com-
mercial Discovery, the Charter shall take effect and
Operating Company shall automatically come into
existence, without any further procedures. |

Ninety (90) days after the date Operating Company
comces Into existence in accordance with paragraph
(h) above, it shal prepare a development Work Pro-
gram and Budget for the remainder of the year in
which the Commercial Discovery is made ; and not
later than the fifteenth (15th) of October of said year
(or such other dite as may be agreed upon) and the
fifteenth (15th) of October of each year thereafter
Operating Company shall prepare an annual Produc-
tion Schedule, Work Program and Budget for the suc-
ceeding year. The Production Schedule, Work Pro-
gram and Budget shall be submitted to the Board ol
Directors for apjproval.

(d) Not later than ‘he twentieth (20th) day of each

(e)

month, Operating Company shall furnish to CON-
"TRACTOR a written estimate of its total cash re-
quirements for expenditure for the first half and the
second half of the succeeding month expressed in
U.S. Dollars, having regard to the approved budget.
Such estimate shall take into consideration any cash
exp&ct%ﬂ to be on hand at month end.

Payment for the appropriate period of such month
shall be made to the correspondent bank designated
in paragraph (e} below on the first day and fifteenth
day respectively, or the next following business day, if
such day 1s not a business day.

Operating Gompiny s authorized to keep at its own
disposal abroad 12 an account opened with a corres-
pondent bank of the Chase National Bank (Egypt).
Cairo the foreign funds advanced by CONTRAC-
TOR., Withdravrals from said account shall be used
for payment for goods and services acquired abroad

aml for transferrmg to a local bapk in the

A.R.E. the required amounts to meet expenditures,
in Egyptian Pounds, for Operating Company in con-
neciton with its activities under this Agreement.

Within sixty (6()) days after the end of each Finan-

cial Year, Opera:ing Company shall submit to the |

appropriate cxckange control authorities in the
ARE. a statemeat, duly certified by a recognized
firm of auditors, showing the funds credited to that
aceount, the disht rsements made ot of that account

~and the balance owtstanding at the end of the year.
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ARTICLE VII

RECOVERY CF COSTS AND EXPENSES

(a) (1)

AND PRODUCTION SHARING

Cost Recovzry Crude Onl

Subject to the auditing provision under this Ag-
reement, CONTRACTOR shall recover all costs
and expenses in respect of all the exploration,
developmen. and related operations under this
Agreement "o the extent and out of Forty (40)
percent per annum of all Crude Qil produced
and saved from all development leases hereunder
and not wed in Petroleum operations. Such

Crude Qil s heremafter referred to as “Coast Re-

covery Cruce Oil”.

Such costs and expenses shﬁll be recovered from Cost
Recovery Crude Oil in the followmng manner :

1)

(i)

1

All operating expenses, mcurred and paid after
initial Commercial Production, which for the
purposes of this Agreement shall mean the date
on which the first regular shipment is mads,
shall be recoverable in the later of the Tax Year
in which su:h expenses are incurred and paid er
the Tax Year in which imtial Commercial Pro-

duction occurs.

Exploratior. Expenditures, including those ac-
cumulated prior to the commencement of initial
Commercial Production, shall be recoverable at
the rate of twenty (20) percent per annum based
on amortiz:ation at that rate starting in the later
of the Tax Year in which such expenditures are
incurred ard paid or the Tax Year in which
initial Com mercial Production commences.

Development Expenditures, including those
accumulated  prior to the commencement of
initial Commercial Production, shall be recover-
able at the rate of ten (10) percent per annum
based on smortization at that rate starting in
the later of the Tax Year in which such expendr-
tures are incurred and paid or the Tax Year in
which initial Commercial Production Com

[MENCES.

(iv) To the exteat that, in a Tax Year, costs, expens

es or expenditures recoverable per paragraphs
(i), (i) an (iii) preceding exceed the value of
all Cost Recovery Crude Oil  for such Tax
Year, the cxcess shall be carried forward for
recovery in the mnext succeeding “Lax Year or
Years until fully recovered; but 1n no case after
the termination of the Agreement, as to GON-

TRACTOR.
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(v) For the purpcse of determining the classification
of all costs, ecpenses and expenditures for their
recovery, the rollowing terms shall apply :

[. “exploration Expenditures” shall inean all
wosts and expenses for Exploration.

2. “Development Expenditures” shall mean all
costs and expenses for Development with
the exception of operating expenses.

3.  “Operating Expenses” shall mean all costs,
expenses and expenditures made after
mnitial Commercial Production, which costs,
expenses and cxpenditures arc not normally
deprecial le.

(vi) It is understood and agreed upon that the recov-
ery of costs ar.d expenses as based upon the rates
referred to above shall be allocated to cach
quarter propcrtionately (one fourth to each
quarter). However, any allowable costs and
cxpenses not recovered in one guarter, as thus
allocated, shall be carried forward for recovery
in the succeecling quarter.

Contractor shall each year take and separately
dispose of all Cost Recovery Crude Oil  produced,
(except as provided-in-sub-paragraph (a) (3) below of
this Article VII) plus its share of the balance of the
Crude Ol as stipnlated in paragraph (b) below of
this Article VII. To the extent that the value of
the Cost Recovery Crude Oi] (as determined 1n sub-
paragraph (c) below) exceeds the actual recoverable
costs and expendiures, mcluding any carry forward
from paragraph (i) (1) {(iv) above, to be recovered in
that year, the ‘salue of such excess Cost Recovery
Crude Ol actually taken and separately disposed of
by Contrator shall be paid by Contractor to EGPC in
the manner set forth in Articie IV of the Accounting
Procedure contained in Annex “E” and Contractor
shall be deemed to have purchased such excess Cost
Recovery Crude Onl |

Ninety days pricr to the commencement of each
yvear E.G.P.C. sh:ll be entitled to elcct by notice n
writing to CONTRACTOR to take delivery i kind,
F.O.B. export terminal or other agreed delivery
point, of up to 75 percent of any excess Cost Recov-
ery Crude Qil for that year, and thereby reduce the
amount to be purchased by Contractor in the same
percentage amount:
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(h)

Production Shaning :

The remaining Sixty (60) percent of the Crude Oil

shall be taken and disposed of separately by EGPG
and CONTRACTOR in the following proportions

Eighty one (81) percent for EGPC and Nineteen (19)
percent for CONTRACTOR.

() (1) For the purposes of determining the value of
the quantity of Cost Recovery Crude Oil
which CONTRACTOR is entitled hereunder
during each calendar semester, the weighted
average prce realized in  freely convertible
currency from F.O.B. point of export-sales by
.either EGPC or CONTRACTOR under all
Crude Oil sales contracts currently in ‘effect but
excluding Crude Oil sales Contracts mvolving
barter, whichever is higher, to non affiliated com-
panies during such semestér shail be used. It i8
understood that in the case of C.I.F. sales, ap-
propriate cleductions shall be made for transport
and insurance charges to calcufate the F.O.B.
point of export price.

(2)

If during any calendar semester there are 1O

such sales by EGPC or CONTRACTOR under |

Crude Oil sales contracts cnrrently in  effect,
EGPC and CONTRACTOR shall meet and

mutually agree upon the price of Crude Oil to
he used in determining the value mentioned in
sub-paragraph {c) (1) above. Pending such
mutual agreement the price used shall be the
Tast price determined pursuant to sub-paragraph
(c) (1), or "mder this sub-paragraph (c) {2) which-
ever is lacer. and appropriate adiustment will

be made thercto after determmation of a
mutually  agreed price by EGP(T  and
CONTRACTOR.

(1) Operating Company shall prepare (not less than
ninety (90) days prior to the beginning of each
calendar semester followine regular production) and
fumish in wntting to CONTRACTOR and EGPC
a forecast, setting out the total quantity of Petroleum
that Operatiny Companv estimates can be produced

saved and “ransported hereunder during  such
ralendar semester in acenrdance with good ol industry

practices. Operating Companv  shall  endeavour
to produce each calendar semester the forecast quan-

tity. The CGrade Ohl shall be run to storage tanks com-
structed maintained and operated according to ‘Gov-
ernment regulations. by Operating Companv in which
said Crude Ol shall he metered or otherwise measu-

red for royalty, and the nther purposes requited by this
Agreement,

"’ it 4 iU Cb‘ﬂ *.Lu.‘:- ot

— a— Snl— A —— - dep—

X El'i.i'i\ rL.....:.'.il (<)
i) BW- 3 oyt
W el @3y 03 dar S5 skl Aot Le

C ALl 3 (AY) cpleds Aty Al
DR (1) e dad Jould

o asll LAl ) Bt Rad e SUAY (1) (2

AT ALY ede o g Jall) Wiy (A ARG oo Y
Sl il g A1 i gl Jeain § g A sl
e LAY ) R Shae el iy il A0
e AWK Wb eBdy ¢ paeaill dhi i WEPURY Ll.im
) i 3 Al o ot et ALY A
Ll c...l;;i’l,cz,g 5> ghe Szl aa Sy P W R PRIESUSL

cJLdai_ij.:HLgﬂ?{_iT.J}t:Jl“db-édin"m oy
(g ) el sl Hoy cpaleily A ST olas a3

v Aaslall

Gl 1 Al Lt o e sdm Jow d> g W 1 (V)

{-L-.'-._'l't n..'....n‘r"! e uh‘ lﬁ'lij LA...T-’.‘I-: L;JI JJL;.HJ 4:._43‘. ul.:: 1._,.:-._:_!
i i) Bal 35, S Aull s 4 dlaaal can (g

Y S S Mhe (N Dy ST ey e (1)L
(o) e il BN o ga SdnT a2V gm € Jurz Yyl
Y oo el € (1) () Kom A eda e ST
ade caisl gAY pandl bded Aa ol Lntdl OMaatdl (g s

o Jolalty A

"L__HHJE'LMJ;A{J:;;,!J ot} it aw (3)
Hjs Ollaally dadlall i A Aai 6 BN le Leg (A0 O
LUyt RS Ader o ¢ Kl Jylll i L
e B, Ll Lo o obealls QS &S 2 Law
3 SN A i) ) i LT LSWN e g \liis 5
eV iy 2 delial JyeY Lits

5 e L) K gl Ugtoms Shlantly TSN 2520 e
o P ge..:i-w S it o @b
G, Sledl RGN A Bady Jatis Sl LA L
6 A o i ol ! e Pl e Ln gl 1 S

" iUl e de Lol (A ST LAY ¢ 3N S



22 | YA o ol Vo (1)

()

(c)

S Y sl Lo Y

CONTRACTOR shall have the right and the obliga-
tion to separately take and export currently all of
the Crude Qil to which it is entitled as 1s determined
in accordance wita sub-paragraphs (a) -and (b} of
this Article. Subject to payment of sums due

EGPC under Articlz VII {a) (2) and IX. CONTRAC-
TOR shall have the right to retain abroad all funds
acquired by it abroad including the proceeds from the
sale of its share of Crude Oil exported.

ARTICLE VIII
TITLZ TO ASSETS

EGPC shall becorr e the owner of all assets acquiresd
and owned by CONTRACTOR in connection with
the operations canied out by CONTRACTOR or
Operating Compary in accordance with the follow-
Ing : *

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

(2) Title to fixed and movable assets shall be trans-
ferred automatically and eradually from CON-
TRACTOR to EGPC as they become subject
to depreciatian in accordance with the provis-
ions of Article VII; however, the full title to
fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPG
at the end of the year when its total cost has
been recovered by CONTRACTOR in accord-
ance with the provisions of Article VII, or at
the time of termination of the Agreement which-
ever first occurs. |

The Book Value of the Assets created during each
calendar quarter shall be communicated by CON-
TRACTOR to EGPC or by Operating Company to
EGPC and CONTRACTOR within thirtv (30} days

of the end of each quarter.

During the terny of this Agreement and the renewal
period CONTRACTOR and Operating Company

are entitled to the full use in the Agreement Area,

and other Area approved by EGPC of all fixed and
movable assets, CCONTRACTOR and EGPC shall
not dispose of the same except with agreement of
the other.

CONTRACTOR may freely import into ARE,
use therein and freely export at the end of such usc
machinery and ejuipment which it cither rents or
leases in accordance with good industry practices.
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ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

(1) CONTRACTOR shall pay to EGPC as a Signa-
twe Bonus the sam of Five Hundred thousand
(500,000) U.S. Dollars on SIGNATURE DATE of

the Arabic Version

CONTRACTOR shall also pay to EGPG as Signa-
ture Bonus the sun of One (1) Million U.S: Dollars
within one year from such SIGNATURF, DATE.

(b)

CONTRACTOR shail alsﬁ pay :

The sum of Two M illion (2,000,000) U.S. Doliars
as a Production 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) con-

secutive praducing days.

CONTRACTOR shall also pay :

The sum of Four Million {4,000,000) U.S. Dollars
as a Production Bonus when the total average daily
production first reaches the rate of one hundred
thousand (100,(00) barrels per day for a period
of thirty (30} corsecutive producing days.

(d)

CONTRACTOR shali also pay |

The sum of Six Million (6,000,000} U.S. Dollars as
a Production Bonus when the total average daily
production first reaches the rate of one hundred &
‘fifty thousand (150,000) barrels per day for a period
of thirty {30} coasecutive producing days.

-Both aforesaid Signature and Production Bonuses

(£)
shall neither be recovered nor amortized by CON.
TRACTOR.

(g) In the event that EGPC elects to develop any part

of the Area pursuant to the sole risk provisions of
Article TYI (c) hercinabove, production from such

sole risk area shall be considered for the purposes
of this Article 1X only if CONTRACTOR exercises

its option to shzre in such production, and only from |

the inittal date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

. CONTRACTOR shall maintain an  Othce in A R.E.
at which notioes shall be validiy served.

The General Manager and assistant Manager shall be

entrusted by CONTRACTOR with sufficient power to
carry out immediatrly and comply with all local written
directions given to him by the GOVERNMENT or its

representative under the terms of this Agreement or any

|

|
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lawful regulations issied or hereafter to be issued which
are applicable hereunder and not in conflict with this
Agreement.

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

ager or which are sent to him by registered mail to CON-
TRACTOR’s office m ARE.

~ All matters and notices shall be deemed to be validly
served which are fef: at the office of the Chairman of

EGPC or which are sent to him by registered mail at
EGPC’s main office in Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

(a) Operating Company shall take all proper measures,
according to generally accepted methods 1n use in
the oil industry © prevent loss or waste of petroleum
above or under the ground in any form during drill-
ing, producing, rathering and distributing or storage
operations. The GOVERNMENT has the rnight to
prevent any operation on any well that it mmght
reasonably expe:t would result 1n loss or' damage to
the well or the oil field.

- Upon completicn of the drilling of a productive well,
Operating Company shall inform the GOVERN-
MENT or its representative of the time when the
well will be tested and the production rate ascertain-
ed

Except in instanices where multiple producing for-
mations in the same well can only be produced econo
mically through a single tubing string, Petroleum shall
not be produced from multiple o1l carrying zones
through one string of tubing at the same time, except
with the prior approval of the GOVERNMENT or

its representativ?,

Operating Comyany shall record data regarding the
quantities of petroleum and water produced monthly
from each deve opment lease. Such data shall be
sent to the GOVERNMENT or jts representative on
1he special forms provided for that purpose within
thirty {30) days after it is obtained. Daily or weekly
statistics regardiag the production from the Area
shall be availabl: at all reasonable times for examina-
tion by authorized representatives of the GOVERN-

MENT.

(d)

Daily drilling records and the graphic logs of wells

must show theé quantity and type of cement and the
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(a)

(d)

(&)

amount of any other materials used 1n the well for
the purpose of protecting petroleum, gas bearing or
fresh water strata. '

the well after its completion
approval of the representative of the

mechanical conditions ol
should be subject to the
GOVERN-

Any substantial change ol

MENT.

ARTICLE X1l
CUSTOMS EXEMPTIONS
LGPC, CONTRACTOR, Operating Company ancl

iheir contracters and subcontractors engaged m carry-
ing on operations under this Agreement shall be per-
mitted to import and shall be exempted from customs
Juties. with respect to the importation of machinery,
equipment, vehicles, materials, supplies, consumable
tems, foodst ffs and movable property when certi-
fied by a responsible representative of EGPC, to be
nsed solely in carrying on operations under this Agree-

ment.

Each expatriate employee of CONTRACTOR, and |
(perating Gempany and the said contractors and sub-
~ontractors shall be permitted to jmport and shall be
exempt from all customs duties with respect to the
reasonable irnportation of houschold goods, 1tems,
foodstuffs and personal effects including one auto-
mohile: provided, however, hat such properties are
imported for the sole use of the employee and his
family and provided, further, that no such property
imported by the employee shall be resold by him 1
the A.RE. ekcept ccordance with GOVERN-

MENT regulations.

The exemption provided in (a) of this Arucle shall
not apply to any imported items when EGPC consi-
ders and shows that items of the samé, or substantially
the samne, kind and quality are manufactured locally
and are available for purchase and timely dehvery i
the A.R.E. at a price not higher than ten (10) percent
more than the cost of the imported item before cust-
toms duties, but after transportation and 1nsurance

costs have been added.
Any of the jtems imported into the A.R.E. either ex-
empt or noi-exempt from customs duties, taxcs Or im-

1is Avticle may be exported by the -

posts nnder
y time without the pavment of any

porting party at an
export duly, or impost.

Used but serviceable material, equipment and gc_rocls
vesulting frorn operations hereunder may be sold with-
.n the A.R.I.. provided that the purchasers pay the

applicable customs duties, taxes or imposts, if any, €

LS; (’i)JJg' f -*'"\'J‘-- ;«-:-n—-r_‘;,.“ ;-b_f_H

cept if sold to EGPC or an affiliated company of
EGPC.
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() Material, equipmen- and goods 50 damaged or used | Cusnw Codearl b il o pladly oludl, Aty g,

as to be non-service:ble and which are classified by! is AV ey ¢ Jlaas U s 8 cae ol
CONTRACTOR or Operating Company as scrap or s . 5 ) Rl s S "L_JJH‘L. ]
junk {any such COMTRACTOR’s appraisal being | ~— " =% &'} & TR el
subject to EGPC aporoval and any such Operating | r=% $* Sl W11 Lsls o0 g 0 RECR
Compapy’s appraisal being subject to EGPC and | Wl o & Sladl O &5 o o p £l i
CO‘]IC"JTRACTOR aparoval) may be sold as SCrap Or | 555 LW H1 55,48 Lgau o (JaUlly Ly i)
Junked without payment of customs duties, taxes or . . AR | _

I posts. e A S *-T-J‘;f M AS o gy pis

(2) In the event of such sale under sub-paragraph (e) and | ¢/l 3 40V el ¢ iy & Sldes ol ol D> 5 ()
(f) above, the proceed from such sales shall be divided | J: 3l eda e O ascld Eoy ¢ 4l (L) 4 ()
in the following manuer : | | SO0 11| YT

CONTRACTOR :hall be entitled to reimburse-| ».is S e i L Sh 2l L

ment n:f Its unrecoversd cost, i_f any, in such mat.ﬁrial Vel ey L el Rt BTN R PP | S o
or cquipment and the: excess, if any, shall bz paid to - T BT
EGPC P S

(h)  “Customs duties”, as used herein, shall include all| & "“'L“":*—“i bre g0 3 € 45 _,._-..Jl r_;m_;_”. Ve ()
duties, taxes or imposts {except those charges paid to| ! "—"’T‘:‘J“‘J"' st dJ""‘“ fa— b G £ aslant ode
the GOVERNMENT for actual services rendered), | Olads ol da Sl gab b elilzll ) Ay sl o2t
which are payable as a result of the importation of | f! et e a1 L Tl R R WY
the 1tem or items und:r consideration, | v 03 gead] Lzt

() There shall be no licence required, and CONTRAG. | -2 Jyid) s S o Ay Jpblly, gl o % (2
TOR, EGPC and their respective buyers shall be ex- | o stieY &> 5 D el 0 WY sde 4J]
¢mpted from any duty, tax, fee or any other financial

. . £ f Petrol b SN 4w o D a0 5 LRI PO I N
Impost 1 respect of the export of Petroleum here- | . ey , . i _—
under. Al sde B g J Paly aalesa

) At a reasonable time prior to the commencement of | ‘¢! paza Al a2 LI VR U IR T L A U RS
Commercial Production EGPC and CONTRCTOR | o 3L Juaini et e lain, gl
shall meet and agree upon a procedure for scheduling | e il aan b
tanker liftings from th> agreed upon point of export, "
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ARTICLE XIIT ( 820 ILUY 5500 )

BOOKS OF ACCOUNT : ACCOUNTING hlegddlly Ll L clleadl stia

AND PAYMENT

H) EGPC, CONI‘RACTIJR and Operating Cﬂmpany UL"—:iujh *"‘-"L“IL df'-”_? LJJLRH-J ‘*‘-;-‘H Cr ‘_’\.5' { 3t 1':1
shall each maintain at their business offices in the | U3 (g-p.p) 4 Lhe Lol Gl JUs L
A.R.FT. books of accc'rur;t, in accordance with the Ac- gl s ,, (s Sl g ondl st Pl Lo _,
counting Procedure in Annex “E” and accepted ac-{ ¢y, =) it g dote iady Jpeally 4 il 4o _ial)
counting practices generally used in the petroleum in- |, T i - ‘ =
dustry, and such other books and records as may he | 222 b s y2l LM OMaLt, s~ Lt e,
necessary to show the work performed under this 3y 4 '
Agreement, including tae amount and vaule of all
Petroleum produced aaxd saved hereunder. CON. o L o
TRACTOR and Operaring Company shall keep their [ <1 Jloi> Sl L@t a5 a1, g
bocks of account and accounting records in United | wt,v,0, oot J Mg L) Ll Lgbl o
States Dollars. Operating Company shall furnish to ey e o _
the GOVERNMENT cr its rcpmmive monthly | “tiealt AW LAY ulry ¢ L WM Saacll oY
returns showing the amount of petroleum produced 2l Jond) AS mos g ity Leliea 1 4, Sall b g
and saved hereunder. Such returns shall be prepared | ~ ’ _ s ALY sde  sed et
in the form required by the GOVERNMENT, or jis| “UaH sdor dws - LU odn aziy 4 keical,




27

()

VAYA i s A0 3 (1) 0

GW sl = e 1 32500 ‘\

representative and shall be signed by the General
Manager or by th: Assistant Manager or a duly des-
ignated deputy, ind delivered to the GOVERN-
MENT or its representative within thirty (30) days
after the end of the month covered mn the return.

The aforesaid bcoks of account and other books and
records referred to above shall be available at all rea-

sonable times for inspection by duly authonzed repre-
sentatives of the GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and
Loss Statement for the Calendar Year not later than
March 15 of the following year to show its net profit
or loss from the Petroleum operations under this
Agreement for such year. -

CONTRACTCR shall at the same time submit a
year-end Balance Sheet for the same Calendar Year

to EGPC.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

CONTRACTOR. and/or Operating Company shall
prepare and, at all times while this Agreement 1S In
force, maintain zccurate and current records of 1ts
operations in the Area hereunder.  CONTRACTOR
and/or Operating Company shall furnish the GOV-
ERNMENT or its representative, in conformity wita
applicable regulations or as the GOVERNMENT or
its representative may reasonably require information
and data concerning its operations under this Agree-

ment.

CONTRACTOF. and/or Operating Company shill
save and keep fcr a reasonable period of time a re-
presentative portion of each sample of cores and cutt-

ings taken from drilling wells, to be disposed of, o
forwarded to the GOVERNMENT or its representa-
tive in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or
Operating Company for its own purpose shall be con-
sidered available for inspection at any reasonable
time by the GOVERNMENT or its representatives.
Any such samples which CONTRACTOR or Operat-
ing Corapany has kept for a period of twelve ({12)
months without receipt of instructions 1o forward
them to the GOVERNMENT or its representatives
or elsewhere mav be disposed of by CONTRACTOR

or Operating Company at its discretion.

agreed to by EGPG, in case of ex-

Unless otherwise
AR.E, samples e

porting any rock. samples outside
uivalent in size and quality shall,
tation, be delivered to EGPC as representative of the

GOVERNMENT.
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(d) Originals of records can unly be exported with ths
permission of EGY'C ; provided, however, that mag-
hetia tapes and an other data which must be proces-
sed or analysed outside the A_R.E. may be exported
if a monitor or a comparable record, if available, is

maintained in the A.R.E. and provided that such ex-
ports shall be repatriated to A.R.E. on the under-
standing that they belong to EGPC.

During the period CONTRACTOR is conducting the
exploration operations, CONTRACTOR shall per-
mit EGPC through EGPC’s duly authorized repre-
sentatives or employees to have full and complete ac-
cess to the Area at all reasonable times with the right
to observe the operations being conducted and to n-
spect all assets, records and data kept by CONTRA-
CTOR. EGPC’s representative, in exercising
rights under the preceding sentence of this paragraph
(e), shall not interfere with CONTRACTOR’s opera-
tions. CONTRACTOR shall provide EGPC with
copies of any and all data (including but not limited
to, geological and geophysical reprts, logs and well
surveys) informaticn and interpretation of such data
and other information in CONTRACTOR’s posses-
sion. Al such data and mformation shall be strictly

its |

confidential and shall not be divulged by EGPC ex-
cept to affiliated compantes, or by the GOVERN-
MENT, without the consent of CONTRACTOR
while this Agreement remains in force. However,
for the purpose of obtaining new offers the GOVERN-
MENT may show anv other party geophysical and |
geological data (the age of which 1s not less than one
year) with respect to the Araea adjacent 10 the Area

of sneh new offer.

ARTICLE. XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely he responsi-
ble in law towards third parties for any damage caused
hy CONTRACTOR’s exploration operations and shall
indémnify the GOVERNMENT and/or EGPC against

all damages for which they mav he held liable on account
of anv such onperanons, '

ARTICLE XVI
PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVRNMENT
shall have access to the Area covered by this Agreement

and to the operations ccnducted thereon.  Such represen-
tatives may examine the hooks, registers and records ot

EGPC, CONTRACTOR and Opcrating Company and

make a reasonable number of surveys, drawings and tests |
for the purpose of enforzing this Agreement. They shall, |
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for this purpose, be entitled to make reasonable use of
the machinery and instruments of CONTRACTOR or
Operating Company or. the condition that no danger or
umpediment to the operitions hercunder shall arise directly
or mdirectly from such use. The GOVERNMENT shail
mdemmity and resnbursz GONTRACTOR or Operating
Company tor any loss or damage which may in fact result
from any such use of said machinery and Instruments.
Such representatives shall be given rcasonable assistance
by the agents and eiaployees of CONTRACTOR or
Operating Company so that none of their activities shall
endanger or hinder the safety or effeciency of the

CONTRACTOR or Operatung Gompany

Operations. pa
eges and faciiues

shall offer such representatives all privi
accorded to its own emyployees in the field and shall provide

them, free of charge, the use of reasonable office space and
of adequately furnished housing while they are in the field
for the purpose of facil tating the objectives of this Article.

Any and all information cbtained by the GOVERNMENT §

|

or its representatives wader this Article XV shall be kept
confidential with respect to the Arvea and shall not be

disclosed during the terms of this Agreement without the
prior written consent -3 EGPG and CONTRACTOR.

ARXTICLE XVIi
EMPLOYMENT EIGHTS AND TRAINING OF
ARAB REPUBL.C OF EGYPT PERSONNEL

1¢is the desire of EGPC aud CONTRACTOR that
operations hereunder be conducted 1n a business-like

and efficient mapner

(a)

(1) The expatriate administrative, professional and
technical prrsonnel embloyed by CONTRAC-
TOR or Oyerating Company and the personnel
of its contractors for the conduct of the operations
hereunder, shall be granted a residence as provi-
ded for  ir law  No. 89 of 1960 as amended
and the wors pernit for aliens as provided for in

the Ministerial  Order No. 3 of 19533 a8
amended without prejudice to the ARE. laws

and regulations relating to pubil pohicy o1 {

public security.

A minimuin of twenty-five {25) percent of 1he
combined salanes and wages of cach of the

rxpatriatc  administrative,  professional  and
technical personnel employed by CONTRAC-
TOR or Operating Company shail be paid
monthly in Egyptian Currency. On final vepa-

triation such personnel shall have the right to
remit abroad in U.S. Dollars or other currencies

the unused portion of Egyptian Currency in
excess of twenty-five (25) percent of such person-

ncl’s salary.

(2)

1
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(4)

(o)

(V)

CONTRACTOR and Operating Company shall
each select its empclyees 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 rs AR.E. employees engaged in
operations hereunder with respect to applicable aspe-

cts of the petroleum ndustry. CONTRACTOR and

Operating Company will undertake to replace
gradually their nor-executive expatriate staffs by
qualified nationals as they are available.

During the period when CONTRACTOR is con-
ducting Exploratior, CONTRACTOR shall give
mutually agreed numbers of EGPC employees an op-
portunity to attend and participate in CONTRAC-
TOR’s and CONTRACTOR’s affiliate training pro-

grams relating to exploration and development opera-
tions.

ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be
bound by Law No. 66 of 1953 (excluding Article 37
thereof) as amended by law No. 86 of 1956 and the

regulations Issued for the mnplementation thereot,

ancluding the regulations for the safe and etficient

performance of operations carried out for the execu-

tion of this Agreement and for the conservation of the-

petroleum resources of the A RE. provided that no
regulations, modification or interpretation thereof
shall be contrary to ¢r inconsistent with the provisions
ot this Agreement.

EGPC and CONTRACTOR shall be exempted trom
all taxes, except as provided in Article 111 paragraph
(i} for income taxes. with respect to the extracting,
producing, exporting or transporting of Petroleum
hereunder, CONTRACTOR shall also be exempted

from any tax on capital.

The rights and obligaticins of EGPC and CONTRA-
CTOR under, and for the effective term of this

Agreement, shall be governed by and 1n accordance
with the provisions of this Agreement and can only
be altered or amencled by the mutual agreement of

the said contracting Ddarties.

The contractors and sub-contractors of CONTRA.-
CTOR and Operatiag Company shall be subject to
the provisions of this Agreement which atfect them,

they shall also be bound by all regulations which are
duly issued by the GOVERNMENT from time to

tine,
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ARTICLE XIX
RIGHT OF REQUISITION

In case of naticnal emergency due to war of Immi-
nent expectation of war or internal causes, the

GOVERNMENT may requisition all or 2 part of the

production from the Area obtained hereunder and
require Operating Company to increase such produc-
ton o the ulr ost possible maximum. The GOVE-
RNMENT m:y also requisition the ol field itseif
andl, if necessay, related faciiities.

In any such case, such requisition shall not be effec-
ted except after inviting EGPC and CONTRACTOR
or their represcntative by registered letter, with ack-
nowledgement of receipt, to express ther view with
respect to such requisttion.

The requisition of production shall be etfected by
Ministerial Order. Any requisition of the oil held
itself, or any rlated facilities shall be effected by a
Presidential Decree duly notified to EGPC and
CONTRACTOR.

In the event of any requisition as provided abave,

the GOVERNMENT shall indemnify in full EGP{:
and CONTRACTOR for the period during which

the requisition is maintained, including :

(1) All damages which reslut from such requsition.

(2)

Full paymnent each month for all Petroleum
extracted by the GOVZIRNMENT less the

royalty share of such production.

However, any damage resulting from cnemy attack
'« not within :he meaning of this sub-paragraph (d).
Payment hcreunder shall be made to CONTRAC-
TOR in U.S. Dollars remittable abroad. The price
paid to CONTRACTOR for Petroleumn taken shall
be calculated in accordance with Article VIT Para-

graph {c).

ARTICLE XX
ASSIGNMENT

Either EGPC or CONTRACTOR shall be entitled
to assign its rights privileges, duties and obligations
under this Agreement, provided that

The assignor shall remain jointly and severally liabic
with the assiginee for the performance of the obliga-
tions and dut.es of the assiBnor hereunder.

The GOVERNMENT approval to assignovil shatl |

be [rst obtaied.
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(3) L'be msturument of assignment must include provisions l e oA pesear e 5 Gy et o) _ ¥

(h)

stating precisely the ¢ the assignee is bound by all terms
and provisions contained in this Agreement and any
madification or adklitions in writing that up to such
tume may have been made. A draft of such instru-
ment of assignment shall be submitted to the GOV-
ERNMENT  for review and approval beforc being

formally executed.

The obligations of tac assignor arising from this Agree-
ment must bave been duly fulfilled as of the date such
reciuest 1s made or assignor ancl assignee jointly and
severally  guarantee fulfilment of any  wfulfilled

chhigations of assignor in accordance with the terms |

ol this Agreement.

Aty assignment made pursuant w (e provisions of
this Article shall be free of any transfer or related
taxcs, oharges or fees,

() Notwithstanding the ‘orcgoing provisions of this Article

XX, cither EGPC o CONTRACTOR shall be free
to assign its rights, privileges, duties and obligations
under this Agreement to an affiiated company, pro-
vided alwavs that  the assignor and assignee shall be
jomtly and severally hable for the performance of
the obligations and duties of the assignor.

ARTICLE XXI

BREACHE OF AGREEMENT AND POWER TO

(ANCEL

(3) The GOVERNMENT shall have the right to cancel

this Agrecruent by Order or Presidential Decree, with
respect to CONTRACTOR. in the foliowing instan-

C4Ss

(1} TEae knowingly has  submitted any false state-
ments to the GOVERNMENT which were of 2
material consideration for the execution of tlys
Agreement.

If 1t assigns any interest hereunder contrary o

the provisions of Article XX hereof

(3)

It 1t 15 adjudic: ted bankrupt by a court of con-
petent jurisdiction |

(4) 1f it does not comply with any final decision ve-
ached as the result of court proceedings conchc-
ted under Article XXIIT paragraph (a) here-
under ;

(5) If it intentionaly extracts any mineral other

than Petroleum not authorized by this Agree-

nent or without the authority of the GOVERN. ‘

!
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(b)

(a)

al— A e lal

MENT exvept such extractions as may be un-
avoidable is the result of operations conducted
hereunder in accordance with accepted petro-
leamn industry practice and which shall be noti-
fied to the GOVERNMENT or its representative
as soon as possible ; and

(6) 1f it commits any material reach of this Agree-
ment or of the provisions of law No. 66 of 1933,
as amended by law No. 86 of 1956, which are
not expressly contradicted by the provisions of
this Agrecment. Such cancellation shall take
place without prejudice to any rights which may
have accrned to the GOVERNMENT agamst
CONTRACTOR in accordance with the provr
sions of th s Agreement; and, in the event of such
cancellaticn, CONTRACTOR shall have the
right to ramove from the Area all 1its personal

property.

‘14 the GOVEENMENT deems that one of the atore-

said causes (other than a force majeure cause referred
to in Article XXI1 hereof) exists to cancel this Agree-
ment, the GOVERNMENT shall give CONTRAC-
TOR ninety (90) days written notice personally
served on  CONTRACTOR’s General Manlager 1n
the legally off cial manner and receipt of which 1s
acknowleged by him or by his legal agents, to remedy
and remove such cause ; but if for any reason such
sexvice is impossible due to unnotified change of ad-
dress, publication in the Official Jounal of the GOV-
FRNMENT of such notice shall be considered as
validly served upon CONTRACTOR. 1t at the end
of the said ninety (90) days notice period such cause
has not been.remedied and removed, this Agrecment
may be cance led forthwith by Order or Presidental
Decree as aforesaid provided, however, that if such
cause, or the failure to remedy or remove such cause,
results from ar.y act or omission of one party, cancelia-
lion of this Agreement shal! be effective only as against
that party anc| not as agamnst the other party hercto.

CONTRACTOR shall be allowed to remove therr
belongings from the Area of any lease cancelied
hereunder after settling all claims due to the GO-

ARTICLE XXII
FORCE MA]JEURE

The non-periormance or delay in performance by
EGPC and JONTRACTOR, or erther of them, of
any obligation under this Agreement shall be excused

if, and to thz cxtent that, such non-performance or
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()

delay is caused by force majeure. The period of any
such non-performaice or delay, together with such
period as may be nixcessary for the restoration of any
damage done duringf such dclay, shall be added to the
ume given 1n this figreement for the performance of
such obligation and for the performance of any obliga-
tion dependent thercon and consequently, to the term
of this Agreement, ut only with respect to the block
or blocks affected.

“Force Majeure”, within the meaning of this Article
XXII, shall be any order, regulation or direction of
the GOVERNMEMNT. of the AR.E., Germany or
Switzerland with respect to CONTRACTOR whether
promulgated in the torm of a law or otherwise, or any
act of God, mnsurrection, riot, war strikc, and other
labor disturbances, ires, floods or any cause not
due to the fault or negligence of EGPC or (.ON-
TRACTOR or either of them, whether or not siinilar
w0 the forcgoing, provided that any such cause as be-
yond the reasonable control of EGPC and CON-

TRACTOR, or either of them.

Wihout prejudice to the above and except as may
be otherwise provid:d hercin, the GOVERMNMENT
shall Incur no responsibility whatsover to EGPC and
CONTRACTOR, or either of them for any damages,
restrictions or loss arising i consequence of such case
of force majeure, exxcept a force majeure caused by
the order, regulations or direction of the GOVERN-
MENT of the ARAB REPUBLIC: OF EGYPT.

If the force majcumre cvent occours during the intial
exploration period ¢r any extension thereof and con-

“tinues in effect for z period of two (2) years, CON-

TRACTOR shall have the option upon ninety (40)
days prior written notice to EGPC to terminate its
obligations hereunder without further liability of any
kind and, if still in ‘orce, the Guaranty contained in
Annex “C” hereto, shall be automatically cancell:d
and EGPC shall so otify the Bank to release the
Guaranty.

ARTICLE XXIII
DISPUTES AND ARBITRATION

Any dispute arising Fetween the GOVENMENT and |

the partics hercto with respect to the interpretation,
application or exccution of this Agrzcment, shall be
rcferred to the jurisdiction of the z ppropriatc A.R.E.
Courts and shall be Finally settled by such courts.

Any dispute arising between CONTRACTOR and

EGPC in connection with the present Agreement
shall be finally settlec. by arbitration. The arbitration

shall be held in Stockholm, Sweden, and conducted

i accordance withh (he Rules of Conciliation sl
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Arbitration of the mtermational Chamber of Come
merce. In the event of no provisions being made m
these Rules in certain cases, the Arbitrators shail
establish their owa procedures.

‘The arbitration shali be wmtiated by either party
giving notice to the other party that it dects 1o refer
the dispute to arbitration and that such party (herein-
after referred to as the “First Party” has appointed
an Arbitrator who shall be identified 1n said notice.
The other party hereinatter referred to as the “Second
Party™), withm fhifteen {15) days shall notify First
Party in writing, identifymg the Arbitrator that it
has selected.

If the Secund ’arty does not appowmt its Arbitrator
as aforesaid, the First party shall have the right to
apply to the Court of Arbitration of the International
Chamber of Conmerce to appoint a second arbitrator.
‘The two arbitrators shall, within thirty {30} days,
select a third Arbitrator, faitling which the thid
Arbitrator shall{ be appomnted by the Court of Arbit-
ration of the Iaternational Chamber of Commerce at
the request of etther party.

The third Arhitrator must be a citizen of a country
other than th: ARE, Germany & Switzerland and
a country which has diplomatic relations with both
the AR.E., Germany & Switzerland and shall have
no economic interest in the oil business of the
signatories hcreto.

The parties shall extend to the Arbitration Board all
facilities (in¢ uding access to the petroleum operations)
for obtauung; any mformation required for the proper
determinatica of the dispute. The absence or default
of any party to the arbitration shall not be permitted
to prevent or hinder the arbatration procedure in any
or all of its stages.

Pending the decistion or award, the operations or
activities which have given rnise to the arbitration
ueed not b discontunued. In the event the decision
or award recogmuzes that the complaint was justified,
provision 1may be made therein for such reparation
as may :zppropnatcly he made m favor of the
complainaat.

Judgement m the award rendered may be cutered in
any Court having jurisdiction and application may
be made in such Court for a judicial acceptance of
the award and an order of enforcement, as the case
may be.

The parties desire that, wherever appropriate, deci-
sions anc. awards shall specify a time for compliance
therewth,
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()) The provisions of this Agreement relating to arbitra-
tion shall contmmtiz  in force notwithstanding the
termination of this Agreement.

PRINCIPLES OF GOODWILL. 'Lhe signatories
base their refations with respect to this Agreement on
the principles of goodwill and good faith.

(k)

Taking nto account their different nationalites,
this Agreement of such  arbitration  shall be given
etfect and shall be interpreted and applied i conlor-
ity with principles of law common to the AR
Germany & Switzerland and in the absence of such
commnmon principle;, then m ponformity with the prin-
ciples of law norrally recognized by civilized natimls’
i general, mcluding those which have been applied
by international Iribunals.

ARTICLE XX1V
STAUS OF PARTIES |

The rights, duties, obligations and halslities in respect
of EGPC and CONTRACTOR hereunder shall be
several and pot joint or collective, it being understood |
that this Agreemr ent shall not be construed as constit-

fUinE an association of CcoTporation or parmership.

CONTRACTOR shall’ be subject to the [aws of the
place where 1t is incorporated regarding their legal |
status or creatwn, organization, charter and by-laws,
sharcholding, ownership. CONTRACTOR's shares
of capital which are entirely held abroad shall not
he nepotiable w. the A.R.E. and shall not be affered
for public sutscription nor shall they be subject
to the stamp tax on capital shares nor any tax or
duty 1n 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,

(0)

il

N
ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

(@) Give priority to locd cotdractors as  long as thetr |
prices und performance are comparable with interna-
tional prices ind performance. CONTRACTOR
and operating company shail, however, subject o
the preceding sentence, be exempted from the pro-
visions of Presidential Decree No.o 1868 of 1974, as
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(6) Give preference "0 locally manufactured material,
equipment, machinery and consumables so long as
thewr quiality and time of delivery are comparable 1o
mternationally available materials, equipment, ma.
chmery and consumables. However, such material,
equiptment, mactinery and consumables may be im-
ported for operations conducted hereunder if the local
price of such iteris at CONTRACTOR’s operating or

Company’s operating base in ARE. is more than
ten {10} percent higher than the price of such import-
e items before customs duties, but after transporta-
ton and insathnce costs have heen added.

ARTICLE XXVI
ARABIC TEXT

The Arabic version of this Agreement shall, before the
Courts of ARE. tw: referred to in construing or mterpre-
ting this Agreement; provided, however, that 1n any
arbitration pursuant to Article XX1IT hereabove between
EGPC and CONTRATOR the English and Arabic |
versions shall both be referred to as having equal force
in construing or ir terpreting the Agreement

ARTICLE XXVI{

GAS

J§ GAS is produced or is capable of being produced from
the Area, EGPC and CONTRACTOR shall study all
possihle economic alternatives for its use and decide on
the best alternative for EGPC and CONTRACTOR
jointly. The cost and expenses-in the field of producing
non-associated gas shall be recovered in accordance with
the Cost Recovery principles of Article VII. Production
Sharing principles of Article VII shall apply to the vahie
of associated and non-associated gas if sold for export and
not used in operations, flared or resniected.  However,
any Gas not exported outside AR.E. in a hiqud or E:Cﬂid
state, or not used in operations, (including re-injection),
“shall remain the property of the State and may be utilized
by EGPG and XGPC shall not be liable for payment to
CONTRACTOR of anv costs or expenses respecting any
past operations of CONTRACTOR rdlated to such Gas.
Under no circumstances will CONTRACTOR be respo-

nsible for or bear any cost or expense incurred for utihiza-
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tion of Gas used internally m the ARE

ARTICLE XXVI
GENERAL

The headings or titles to each of the Articles to this'

Agreement are solely for the convenience of the parties

hereto and shall not be nsed with respect to the nterp-
retaion or constraction of said Articles.
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ARTICLE XXIX
APPROVAL OF THE ARE. GOVERNMENT

| ( O3 pally deaalit p5lil )

This Agreement shall not be binding upon any of the | o) Ny oo W1 BT a0 G b (@Y K jle L3 odn o ,KY

parties hereto unless and unul a law 15 1ssued by the
competent authorities of the ARE. authorizing the
Minister of Industry, Petroleum and Miing to sign said
Agreement and giving :his Agreement full force and effect
of law not withstandiny any counter-vailing governmental
enactrnent, and the Agreement is signed by the Govern-)
ment, KGPC and CONTRACTOR.

ARAB REPUBLIC OF EGYPT

BY ;: — —

EGYPTIAN GENERAL PETROLEUM CORPO-
RATION !

BY : — —
AGYPETCO OI1L & GAS EXPLORATION GMBA

238 daa (g apep ) & daee 31 Oleadl o O30 i
Flyog Jotf lede (A y A3¥ sl (le ad ydt ) 2
O Ols ¢t Wl S T e N ek o gL

sttty iy Ko st e el g 5 Ai Y

Aw gl pan L) spe>

S N

Jo sl dalall 4 ol 42

BY = - —— e — — —— A 4n
AGYPETCO OIL & GAS EXPLORATION A.G. SR ¥] ST IR ¢ B UYL SRR B S
) L

BY : -




39
ANNEX "A”
A. R. E.— EGPC — AGYPETCO
Conceision Agreement
Description of the Area
Annex “B” is an illustrative map ot the scale

1 - 1000000 including the area covered and affected by
this agreement. .

This aréa measures approximately 1600 kms® and s
composed of all or part of 16 blocks, each cornplete block
of which is six (6} mimutes latitude by six (6) minutes lon-
gitude, approx. one hundred (100) kms® of surface area
more or less.

The area is bounded by a group of straight Jines. It 15
to be noted however, that the delineation lines of the n-
dividual exploration blocks in Annex “B" are intended to
be only illustrative and provisional and do not show accu-
rately their position 1n relation to existing monuments and

geographical features.

Coordinates of the corner points of the area are given
:n the following table, which forms an integral part of

thfLS Ajmﬂx HA&!

— S gy

PFqi;t Lat;':fda Longitude Due
1| 310 o 00" 270 24 OO South to point 2
2| 300 36 OO 27* 24! 007 West to point 3
3| 30° 3¢ 00" 27* 00" 007 North to point 4
4| 31 00 007 7 00° 00° | East to point 1
which is the point
of the beginning.
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ANNEX “C” | (), gl

LETTER OF GUARANTY S s
Clairo, , 197 LAY IR
LETTER OF GUARANTY No. o
EGYPTIAN GENERAL PETROLEUM CORPORA- J, -l i:x f{:n y&j
| sl Al & e

TION
CGentlemnen, ¢ Labes @i ¢ 3 alY (g ol | JaY getd el sUs! 23
The undersigned; Chase National Bank (EGYPT), Cairo, | 4=? L) a2as ) Jy 2 LAV S pald Ll i ganins i

as Guarantor, hereby gaarantees to the Egyptian General | ;.- o, Z : : |
Petroleum Corporation (hereinafter referred to as EGPC) A e Y50 (0 Gale fls 3= B LY )
u}:: the ]fimit of ”1.‘::0 M dlion (2,000,000 in U.S. Currency | ' & cr™osbesV ol L7 Byt Koo sl 3 0 005 o ¢ 4K )
the performance by AGYPETCO Ol & GAS EXPLO- | 010l 3 dao 77 rnasn g i -
RATION GMEH (hereinafter referred to as CONTRA- UJ e e A i RE R I PR =
CTOR) of its abligaticns required for exploration opera- (¥eeonnn S o &Y ala SWL Candl Oldas Loz
tions to spend 2 minimum of Two (2) Million (2.000,000) | -3 M () rpzed 135 3 . )
) T . . : o~ r M 2.5 - T .

7. 8. Dollars during the initial Two (7} years of the explo- | i 4 et B 2
ration period under Article TV of that certain Concession A=ty b el AU e Dot I acdy call B -
Agreement (hereinafter referred to as the “Agreement”) | .GV 3 Vil By b YOSt .
covering that Area described in Annexes “A” and “B” of { . ":P"l | s VAL ) (b L L
said Agreement, by and between the Arab Republic of [ Ls A e 4 p e cn B3R A SLEW A e (U} < (Y
Egypt (hereinafter referred to as “ARE.”) BEGPC and DAY, B, 6 L
CONTRACTOR, dated S ool L e b e A Ay

. - 'y » 1 . . . re # ot - - | -
1t is understood thzt this Guaranty and the lhahilitv of o A LAl AT pay DLl ode o ¢ pgall 0y
the Guarantor hereunder shall be reduced quarterly. dur- | Jsde ados SWE 5 25 M L o JF hise e ol

ing the period of expenditure of said Two (2) Milhon | . ) ) ;.
(2,000,000} U. S. Dollars by the amount of money expen- - L?'U"L"“'? *“'{’J"m iV CLY P SV,Y50 e Vs (Yauih i)
ded by CONTRACTDR for such t‘::’fp]ﬂt‘ﬂtiﬂ{l operations | . Lo as, ) Db sda dal olles e sl L )
during each such quarter. Fach such reduction shall be 5 e S 4 5Y meR e e a i B

established by the joint written statement of FQPC and | =7 u= 0 el o SHatndl ode - aldiss W,

In the event of 2 chaim hy EGPC of non-nerformance or ¢ ol ity A5 Jb (3 o) J,ER0 o b o, 090 L W 3y

' nd f the Agrrement on the part of CONTRAC-
surrender of the A P R ARRRSPUS A RN TS (RFEN | PRI N Wil WA P PR T

TOR prior to the fulfillment of said mimmum expenditure
obligation under Article IV of t}(;isCAgrcemf:n;. there shalil: g B Boa 5 S5 Y U ¢TI ods e Dl N LN LD
' 2abili e arantor for pavment y = , y ) ' '
be no liability on the undersigned Gu L,m D) ohe n VW ALY ALDN us e elsd alall

1o EGPC unless and votil such liability has been established

by written statement of EGPC setting forth the amount due | o« WM ke Ga Y AU o LG e Llr )b

under the Agreement

Tt is 2 further conditon of this Tetter of Guaranty that : Tlad e Jlah otha b ot

{1 This Letter of Suvaranty will hecome available onlv | (Ll (&l 130 il LU e pleatl Glhs s W Y
L My ' : ‘ EC i.ﬂf 1 - F o wmpt = v L
provided that the Guarantor will have Been informed (fopord 5 Do) oo ZGUTT o T8, T30 oo LS e

n writing by CONTRACY OR and EGPC that the e ) R
‘Agreement bhetween CONTRACTOR, A.RE. and § Llaalt e Lo RUIPUN IR Y N IRRDRS (T %% ARTICIIN § T30

ECPC has become effective according to its terms, . r . St T -
and said Cuarar ty shall become effective on the Effec- ISP L LRSIV L o DA A L B O
ttve Date of sald Agreement.
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: . l
(2} This Letter of Guaranty shall, in any event, auto- l F LG W pleadlt Ol el S oY dey L Y

matically expire :

o g

(2) Two (2] years and six (6) months after the date vl s U e et | Ly ¥ cptes da i)
it becomes effective, or

{b) at such time as the total of the amounts shown | 4 4o o AL ST 3 e ), ST A Ll ST PR

on quarterly joint statements of EGPC and CON- | . 0 G 4t ae e

TRACTOR ejquals or exceeds the amount of o3 u3 Jolals Condll bk Al &5 ol
said minimumny «xpenditure obligation. | S o ) BT ) Y
: ‘ . |
whichever is earlier Y SUUR Rt

(3) Consequently, any claim in respect thereof should be [ JV pdii o Cow pledt Vi 3 &0 &1 o6 b, — ¥
made to the Guarantor prior to either of said ex-| _ i " L o ) o _
piration date at the latest accompained by EGPC’s | 2™ SV Sle Dl Gl A by or s b el
written statement, setting forth the amount of under | 1 alajay Jylll @ian ) ALIV L0 oam Lg) o (35 L 30
expenditure by CONTRACTOR to the effect that :

{a) CONTRACTOR has failed to perform its expen- { 1Ui_s § L4V L2 G palb ald 1L G 3 560 o (1)

diture obligations referred to in this Guaranty, . olaal
and
(b)Y CONTRACT OR has failed to pay the expendi- c AL N Ol all 3 el s G J G (O

ture deficiency to EGPC.

’ - L] - ] l
We declare that on issuing this Gu?ranty we did mot | el b g ogeons do ulad W) D!l oda Slael WL, 0
exceed the limit of total guaranties which we are entitled | | RTINS B P
to issue. ' | '
: _ | 2ol Ll prrssn | EYIRREOE) I WV IR PV-11 LRI A R )
Please return to us this Letter of Guaranty in the event | e = " v ’ Jﬂtﬁ

it does not become effective, or upon the expiry date.

Yows faithfully, - (s ) T pts S
For :he Chase National Bank (EGYPT) — gl el

Accountant Manager
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ANNEX "D
CHARTER OF
AGIBA PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the
ARAB REPUBLIC OF EGYPT shall be formed with the
authorization of the GOVERNMENT in accordance with
the provisions of the Agreement referred to below and of

this Charter.

The CGompany shall be subject to all laws and regulations
in force in the ARIL to the extent that such laws and

regulations are not inconsistent with the provisions of this
Charter and the Agreement referred to below.

ARTICLE II

The name of the Company is “Agiba Petroleum Com-
pany”’ abbreviated as “AGIBA.”.

ARTICLE III

The Head Office »f AGIBA shall be in the AR.E. in
Cairo. |

ARTICLE 1V

The object of AG:BA is to act as the agency thorough
which EGPC and AGYPETCO OIL & GAS EXPLORA-
TION thereinafter referred to as “CONTRACTOR?” carry
out and conduct the Development operations required in
accordance with the provisions of the Agreement signed
on the cday of by and between
the ARAB REPUELIC OF EGYPT the EGYPTIAN
GENERAL PETROLEUM CORPORATION and CON-
TRACTOR covering petrolenm operations in - Meletha
Area described therein.

AGIBA shall also be the agency to carry out and con-
duct exploration operations after the date of Commercial

Discovery pursuant to CONTRACTOR’s Work Program
and Budget approveq in accordance with the Agreement.

AGIBA shall keep account of all costs, expenses and
expenditures for su:h operations under the terms of the

Agreement and Anrex “E” thereto,

AGIBA shall not engage in any business or undertake
any activity beyond the performance of said operations,

ARTICLE V

The authorized capital of AGIBA is twenty thousand
pounds Egyptian (I..E. 20,000} divided mto five thousand
(5000) shares of common stock with a value of four pornds

ﬁ
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Egyptian (L.E. 4) per share having equal voting rights,
fully paid up and non assessahle.

EGPC and CONTEACTOR shall each pay for, hold
and own, throughout the life of AGIBA referred to ahove
one-half (14) of the casital stock of AGIBA provided that
only in the event that either party should transfer or assien
the whole or any percentage of its ownership interest in
the entirety of the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock of
AGIBA and, in that event, such transferring or assigning
party (and its successcrs and assigns) must transfer and
assign a stock interest in AGIBA equal to the transferred

or assigned whole or percentage of its ownership interest
in the entirety of the said Agreement.

ARTICLE VI

AGIBA shall not ovn any right, title, interest or state
in or under the Agreement or in any development lease
created thereunder or in any of the petrolenm produced
from any exploration tlock or development lease area the-
reunder or in any of vhe assets, equipment or other pro-
perty obtained or used in connection therewith, and shall
not be obligated as a principal for the financing of perfor-
mance of any of the duties or obligations of either EGPC
or CONTRACTOR cnder the Agreement. AGIBA shall

not make any profit from any source whatever

ARTICLE VIT

AGIBA shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that

AGIBA shall decide, take action or make a proposal and
the like, 1t is understond that such decision or judeeme:nt
15 the result of the decision or judgement of RGPC and
CONTRACTOR, as imay be requiired by the Agreement.

ARTICLE VITI

AGIBA shall have a Board of Directors comsisting
of eight (8) members, four {4) of wharn shall be designa-
ed by EGPC and the other four (4) hy CONTRACTOR.
The Chairman shall he designated hv EGPC and shall |
also be a Managing Director, CONTRACTOR shall

designate the General Managﬂ‘ who shall also he 5 Man-
aging Director.

ARTICLE TX

Meetings of the Board of Directors shall be vajld
if a majority of the Threctors are present and any decis-
jon taken at such meetings nust have the affirmative
vote of six (f) or more of the Directors : provided, how-

rver, that any Nirector may bhe represented and vote hy
proxy held by another Director.
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ARTICLE X (55 51 )

General meetings. of the sharcholders shall be valid | ¢ stag¥) potmer eeo ) dand dongind) diaeall gt LS
if a majority of the capital stock of AGIBA s CEPreseil- | A N, o A W Ju ol K ;L_Jé_} m“_ - *-"1'1
ed thereat. Any dedisions taken at such neetings must| - AR o ”

WWWEJL'I'-.JEJ‘.JH“ u_,sz-l 11-.—-21:-";-&.;.-.:!-‘)"! \Md.l:n...._l

have the aftirmativ: vote ol shareholders OwWIng  Gr
representing a md_]mily of the capital stock. v JUA uﬂ‘".ﬂ ;riw*'" 4:_?1;1 O Yo > C e Ui'm rf**".ﬂ

ARTICLE XI (8 pus 430t 25U1 )

lhe Board of Di-ectors shall approve the regulations | teis gy oy b ooy T IP E L EAP

coveritig the terms and conditions of employment of 1he | - P e - N |
S W 4-{ A AN 'i-Ui — & A 1 -
personnel of AGIBA cployed directly by AGIBA, and [ et - s A (Al e el

not assigned thereto hy CONTRACTOR and EGPC, SIS L L PN PV L RPIUVRIS JYE IS W

The Boayd shall in due course, draw up the By-Laws At el dh aldel ¢ el e b 3 e s N o Fav s
of AGIBA and such By-Laws shall be effective upon Lonendl laisd G tde RBTAT o LI 1 5y Remmne &5 2

being approved by a General Meeting of the Sharcholders S _ ) )
in accordance with the provisions of Article X hereof. o Aaall B a0 A0 T el Y el ¥ Aend S saal

ARTICLE XI1T (& por AL 20UY)
AGIBA shall com: into existence.  within thirty (30) | D425 Ll '—-*__-.J V) il e (B e A s L2
days after the date of Commeraal DthGVEl'}’ as provided | -a_hu?! e o b oo e (gt

for in the Agrcement.
The duration of = AGIBA shall be for a peried uquall By UV AW oY Lsle s 3o deme A5 o]

to the duration of th:z said Agreement including any ren- - T

ewal thercof. i e ad g el 8 e

It shall be wound up and hquidated af the Agreoment | o Y 3, 0l AWM Ul gt W3V aai, & Y S
referred to above is terminated for any reason as provided . |
_ - - - g ede o i YT
for therein. - ol L e ol
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- ACCOUNTING PROCEDURE (gl ] o}
ARTICLE 1 ( sl sai81)
GENERAL PROVISIONS ke 151
[. Dejinztions : v ol i (1)

- The definitions contained in Article I  of the Con-
cession Agreement shall apply to this Accounting

Procedure and h:ve the same meaning. Certain
accounting terms Ierein used are defined as follows:

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

(2) "Non-Operator” means the parties to the Agree-

ment other than CQONTRACGCTOR when it 1s

performing work.

2. Statements of Actwity .

A. CONTRACTOR' or Operating Company, as
the case may be, shall, pursunat to Article 1V
of the Agreement, render to Non-Operator
within Thirty 30) days of the end of each quarter
a Statement of Exploration Actvity reflecting
all charges and credits related to the Exploration
operations for that quarter surnmarized by appro-
priate classification indicative of the nature the-
reof.

B. Operatng Company shall render to EGPC and
CONTRACTOR within thirty (30) days of the
end of each month a Statement of Development
Activity reflecting all charges and credits relat-
edd 1o the Development operations for that month
Summarized by appropriate  classifications
indicative of the nature thereof except that
items of controllable material and unusual
charges and aredits shall be detailed.

3. Adjustments and ¢ udils :
A

conclusively be: presumed to be true and correct
after three (3) months fdllowing  the receipt of
each statemen: by EGPG unless within the said
three (3) mon:hs EGPC takes written exception
thereto pursuant to Article IV (f) of the Agree-
ment. During said three {3) months period sup-
porting documents will be available for inspec-
tion by EGPC during all working hours. GON-
TRACTOR will have the same audit nghts on
Operating Company statement as EGPG under
this sub-paragraph

Each Statemcnt of Exploration Activity shall |
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B. All statement; of Activity for Development
for any Calendar Year shall conclusively be
presumed to
(24) months following the end of any such year
unless within the said twenty-four (24) months
period EGPC or CONTRACTOR takes written
exception thereto.  Pending expiration of sad
twenty-four (24) months EGPC or CONTRAC-
TOR or both of them shall have the right to audit
Operating Company accounts, records and sup-
porting documents for such
ner as provided in Article IV (f)

ment.

of the Agree-

Currency Exchange :

COTNRACTOR's books {or Exploration and Opera-
ting Company bcoks tor Development and Explora-
tion, if anv, shall be kept in the ARE. in US.
Dollars. All U.S. Dollars experiditures shall be char-
ged 1n the amoun' expended. All Egyptian Pounds ex-
penditures ¢hall he translated to U.S. Dollars at the
official buying rete of cxchange issued by the Cen-
rral Bank of Egypt on the fust day of the month 1

es are recorded. and all other non-
shall be translated 1o

of exchange for such

4.

which EKpﬁnClitUI
U.S. Dollar ex penditures

U.S. Dollars at the buymng rate ng
currency as quoted by Nationa! Westmmster Bank

Limited, Londor, at 10 : 30 am. GMT, on the
first day of the month n which expenditures are
cecorded. A record shall be kept of the exchange
rates used in transtating Egyptian Pounds or othty
non-U.S. Dollars expenditures 0 Dollars.

5. Precedence of Documents :

In the event of zny inconsistency or conflict between
the provisions of this Accounting Procedure and the
provisions of the Agreement treating the same sub-
ject differently, then the provisions of the Agreemet

shall prevail .

6. Revision of Accounting Procedure !
By mutual agrcemnent between EGPC and CONTRA-
CTOR, this Actounting Procedurc may be revised
from time to time in the light of future arrangements. |
7. No Charge for Interest on Investment !

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

ARTICLE I1
COSTS, EXPENSES AND EXPENDITURES
Subject to the provisions of the Agreement, GON-

TRACTOR shall ‘alcne  bear and, directly or through

Operating Company, pay the following costs and expens-
es, which costs and ¢» penses shall be classified and treat-

~d i accordance with Article VII of the Agreement.

se true and correct twenty four i

year in the same man- |
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1. Surface Rights :

All direct cost attributable to the acquisition, rene-
wal or relinquishtnent of surface rights acquired and
mainttained i force for the Area.

Labor

A. Ddalanes and wages of CONTRACTOR’s or
Opcrating company’s employees, as the case may
be, directly engaged in the various activities under
the Agreement wclnding salaries and wages paid
to geologists and other employees who are tem-
porarily assigned to and employed in such
aciivities.

CONTRACTOR'’s or AGIBA’s costs of holidav,

vacation, sickness, disability benefit, living and

bonuses and

other customery allowances applicable to the

housing  allovzances travel  time,
salarics and voages under sub-paragraph 2.A 9,
LA, and IL.C of this Artide 11, cost under this
sub-paragraph 2.8 shali be thirty five (35) per-
cent of the arcount of salaries and wages charge-
able under sub-paragraph 2.A and paragraph 9
and sub-paragraph 11.A and 11.C of this Article

11 for
stmilar to that prevailing in Oil Companies ope-

expatiate cmployees and on a basts

vating in the A.R.E. for national employees.

Costs of expunditures or contribution nade
pursuant to aw or assessment imposed by
governmental .authority which are applicable to
labour cost of salaries and wages as provided
under sub-paragraph 2. A and paragraph 9,11.
A and 11. C of this Article II.

3. Employees Benefit.

Contractor’s or AGIBA's cost of established plans
for employees group life insurance, hospitalization.
pension, retirement, stock purchase, thereof, and other
benefits of a like nature, costs under this paragraph
3 shall be 207 of ~he amount of salaries and wagcs
of expatriate employees and on a basis similar to
chat prevailing in Cil Companies operating in A.R. &,
for national employees, all as chargeable under
sub-paragraphi 2. A and paragraphs 9,11. C of this |

Article II. Severance pay will be charged at a fix-
ed rate applied to pzyrolls which will equal an amount
equivalent to the maximum Hability for severance
pavment as requrted by the obligations of 1hie Opera
tor under the A.R.L. Labour Law.
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4, Matertal . Ol gl {

Material equipment and supplies parchased or | vis Jl g o, T . .
. . A v b A Gl Oluadly ol
furnished as suca by CONTRAGIOR or Operating " ) " u" 5 Saddd
Cﬂmpan}r_ . L-.-JL-:J-Q-‘JL: 'ng.PLn.H dj_iﬁ _,1 JJL;_H

A. Purchases . | s Whos ldY (1)

Material, equipment and supplies purchased | 4w b UV ot o855 8} 2 2l] ST Whaadly 51l

shall be at the price paid by CONTRACTOR | .. S Mt ] e * |
or Operating Company after deduction of all LU Jlpa ) dw Olodealy aolall 45 21 50 gl

discounts actually received. P IR VI P VPRI | L7 PIRPES |

B. Material Furnished by CONT RACTOR : FJatalt Weayy (1 1l ()

Material required for operations shall be purcha- Ol Wl 5 ot Olleald Ledhzr (o1l U 5~
E}eghd'li‘l}:ﬂyTgkﬁMWﬁ ;;racticable, except that | o Jolaadl Se 4l el @lldy ¢ blae Vypemea &
N ) may fumish such material | ( o . ) -\ 5 U ad] e STl edde Lt
trom CONTRACTOR s affiliates’ stocks outside | = C . ;;" _’: " el "j . S 202
the A.R.E. under the following conditions. o sl 2l d AaEl OU

(1) New Material (Condition “A”). (€10 Dl ) B olgll o
New material transferred from CONTRA- | daslai OB b p5laa o0 JaT (Al eodall 31D

CTOR's affiliates warehouse or other pro- TR e C G
perties shall be priced at cost, provided that | ~ © e ot 31 Jslael
the cost of material supplied is not higher | Jlaw¥l oo 22,401 Slll 4k b 7 ¥ b s Qals)

than intemational prices for material of | | . ! . )
. . . . - - "!, {4 a3 { -
similar quality supplied on similar terms pre- SRR E e Lo 311 il S 4,0

vailing at the time such material was supplied. o V) ede 4 o,y A S WY G Al

(2) Used tMaterial (Condition “B” and “C”). i (22 9 wetr A ) Agalall 21all m ¥

(a) Maerial which is in sound and service- aleY dndloy dado Al 4 o0 A 101 (1)
able condition and is suitable for re-Use | g - a5 Lams ssle¥ dxle
- » ) . o - » \
without reconditioning shall be classed Lo = > 053 Sz
as Condition "B’ and priced at seventy-
f;v:tﬂglt‘c) percent of the price of new RV

- (b) Material which cannot be classified as | .Sy (Q) Ul i W2lool S ¥ AV o1U ()

Cor dition “B” but which is serviceable ‘ o
for original function but substantially oMy W AW 2 G et (S0
not suitable for reconditioning shall be | Vi Lt 231 Ko ¥ 4 o QLY
dassed as Condition “C” and  priced at | 4o 1y 5 . . i “
fiftvr (50) percent of the price of new GLAY G (pmaimt gady () o ot 0

matenal.

BU G (Vo) Cpamms dmaiy iy () Ul

Lz Lol jms o (00 )

(c) Material which cannot be classified as | o) (@) V> cawd Lol Ko ¥ ) L1 (2]
Cordition “B” or condition “C” shall be Lol Eal o
priced at a value Commensurate with its = (Al Al e ol By ()

usc.

(d) Tanxks, buildings and other equipment| 422 Otaakl o Al By SLdly i teaalt ( 3)
involving erection costs shall be charged ) Lt e Ll St st i

' ked-
at applicable percentage of knoc o =
new price. o L Y bdadl e e 4 Y
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(. Warranty of Materials Furnished by CONTRA.-
CTOR

CONTRACTOF. does not warrant the material
turnished beyond or back of the dealer’s or manufactu-
ICIS guaranty ; ard in casc of defective material, credit
shall not be recorded until adjustment has been re-

cewved by CONTRACTOR from manufacturers ax
their agents.

3. Transportation :

Iransportation of employees, equipment, materials
and supplies necessary for the conduct of activites,
Employees transportation costs to the extent covered
by established policy of CONTRACTOR or Opera-
ting Company, will include travel expenses for emp
loyees and their fimilies to and from the employees’
peint of origin at the time of employment, at time of |
separation and for vacation, and travelling expenses
for employces anc their families incurred as a result
of transfer from cne location to another. Transpor-
tation costs for ernployees and their families incurr-
ed as a result of transfer from one location to another.
T'ransportation costs for employees and their fami-
lies from AR.E. to another location than pomnt of
origin shall not be. charged to A.R.E; operations.

6. Services -

A, Outﬁa’e services
The cost of consultants contract services
- and utilities procured from third parties.

B Cost of services performed by EGPQ or by CGON-
TRACTOR or their Affiliated Companies in faci-
lities inside or outside the A.R.E. Regular, rec- |
urring, routine services, such as Interpreting

magnetic tapes and/or other analysis shall be
performed and charged by EGPC and /or CONT-

RACTOR or their Affiliated companies at an
agreed price. Major project invoiving engineet-
ing and desigr. services shall be performed by
EGPG and/or CONTRACTOR or their Affi-
liated Companies at a negotiated contract
amount. Use of EGPC’s or CONTRACTOR’s
or thewr Affiliated Companies’ wholly owned
cqupment shal be charged at a rental rate
commensurate with the cost or ownership and
operation, but not in excess of competitive rates
currenctly prevailing in the ARE. (For Ex-
ploration CONTRACTOR’s and its Affiliated
Companies’ rates shall not include admimistra-
tive overhead costs.

7. Damages and Losses :

All costs or expenses necessary to replace or repair
damages or losses incurred by fire, flood, storm theft,
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accident or any other cause not controllable by CON-
TRACTOR or Operating Company through the
exercise of reas»nable diligence. CONTRACTOR
or Operating cxmpany shall furmnish Non-Operators
wiritten notice of damages or lossed incurred in ex-
cess of ten thousand (10.000) U.S. Dollars PEr OCCU-
IYENCe, as soon as  practicable  after report of the
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same has been received by CONTRACT OR or Ope-
rating Company,

8. Insurance and Claims -

The cost of anv public liability, property damage
and other insurance against liabilities of CONTRA-
CTOR, Operating Company and/or the parties or
any/of them to their employees and/or outsiders as
may be required by the Laws, rules and regulations
of the GOVERNMENT or as parties may agree
upon. The proceeds of any such insurance or claim
collected shall te credited against operations. If no
msurance 18 carried for a particular risk, all related
expenditures incurred and paid by CONTRACTOR
or Operating Clompany in settlement of any and all

losses, claims, damages, Judgements, and any other
expenses, including, legal services.

9. - Indirect Expenses :

Camp overheact and facilities such as shore base,
warehouses, water systems, road systems, salaries and
expense of fielc! supervisory personnel, field olerks,
assistants and other wgeneral employees indirectly

serving the Arca.

10. Legal Expenses :

All costs and expenses of litigation, or legal services
otherwise necesary or expedient for the protec-
tion of the Area, including attorney’s fees and expens-
es as hereinafrer provided, together with all judge-
ments obtained against the parties or any of them
on acoount of the operations under the Agreement,
and actual expenses incurred by any party or parties
hereto in securing evidence for the purpose of defen-
ding against any action or claim prosecuted or urg-
ed against the operations or the subject matter of
the Agreement. In the event actions or clajms affe-
cting the interzst hereunder shall be handed by the
legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnish-
ing such services may be made to operations.

11. Admunistrative Overhead and General Expense :

A. While CONTRACTOR is conducting Explo-
ration acuivities, cost of staffing and maintain-
mg CONTACTOR’s head office in the A.RE.,
and for other offices established in the A.RE.
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other than field offices which will be charg-
ed as provided m Article 11, Paragraph 9 above,
and excepting salaries of employces of CON-
TRACTOR +/ho are temporarily assignied to and
directly serviny on the Area, which will be charge-
cd as provided in Article 11, Paragraph 2 above

B. CONTRACTOR’s administrative overhead out-
side the A.R.Z. applicable to the A.R.E. Explo-
ration operation which will be charged each
month at the rate of frve (3) percent of total Ex-
ploration expenditures while CONTRACTOR s

conducting Exploration activities. However,
CONTRACTOR shall not apply any admnistra-
tive overhead outside A RE. while Operating
Company 1s conducting Exploration activities.
No other direct charges as such for CONTRA-

CTOR’s adramistrative overhead outside the

ARE. will te applied against the Expiloration
obligation. 1ixamples of the type of costs CON-
TRACTOR is incurring and charging hereunder
due to activities under the Agreement and cove-
red by said pecrcentages are .

(1) Executive' — Time of executive officers
(2) Treasury — Financial and exchange
problems

(3) Puréhasilg— Procurmg materials,
equipment and supplies

(4) Exploration & Production
— Dairecting, advising and
controfling. the entire
project

() Other cepartments such as legal, comptro.

Hers anc| engineering which conribute time,
knowledge and experience to the operation.

The foregoing does not preclude charging
for direct service under sub-paragraph 6.B
of the Article 11.

C. While Operating Company 15 conducting activities,
Operating Company’'s personnel engaged in general
clerical and of'ice work supervisors and officers
whose time is generally spent in the main office and
not in the field, and all employees generally considerex
as general and administrative and not charged to
other types of expense, will be charged to operation.
Such expenses shall be allocated each month betw-
een Exploration and Development operations accor-
ding to sound and practicable accounting methods.
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12, Taxes :

. P JURT,

All taxes, duties or levies paid in A.R:E. by CON- | lead> (oI} 4 28] Jait i)y 45 janddt oy Yy il pall GU
TRACTOR or Operating Company with respect to LI Azt el RGOV A5 2 of Syl (e apeg ) 3

this Agreement other than those covered by Parag-

raph (f) (1) of Ariicle three of the Agreement.

13. Continuing CONTRACTOR Costs :

Costs of CONTRACTOR's activities required under

the agreement ind mmcured exclusively in the A.RE.
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after Operatirg  Company is formed. No sales| 777 ™ - d

expenses may be recovered as a oost.

t4. Other Expendiures :

Any Costs, expenses or expenditures, other than

those which are covered and dealt with by the forego-

ST RE L I FT R §
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mg provisions «f this Article 11. incurred by CON- P j_ o3 _ o . G
TRACTOR or Operating Company under approved | -+ 3dazald S5l Jasdt el g e Oldenlls 4o

Work programs and Budgets,

ARTICLE 11
INVENTORES
1. Periodic Inventories, Notice and Representation :

At reasonable intervals as agreed  upon by EGPC
and CONTRACTOR inventories shall be taken by
Operating Company of the operations material,
which shall include all such material, physical assets
and construction projects. Written notioe of inten-
tion to take inventory shall be given by Operating
Company to EGPC and CONTRACTOR at least

thirty (30) days before any inventory is to begin so

that EGPC and CONTRACTOR may be represen-
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and/or CONTRACTOR to be represented at an
inventory shal bind them to accept the nventory
taken by Operating Company who shall, in that

event, furnish the party not represented with a copv
thereof,

2. Reconciliation and Adjustment of inventories :

Reoonciliation of inventory shall be made by CON-
TRACTOR and EGPC and 2z list of averages and

shortages shall be jointly determmed by Operating

Company, anii CONTRACTOR and EGPC, and
the inventory adjusted by Operating Company.

ARTICLE IV
(>OST RECOVERY

1. Statement of Recovery of Costs and of cost Re-
covery Crude O1l :

CONTRAGTDOR shall, pursuant to Article VII of
the Agreement, render to EGPCG as promptly as
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practicable but not later than thirty (30) days after
receipt from Operating Company of the State-
ments for Developmxnt and Exploration Activity
for the last month of a quarter a statement for that
quarter showiny :

1)

Recoverable costs carried from the previous
quarter, 1f any.

1) Recoverabl: costs incurred during the quarter.

iii) Total recoverable costs for the quarter. (1) 4 (ii).

iv) value of cost Recovery crude Qil taken and sepa-
rately disposed of by CONTRACTOR for the

quarter.

v) Amount of osts recovered for the guarter.

vi} Amount of recoverable oosts carried into the
succeeding quarter, if anv,

vi) Excess if any, of the value of Cost RecoveryCrude
Oil taken and separately disposed of by CON-
TRACTOR over costs recovered for the quarter.

Payments : |

If such statemerit shows an amount due EGPC, pay-
ment of that amwount shall be made in U.S. Dollars
by CONTRACTOR to EGPC with the rendition of
such statement.

Audit Right :

EGPC shall hav a period of twelve (12) months from |
receipt of any statement under this Article TV in
which to audit :tnd raise objection to any such state-
ment. EGPC and CONTRACTOR shall agree any
required adjustment. Supporting cdocuments and

account will be avaliable to EGPC during said twelve
{12) month. pericxd.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts :

CONTRACTOR will establish an Exploration Obli-
gation Control Account and an off-setting contra
account control therein the total amount of Explora-
tion expenditures reported on Statements of Activity
prepared per Article 1.2.A hereof, less any reductions
agreed to by EGPC and CONTRACTOR following
written exceptions taken by a Non-Operator pursuant
to Article 1.3.A rereof, in order to determine when

minimum Exploration obligation have been met.
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2. Cost Recovery Control Account :

CONTRACTCR  will establish a Cost Recovery
Control Account and an off-setting contra account

to control therin the amount of cost remaining to be |

recovered, if any, the amount of cost recovered, and
the value of Excess Cost Recovery Crude Oil, if any.

Major Accounts :

For the purpose of clasifying costs, expenses and
expenditures for cost recovery as will as for the pur-
- pose of establishing when the exploration obligation
has been met, costs, expenses and expenditures shall

be recorded in major accounts including the follow
mng :
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Exploration Expenditures
Dovelopment Expenditures other
expenses

Operating Experses
Necessary sub-acoounts shall be used.

than operating

Revenue accounts shall be maintained by CONTRA
CTOR to the ex:ent necessary for the control of re-

covery of costs and the treatment of Cost Recovery
Crude Oil
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