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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION
~ AND PRODUCTION

BETWEEN

THE GOVERNMENT OF THE ARAB REPUBLIC
OrF EGYPT

AND

THE EGYPTIAN GENERAL PETﬁOLEUM
CORPORATION

AND
CONOCO EGYPT, LIMITED
AND
HUDBAY OIL (EGYPT) LTD.

AND
MARATHON PETROLEUM EGYPT, LTD

IN WEST SINAJ - BARDAWIL AREA
MAIN BLOCKS 8, 10 AND 12

This Agreement, made and entered into on this day of
16th of February, 1977, by and between the GOVER-
NMENT OF THE ARAB REPUBLIC OF EGYPT (hcre-
inafter) referred to as the “Government™), the EGYPTIAN
GENERAL PETROLEUM CORPORATION, a legal
entity created by Law No. 167 of 1958, as amended,
(hereinafter referred to as “EGPC”) and CONOCO
EGYPT, LIMITED, a company organized and existing
under the laws of the State of Delaware, United States of
America, HUDBAY OIL {EGYPT] LTD., a company
organized and existing under the laws of the Province of
Alberta, Canada and MARATHON PETROLEUM
EGYPT, LTD., a company organized and existing under
the laws of the State of Delaware, United States of
Arnerica {hereinafter sometimes collectively referred to as

“CONTRACTOR" and individually as “CONOCQ”. ;

“‘HUDBAY”, and “MARATHON", respectively).

WITNESSETH

WHEREAS, all raw materials, including petroleum
existing In mines and quarries in the Arab Republic of
Egypt, including the territorial and continental shelf
waters are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession
for the exploration, development and preduction of
petroleum in and throughout the area known as Blocks 8,
10 and 12 in the Sinai Peninsula referred to in Article 1]

and described in Annex A and shown approximately in

Annex B which are attached herete and made a part

hereof ; and
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WHEREAS, CONOCQ, HUDBAY and MARATHON ,
agree to undertake thewr obligations provided for herein- |
after jointly and severally as Contractor with respect to
the exploration, development and production of petrolewm
i Said Area ; and

WHEREAS, the Government desires hereby to grant
such concession, and

WHEREAS, the Minister of Petroleum pursuant
to - the provisions of Law No. 86 of 1956, as amended,

may enter into a concession agreement with EGPC
on the one hand and CONOCO, HUDBAY and
MARATHON, as contractor, on the other hand, for the
exploration, development and production of petroleum in
the Area hereinafter referred to.

NOW, THEREFORE, the Parties hereto do mutually
agree as follows :

ARTICLE 1
Definitions
{(a) “Exploration” or “Exploration Activities” shall in-
clude such geological, geophysical, aerial and other
surveys and any interpretadon of data relating there-
to as may be coantained in approved Work Programs
and Budgets as well as the drilling of such shot holes,

core holes, stratigraphic tests, holes or wells for the
discovery of Petroleumn and the appraisal and/or de-
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mercial Discovery together with the purchase and/or
acquisition of all such supplies, materials, equipment
and services (including leasing whenever appropriate)
as may be required to conduct such aforesaid activi-
ties, all as may he contained in such aforesaid Work
Programs and Budgets. The verb “explore” means
the act of conducting Exploration.

(b) “Development” or “Development Activities” sghall,
pursuant to approved Work Programs and Budgets,
inclade but not be limited to :

{i) all the operations and activities under this Agree-
ment with respect to the drilling of other than

Exploration wells and the dccpcnmg plugging
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and systems relating to such wells as may be ne-
cessary and consistent with sound oil field and
good economic practces ;

(ii} all operations and activities relating to servicing
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plants and related operations in order to pro-
duce and operate any wells in the Development

Area ;
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(c)

(d)

(f)

(g)

(k)
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(i) the taking, saving, treating, handling, storing,
repressuring, recycling and other secondary or ter-
tiary recovery projects ; and .,

(iv) the flaring, transporting through pipelines and
delivering and, exporting of - Petroleum through
marine and/or storage facilities in the A.R.E.

“Exploration Periods” or “Exploration Phases™ shall
mean those time periods set forth in Article 111 (b)
helow during which CONTRACTOR or BARPET-
CO,, as the case may be, shall conduct Exploration

Activities. |

“Petroleum” shall mean liquid crude oil of various

densities, asphalt, gas, casinghead gas and all other
hydrocarbon substances that may be found in and pro-
duced or other-wise obtained and saved from the

Contract Area under this Agreement and all substan-
ces that may be extracted thetefrom.
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Such terms shall include distillatcl _and condensate.
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carbons produced from any well in the Contract Area,
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the extraction of liguid hydrocarbons from such gas.
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rature of sixty degrees Fahrenheit (60*F)

“Contract Area’ or “area shall mean the area des-
cribed in Annex “A” and shown in Annex “B”.

“Commercial Crude Oil Well” shall mean the well
on any geological feature which, afier testing for a
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ctices, and verified by EGPC, is found to be capable
of producing at an average rate of not less than :

Top of producing interval
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(k)

{

‘The date of discovery of a Commercial Crude Qil!
‘Well is the date on which such well is completed and

tested according to the above pmvlsmns

“Commercial Discovery” shall mean a geological
structure or any other geological trap (a field) deter-
mined to be capable of producing Petroleum in com-

-mercial quantities in accordance with the criteria and

pro::eclur:s set forth and mntamccl in Article III {c)
below.

“Reservoir {s)” shall mean a porous, permeable T
fractured rock contaiding commercial quantities ot
Crude Oil or Gas.

(1) “Dcvclopmcnt Lease (s)” shall mean the rights, dutics

(m} “Development Area” shall mean that

(n)

(n)

(p)

(q)

and obligations pertaining to the Development and

producing of Petroleum granted to CONTRACTOR
and EGPC under this Agreement as set forth and con-

tained in Article IEI (c) below.

portion of the
Contract Area as agreed between EGPC and CON-
TRACTOR, subject to the approval of the Minister
of Industry, Petroleum and Mining, on which a Com-
merical Discovery of Petroleum has been made and
on which a Dcv:lopm:nt Lease covering the same

htas been issucd in accordance with the provisions of |

Article 1H (c) of this Agrﬂ:rn{'nt

“Joint Operating C.ompauy ar “Operating Com-
pany” shall mean the Company formed by EGPC
and CONTRACTOR pursuant to the provisions of
Article VI of this Agreement and Annex “C” atta-
ched hereto after a Commercial Discovery has been
mad¢ and declared

“Effective Date” shall mean, the date on which this
Agreement is signed by the Government, EGPC and
CONTRACTOR after issuance of the relevant Law.,

“Year” shall mean a period of twelve {12) months
according to the Gregorian Calendar.

“Calendar Year” shall mean the period from Jan-;

uary-1 to December 31 bhoth inchisive, accarding to
the Gregorian Calendar.

of this Agreement or any anniversary thereof.
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(x)

(y)

“Financial Year” shall mean the Government's fl-

ancial year starting on January | and ending on Dece-
ber 31, both dates being inclusive.

“Tax Year” shall mean the period of twelve (12) |

months according to the Gregorian Calendar fur
which any income, profits or other tax of the Govern-

ment is assessable or payable according to any applica-
ble law or regulation of the Government.

<A R.E" shall mecan the Arab Republic of Egypt.

“EGPC" shall mean the Egyptian General Petroleum
Corporation (its sucessors or ASSIgNS).

“CONTRACTOR™ shall mean collecuvely Conoco
Egypt, Limited (*CONOCQO"), Hudbay Oil (Egypt)
Ltd. (HUDBAY’) and Marathon Petroleum Egypt,
Lid. {MARATHON') and any assigns under the pro-
visions of Article XX hereof, Any decision(s), discre-
tion(s) or judgment(s) made by CONTRACTOR shail
be a single decision, discretion or judgement of the

CONTRACTOR as a whole and shall be communi-
cated to EGPC by CDNTRACTOR-OPERATOR.

“CONTRACTOR-OPERATOR” shall mean that
Party among the Parties comprising CONTRACTOR
having the operating responsibility for carrying out the
Exploration work, obligations and duties of CON-

TRACTOR under the terms of this Agreement, and
shall be the sole representative of the Parties com-

prisimg CONTRACT OR through which such Parties
shall perform the duties and obligations of CONTRA-

CTOR nnder this Agreement.

A ffiliated Company” shall mean a company -
(i) the share capital, conferring majority of votes at
stockholders meetings of such company, of which

is owned directly or indirectly by a Party hereto ;|

(i) which is the owner directly or indirectly of share
capital conferring a majority of votes at stock-
balders meetings of a Party hereto ;

(iii) whose sharc capital conferring a majority ™
votes at stockholders rneetings of such company
and the share capital conferring a majority of
votes at stockholders meetings of a party herto
are owned directlv or indirectly by the same
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(z) “Block” or “Exploration Bl
consisting of approximately one hundred {100) square 7
kilometers being 6’ of latitude and 6 of longitude.

'1
” shall mean an area

(aa) “Main Block” shall mean an area comprising twelve
Ecﬁr) Exploration Blocks as set forth in Annex “B” |
clo. '

{bb) “Commencement Date” shall mean that date six (6)
continuous months from the date on which EGPC,
Conoco, Hudbay and Marathon shall have the Con-
tract Area availabic continuously for such six (6}
months for free and unrestricted access for carrying
out the operations hereunder.

ARTICLE 11

Anncxes to the Agreement

|

The Annexes “A”, “B”, “C”, “D”, and "E” to this Agree-
ment are hereby made parts hereof and they shali be con-
sidered as having equal force and effect with the provisions
of this Agrecment.

Annex “A” is a description of the area covered and affe-
cted by this Agreement, hereinafter referred to as the
“Area” or “Contract Area”, '

Amnex “B" is a map on the scale of 1 : 1,000,000 indi-
cating approximately the Contract Arca covered and affec-
ted by this Agreernent and described particularly in Annex
IIAII"

In the event of a conflict between Annex “A"™ and Annex
“B”, Annex “A” shall prevail.

Annex “C" is a form of a Letter of Guaranty ro be issued
by a local Egyptian bank and to be submitted by CON-
TRACTOR on the Commencement Date of this Agree-
ment for the sum of Ten Million United States Doflars
($ 10,000,000 U.S.), guarantecing the performance of
CONTRACTOR’s minimum Exploration obligations here-
under during Phase 1 or any extensions thereof pursuant to
the terms of this Agreement.  Such Guaranty shall remain
effective for six (6) months after the end of Phase | or any
extension thereof, except as it may be released prior to
that time in accordance with the terms of such Guaranty.
Annex “D” is the form of Charter of the Joint Operating

Company to be formed pursuant to the provisions of Article
VI below.

]

Annex “L” is the Accounting Procedure.

ARTICLE 111
Grant of Rights and Term

‘The Government (pursuant to Article 50 of Law No. 86
of 1956) hercby grants to EGPC and CONOCQO, HUD-
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BAY and MARATHON as CONTRACTOR, subject to
the terms, convenants and conditions set out in this Agree-
ment (which insofar as they may be inconsistent with any
provisions of Law No. 66 of 1953, as amended, shall have
the force of Law}, an exclusive concession in and to the
Contract Area, including the right to carry out the Explo-
ration and Development operations provided for in this
Agreement In and with respect to such Contract Area .

(a) The Government sbhall own and be entitled, as herem- ‘
after provided, to a royalty, in cash or in kind, of ten
percent (10%) of the total guantity of Petroleum pro-
duced and saved from the Contract Area during the
Development period of this Agreement including any
extension thereof. Said royalty shall be borne and
paid by EGPC and shall not be the obligation of GOIN-
TRACTOR. The payment of royalties by EGPC
shall not be deemed to result in income attributable to
CONTRACTOR. It is understood that no rentals
under Articles 27 and 31 of Law No. 66 of 1953, as
amended, are payable to the Government of EGPC
However, if applicable, any other rentals payable un-
der Law No, 66 of 1953, as amended, shall be recover-

able in the year paid.

(b) The following periods of Exploration shall apply :
PHASE I - shall commence on the Commence-
ment Date and run for a period of
three {(3) years thereafter ;
PHASE TT - shall commence on the expiration of

of three (3) years thereafter ;

PHASE TII - shall commence un the expiration of
Phase 1I above and nm for a period

of two (2) years thereafter.

Thirty (30) days prior to the expiration of Phase 1 as
wallft:s(thirty (30) days prior to the end of any Con-
tract year within Phase II or Phase IIT,.as the case
may be, CONTRACTOR shall have the right to clect
upon written notice by CONTRACTOR-OPERA-
TOR to EGPC to cither (i) continue Exploration
operations into the next succeeding Phase, or Contract
year with respect to Phase II and Phase I, as the
case may be, provided at the time or such positive
clection CONTRACTOR shall have fulfilled its obli-
gations hereunder for Phase 1 or the then current Con-

ract Year with respect to Phase IT or Phase IT], as
the case may be, or (if) withdraw from this Agree-

ot Failure on the part of CONTRACTOR to send
gllih aforesaid written notice to EGPC shall be dm:'n}f:d
to mean that CONTRACTOR has made a2 positive
election to continue Exploration opcrations inio the
next succeeding Phase or Contrace Year, as the case

Phase I above and run for a period |
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may be, In the event that o Commercial Discovery | ¢ A Lastadt Lot o LWL 3l 5t H‘ _,1,_“ Al
is made by the end of Phase [11; this Agreement shal! Ao A "*’
terminate with no further uhhgatmns on the part f S A DLLTY Ginay o) 5 AW ey - 4-“:"'5'* S
CONTRACTOR ; provided, however, that if at the [ 130 ol ey« JJlV e 27 ool o7 Oja W 30t Lk
end of Phase III a well is drilling or testing, an ex- | . . 2.iion = o 5 1. . _ "
tension of Phase 111 shall be granted ip to six (6) | &% W& AW Lot ol b i o 2 Mis G
months so as to allow forthe completion of the well and | OA—¢13 At Aol pandd 321 () G o0 iy el
for the declaration of a Commercial Discovery, if any. + Ve o Al LY
The provisions pertaining to withdrawal by | 5 i) siia 3 5308 JA2) Gl Lalid) LGV odos
CONTRACTOR under this sub-Article shall aiso ) d ‘ ‘ « T
he applicable to GONOCO, HUDBAY or MA- | o2 « 90 Je JF 0500 of ghan 5 50 7 e Lt il
RATHON, individually. In the event either} . ., . .. e .

’ - yi { ata of ! . . T
CONOCO, HUDBAY or MARATHON shall efect | V* 7" 97150 ST shas o1 55555 (o of st 00 L D
to withdraw from the Contract Area and this Agree- | OV day @iy Lo 2250,0 2800 Ule LoAGYY 400 s il Gibeia
ment as hercinabove provided and such thirty (30} days . _ - -
written notice to EGPC of such withdrawal is made, | fac dR L R e e T R N ]
the individual withdrawing CONTRACTOR Party 5 b it .y . .
shall at the time of submission of such nofice to EGPC | & ¥ > "l‘ A SN e O gy (7 Gk
tender to the rﬂmammg CONTRACTOR Party or| } il r.m.....r Lot §4 ool EY S i :.9'4“ e b

Parties an amgnmcnt transferring all its undivided
interest share in and to the Contract Area and o W £ Geas F L dp U"U" JAals ui_,lvi L S |

under this Agreement to the remaining CONT-| .. 5 5o oy o
RACTOR Party or Parties, as the case mm_.rhc Such R TS L N UL P e -h-“ didaia

aforesaid assignment (s) shall be accepted by “the | Sty o Gal Jstal Gt BV 51 Gt J;_, ‘ du__m s
remaining CONTRACTOR Party or Partics, as the

case may be, and EGPC shall be immediately notified | Y edzs < 1o @l Bt Jasdy Al it J, _,.3
thereof.  Such notice shall include the percentage | ., Jbi gt i all 4yt it st Tt ‘.L, -t._.J1 Lty

interest (s) held hy the remaining CONTRACTOR |
Party (ies). Said assignment {s) shall become effe- | Junild Lbor ¥ W1 LU Yis & }f.- WIyaey o I Iyl

ctive without any further approvals on the date-of [ by gt ol 4V Gl 0 A O3RN it Ao e

the withdrawal of the assignor Party as the same is
provided for in this sub-Article. - Lo Al 5 4kt ade b 520 0 Loy oxtd

In the event a Commercial Discovery is made at any{ . Vkezel o S b e B S 131 L D, ¥ (___}
time from the Effective Date to the expiration of

Phase 11 or any cxtension thercof, a Devclopment | ™
Lease covering a Development Arca shall forthwith'| Lia b 5 2wy Gleta oot Ladi aic Vol il e
issu¢ hereunder without the need for any additional ' -

legal instrument (s) or permission {8}. The term of
such Dcvelopment Lease (s) affecting such aforesaid | ;. oy Loah @l Jor oty il Loozall e 5ae 055,
Development Area {s) shall be twenty (20) years from i | - ) o o
the date of each such Commercial Discavery with | gabmiht SLAFW tia J B p 5 0 e (1) o ole

CONTRACTOR having . the right to extend the ], ) L o R
term of the Development Lease (s} for an additional Comail gis ol dRe gl A0 S Gadi Sl 5480 O e
ten (10) years upon written notification to EGPCY 2o\ Al i3 5 Gl (V) a2

- 'k{-‘!":""‘""’..hjt iidulnmﬂ-l ththLP._]c,rL

@J.m o ) & g5 sl g dial 1 e (s A3l

served no later than ninety (90)days prior to the expira-
tion of the ungmal term of such Development Lease(s). | Y2 (V+) Graws aad adad Gl 2ahy 'Lwi b 4..‘4!': -

ons of this Agreement shall, as} _
aA]:le";i‘r:rti ;;;11: to said Dchl;Jgr]:mﬂ-t Lease {s). o el A e 238 oo J“ﬂj Jw} '}t
Upon CONTRACTOR-OPFRATOR giving notice | shaaly -l......-.-.H ssie gl die Yo Gudas | ) r“—*‘f' y Ly
to EGPC of either a Commercial Crude Qil or Gas | ¢ Qo Tikeslt H?‘-ﬂ : ‘4*-'
Discovery,. EGPC and CONTRACTOR, through : |
GGNTRACTOR OPERATOR, shall then meet as ;‘UQ:-Lt ehsbadlly S _ s rG_iat L 1!\:-.‘_,5‘,

soon as possible for the purpose of reaching agreement | T | + L
with respect to the bonndariez of the Development L U S lmit b el Y e LT e G
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Area. For the puypose of this Paragraph and Para-
graphs (d} and (c} below, the date on which a Com-
mercial Discovery shall be decmed to have been made
shall be the date on which Contractor, through
CONTRACTOR-OPERATOR, and' EGPC agree
and the approval of the Minister of Industry, Petro-
lcum and Mining has been obtained as to the boun-
daries of the Development Area upon.which the Com-
mercial. Discovery is based. A Development Area
may consist of one or more Refervoirs. -

Commercial Crude Ol Discovery

Whenever under this Agreement CONTRACTOR
shall drif! a Commercial Crude Oh] Well as the same 15

I —

A G bleadl S U G b e S sl
sie Al LEY s 4ozl Liaia 3 3as SE WY e a sy
JMY!,‘}:E;T;&._JU FITINTRY (M) 3 (3) P aidlya dah
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defincd iu Article 1 (i) above, CONTRACTOR shall
undertake, as part of its Exploration program, thel
appraisal of the extant of such discovery by the driliing
of one or more additional wells 10 determine whether

| ii.?,.u.s T T FO gt Y B ¥ Asi (b} 5Ei0t Y oYy
- d#r:iﬂl{uaw'l .:.oulj'r E..UJJ_;,--*_"'L@M
L“SM.’{‘ SV Sust L i 3 e e @iy iy
D LI I B QN V5 C R POURCO RSV U S VTRIAT ST

such discovery is worthy of being developed dommer-
cially, taking into consideration the estimated rccove-
rable reserves, the production, pipeline and terminal
facilitics required, cstimated Crude Oil prices and
all other relevant technical and economic factors.
After having performed such aforesaid extra dnlling
and conducted such aforesaid feasibility review,
CONTRACTOR, through CONTRACTOR-OFE-
RATOR, shall, if it reaches a positive detcrmination,
give EGPC 2 notice of Commercial CGryde Oil Disco-
very immediately upon conclusion of the same but m .
no event later than fifteen (15) months following the
date of a Commercial Crude Oil Well discovery.
Any declaration of such Commercial Crude Oil
Discovery thereafier as a result of such Commercial
Crude Oil Well shall not be made except by mutual
agreement between EGPG and CONTRACTOR.
Without perjudice to the Sole Risk provisions
contained herein, CONTRACTOR, through CONT-
RACTOR-OPERATOR, shall also have the nght at
any time during the term of this Agreement to give
auch notice of Commercial Crude Oil Discovery with
respect 10-any Reservoir of Reservoir (s) even if the
well or wells thereon are ot “commercial” within the
defintion of a commercial Crude Oif Well if, in

CONTRACTOR's opinion, a Reservoir or a group

of Reservoirs considered collectively could be worthy

of commercial development. |

CONTRACTOR-OPERATOR shall give notice to
EGPC of any discovery even if such discovery 1s not
deemed by CONTRACTOR: to-be a Commercial

Discovery. | |
However, if Crude Ol is discovered but is not
deemed by CONTRACTOR to be a Commercial

Discovery within thirty (30) months from the comple-
tion of drilling of a wcll on 2 geoloical structure
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which well evidences the presence of Crude Oi!, then
EGPC shall have sixty (60) days from the expiration
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of said thirty (30) months in which o give CONTRA- o o wApadl s gluins L ol Je o Y G
CTOR-OPERATOR written notice of EGRCs|® o Ma 4 o il o Jaadt o8 2 o ) abndy
desire to develop the specified area of EGPC's sole | ! d~M 2/ 1 sl jlasyp 5 tos O o
cost, risk and expense and therefore be entitled to w ! af“‘f‘ s Sy ldaally p it Jslaly
develop, produce and dispose of all Crude Oil ;}M‘iﬁu : "“"“::‘5_-“:“ W LR
produced from the “geological structure on which { " o .I;'.-"' >t ....F' F Sy o) .EL_J:H *‘**fe--'-',s
such well has been drilled. e el {*._-...-.JI @Vt il Logh s

c bl
- Such written notice to CONTRACTOR-OPERA- | , i kit ca e e
TOR shall state the specific area covering said geolo- N ”’: 2} N v g JSal e
" gical structure to be developed, the wells to be dilled, | &% d9& G b e G5 iy 31 O sty LUy
the production facilities to be installed, a plat of the | sobL b A5y L) .3 o Lot oLl o oldaally
specific area and EGPC’s estimated cost of such sole | sdia s ¢ s bt ISy Uisd b b Qe h; N
risk development program. Within thirty (30) days | sia yc Ly wia’ 55 4 e s
after receipt of said notice, CONTRACTOR through o o BN B2 LY . duh
CONTRACTOR-OPERATOR may, in writng, " deaily Ll
clect to develap such area as provided for in the case | St o lodivde oty 00y Jslall Sog) 1
of Commercial Discovery hereunder. In such eveat] ., ... 14 TR (1.}*-_ ' rﬂﬂ i"w i’ml ‘11;1_1

all terms of this Agreement shall continue to apply] . = .. : = )
to the specific area. it u'.'f.’:'.-”“ w0 Ll saumll Ll o\
VAl aldld o5 AT Ll ani
1f GONTRACTOR clects not to develop such area § 5 ity 2ottt G e e _
and EGPC has given CONTRACTOR such aforesaid | -« 9 Wb bl 55 0 s e i
sixty {60) day written notice, the specific area covering | Whwad 5; 5 i okl Wbl K3y i of 2

said geological struture shall be set aside forsole risky . . =~
ot IV Sy TS G e ity e Je

operations by EGPC.
| - : fw"#;ﬁé‘_rmc.&ﬁwla-ﬂ . N

In the event BARPETCO, referred w in Article - 5N W aw oy i
V1, has come into existence, EGPC shall be entitled | dabead’ sllaidt 0y 1 o4 308 2ot ety i il
to have BARPETCO performi such operations for it{ .. .~ N o gl
at EGPC’s sole cost, risk and expense. At any time e ol B e 2L o (Vo) L
after EGPC has covered from the Crude Ol produced | gty L e wouzens W 35 ilh dess o
from such specific area a quantity of Crude Oil equal ] | o Db OB O sl G
in value to three hundred (30D) percent of the costs!¢ - o of Jeid L s Ase _ Saadt Wl i
it has incurred, CONTRACTOR shall have the | . ) % Lol min o Dl e
option, only in the event there has been a scparate| R e Rl Ry
Cammercial Discovery, to share in further develoment [ Faty 3,2 5 ¢ Lol it o RCTEE R T ¥
and production of the specific arca upon paying| .o sy ah - g Ly @ o
EGPC one hundred (100} percent of such costs r & S () G flan
incurred by BGPC. Such one hundred (100) percent | o O 4y £ 0l mall o 2n¥ sokaaly 20 Sl 5 ot
payment shall be recovered by CONTRACTOR from |, . . ‘ TR
Cost Recovery Crude in the normal manner for the re- | u“‘.f-"“" e e = DRI W TRIRTR b
covery of expenses. Immediately following such pay- | &, 1)\ gl s s . e g
ment the specific area shall revert to the statusof an | T AE e LY e Late
ordinary Development Leasc under this Agreement | &ALt S blall Ll i o o1 o o35 f dab 3o 4
and thereafter shall be operated in accordance with Ve s % Ll 5ol - S i
the terms hereof. The sole risk Crude Oif shall be { 92 ™ o God SRS ol G ) el
valued in the manner provided in pargraph (c) of | j5 _ el () 3 gy ol oo . Tstires _
Article VII. In the event of any termination of this B VLY (Bt pithe; ToTWE iy et gt
Agreement under the provisions of paragraph (b) [ of £2ro GV Ll Wy o2 iz, 4 0 LAY i
above, this Agreement  shall, however, continue tof ,,. T -
appiy’ to EGPC’s operation of any sole risk venture | > Whelomr 3306 Loagh 0007 53 ity 5 il 22 shata
hereunder, aithough such Agreement shall have been | Lol vopit W 058 2, S0l Latiows . -
terminated with respect to CONTRACTOR pursuant O LF Ly "} ol pE A e
to the provisions of said paragrph {b) above. ool A (o) SR M ik O Aa
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In the event EGPC elects to develop atly part of the | b Gibd) o sn o 2 o

ko i Iy _ : e S i gt coled b e Yia

Area pursuant to the sole nsk provision herein, G f on 25V GG e st R i) 3 bldl f"

production from such sole risk area shall be considered} ¥ . . " -
waulRaL B NI VE7 S [ R s Y g s 33 0l 3 LAY

for purposes of the production bonuses set forth in
Article [X of this Agreement only if CONTRACTOR

€Xerelses s option to participate in such Crude Oil

and only from the inutial date of such participation.

Commercial Gas Discovery

After discovery of one or more Reservoirs capable
of producing Gas, CONTRACTOR will undertake,
as part of its Exploration program, the appraisal, if

needed, of such Reservoir(s) by the drilling of onc or

more {up o three) additional wells in cach Reservoir
to determine the most probabie quantity of recover-
able reserves. Should CONTRACTOR decide that
there are sufficient probable reserves, CONTRAC-
TOR shall execute an economic feasibility’ study in
order to determine whether such reserves are worthy
of being developed commercially for export in a liguid
or solid state outside the A R.E. taking into considera-
tion the level of production, the gas line, the lique-
fication plant and termunal facilities required, esti-
mated gas prices in the possible markets and all other
technical and economic factors. A commercial Gas
Discovery may consist of one Reservoir or a group of
Reservoirs which, after appraisal, is worthy of being
developed commercially for liquefication, methanol
processing and/for processing and treating in a similar
or solid form for export outside the A.R.E. CONTRA-
CTCR - OPERATOR shall give notice of a Com-

mercial Gis Discovery to EGPC immediately after.

the discovered reserves in accordance with the above

mentioned feasibility study are considered by CONT-

RACTOR to be worthy of commercial development.
In the event of a Commercial Gas Discovery being
made, any Gas produced or producible outside the
Contract Area, subject to mutual agreement by GON-
TRACTOR and EGPC, may be brought into the
Contract Area and may be committed to CONTRAC-
TOR for the purpose of being liquefied and exported.

However, it is understood that any Declaration of
Commercial Gas Discovery must be made within
thirty six (36) months from the date of a significant
Gas discovery by CONTRACTOR ; however, CON-
TRACTOR ; through CONTRACTOR-OFPERA-

TOR, shall after the expiration of such period have
the right to combine any other Gas discovery (ies) with

such Gas discovery (ies) and thereby make a Declara-
~tion of Commercial Discovery.
In the event that an existing Gas discovery {ies) be-

comes cconomically viable for development in the
opinion of CONTRACTOR, CONIRACTOR,

th[:'uugh CONTRACTOR-OPERATOR, shall also

‘

Bl o3y LAWY e e 4 S0l o s gl AW
,.;.,__-,hujiﬁL_..:l_i‘_,i-...h JHEY ol 1311‘1}1-“5
RN e e Al 6 ) s o plo s Wl

oA LAty

Hall ol GLATYY ()

Y Wik CAH EER] g A4 of - alisf '..c..{
La_n-r.t...n...- i L USRI P P T pois Slaly
S b e iy oW pst ) S ) gl G i
A Je AT B v ) AT el
Wiy 7 aslaasold WAL bl . badyf 2y LT
G Qg g2 el 7ol Sua o s6iA 25 L
eds Sl W i Ga e Doboat Sdse daotys 6
Usme B et 50 Rl 3 an LBy
Sttt AW AT wp oo o 1 T Ul i
Ll R Wb ey b bt i, =Y
Uikt Jtprd 3 S & paeh ety ¢ % ) sl
R A A RS Ll el S,
A @ goone S 3 el SUF SRR P IS P T e gt
AN Lailly 3 i) oo ey
A azieai G5 JHLadl daai 1N s 32 _sle
g ph-al U B i A L N i «..-.]Lp
o Rl et Sl LI ety e trete
Sbbl_ony8 o) 8 Amzel pb il giled Lilsaty
Sl Gt pazin Wdy i Asacly Laczlb :_ﬂ; T (T
GO ol L) Gin A gy ¢ et S5
HE b olaet Gy Saay G o N U T Y
dia)l daleze J1 aiay maju;ﬁﬁuﬂdfu.ﬁﬁ:
s G g G S age
S b Gl e et g o) LA H R
235 A Lt () G B U et s
ORIV B PR T AT Y I
v eldaddl JUN Jslils G b e L gttt o6 ity
LS A Sl e O S A S i g 4
P sy QBLASY A Gl Wy e g St
toseall Gl

[ [ Srud

i--:-l'

AR sl B Gla dla Gifis L U T
b DA ) Rt baliatit Dl ot
SAeally (G0 JARY Gy b e L ik Gl al 0



16

VYA e gl Vv () K Y oAl e SN B

Y1

(f)

" (h)

have the right to make a declaration(s) of Commer-
cial Gas Discovery at any time during the term of thas
Agreement.

Subject to the provisions of Article XXII below, in
the event no commercial production of crude Oil 1n
regular shipments is established from withm any
Block or Blocks within the Developmént Area within
three (3) years from the date of the Commercial Dis-
covery, then in that event, such Block or Blocks shall
be surrendered.  Subject to the same provisions of
Article XXII below in the case of a Commercial Dis-
covery of Gas, if no cammercial production of Gas in
regular shipments is established within any Block or
Blocks within the Development Area within Seven (/)
years from the date of the Commercial Discovery,
then such Block or Blocks shall also be surrendered.

CONTRACTOR shall bear the risk and pay all of
the costs and ex required in carrying out all of
the operations provided for under this Agreement and

therefore shall have an economic interest in the develo-

pment of the Petroleum deposits in the Contract Arca;

however, such costs and expenses shall not include in-
terest on investment. All other aforesaid costs and
ex shall be recoverable by CONTRACTOR as

provided for in Article VII below.

During the term of this Agreement, the total produc-
tion achieved in the conduct of the operations here-
under shall be divided between EGPC and GON-
TRACTOR in accordance with the provisions of

Article VII herein.

The duration of this Agreement covers the Explora-
tion Phases described above as well as the Develop-
ment Lease(s) and any renewal(s) thereof ; provided,
however, in the event no Commencement Date comes
into being within three (3) years from the date that
this Agreement is fully executed by the Government,
EGPC and CONTRACTOR, then in that event
CONTRA(TOR shall have the option of terminat-
ing this Agreement without any further liabilities on
the part of any of the Parties hereto by written notice

to EGPC and the Government

It is understood that CONTRACGTOR and Operating
Company have the right, in the event of a Commer-
cial Discovery, to construct and install pipeline {s) and
rclated systems and facilities of sufficient size to eco-
nomically transport the Petrolcum to storage and off-
take facilities. CONTRACTOR shall be fully re-
gponsible for the payment of any reatals due and
the restoration of land to its original state in the eveat
any pipelines, related systems and facilities or wells
drilled pursuant to the provisions of this Agreement
are required to be installed, constructed mamtained
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or drilled on or over such lands. In the event CON-
TRACTOR and Opcrating Company are unabile. to
reach agreement with such tandowners regarding the
terms and conditions for the use of sawd land, then,
m that eveni, Government and EGPC will assist
CONTRACTOR and/or Operating Company in ob-
taining the necessary rights to install such pipelines,
related systems and facilities or drill such wells.

() The provisions regarding payment of CONTRAC-
TOR's Egyptian Income Tax shall be applicd as

follows : ,

(1) CONTACTOR shall be subject to  the laws
In force from time to time in the A.R.E. and the
political subdivisions thereof, which impose taxes
on or are measured by income or profits, includ-
ing those laws imposing a tax on income from
movable capital, the commercial and industrial
profits tax, municipal tax, defense tax and na-
tional security tax on income and dividends paid
with respect to shareholders, as well as any surtax
or interest assessed with tespect to  income tax
payments {hereinafter referred to as “AR.E. 1s-
come Taxes"), and, except as otherwise provided
for in this Agrecment, shall comply with the re-
quirements of such laws with respect to the filing
of retums, the assessment of tax, and the keeping
for review by authorized persons of books and
records. For these purposes, any A.RE. income

- Taxes for which the individual sharehoiders of
CONQCO, HUDBAY and MARATHON may
he liable shall be decined to be a tax levied aga-
inst CONOCO, HUDBAY and MARATHON.
EGPC's share of the Petroleum determined under
Articie VII below mmcludes an amount equal i
value to all of the ARE. Income Taxes of
CONTRACTOR, joinily, and CONQCQO, HU-
DBAY and MARATHON, individually, under

this Agreement.

(2) For purposes of applying Paragraph {j) (1) of
this Article, the total taxable income of CON-

TRACTOR with respect to any Tax Year shail
be an amount calculated ax follows : |

|

() The total sum received by CONTRACTOR
from the sale or other disposition or all Petro-
leum acquired by CONTRACGTOR pursuant
to Article VII Paragraphs (a) and (b) of this
Agreement ; LESS

(a) The costs and cxpenses of CONTRAC- |
TOR which are allowed to be recovered in
the Tax Year under Paragraph {a) of
Arficle V11 below: and
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(b) The value, as determuned in Paragraph (c)
of Article VII below, of EGPC’s excess
Cost Recovery Petroleum acquired by
CONTRACTOR pursuant to Article V11
Paragraph (a) (2) below ; PLUS.

(ii) An amount equal to CONTRAGTOR'
A RE. Income Taxes.

EGPG shall assume, pay and discharge, on behalf
of each CONOCO, HUDBAY and MARA-
THON, their respective ARE. Income Taxes
out of the sums received by EGPC from thesale
or other disposition of its share of Petroleum un-

der this Agreement.

EGPC shall furpish to each CONOCO, HUD-
BAY and MARATHON through CONTRAC-
TOR-OPERATOR their proper official reccipis
evidencing the payment of their respective AR.L
Income Taxes within one hundred and fifty {150)
days following the commencement of the next
ensuing Tax Year. Such receipts shall be issued
by the proper Tax Authorities and shall statc
the amount and other particulars customary for
sach receipts.

(3)

(4)

fn calculating its A.R.E. Income Taxes, EGPC

shall be entitled to deduct royalties paid by EGPC
to the Government and the A?R_]f. Income Taxes

of CONTRACTOR paid by EGPC on its behalf.

ARTICLE 1V

Work Program and Expenditures
During Exploration Periods

ta) CONTRACTOR shall spend during the Exploration
Periods as follows :

PHASE I — the sum of Ten Million United States
Dotlars ($ 10,000,000 U.S.) constst
ing of mine clearance, geological field
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other Exploration Activity which
may he appropriate ; however, CON-
TRACTOR shall be required to dnll
two (2) wells during this Phase 1.

PHASE II — the sum of Three Million United
States Dollars ($ 3,000,000 U.S.)
per Contract Year on Exploration
Activities.

PHASE I1T -—— the sum of Two Million Five Hun-
dred Thousand United States Dollars

($ Ermsm U-Sr} per Contract
Y ear on Exploration Activities.
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GCONTRACTOR shall be under an obligation 1o
commence drilling operations within twenty four (24)
months from the Commcncement Date of tins Agrze-
ment. Should CONTRACYTOR spend more  than
the dollar amount specified in Phase I, or any given
Contract Year in Phase 11 or in Phase 11i, the ex-
gshall be credited toward the amount specified
for the next succeeding Phase(s) or Contract Year(s),
as the case may be.

EGPC shall make available for CONTRACTOR's
usc any seismic and geological data (including well
logs) in EGPC’s possession with respect to said Area.

CONTRACTOR shall have the right to voluntarly
surrender all or a part of the Contract Area at the end
of Phase I or at the end of any Contract Year of Phase
II or Phase III, In the event of any surrender of ail
of the Contract Area, any expenditure deficicncy of
CONTRACTOR shall result in an immediate pay-
ment to EGPC of the amount of the deficiency tor the
relevant Phase or Contract Year, as the case may be, in
which voluntary surrender is made. In the event of no
surrender, any expenditure deficiency of CONTRAC-
TOR at the end of Phase I, or any Contract Year of
Phase II or Phase I1I, shall similary result mm a pay-
ment by CONTRACTOR te EGFPG of any such de-
ficiency. Any such deficiency payment(s) shall be made
within ninety (90) days in United States Dollars and
<hail be considered as cost and recoverable in accorda-
nce with the provisions of Article VII hereunder provi-
ded this Agreement is still in effect as to CONTRAC-
TOR. Any deficiency payment so made cannot be
recovered out of production frem a Commercial
Crude Oil and/or Gas Discovery made prior o the
date of such deficiency payment. In case no Com-
mercial Crude Ofl Discovery or Gas Discovery 1S es-
tablished by the end of Phase ILI, or extension

thereof, or in case

Exploration obligations under this Agrecment prior to
this time, EGPC will not bear any of the expensus
spent DY CONTRACTOR.

At least three (3) months prior the beginning of
each year or at such other times as otherwise mutually
agreed by EGPC and CONTRACTOR, CONTRF}C-
TOR-OPERATOR shall prepare an Exploration
Work Program and Budget. for the Contract Arca
setting forth the Exploration operations which CON-
TRACTOR, through CONTMCTDR-QPERA—
TOR, proposes to carry out during the ensumg year.
During the Exploration Periods, such Work Program
and Budget shall be at least sufficient to satisfy GON-
TRACTOR's minimum expenditure ohligation for
the period it covers, taking into account any crm%its
for excess expenditures by CONTRACTOR in prior

Exploration Periods.

CONTRACTOR surrencers 1ts’
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(d)

()

The Exploration Work Program and Budget shail |

be reviewed by a joint committee to be established
by EGPC and CONTRACTOR after the Effective
Date of this Agreement. This committee, hereinaltcr
referred to as the “Exploration Advisory Conunittee”,
shall consist of six (6) members, threc {3) of whom
shall be appointed by EGPC and three (3) by CON-
TRACTOR, The Chairman of the Exploration

Advisory Committee shall be designated by EGPC

from among the members appointed by it. The Ex-
ploration Advisory Committce shall review and give
such advice as it deems appropriate with respect 0
the proposed Wark Program and Budget. Following
review by the Exploration Advisory Committee, CON-
TRACTOR-QPERATOR shall make such rcvisions
as CONTRACTOR deems appropriate and submit
the Exploration Work Program and Budget to EGPC
for its approval. Following such approval, it is fur-
ther agreed that :

(1) CONTRACTOR (through CONTRACTOR-
OPERATOR) shall not substantially revise or
modify said Work Program and Budget nor re-
duce the approved expenditure without the prior
approval f EGPC, such prior approval not to be
unreasonably withheld ; and

In the event of emergencies involving danger
of loss of lives or property, CONTRACTOR may
expend such additional unbudgeted amounts as
may be required to alleviate such danger. Such
expenditures shall be considered in all  respects
as Exploration expenditures and shall be vecave-
red pursuant 1o the provisions of Article VII

below.

()

CONTRACTOR shall, through CONTRACTOR-
OPERATOR, advance all neccssary funds for all
materials, equipment, supplics, personnel, admimstra-
tion and operations pursuant to the Exploration Work
Program and Budget, and EGPC shall not bear or

repay any of the aforesaid costs.

CONTRAGTOR shall be responsibie for the prepa-
ration and performance of the Fxploration Work
Program which shall be implemented in a workman-
like manner consistent with good industry practices.
Geological, geophysical and other Exploration studics
related to the performance of this Agreement shall e
made in the ARE.; however, it s recognized that,
as may be appropriate, processing and analyzing :r.-f
data and laboratory studics thereon may he made m
specialized centers outside the ARE.

Subject to the provisions of Article XXIV below,

CONOCOQ is hercby

OPERATOR and in such capacity shall carry out and
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execute the Exploration Activitics under this Agree- | 11 oot weie LU SO e L s b U B
ment for and on behalf of the individual Parties com- e _ ) - DA St
prising CONTRACTOR without any further liabi~ | u® 2 G L Kndl 51 L) WAoo g JeL I NI

lities to EGPC or Government except as CONOCI(3 ) SR ez ea b3 5 Ui Lo o 5y }f'\ haass

?ﬁi have as on individual Party comprising CON-

CTOR. All of EGPC’s dealings with CON- | Jaill wielas G5 155 3 SR s ALY celas LY o
TRACTOR and all of CONTRACTOR's dealings | | ¢ =
with EGPC shall be through CONTRACTOR-OPE- | ¥ by - wldadlly JLI it 5 b o0 i o
RATOR. 1In the evemt of CONOCO’s withdrawal | i_sta ; WY Al Utsyy 5 :
from this Agreement pursuant to the provisions of BN =N b TS e
Article [T (b} above or in the event of CONOCO's | wtdeddl &% Jis £y 8 Uliast M i Sl ()
resignatton as CONTRACTOR-OPERATOR. (sawd | .- | ] ) e e
resignation shall be made upon a thirty (30) days | —=¥' J' Al dary DU il (o5 Uiz wiiy
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RATOR to EGPC prior to the cffective datc of such | B b O e s aCa il ]
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ing Parties comprising CONTRACTOR. shall clect | aa & sy 4 L s ki s o cLLJSL w
one of such Parties to serve as CONTRACTOR-OPY- _ | ] S A 00
RATOR and shall notify EGPC and the Government |~ St ol b S S0 Jy0 ) o Guah 1ig
of such appointment, Said swecessnr CONTRACTOK.
OPERATOR shall assume its dutivs upon the effective |
date of withdrawal and/or resignation of CONOCO. | 550 ol Juh Jalial Apw g L i
CONTRACTOR-OPERATOR  sha!! entrust the| 1 i s id
management of Exploration operations in the AR.E, | #440 acen ole pua (Eeg) P oma) olle
to its technically competent General Manager and | .. - ca | .
Assistant Manager. The names of such Manager and Getlly degfadt kst pal) aelaa iy Ly zailt

Assistant Manager shall, upon appointment, be l‘l}.rrth- C A g i 24 aslesy pal) Lie .y
with notified to the Government and to EGPC. The o |
general Manager, and in his absence the Assistant | ¥4 JF padt acbay aly B cldaaly Sy g
Manager, shall be entrusted with sufficient powers 0 {20 . .- T Ly ]

cepresnt and bind CONTRACTOR and CONTRAGC- | ¢ = LY duiony Lglted LM ol tt 414
TOR-OPERATOR m all dealings with the Govern~ | )\ a1y Jylt 546 a3 .y L s TaySnd) me coiells
ment 2and EGPC.  CONTRACTOR and CONTRA- * &2 Sl Sl oo
CTOR-OPERATOR, however, In connection with | S5 38 2ed Jlsl, s Lesd Gadse ol ~Aih
such Exploration Operations, shall be subject to the | | Lo _ _ o
Laws and Regulations of the A.R.E, in Force during { * Pt Lo P b et @ittty Gt il

the term of this Agr?gment and which are not Incon- WAl pr o a5y 015 Ly
sistent with the provisions of this Agreement.

CONTRACTOR-OPERATOR shall supply BGPC | -u Ly (v1) sdw Une L8 ALl 2 sty x5

within thirty (30) days from the end of each calendar | . o N L
quarter with a Statement of Exploration Activity BU Gy ot ey Ul s g6 T 2o F Al

showing costs incurred by CONTRACTOR during | g O e 5 5Al Ladt s AR WL oM 2B o)
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or services were supplied ; provided, however that
the purchases made and services performed with-
in the A.R.E. shall be subject to Article XXV

below, or

(ii) that the condition of the materials furnished by
CONTRACTOR does mot tally with their

prices ; or
(iv} that the costs incurred are not reasonably requir-
" ed for operations.

CONTRACTOR-OPERATOR shall confer with
EGPC in connection with the problem thus presen-
ted, and the Parties shall attempt to reach settlement
which is mutually satisfactory. If within the time
limit of the three {3) moaths period provided for in
this Paragraph, EGPC has not advised CONTRAC-
TOR of its objection to any Statement, such State-
ment shall be considered approved.

CONTRACTOR shall, through CONTRACTOR
OPERATOR, supply all funds necessary for its opera-
tions in the A.RE. under this Agreement in freely
convertible currency from abroad. CONTRACTOR,
through CONTRACTOR OPERATOR, shall have
the right to buy Egyptian currency whenever required
and the conversion shall be made at the local Egyp-
tian banks in the AR.E: according to the official

A.R.E. rate of exchange.

(h)

ARTICLE V

Mandatory and Voluntary
Relinquishments

Mandatory

CONTRACTOR shalf make the foliowing relinquish-
ments at the following times :

25% of the original Contract Area at the end
of the third Contract Year ;

25% of the original Contract Area at the end
of the sixth Contract Year.

At the end of Phase 1II, or any cxtension thereof,
CONTRACTOR shall relinquish the remainder of the
original Contract Area not then converted to a Develop-

ment Lease or Leases.

The provisions of Article XXII hereunder shall apply

to CONTRACTOR’s relinquishment obligation in regard
to any part of the Contract Area upon which Exploration

operations have not been allowed because of reasons of

Force Majeure.
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Voluntary

CONTRACTOR may voluntarily ac any time relinquish
all or any part of the vriginal Contract Area provided,
that at the time of such voluntary relinquishment,
CONTRACTOR’s financial obligations for Exploration
expenditures  for the then current Exploration period
under Article IV have been satisfied. Any such aforesaid
voluntary relinquishment shall be credited toward the man-
datory relinquishment provisions of this Article.

ARTICLE Vi1
Operations After Commercial Discovery

(@) Upon Commercial Discovery, EGPC and CONTRA-
CTOR shall form in the A R.E. an operating company
which shall be called BARDAWIL PETROLEUM
COMPANY hereinafier referred to as “BARPETCO”
or as “Operating Company”. BARPETCO shall be'a

non profit Egyptian corporation of the private sector
and shall be subject to the laws and regulations i |
force in the AR.E. to the extent that such laws and

rcgulations are not inconsistent with the provisions of
this Agreement or the Charter of BARPETCQO ;

however, BARPETCO shall, for the purposes of thas
Agrecraent ; be exempt from the following laws and
regulations as now or hereaftes ameneded or

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

Law No. 141 of 1963 on Recpresentation of
Employees and Workers on the Boards of Com-

panies ;

Law No. 60 of 1971 on Public Institutions, as
amended ;

Law No. 61 of 1971 on the Staff Regulations of |
Public Companies, as amended ;

Law No. 97 of 1976 on Organizing Dealings in
Foreign Gurrencies and its executive regulations;

Presidential Decree No. 1868 of 1974 restricting
some Contracts of Woiks of the Government 1o |

Public Institutions and Corporations and Public |

Sector Units.
Law No. 113 of 196! on Salanes.

The Charter of BARPETCQ is hcreto awached as
Annex “D”. Within thirty {30) days after the datc
‘of Commercial Discovery, the Charter shall take

(b)

effect and BARPETCO shall automatically come into
existenice, without any further procedures required.
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Ningty (90) days after the date BARPETCO comes
nto in accordance with Paragraph (b)

above, it shall prepare a Development Work Program

and Budget for the remainder of the year in which
the Commercial Discovery is made ; and not later
than the fifteenth {i5¢h) of October of said year

_{or such other date as may be agreed upon) and the
fifteenth (15th) of October of each year thereafter,

BARPETCO shall prepare an annual Production

Schedule, Work Program and Budget for the succe-
year. The Production Schedule, Work

Program and Budget shall be submitted to the Board
of Directors for approval,

Not later than the twenticth {20¢4) day of each month,

BARPETCO shall furnish to CONTRACTOR-OPE-
RATOR. a written estimate of its total cash require-
ments for expenditure for the first half and the secoud
half of the succeeding month expressed in United
States Dollars, having regard to the approved budget.
Such estimate shall take into consideration any cash
expected to be on hand at month end. |

Payment by CONTRACTOR for the appropriate
period of such month shall be made to the correspo-
ndent bank designated in Paragraph (¢} below on the
first (1st) day and fifteenth (15¢4) day respectively,
or the next following business, day, if such day 15 not
a business day.

BARPETCO is authorized to keep at its own disposal
abroad in an account opened with a correspondent
bank of the National Bank of Egypt, Cairo, the foreign
funds advanced by CONOQCO, HUDBAY and
MARATHON. Withdrawals from said account shall
be used for payment for goods and services acquired
abroad and for transferring to a local Egyptian bank
in the AR.E. the required amounts to meet expcn-
ditures, in Egyptian Pounds, for BARPETCO in
connection with its activitics under this Agreement
and the conversion shall be made at the official AR.E.

rate of exchange.

Within thirty {30) days after the end of cach
Financial Year, BARPETCO shall submit to the
appropriate exchange control authorities in the
A.R.E. a statement, duly certified by a recognized firm
of auditors, showing the funds credited to that
account, the disbursernents made out of that account
and the balance ongstanding at the end of the year.

ARTICLE VII
Recovery of Costs and
Expenses and Production Sharing
{a) {1} Cost Recovery Crude Oil

Subject to the aunditing pfoﬁsims’ under this Agreement,
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CONTRACTOR shall recover all costs and expenses
respect of all the Exploration, Development and related
operations under this Agreement to the extent and out 0
thirty percent{30%) per annum of-alt Crude Oil produced
and saved from all Development Leases hereunder and
not used in Petroleum operations and out of hfty percent
(50%) per apnum of all Gas produced and saved from all
Development Leases hereunder and not used im Petroleum
operations. Such Crude Oil and/or Gas iskhc_r'einaftf:f
referred to as “Cost Recovery Petraleum””.

Such Cost Recovery Petroleum shall refer 1o either Cost

Recovery Crude Q] or Cost R:r:.ﬁvcr}r ‘Gas, as scparately |

applicable and appropriate under- this Agreement..

Such costs and eXPENSEs shall bc treated and ft:_cﬂ?ﬁtd
separately from the applicable Cost Recovery Crude Oil
or Gas, as the case may be, in the followinng manner :

(i} All Operating Expenses incurred and paid after Tnitin
Commerciat Production’ {which for the purposes of
this Agresment shall mean the date on which the
first regular shipment is made), shall be recoverable
in tha later of the Tax Year in which such expenses
are incurred and paid or the Tax Year in which
Initial Commiercial Production occurs.

Exploration Expenditures, including those acCLUMU-
lated. prior to the commencemerit of Initial Comme-
rcial Production, shall be recoverable at the rate of
twenty five percent (25%) per annum on a straight
line basis based on amortization at that rate starting
in the later of the Tax Year in which such expenditu-

(1)

res are incurred and paid or the Tax Year in which

Initial Commercial Production commences.

Notwithstanding the forcgoing, Exploration Expe-
nditures incurred and paid during the last five ()
years of any Development Lease shall be recoverable
:n the Tax Year in which they are incurred and paid
out of “the applicable Cost Recovery Petroleum.
Such election can be made only one time by CONT-
RATOR, through CONTRACTOR OPERATOR,
during the Devclopment period inchuding any exten-
sion thereof, |

(zif) Development Iixpenditurcs, including those accu-
mulated prior to the commencement of Initial Com-

mercial Production, shall be recoverable at the raic |

of twelve and one-half percent {12 1 /2%) per apmuyn L |
line basis based on amortization at that Lt e sl Juadt SL Dina¥t bt de s cn i

on a straight

rate starfing in the later of the Tax Year in which
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such expenditures are incarred and paid or the Tax
Year in which hntial Commeraal
COMMENECes.

Nntwitllstmldh"lé the foregoing, the Development
Expenditures incurred and paid durtng the last five
(5} vears of any Development Iease shall be recover-

able in the Tax Year in which they are incurred and

paid out of the applicable Cost Recovery Petroleum.
Such election can be made only one time by CONT-
RACTOR, through CONTRACTOR-OPERATOR,
during the Development period including any
extension thereof.

To the extent that, in a Tax Year, costs, expenscs
or expenditures recoverable per Paragraphs (i), (i)
and (ili) preceding exceed the value of the applicable
Cost Recovery Petroleum for such Tax Year, the

excess shall be carried forward for recovery in the
next succeeding Tax Year or Years untll fully recove-
red, but in no case after the termination of the Agree-
ment as to CONTACTOR.

For the purpose of determining the classification of
all costs, expenses and expenditures for their recovery,

the following terms shall apply :

(1) *“Exploration Expenditures™ shall mean all cos:s
and expenses for Exploration as defined in
Articie 1 (a) above.

“Development Expenditures™ shall mean all
costs and expenses for Development as defined in
Article 1 (b) above, with the exception of Operat-

ing Expenses.

“Operating Expenses” shall mean all costs, ex-
penses and expenditures made after initial Com-
mercial Production for producing which costs,
expenses and expenditures are not normally de-
preciable.

(2)

3)

Except as otherwise provided under this Agreement,
it is understood and agreed that all costs and
expenditures incurred by CONTRACTOR under ths
Agreement shall be considered as part of one of the

foregoing categones,

{vi} It is understood and agreed upon that recovery
of cost and expenses as hased upon the rates re-
ferred to above shall be allocated to cach quart-r
proportionately (one fourth to cach quarter)
However, any allowable costs and expenses not
recovered in onc guarter, as thus allocated, shall
be carried forward for recovery in the next s
ceeding quarter.
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(2) CONTRACTOR shall, cach year, take and i : O mams € ds -
separately dispose of the applicable Cost Re- i: Ls:u; A e S I D
covery Petroleum produced and saved plus its | <=0 33w paaidly & Rindty qatt Jy 2
share of the balance of the Petroleum as stipu- [ Uiy LAali Js 201 5 4o L1 Uliae i "D
ated in Pasagraph (b) below of this Artcle VIL. | ) 07 " VO T T O ot

w) ok P ke pegats gale i e

To the extent that the value of the applicable |
Cost Recovery Petroleum {as determined in sub- | «4dSalo 2oy jauasdid, el L 5 iy « b

paragraph {c) below) exceeds the actuai applic- [ (sLave,n Lor e A0 3 scoed! el Loy s 2
able recoverable costs and expenditures, includ- - ¢ u:] ":‘J . _ N‘Jﬁ} ' ‘*" Lo
ing any carry forward from Paragraph (a) (1) {iv) | s Loala 2h gt Lbadl) liiahy Gl e
above, to be recovered in that year, the value of | “Jbu ()(O)() S Capus g0y wile il L
such cxcess applicable Cost Recovery Pewolenm | 3, oy o) 53 5 00 o 1w T

actually taken and separately disposed of by JTJ _"'m _ O Ll UG B oeao iy 2
CONTRACTOR shall be paid by CONTRA- [« W3 G 54 b CLRKEN 013 2y s
CTOR to EGPC in the manner set forth inj &, WG L0 Jpat Gasa o3 e, 05 Oy o ) 1l
Article IV of the Accounting Procedure contained oS 3 3 (L @“’m - u‘:m" _‘_L’h“
in Annex “B” and CONTRACTOR shall be oINS et fBO [r A B S L
decmed, 1o have purchased such excess Cost Re- | Jaidl (3 S40 0t el (g xes o183\t S
covery Petroleum from EGPC. C Tt o N sy s

(b) Production Shanng F RV AL ()
"The remaining Petroleum, ie,, the Petroleum rema- | et am il Yy ozl b L M e gl
ining after deducting the Cost Recovery Petroleum | ), o) e e LRI a5 2y o Tjd A
form the total Petrolenmn produced and saved shall | O DSy Bt i Gty v‘ﬁﬂ"’-ﬁ o JQ*:“

" - L £ i .L";,J N -

be takenand disposed of separately by EGPC and .
CONTRAACTRO in the following proportions . AN el by e
Crude O | “ | i ey

Eighty percent {80%) to EGPC and twenty per-{ $L1 o Osrtes Ml (A LY vl o
cent (20%) to CONTRACTOR. Uf;;.':u iy
Gas _ | | L

Seventy percent (70%) to EGPC and thirty per-{ Ll 5 a0, o T .

cen (30%) to CONTRACTOR. O B (Y ) B G G
L P Bl AN

CONTRACTOR at any time prior to the initial { 4 obd SLAT S 35 o3, S b Dl Sy a3

Commercial Discovery under this Agreement may | ,av iy 5 Ll €2 I puzis O RIGY o]
elect to share such Crude Qil in the percentage of L] Ava Lo, _,:f.uf j[;_[g o / :Jum P Y ”i >
83% to EGPC and 17% to CONTRACTOR and/or | =7 /1 S 27 I CSEE2AV 5 Al

M r eIt a3l Gty b ety Ghy Sl 4 Yo

such Gas in the percentage of 75% to EGPC :nd ‘
95% to CONTRACTOR and share excess Cost Re- | ~ JoIl 0550 bena 0 LI 515 et acasl) )

7 .
covery Crude Oil andfor Gag, as the case may be, ot S i
in the same percentage.
{(c} (1) For the purposes of determining the value of }hc 5 fss¥ paaidd 32 R LS e S o
quantity of Cost Recovery Petraleum to which | Wt Loy wie ey J it aiozy il R g
CONTRACTOR is entitled hersunder during 9 L L"""‘""_: S -
x - t’-’“ A!M‘z:‘“.}"c‘#'_l@‘f
each calendar semester, the weighted ave- | ° et Tontsn Lglr ‘
rage price realized for comparable guality and e drdiy Sl Bt BBl ) 2 gaad
quantities of Petroleum on comparable credit | <Lt (o 8% loapn Sa Bymt) B Uow W
terms in freely convertible currency from FDE Ay 1 st Bui5 3 (s 43y WL .J"Lf-'-l“—; ,J G 4
int of export sales at arms length by either| . S e b il )L:-Ji 3yl 5 BLE] '
EGPC or CONTRACTOR under all Perroleurn } | : 220t pr 3 g0 AR
szt ae ) o ol Lpt Lol SLatt Lt i 5 0y

eales contracts currently in effect, whichever is
higher, {but excluding Petroleum sales contracts{ « ( LGt J & ol mlaiiay Lalally Jy ) a5 550




28 W d(©) J 5 X sl e b ! <A

\RYA A}

_,__-n-——-——n—

javolving barter and Government t¢ Government | . g N et A S 'H 4..1: Gacdy eaedl (19
sales), 10 non-Affiliated Companics during such | _ -~ s o . ’ € v
semester, shall be used. It is understeod That in | WIN il (§ o Gt PR J gus gt iz
‘he case of C.LF. sales, appropriate deductoins | . 5 s e el LWG B
hall be made for transport and insurance charges o* s -t S yp ity JESH - e
(o calculate the F.OB. point of export price, 0, TP [ e Wla et g T ptead) dnis
always taking into account appropriate adjust- | . .. ‘ _

nent for quality of Petroleun, freight advantage il s 23 5 Ghes Jaft Bar e ) ol
or disadvantage of pott of loading and any other ¢ Ldlia g o1 et Ly oyt Ll

.appropriate adjustments. FEOR U Cim Y Ay S
{2y 1f dunng any calendar semestcr there are no such n e i L s
o5 by EGPC or CONTRACTOR under pero. | 237" e ;-"‘L_nd“"_ At G St Ik I
leum sales contracts currently in effect, EGPC| T wh &) "-’_"""J_ 4R o Jpmild 4 A
~nd CONTRACTOR shall mect " mutually | ¢ Sl e Jadt sl (Wt e M e Jo 102
agree upon the price of Crude Oil and/or Gas, | s, g 5 S A il s ANeaiodl pai2 S
ag the case may be, to be used in determining the e (V) (@ Zs Al
value mentioned in subparagraph {c) (1) ahuu::c-l )
Pending such mutual agreement, the price ATIR PRI L G e |
shall be the last price dctcmlu}td pursuant o (\} © e ‘:j:;' e A i‘.‘ J;"TJ;U{JJ N
_is-Y {J_,L_ el (V) (@) i.f-_,ﬂl iﬁ-‘l okl ot gt 5
Gl el i w4 bl chiaadll s 290
¢ Jaally Lot de Al

ment will be made thercto after determination of
. mutually agreed price by EGPC and CON-

feas B L it I J3s ) pladt gV Au ()
i LS 155 g e (W Jp e (V) Cpame
Kzp 2 A gt G Wom 4 G Ll J sl
LAWY b oo Ll y g Sl Lelut e 41
LA JymeW) Ubsy 0y s it Ll i 5T
el LS gl st S g Yol Jyzt delioal
Y PPN PUFC ol s g5 i il J S
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{d) BARPETCO shall preparc (not less than nipety (90)
days prior to the heginmng of each calendar semestet
following regular production) and furnish in writing

1o CONTRACTOR and EGPC a forccast setting out
the total quantity of Petroleum that BARPETCO
estimates can be produced, saved and transported
hereunder durng such calendar semnester in  accor-
dance with good ol industry practiccs. BARPETCO
shall endeavor to produce each calendar semestes the
forecast quantity. The Petroleum shall be cun to sto-
rage tanks by BARPETCO in which said Petroleum
hall he metered oF otherwise measured for royalty,
and the other purposes required by thiz Agreement.

{e) CONTRACTOR <hall have the right and the obliga-
cion to separately take and export currently all of the
Petroleum to which +t is entitled as 18 determined n

accordance with Paragraphs (a) and (b} of this Article.
Gubject to payment of sams, if any, du¢ EGPC under
Article VII (a} (2) and 1X, CONOCO, HUDBAY
and MARATHON shall each have the right to ret-
.in abroad all funds acquired by them abroad includ-
ing the proceeds from the sale of their individual

<hares of Petrolewn exported.
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ARTICLE VII1
Title to Asscts

() EGPC shall becomne the owner of o]l assets acquired gLl gde e
and owned by CONTRACTOR in connection with | :
the operations camed out by CONTRACTOR or

BARPETCO in accordance with the following °
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(b}

{8}

“upon Signature of this Agree
Iz.%ﬂl"l{] aﬁ CONTRACTOR after issuance of the re-

el e — el — e o e,

(1} Land shall become the property of XGPC as soon
as 1t 1s purchasecl.

(2) Title to fixed and movable assets shall be waps- |
lerred automatically irom CONTRACTOR to
EGPC at the end of the year m which its rota)

cost has been recovered by CONTRACTOR in |

accordance with the provisions of Article V]I
above or m the event of the termination or expira-
ton of this Agreement under jis terms and pro-
visions, whichever first occurs. :

Yhe book value of the assets created duiing each ca-
lendar guarter shall be communicated by CONTRA-
CTOR-OPERATOR w EGPC or by BARPETGO to
EGPC and CONTRACTOR within (30} days of the,
end of cach quarter.

During the termn of dhis Agreemene including any cx-
tension theredf, CONTRACTOR-OFERATOR and
BARPETCO are entitled to the full use i the Con-
wactor Area, and any other area approved by EGY,
of all fixed and movable assets. CONTRACTOR

aond EGPC shall not dispose of such assets except with
agreement of the other.

CONTRACTOR and/or its subcontractors niay {recly

maport into the A R.E use theremn and treely export {

at the end of such use, machinary and equipment
which it either rents or leases in accordance with goad

industry practices, *

ARTICLE 1IX
Signature and Production Bonuses

A aonrecoverable signature bonus of Seven Hundrea

Fifty Thousand United States Dollars (§ 750,000

U.8.) shall be payable by CONTRACTOR 10 EGPC
ment by Government,

levant Law. A further bonus of Twe Million Two

Hundred Fifty Thousand United States Dollars (§
2250000 U.S) shall be payable by CONTRAC-
TOR to EGPC upon the Commencement Date  of

" this Agreerment.

CONTRACTOR shall pay to EGPC the sum of Oue
Million United States Dollars (§ 1,000,000 U.S.} as
a Production Bonus when the average daily produic-
don veaches the rate of fifty thousand (50,000} bar-

rels per day for a period of thirty (30) consceutive

producing days.
CONTRACTOR shall afso pay to EGPG the add-
tional sum of Two Million United States Dollars

($ 2,000,000 US) as a Production Bonus when
he rate of one
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verage daily production reaches t rd _

hundred thousand (100,000} barrels :
period of thirty {30) consecutive producing days.
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(@) CONTRACTOR shall also pay to EGPC the addi-
tonal sam of Three Million United States Dollars
($ 3,000,000 U.S.) as a Production Bonus when
the average daily production reaches the rate of oae
hundred and fifty thousand {150,000) barrels per day

for a period of thirty (30) consecutive preducing days.

It is understood and agreed beiween EGPC and
CONTRACTOR that the bonus sums referred to in
Paragraphs (b), {c) and (d) of this Article IX shall
also apply in the same way in the event of the produc-
tion of Gas for export outside the A.R.E. For the
purposes of applying said Gas Production Bonuses,
the rates of production of Gas shall be those ratcs
equivalent in value to that of Crude Qil and the sum
of the bonus to be paid to EGPC shall be in confor-
mity therewith,

The Signature Bonus, and Production Bonuses
applying to either Crude Qil or Gas, as the case may
be, shall in no event be recovered nor amortized by
CONTRACTOR. In the event of production of
(Gas and Crude Oil, cach of the levels of Production

Bonuses set forth in Paragraphs (b), (c) and (d} above
shall be paid only once during the continuancy of this
Agreement and any Development Lease (s) hereun-
der on the total of the Petrolenm produced and not
separately for Crude Oil and Gas.

ARTICLE X

Office and Service of Notice

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

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

or which are sent to him by registered mail o
CONTRACTOR-OPERATOR’s office ir. the ARE. -

All matters and noticcs shall be deemed to be validly
served which are left at the office of the Chairman of
EGPC or which are sent to him by registered mail at
EGPC’s main office in Cairo.

ARTICLE XI
Saving of Petroleum and Prevention of Loss

(a) BARPETCO shall take all proper measures, accord- |
ing to generally accepted methods in use in the oil indus-
try, to prevent loss or waste of Petroleum above or under
the ground in zny form during drilling, producing, gathe-
ring and distributing or storage operations. The Govern-
ment has the right to prevent any operation on any well
that it might reasonably expect would result in loss or
damage to the well or the Petroleum field.
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(b} Upont completion of the drilling of a production
well, BARPETCO shall inform the Government of its rep-
cesentative of the time when the well will be tested and the

production ratc ascertained.

(¢) Except in instances wherc multipie producing
formations in the same well can only be produced econo-

mically through a single tubing string, Petrolewm shall not
e produced, from multiple Petrolewn caryying 2Zones

through one suing of tubing at the samnc time, without the
prior approval of its representative.

e ————— v —

cecord data regarding the

() BARPETCO shall
oduced monthly from

quantities of Petroleum aud water pr

Government or
provided for that purposé within thirty (30) days after it is
] weekly statistics regarding the Produc-
rion from the Contract Area shall be avajlable at all rea-
sonable times for exaninauon by quthorized representds

tives of the Government.

(¢} Daly drilling records and the graphic l0gs of
wells must show the quantty and type of cement and the
amount of any Other materials used In the well for the
purposes of protecting Petroleum, Gas bearing or fresh
water strata. ANy cubstantial change of mechanical con-
ditions of the well after its completion chould be subject O
the approval of the representative of the Government.

ARTICLE Xil

duties with respect

1+ and shall be exempt fron1 customs .
to the importation of machinery, equipment vehicles,
and mo-

materials, supphes, consumable 1tems, foodstufts
vable property 10 he used soley In carrying on OpCTAtioNs

under this Agreement.

ee of CONT RACTOR and
and subconuractors shall
exempt from all cus-
the reasonable importation of
stems, foodstuffs and personal effects in-

cluding one automobile; provided, however, th
1 ' use of the employee and

his family and provt that no such propecty im-
ported by the employet <hall be resold by him the A.R.E.
except 10 accordance with Government regulations.

(4) Each cxpatriate employ
BARPETCO and their contraclors
e permitted tO jmport and
toms duties with

(¢) The exeruption

not apply to any iy
opinion of EGPC, items
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same kind and quality are manufactured locally and are
available for purchase and timely delivery in the AR.E.
at a price not higher than ten percent (10%) more than the
cost of the imported item before custom duties, but alter
trampartamm and mmrancq. cﬂsts have bcen added.

(d] Any of the items nnported into tht: ARE. aithee
exempt ‘or pon-exempt from customs duties, taxes. or im-
posts under this Article may be exported by the importing
party at any time without the payment of any export duty
or impaost.

{e) Used but serviceable material, equipment and goois,
resulting fram operations hereunder, may be sold withn
the A.R.E: provided that the purchasers pay the applicable
customs duties, taxes or imposts, if any, t:xccpt if sold te
EGPC or an Affllmtcd Compan}f of EGPC. |

) Mattml equipment and goods so damaged or
used as to be nonscrviceable and which are"clasified by
CONTRACTOR-OPERATOR or BARPETCO as scrap
or junk {any such CONTRACTOR-OPERATOR. apprai-
sal being subject to EGPC approval and any such BARPE-
TCQ appraisal being subject to EGPC and CONTRA.

CTOR-OPERATOR approvai] may be sold as scrap or
junked without payment of customs duties, taxes of

1NpPOsts.

(2) In the event of such sale under subparagraphs (e,
and (f) above, the procecds from such sales shall h
divided in the following manner :

CONTRACTOR  shall be entitled to reimburse- |
ment of the unrecovercd cost, it any, of such matenal ],
or equipmeat and the excess, if any, shall be paid m ¢
EGPC. :

(h) “Gustoms Dutics” as wsed heretn shall inchede ol

duties, taxes or imposts (except those charges paid to thu |
Government for actual services rendered), which aic
payable as a result of the importation of the item or items |-

under consideration.

h

(1) There shall be no ticense required and CONTRA-
CTCR and EGPC and their respective buyers shall be -x
empt from any duny, tax, fec or any other financial impost
in respect to tie cxport of Petroleum hercunder, cxcept
charges paid for actual services rendered.

(/) At a reasonable time prior to the commencement of
conumercial production, EGYC and CONTRACTOR shail
meet abd agree upon procedures {or scheduling tunker bft.

h
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mgs from the agreed upon point of expor. Both EGPC and
CONTRACTOR shali cooperate in developing in advance
a schedule of tanker Yiftings so as to prevent curtailmea
of production operations due to failare to Lft.

- ARTICLE Xili
Books of Accounts : Accounting and Payments

(@) EGPG, CONTRACTOR-OPERATOR and BAR-
PETCO shall each maintain at their business offices in
the AR.E. bocks of accounts in accordance with the
Accounting Procedure in Annex “E” and accepted accoun-
tng prncples generally used in the petroleurn industyy,
and such other books and records as may be necessary to
show the work performed under this Agreement, including
the amount and value of all Petroleum produced and saved
hereunder. CONTRACTOR-OPERATOR and BAKR-
PETCQ shall kcep their books of accounts and accounting
records in United States Dollars. BARPETCO shali
~ furnish to the Government or its representative monthly
returns showing the amount of Petroleum produced and
saved hereunder, Such rcturns shall be prepared m the
form required by the Government, or its representative,
and shali be signed by the General Manager or by the
Assistant Manager or by a duly designated deputy, and
delivered to the Government or its representative witlin
thirty (30) days after the end of the month covered in the

return.

(b)) The aforesaid hooks of accounus and other books
and records referred to above shall be avaiable at ali
reasonable times for inspection by duly authorized repre-
sentatives of the Government.

(c) CONTRACTOR - OPERATOR shall submit {0
RGPC a Profit and Loss Statement for the Calendar
Vear not later than March 15 of the foliowing year to
show its net profit or loss from the Petroleum opera-
ons under this Agreement for such year. CON-
TRACTOR-OPERATOR shall at the same nme sub-
mit a year-end Balance Sheet for the same Calendar

Year to EGPC.
ARTICLE XIV

Records, Reports and luspection

CONTRACTOR-OPERATOR and for BARPETCO
shall preparc and, at all times while this Agreemnent
iz in force, maintain accurate and current records of
its operations in the Area hereunder. CONTRAG-
TOR-OPERATOR and/ar BARPETCO shall fur-
mish the Government or its representative, in corifor-
‘mity with applicabie regulations or as the Govem-
ment or iis representatives may ttasnnahl\{ require,
information and data concerning its operations under

w
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(b) CONTRACTOR-OPERATOR and/or BARPET- | sul il S Al Jess *

CO shall save and keep for a rcasn/nablc period of | .{L!x 2 sl __l..l..H oI it o )
time a representative portion of each sample of cores A3 Lt sl (a0 i 5 Jha s en Usila

and cuttings taken from drilling wells, to be dispused | «3aht daily 3y LT i 0 G rdi st ol
of or forwarded to the Government or its represen- | < G by 4dl ook 514 e 0 L Knll G jans ‘4:-’
tative in the manner directed by the Government All | ;5 aty \de ) ~ TR 1 5o i
samples acquited by CONTRACTOR-OPERATOR. [ . = - = o’
and/or BARPETCO for its own purposes shall be | +=9 st 4ol Lgdi 2y Ko 5l s olbaddy 2\
cf}nsicll:re?] av(jaglvabll: for wspection at any reasonable | sl R slodl & e cosbin iy 61 3 Lede S 2isd Zaae
tume by the emment or its représentatives. An i R LR A
such samples which CONTRACTOR-OPERATOR d’L'"E‘ O A Jul Ve o 2 el + it
or BARPETCO has kept for a period of twelve (12) | 58 o' i W bzl W oG 0l olladdly SN
months without receipt of instructions 10 forward | \gadds il Gledad Ll Jual OF 0 14 (1Y)
them to the Government or its representatives or cl- Pl Sl s sa1 g b gl ltes ST da Sl

sewhere may be disposed of by CONTRATOR- el
OPERATOR or BARPETCO at its discretion. C S b G G et OF S s ol il

(c) Unless otherwise agreed 1o by EGPC, in casc of ex- | w2 4U (L p'5) gob L s olie L1 poad P b (p)
porting any rock samples outside the ARE., samples [ <5 L. 01 )1 \e s Lor : 3 ooailt L
equivalent in size and quality shall, before such ex- | © ;h'-*_-f” = et oy O s
portation, be delivered to EGPG as representative of CoedE bl e Lh Gt W Ledllng o e gSemld
the Government.

(d) Originals of technical data records can only be :x- [ o gra? Y il Gl Jyssl pboai Sy ¥ ()
ported with the permission of EGPG; provided, hc_:w-' Gl Al ity oW 2ol 130 o el pd o g
cver, that magnetic tapes and any other data whach | .. : . T
must he processed or analyzed outside the A.R.E. may Crerg) g Ul ot sttt 0 3b e g T wlily
be exported if a monitor or a comparable record is | Jlmer Jateanis 51 oWl didiet 151 W pa i s
maintained m the ARE. and Pl‘ﬂ‘-’ldtd further that tebasloall o s - . . : ]
such exports shall be repatriated to the A R.E. on the O Slatast e o ] ! :L""“‘*" e _E} o Joel
understanding that they belong to EGPC. A e WAL (e

(¢) During the period CONTRACTOR-OPERATOR is | WA 8 Cldadly SUAN Jolily oi 21 st S (ua)
conducting the Exploration operations, EGPC’s duly § it gt eAdaall Sl I s o) b
authorized representatives or employees shall have full { u_ G pill Go o g Tkl R ; ™
and complete access to the Contract Area at all re-| _ .. T <. ‘-" i | J ..P .

G aths 3 or L) GV e b Wb Lgaib ge )

asonable times with the right to observe the operations _ " ¢
being conducted and to inspect all assets, records, and Sty JgueWt BB iy Lgladl ldaaht ke o
data kept by CONTRACTOR - OPERATOR. | sl - whdeddly SN JoWl W Jeizaw 20 SN

EGPC's tepresentative, in exercising its rights under | Gcal gacie gadod! @bl Lo jlen dast L o
the preceding sentence of this Paragraph (e}, shall take | x5 2l Tl e (o) A pde e iyl
care that operations are not hindered or delayed. T . L L

CONTRACTOR-OPERATOR shall provide EGPC | &0+ '“‘:J* e ) ;L-M ::J_ﬁhf! :M A5
with copies of any and ail data (including, but nﬂé ft.suu.s_, M‘Jw_-. 5 - ; H::; *_)., jju
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well surveys), information and interpretation of such <™ , *
data and other information in CONTRACTOR's pos- S e ploaliy SRL eda s Jolilt 54 3350 40
session. Al such data and information shall be kept ¢ ol ol ol Y Al utirYy an it ) G

strictly confidential and shall not be divulged by EGPC | siia oL Jige ol doail RTINS TN
except to Affiliated Companies without the consent f oy
CONTRACTOR-OPERATOR while this Agreement | Ly o 1o ) sund) %o g5 Loyl 5w 415 s
remains in force. However, for the purpose of obtain- L i et B Jo 5T b . | =
ing new offers, the Government may show any other{ *~ :_,:J-l L5 = _-":_ 1 J_cl-lv Y = PP
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ARTICLE XV,

Responsibility for Damages

| CONTRAGTOR shali be solely and entirely responsible
in law towards third parties for any damage caused . by
CONTRACTOR’s Exploration operations and shall ind-
emnify the Government and/or EGPC against all damages
for which they may be held liable on account of any such
operations. (Government shall give notice to CONTRAG-
TOR-OPERATOR of any claim or occurrence in respect
of which Government proposcs to invoke the provisions of
this indemnity and shall give CONTRACTOR the oppor-
tunity to investigate, repudiate or otherwise deal with any
matters that may arise from such a claim.

ARTICLE XVI

Privileges of Government
Representatives

Duly authorized representatives of the Government shall
have access to the Contract Area covered by this Agree-
ment and to the operations conducted thereon. Such repre-
sentatives may examine the boolks, registers and records of
EGPC, CONTRACTOR-OPERATOR and BARPETCO
and make a reasonable number of surveys, drawings and
tests for the purpose of enforcing this Agreement, They
shall, for this purpose, be entitled to make reasonable use
of the machinery and instruments of CONTRACTOR-
OPERATOR or BARPETCO on the condition that no
danger or impediment to the operations hereunder shall
arise directly or indirectly from such use. The Govern-
ment shall indemmnify and reimburse CONTRACTOR or

RARPETCO for any loss oF damage which may In fact re-

sult from any
Such representative
the agents and employees _ R -0
TOR or BARPETCO so that nonc of thelr activities §hail
endanger or hinder the safety or efficiency of the operations.

CONTRACTOR-OPERATOR or BARPETCO shall of-

fer such representatives all privaleges _
ded to its own employees in the field and shall provide

them, free of charge, the use of rcas:_:rnahlc office space and
of adequately furnished housing while they are Ir. the Iflcld
for the purpose of facilitating the ob)ectives of this Article.
Except as provided In g;‘ticlﬂ «{V, any and all informa-

.on obtained by the vernment ot
Ei?cunder shallybe kept confidential with respect to the
shall not be disclosed durmg the term of

Contract Area and
A - hout the prior written consent of EGPC

this Agreement wit

and factilities accor- |
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{1, The expatriate admnistratve, professicnal and
techmical personiicl employed by CONTRACT-
OR-OPERATOR and BARPETCO and the
personnel of its contractors for the conduct of
the operations hureuuder, shall be granted a ve-
sidence as provided for in Law No. 83 of 1360
as amended, and the work permit for abens as
provided for in the Ministerial Order No. 9 af
1963, as amended, without prejudice te  the
AR.E. laws and regulations relating to  public
policy or public ~ceurity.

A minimum of twenty-live percent (25%) of the
salaries and  wages ol il cxpatriate admimstra-
tive, professional and echnical personncl emplo-

[ -
-

ved by CONTRACTOR-OPERATOR or BAR- |

PETCO shall be paid monthly in Egypuan
Currency and the balance may be paid abroad
monthly in foreign currency by GONTRACTOR-
OPERATOR or BARPETCO. On hinal repa-
triation, such pe:sonnel shall have the rght to
remit abroad in United States Dollars or other
freely convertible currencies the unused portion
of Egyptian Currency in excess of twenty-five
percent (25%) of such personnel’s salary.

CONTRACTOR-OPERATOR and BARPETCOU
<hall each select its employces and  determine  the
number thereof to be used for operations hercunder.

CONTRACTOR-OPERATOR shall, after consuita-
tion with EGPC, prepare and carry out spectalized
training programs for all its A.R.E. employecs engaged
in operatiors hereunder with respect to applicable

aspects of the Petroleym industry. CONTRACTOR-
OPERATOR and BARPETCO will undertake 10

replace gradually thew noncxecutive expatriate staits
by qualified nationals as they are available.

During the period when CONTRACTOR-OPER -
TOR is conducting Explovation, CONTRAITOR
shall give mutually agrecd numbers of EGPC

cmployees an opportunity to attend nd participate
2 CONTRACTOR-OPERATOR’s .-l 1ts Affiliated
Companies’ tralning programs relat: o Exploration
and Development operations.

ARTICLE XVIII

Laws and Regulations

CONTRACTOR and BARPETCO shall be subjcct
to Law No. 66 of 1953 (cxcluding Article 37 thereof)
a5 amended by Law No. 86 o 1956 and the regulations
issued for the imp]ﬂmentatiun thereof, including thc
regulations tor the safe and efficient performance o

operations carried out for the execution of this Agree-
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(b)

(2)

{b)

(c)

(d)

- L

ment and {or the conscrvation of the Petroleuin resour-
ces of the A R.E: provided that no such Lawsor regu-
lations, modiiication, or interpretation herof, shall
he contrary o or incomsisient with the prowistons of
this Agrecrment.

EGPC, CONTRACTOR and BARPETCO shall lx

exempt from all taxes, except as provided in Article 1

111, Paragraph (b) for income taxes, with respect wi*
ASWEW ol Jy o par s Ja gl gl 21 puas dalad

of Petroleum hercunder. CONTRACTOR zad BAR- pisy b, e U612 40 e Km0y Jsll im LT

PETCO shall also be exempt from any tax on capital

the extracting. producing. exporting or iransporting

or assets.  1he rights and obligations of FGI'C and

CONTRACTOR, under and for the effectire termofs _
this Agreement, shall be governed by and n accor- | LS s e e Uil gt olat 2Ny O E 0,5
dance with the provisions of this Agreemert and can |

only be altered or amended by the mutal areement !
Y .

of the said contracting Parties.

TOR and BARPETCO shall be subject to vhe provi-
sions of this Agreement which affect them. they sh i
also in their operations hereunder be subicet to all

from time to time and which are not inconsistent with
the provisions of this Agreement .

ARTICLE XIX
Right of Requisition

In case of national emergency due to war or immin-

ent expectation thereof or in case of national emerge-

ncy due to internal causes, the Government may recul-
sition al! or a part of the Production from the Con-
tract Area obtained hercunder and require BARPE-

TCO to increase such production to the utmost pos-: ~ .
b -h_,f.nﬂ PRl L. ;,.5:.... ke J.g.;‘ LE} Ei:_i"fl 1o ;JL":_;

¢ible maximum. The Government may also requist-
tion the Petroleumn field itself and, if necessary, rela-

ted facilities.

In a1l such cases, such requisition shall not be effec-
ted except after inviting EGPC and CONTRACTOR
or their representatives by registered letter. with ack-
nowledgment of receipt, to exprrss their views with
respect to such requisition.

The requisition of production <= of effected by
Ministerial Order. Any reouisitie.  of the Petroleum
field itself. or any related facilitic, shall be effected
by a Presidential Decree duly notified to EGPC and

CONTRACTOR.

In the event of any requisition as provided above. the
Covernment shall indemnify in full EGPC and CON-

TRACTR for the period during which the requnsition
is maintained, including :

(1) Al damages which result from such requisition: |

e . S il )y ol I T T VT
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(1.
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Full payment each month or part thereof for all
Petroleum extracied by the Government less
the royalty share of such Petroleum ; and

(3} Other obligations of EGPC and CONTRACT-

OFK hereunder.

However, any damage resulting from enemy attack
is not within the meaning of this subparagraph (d).

(2)

Payment hereunder shall he made to CONTRACT-
OR in United States Dollars remittable abroad. The

prices paid 10 CONTRACTOR for Petroleurn taken
shall be calculated in accordance wath Article VII,

Paragraph {c}.

ARTICLE XX
Assignment

Father EGPC or CONTRACTOR shall have the
right to assign in whole or in part its rights, privileges,
duties and obligations under this Agreement to third
parties, provided that

el —
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(1)

this Article or Article H1 (b} above shall be free of

The assignee shall be technically and financially
competent, |

The Assignor shall remain jointly and severally
liable with the assignee for the performance of
the obligations and duties of ‘*he assignor
hereunder, except for complete withe.- awal under
the provisions of Article 1{I (b).

The Government’ approval to the assignment
shall be first obtained, such approval not to be
unreasonably withheld.

The instrument of assignment must include
provisions stating preciscly that the assignee s
bound by ail terms and provisions contained in
this Agreement and any modifications or addi-
tions in writing that up o such time may have

" been made. A draft of such instrument of
assignment shall be submitted to the Government
before being formally executed.

The obligations of the assignor arising from this
Agreement must have been duly fulfilled up to ‘

(2}

(3)

(4)

the date such request is made or assignor and
agsignee shall remain jointly and severally liable

- for the fulfillment of any existing obligations of
assignor wulder this Agreement.

Any assignment made pursuant to the provisions of l'
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any transfer or refated taxes, duties, charges or fees | (n o GTWS 0y Laiy,

and shall be made without the payment of any other
consideration by either the assignor or assignee to the
Government or EGFC. |

RV ) I P T

el 30 B il it



()

(a)

39

T e o S e e,

Each of the Parties comprising CONTRACTOR
shall always have the right without any further
approvals required to assign ajl or a part of their
nterest hereunder 1o each other or to Affiliated
Companies and to assign all of their nterest here-
under to the other Parties comprising CONTRAC-
TOR pursuant to the withdrawal provisions of

Article ITI (b} abowve.
ARTICLE XX1

Breach of Agreement and Power to Cancel

Subject 10 the provisions of Paragraph (b) of this

Article XXI, the Government shall have the right |

to cancel this Agreement by order or Presidential
Decree with respect to CONTRACTOR in the

following instances :

(1) If it knowingly has submitted any [alse state-
ments to the Government which were of a
material consideration for the execution of this

Agreement ;
1f it assigns any Imnterest hereunder contrary to
the provisions of Article XX hereof ;

(2)

If it is adjudicated bankrupt by a court of
competent jurisdiction ;

(3)

If it does not comply with 2y final dgcisinn
reached 2as the result of :(ourt proceedings
-conducted under Article XXi1I, Paragraph (2)

hersunder ;

(4)

If it intentionally extracts any mineral other
than Petroleum not authorized by thus Agreement
or without the authority of the Government
except such extractions as may be unavoidable
as the result of operations conducted hereunder
in accordance with accepted petroleum industry
practice and which shall be notificd to the

Covernment or its representative as soon as
possible ; and

(5)

If 3t commits any material breach of this Acre-

emnent or of the provisions of Law No. 66 of
1853, as amended by Law No. 86 of 1956,
which are not Incongistent with the provisions
of thi Agreement. Such cancellation shall take
place without prejudice to any rights which may
have accrued to the Government agamnst
CONTRACTOR in accordance with the pro-
visions of this Agreement : and, in the event of
cuch cancelation, CONTRACTOR shall have
the right to remove from the Contract Area or

Development Area all its personal property.
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If the Government deems that one of the aforesaid

causes (other than a Force Majeure cause referred |

to in Articke XXTI hereof} cxises to cancel this Agre-
ement, the Government shall give CONTRACTOR
ninety (90) days’ written notice personally served on
CONTRACTOR-QPERATOR’s General Manager
in the legally official manner and receipt of which
shall be acknowledged by him or by his legal agents,
to remedy and remove such cause ; but if for any
reason such service is impossible due to unnotified |
change of address, publication in the Official Journal
of the Government of such notice shall be considered
as validly served upon CONTRACTOR. If at the
end of said ninety (90) days notice period such cause
has not been remedied and removed, this Agreement
may be cancelled forthwith by Order or Presdential
Decree as aforesaid ; provided, however, that if such
cause, or the failure to remecly or remove such cause
results from any act or omission of ane Party, cancella-
tion of this Agreement shall be effective only as against
that Party and not against the other Party (ies)

hereto.

ARTICLE XX11
Force Majeure

The nonperformance or delay in performance by
FGPC and CONTRACTOR ar cither of them of
any obligation under this Agreement shall be excused
i, and to the extent that. such nonprifnmmance or
delay is ¢aused by Force Majeure. The period of
any such nonperformance or delay, roccther with

-such period as may be necessary for the restaration

of any damare done during such defay, shall be added
to the time given in this Aercement for the pereform.

ance of such obligation and for the performance of
any obligation dependent thereon and cnnsgqur:nﬂy_
to the term of this Agreement, but only with respect
to the Block or Blocks affected.  All oblications of

CONTRACTOR under this Agreement shall be re- ]i

duced proportionately for the duration  of “Force
Majeure”.

“Force Majeurs” within the meaning of this Article
XXIT shall be :

-

]
(1 Any order, regulation or divectoin of the Gov-
ernment of the Arab Remiblic of Egypt, the
~ Government of the United States of America ar
the Covernment of Canada with tespect ta
CONTRACTOR. whether promulgated in the
form of Taw or otherwise:

Any act of God, insurrection, riot, war, strike
and other labor disturbances, fire, floods or

(2
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(c)

(a)

(b)

(©)

other causes not due to the fauit or negligence
of EGPC or CONTRACTOR or either of them,
whether or not similur to the foregoing, provided
that any sich cause is beyond the reasonable
control of EGPC and CONTRACTOR or either

of them.

Without prejudice to the above and except as may
be otherwise provided for in this Acreement, the
Government shall incur no responsibility whatsoever
to EGP(. and CONTRACTQOR, or either of them,
for any damages, restrictinns or loss arising in con-
sequence of such case of Force Majeure, except a
Force Majcure caused by the order, regulation or
direction of the Government of the Arab Republic of

BEgypt.

If the Force Majenre event occurs during any one
of the Lxploration Phases provided for in Article 111
(b) above and continnes m effect for a perind of two
(2) years, CONTRACTOR shall have the option,
upon ninety (90) days prior written notice to EGPC,
to terminate its ohlizations hereunder with respect to
such aforesaid FExnloratirn Phases without firther
lability of any kind and the guaranty set forth in
Annex “C” hereto, if still in force, shall be antoma-
tically cancelled and FEGPC shall so notify the Go-

arantor to release said Guaranty.

ARTICLE XXI1t

Disputes and Arbitration

Any dispute arising between the Government and the
Parties with respect to the interpretation, applica-
tion, or execution of this Aareement shall he referred

to the jurisdiction of the appropriate A RE. Courts.

Anv dismite anfisine between CONTRACTOR and
EGPC in connection with the present Agreement
shall be finallv settled hv arbitration. The arbitra.
tion shall be held at Stackhnlm, Sweden. and eomdu-
cted in accordance with the Rifles of Coneiliation
and Arbitration of the Tnternatinnal Chamber of
Comimerce. In the event no anplicable nrovisions are
contained in such Riles, the Arbitrators shall estab-

Hsh their own procedures.

The arhitration shall be initiated by either | Party
giving notice to the other Party that it elects to refer
the dispute to arbitration and that such Party (her-
sinafter referred to as the “First Partv™) has annoin-
ted an Arbitrator who shall be identified in said no-
vee.  The other Party (hereinafter referred to as the
“Sacond Party™) within fifteen {15) davs. shall notifv
First Party in writing. identifying the Arbitrator that

it has selected.
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(g)

(h)

(1)

(3)

(k)

VA e s A d (O) S Y WY - e ] okl

¢y

_ el

If the Second Party does not appoint its Arbitrator
as aforesaid, the First Party shall have the right to
apply to the Court of Arbitration of the Intema-
tional Chamber of Commerce to appoint a second
arbitrator. The two Arbitrators shall, within thirty
(30) days, select a third Arbitrator, failing which the
third Arbitrator, shall be appointed by the Court of
Arbitration of the International Chamber of Com-
merce at the request of either Party.

The third Arbitrator must be a citizen of a country
other than the AR.E., Canada or the U.S.A. and
a country which has diplomatic relations with the
ARE, Canada and the US.A. and shall have no

economic interest in the oil business of the ARE,
Canada or the U.S.A, nor the signatories hereto.

The Parties shall extend to the Arbitration board all
facilities (including access to the Petroleum opera-
tions) for obtaimng any information requested for
the datermination of the dispute. The abse-
nce or default of any Party to the arbitration shall
not be permitted to prevent or hinder the arbitration
procedure in any or all of its stages.

Pending the decision or award, the operations or ac-
Bvities which have given rise to the arbitration need
not be discontinued. In the event the decision or
award recognizes that the complaint was justified,
provision may be made thercin for such r:paration as
may appropriately be made in favor of the complai-

nant.

in the award rendered may be entered in
having jurisdiction or application may be
jmdicial acceptance of the
as the case may

Judgment
any court
made to such court for a
award and an order of enforcement,

be.

The Parties desire that, wherever -appropriate, deci-
sons and awards shall specify a time for compliance

therewith.

The provisions of the Agreement relating to arbitra-
tion shall continue in force notwithstanding the ter-

mination of this Agreement.

The signatories base their

Principles of Goodwill. ‘
this Agreement on the prmn-

ralations with respect to
ciples of goodwill and

terpreted and applicd in conformity with principles
of law common to the ARE. Canada and the Uni-
ted States of America and, in the absence of such
common principles, then m conformity with the nrin-
ciples of law pormally recognized by civilized na-
Heme in eeneral,

good faith. Taking into ac—_'*
count their different nationalities. this Agreement fnr_
auch arbitration shall be given effect and shall be m-
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ARTICLE X1V
Status of Parties

(a) The rights, duties, obligations and liabilities in resp-
tct of EGPC, CONOCQ, HUDBAY and MARA.
THON hereunder shall be several and not joint or
collective, it being understood that this Agreement
shall not be construed as constituting an association
Or corporation or partnexship.

the laws of the State of Delaware, U.S.A. and HUD-
BAY shall be subject to the laws of the Province of
Alberta, Cahada, regarding their legal status or crea-
non, orgamzation, charter, by-laws, sharcholding and
ownership. CONOCQ’s, HUDBAY's and MARA-
THON's shares of capital which are entirely held
abroad shall not be negotiable in the A R.E. and shall
not be offered for public subscription nor shall they

be subject to any stamp tax on capital shares nor any
tax or duty in the AR.E. CONOCO, HUDBAY and

MARATHON shall be exempt from the application
of Law No. 26 of 1954, as amended, and Law No. 9

of 1964, as amended.

Notwithstanding anything to the contrary under this
Agreement, the Parties comprising CONTRACTOR

shall be jointly and severally liable to Government
and to EGPC for all CONTRACTOR’s obligations
under this Agreement for so long as any such Party
(ics) holds an interest under this Agreement.

(c)

ARTICLE XXV

Local Contractors and Locally
Manufactured Matenal

CONTRACTOR, CONTRACTOR-OPERATOR or
BARPETCO, as the case may be. and thenr contractors

shall :

(a) Give priority to local contractors as long as their
prices and performances are comparable with inter-
national prices and performance.  CONTRACTOR
and CONTRACTOR-OPERATOR and BARPE-
TCO shall, however, subject to the preceding scn-
tence, be exempt from the provisions of Presidential
Decrec No. 1868 of 1974, as amended.

Give preference to locally manufactured material, eg-

nipment, machinery and consumables so long as their
guality and time of delivery are comparable to mter-

nationally available materials, equipment, machinery -

and consumables. However, such .material, equip-
ment, machinery and consumnables may be imparted

|
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for operations conducted hereunder if the lacal price
of such items at CONTRACTOR-OPERATOR s or
BARPETCO’s operating base in the A.R.E. is more
than ten percent (10%) higher than the price of such

imported iterns before customs duties, but after trans- |

portation and mnsurance costs have been added.

ARTICLE XXVI

Arabic Text

‘The Arabic version of this Agreement shall before the
Courts of the A.RE., be referred to in construing or in-
terpreting this Agreement; provided, however, that in
any arbitration pursuant to Article XXIII hereinabove
between EGPC and CONTRACTOR, the English ver-
sion shall also be used with equal weight and authority to
construe or interpret this Agreement.

ARTICLE XXVTI
Gas

Without prejudice to the provisions of Article IT1 (b), 111
{e) and I¥T {g), in the event Gas is discovered, then EGPC
and CONTRACTOR shall in good faith study all possible
economic alternatives for its use and decide, subject to
Article III {g), on the best alternative for EGPC and
CONTRACTOR jomtly. Both EGPC and CONTRA-
CTOR shall use their best efforts to reach 2 mutally

satisfactory understanding as to the disposition of such
Gas, It is understood, however, that any Gas not expor-
ted outside the ARE. in a liquid or solid state or not
used in operation: (mcluding reinjection®, shall unless

otherewise agreed be the property of EGPC and shall be
at its free disposal at no cost. Tt is further understood that

CONTRACTOR shall not mcur any additional costs as a
result of EGPC taking such Gas and that CONTRACTOR

shall have the right to flare reasonable amowunts of asso-
ciated Gas in the event EGPC has not elected to dispose

of the Gas.

ARTICLE XXVINT
General

The headings or titles of each of the Articles to tl.ﬁ!
Agrecement are solely for the convenience of the Partics

hereto and shall not be used with respect to the interpre-
tation or construction of said Articles.

ARTICLE XXIX

Approval of the ARE. Government

This Agreement shall not be binding pon any of the
Parties hercto unless and vntil 2 Jaw 18 |~:.;5f.1¢d by the
competent authorities of the A.R.E. anthorizing the Mi-

nister of Tndustrv. Petroleum and Mining to sign said

l
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Agreement and giving this Agreement full  force and
effect of law notwithstanding any countervailing govern-
mental enactment including but not limited to Law No.
66 of 1953, as amended, and the Agreement is signed by
the Government, EGPC and CONTRACTOR.

IN WITNESS WHEREOF, the Parties hereunto cau-

sect this Concession Agreement to be duly executed by their
authorized representatives as of the date and year first
written abowve.

GOVERNMENT OF THE ARAR REPUBLIC OF
EGYPT

BY

EGYPTIAN GENERAL PETROLEUM CORPORA-
TLON,

BY

CONOCO EGYPT, LIMITED.

BY

HUDBAY OIL (EGYPT) LTD.
BY

MARATHON PETROLEUM ECGYPT , LTD.
BY
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ANNEX “A”

BARDAWIL AREA

CONCESSION AGREEMENT
DESCRIPTION OF THE AREA

Annex “B’ is a provisional illustrative map on the scaie
of 1 : 1.000.000 including the Area covered and affected
, by this Agreement, and is divided into 3 Mamn Blocks : 3,
10 and 12

o

|

This Area mcasures approximately 3600 Km' and is !
composed of all ov part of 36 Exploration Blocks, each
complete Block of which is six (6) minutes latitude by six
(6) minutes longitude, or approximately one hundred (100)
Km® of surface area, more or less.

It is to be noted that the delincation lines of the indivi-
dual Exploration Blocks in Annex “B” are intended to be
only illustrative and provisional and do not show accura-
tely their true position in relation to exssting monuments |

and geographical fratures. |

The Arca is bounded by a group of straight lines. The |
coordinates of the corner points of the Area are given m
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ANNEX “C
LETTER OF GUARANTY

LETTER OF GUARANTY NO.

EGYFIIAN GENERAL PETROLEUM CORPORA-
TION

Gentlemen

The undersigned,

Calro, as Guarantor, hereby guarantees o the Egyptian-
General Pevoleum, Corporation {(hereinafier referred o
as “"EGPC”) to the lumit of Ten Million Dollars
($ 10,000,000) in United States Currency the performa-
nce by CONOCO EGYPT, LIMITED, HUDBAY OlL
(EGYPT) LTID. and MARATHON PETROLEUM
EGYPT, LTD. (collectively hereinafter referred to as
“CONTRACTOR™} of their obligatiors required [or
Exploration Activities during the first three (3} years
(Phase 1) as provided under Article 1V of that certain con-
cession Agreement {hereinafter referred to as the “Conces-
sion Agreement”) covering that Area described m Anmex
“"A" and Annex “B” of said Concession Agreement, by and
between the ARAB REPUBLIC OF EGYPT (herein-
after referred to as “ARE.”) EGPC and CONTRA-
CTOR

It 15 understood that this Guaranty and the lhability of
the Guarantor liereunder shall be reduced quarterly dur-
ing the period of expenditures of the said Ten Million
United States Dollars /§ 10,000,000) by the amount of
money cxpended by CONTRACTOR for such Explora-

~ tion Activities during each quarter. Fach such reduc-

tion shall be established by the joint wntten statement of
EGPC and CONTRACTOR,

In the event of a daim by EGPC of nonperformance or
surrender of the Concession Agreement on the part of
CONTRACTOR prior to the fulfillment of said minimum
expenditure obligation under Article IV of the Concess-
ion Agreement, there shall be no liability on the under-
signed Guarantor for payment to EGPC unless and until
such liability has been established by the joint written
gatement of EGPC and CONTRACTOR-Operator

seting forth the amount due under the Concession Agree-
ment.

It 15 a further a condition of this letter of Guranty that:
(1) This letter of Guaranty will become available
ouly provided that the undessigned Guarantor

will have been informed in writing by the
CONTRACTOR and EGPC that the Concess-

ion Agreement between the ARE., EGPC and
CONTRACTOR has become effective accond-

mg to its terms, and said Guaranty shall be
delivered and become effective as of the Comny
encemenit Date of said Concession Agreement.
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(2) This Letter of Guaranty shall expirc at such
time as the toial of the amounts shown on the
quarterly joint statements of EGPC and CON-
TRACUTOR referred to above equals or exceeds
the amount of said minimum expenditure obliga-
tion of Phase | under Article I'V of the Concess-

lon Agreement.

(3) Cousequently any claim in respect thereof
should be made to the Guarantor prior to the
expiration date accompanied by EGPC's written
staternent setting  forth the amount of under
expenditure by CONTRACTOR to the effect
that :

(2) CONTRACTOR has failed to pefrom its expen-
diture obligatons referred to in this Guaranty, and

(b) CONTRACTR has failed to pay the expenditure
defeciency to EGPC

Please retumn this Letter of Guaranty to  us upon the
expiry date.
Yours faithfully
BANK

ANNEX “D”
CHARTER OF
BARDAWIL PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the
ARAB REPUBLIC OF EGYTFT shall be formed wath
the authorzation of the Government in accordance with
the provisions of- the Concession Agreement referred to
below and of this Charter,

The Company shall be sybject to all Jaws and regulations.

in force in the A.R.E., to the extent that such laws and re-
gulations are not inconsistent with the provisions of this
Charter or the Concession Agreement referred to below.

ARTICLE I
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The name of the Company is “BARDAWIL PETRO- | raidll ¥y ¢ J 33 ) oz Bpa s 8L et 005

LEUM COMPANY™ abbreviated as “BARPETCO”.

ARTICLE I11

" The Head Office of BARPETCO shall be in Cmrn n
the A.R.E.

ARTICLE 1V :

The object of BARPETCO is to act as the agency
through whmh EGPC and CONTRACTOR carry out
and conduct the Development operations required in
accordance with the provisions of the Concession Agree-

ment signed on the day of February 16 ¢4, 1978 by and
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E}thWt{lﬂ the ARAB REPUBLIC OF EGYPT, the
EGYITIAN GENERAL PETROLEUM CORPORA-
TION and CONOCO EGYPT, LIMITED, HUDBAY
{OIL (EGYPT) LTD. and MARATHON PETRO-
{EUM EGYPT, LTD. covering Petroleum operations in
the Area described thereimn. Wherever in this Charter
Hhe term “CONTRACTOR” is used, the same shall have

game meaning as used in Article I (w) of the Conces-

g:; Agreement.

" BARPETCO shail also be the agency to carry out and

sonduct Exploration operations after the date of Comme-
rcial Discovery pursuant to CONTRACTOR’s Woik
Program and Budget approved in accordance with the

Joncession Agresment.

: BARPETCC shall keep amnﬁnt of all costs, expenses
‘and expenditures for such operations under the terms of
+ithe Concession Agreement and Annex “E” thereto.

" —.

l—

. BARPETCO shall not engage in any business or uncer-
-take any activity beyond the performance of said opera-
fions unless otherwise agréeed upon. by EGPC  and
QDNTRACTDR
b

ARTICLE V

- The authonzed capital of BARPETCO is Thiny
ousand Pounds Egyptuan (L.E. 30,000} divided mto six
d (6,000) shares of common stock with a value of

Five Pounds Egyptian (L.E.5) per share having equai |

voting rights, fully paid up and nonassessable.

_+ EGPC shall pay for,hold and ows, throughout the fife
* of BARPETCO referred to above, three thousand (3,000)
: of said common stock of BARPETCO. CONOCO,
HUDBAY and MARATHON shall each pay for, hold
jand own, throughout the life of BARPETCO referred to
above, one thousand (1,000} shares cach of common stock
of BARPETCO. Notwithstanding the foregoing, only
‘in the cvent that a Party to the Concession Agreement
should transfer or assign a percentage of or ali of i
rights, title and interest in the entirety of the Concession
Agreemient, may such transferring or assigning Party trans-

fer or assign any of the capitai stock of BARPETCO and, |

n that event, such transferring or assigning Party {and
ts successors and assigns) must transfer and assign a stock
nerest in BARPETCO equal to the transferred or assigned

ercentage of ownership interest in the entirety of the |

oncession Agreement. -

ARTICLE VI

. BARPETCO shall not own any rights, title, interest or |
#ate in or under the Comcession Agreement or in any |

Jevelopment Leasc created thereunder or in any of the
’etroleum produced from any Development Lease area
hereunder or in any of the assets, equipment or other
Toperty obtained or used in connection therewith, and
“all not be obligated as a principal for the financing or
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performance of any of the duties or obligations of cither
EGPC or CONTRACTOR under the Concession Agre-

ement. BARPETCO shall not make any profit from
any source whatever.

ARTICLE VII

BARPETCO shall be no more than an agent for EGPC
and CONTRACTOR. Whenever it is indicated herein
that BARPETCQO shall decide, take action or make =
proposal and the like, it is understood that such decision
or judgment is the result of the decision or judgement of
EGPC and CONTRACTOR, as may be required by the
Concession Agreement.

ARTICLE VIII

BARPETCO shall have a Board of Directors consisting
of exght (8) members, four {4} of which shall be designated
by EGPC and the other four (4¢) by CONTRACTOR,
through CONTRACTOR-OPERATOR. The Chairman
shall be designated by EGPC and shall also be 2 managing
Director.  CONTRACTOR shall designate the General
Manager who shall also be a Managing Dircctor.

ARTICLE IX

Meetings of the Board of Directors shall be vahd if a
majority of the Directors are present and any decision
taken at such meetings must have the affirmative vote of
six (6) or more of the Directors ; provided, however, that
any Director may be represented and vote by proxy held
by another Director. -

ARTICLE X

- General Meetingz of the shareholders shall be valid i
a majority of the capital stock of BARPETCO is represe-
nted thereat.” Any decisions taken at such meetings must
have the affimative vote of shareholders ownmg or repre-
senting a majority of the capital stock ; provided, however,
that any shareholder may be represented and vote by
proxy held by another sharcholder.

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment of the

personnel of BARPETCO employed directly by BARPE-
TCO, and not assigned thereto by CONTRACTOR and
EGPC.

The Board shall, in due course, draw up By-Laws of
BARPETCO and such By-Laws shall be effective upon
being approved by a General Mecting of the Shareholders

in accordance with the provisions of Article X hereof.

ARTICLE XII

BARPETCO shall come into existence within thirty .(3[1)
days after the date of Commercial Discovery as provided

for in the Concession Agreement.
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The duratiocn of BARPETCO shall be for a period | b el 4 L ooy LY sal & glua R p B N
equal to the duration of the said Concession Agreement, ARV
including any cxtension thereof.

It shall be wound up and Biquidated if _Ehe Concession | At Lealt Jalt L3y Joat @1 101 iy & p2lt Josiy
Agreement referred to above is terminated for any reason, ,
. . . Lg.-’L'.JG y.ﬂul' | Ol e e
as provided for therem. S s et G e Y

EGYPTIAN GENERAL PETROLEUM Ja,a dalalt G ) 2 gh
CORPORATION
BY : ; e
CONOCO EGYPT, LIMITED diedd pan 5y Y
BY : - . N P
AUDBAY OIL (EGYPT) LTD. - Az (__;_,_} Shae I
BY - —_— e
MARATHON PETROLEUM EGYPT, LTD. Aies) pans S, Sl s
‘BY : | | | e
ANNEX_- “E’ (-#) 3t
ACCOUNTING PROCEDURE il sL L
ARTICLE 1 Ja¥ sl
GENERAL PROVISIONS “le ol
1. Definttions | | PO e (Y)
The definitions contained in Articic 1 of the | Me Je pd¥ Ll e Lo W 5 as)ight cli et ubs
Concession Agreement shall apply to this Accounting | SW pnd b lend 3555y 0 2l OB A 09 Ky el .-UnJl
Procedure and have the same meaning. Certamn ST P R RECIVY CHVAR SR S WS ot

accounting terms herein used are defined as foliows :
(1) “Agreement” means the Concession Agreement o Gl lia pie o0 ) adYl ST aad @ ASEYE s (1)
of which this Annex is a part. ‘ . g

(2) “Non-Operator” means the Parties to the Agre- | JoL&Y Ok Lalavh U1 bl i ¢ wlbadly SN 4 5 (o)
ement other than CONTRACTOR-OPERA- - *

TOR when it is performing work. *Jeall LU G0 e ol SN
2. Statement of Actinty  SLA i (T

A. GONTRACTOR-OPERATOR or BAiPEC'}‘C% SO O b ¢ S ol sV SN SRl s (1)
as the case may, be, shall pursuant to Article 5y LAWY e dot JI 3 e o N
of the Conc&ssizn Agreement, render to Non-Ope- tfl..:.._: L U. 1) :L‘jj Gy wldeally JWN 4 JI
rator within thirty (30} days of the end of each | /== == e e ) Al e by (Tr) O A
quarter a Statement of Exploration Activity Al L3y Lialy 35001 B Ko Jg it oo caomd)
reflecting all charges and credits relatd to the ' -
Exploration for that quarter summarized by ap-
propriate classifications indicative of the nature * Lo JF G Je Jiss pide
thereof.
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BARPETCOQ shall render to EGFC and CON-
TRACTOR within thirty (30} days of the end
of each quarter a Statemenmt of Development
Activity reflecting all charges and credits related
to the Development for that quarter summarized
by appropriate classifications indicative of the
nature thereof, except that items of controllable
raterial and unusual charges and credits shall be
detailed.

)
Adyustments and Audits

A.  Each Statement of Exploration Activity shall con-
clusively be presumed to be true and correct akter

three (3) months following the receipt of each
Statement by EGPC unless within the sald three
{3) months EGPC takes written exception thereto
pursuant to Article IV (g} of the GConcession
Agreerment. During said three (3) months
period sypporting documents wili be available [or
inspection by EGPC during all working hours.
CONTRACTOR will have the same audit rights
on BARPFETCO Statements as EGPC under

this subp:aragraph.

All Staternents of Activity for Development for
any quarter shall conclusively be Presumed to be

true and correct twenty-four (24) months follow-
ing the ‘receipt of such Statement unless within
the said twenty-four {24) months period EGPC
or COMTRACTOR takes written éxception the-
reto. Pending expiration of said twenty-four (24)
-months, EGPC and CONTRACTOR or both
of ‘them shall have.the right to audit BARPE-
TCO accounts, records and supporting docu-
ments for such guarter in the same manner as
provided in Article IV (g) of the Concession

Agreement.
Currency Exchange

CONTRACTOR-OPERATOR’s hooks for Explo-

ration and BARPETCO’s books for Development and
Exploration, if any, shall be kept in the ARE. in
United States Dollars. All United States Dollar
expenditures shall be charged in the amount cxpend-
ed. All Egyptian Pounds expenditures shall be tran-
slated to United States Doilars at the offical buying
rate of exchange issued by the Central Bank of Egypt
‘on the first day of the month in which expenditures
are recorded, and all other non-United States Doliars
. itures. shall be translated to United States Dol-
lars at the buying rate of exchange for such currency
as quoted by National Westminster Bank Limited,
London, at 10,30, AM.GM.T.,, on the first {ay of the
. month in which expenditures are recorded. A reco-
rd shall be kept of the exchange rates used in translat-
ing Egyptian Pounds or other non-United States
Dollar expenditures to dollars. Any difference result-
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ing from the application of the afore-said rates of ex-
change shall be credited or debited, as the case may be,
to the operations under the Concession Agreement.

Precedence of Documents

In the event of any incounsistency or conflict be-
twee 1 the provisions of this Accounting Procedure and
the provisions of the Concession Agreement treating

the same subject diflerently, the provisions of the Con: L

L-uw.a- ""uL-l-L-_j‘ FRH I (-J'Lu':'l = dad Uw'kg.hjlil l_}..m_j
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cessson Agreement shall prevail.

Reuvision of Accounting Procedure

By mutual agreement between EGPC and CONTR-
ACTOR, this Accounting Procedure may be revised
from tume to time 1 the light of future arrangements.

No Charge for Interest on Investment

Interest on Investment shall not, at any time, be char-
ged as recoverable cost under the Concessior Agree-

ment.

ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Concession Agreement,
CONTRACTOR shall alone bear and directly or through
BARPETCQ pay the foliowing costs and expenses, which
costs and expenses shall be classified and treated in accor-
dance with Article VII of the Concession Agreement

1. Surface Rights

All direct costs atiributable to the acquisttion, rencwal
or relmquishment of surface rights acquired and ma-
intaind in force for the Contract Area.

Labor

A. Salaries and wages of CONTRACTOR-OPE-
RATOR's or BARPETCQO’s employees, as the
case may be, directly engaged in the various acti-
vities under the Concession Agreement including
salaries and wages paid to geologists and other
employees who are temporarily assigned to and
employed in such activitics.

(1) Cost of honsing and utilities allowances and
reimbursement of Egyptian Income Tax ap-
plicable to salaries and wages of expatnate em-
ployees chargeable under subparagraph 2 A
and paragraphs 9, IT A and I1 C of this Article

II on an actual basis.

(2) For expatnate employees pennmcntly assigned |

to Egypt : (1) all allowances applicable to

salaries and wages. (2) cost of established plans |

and {3) all travel and relocation costs for such

expatriate cmployees and their families to and |
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from the employee’s country or point of origin
2t the time of employment, at the time of se-
paration as a result of transfer from one loca-
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tion to another and for vacation. ransporta- | .. ) . i
tion and relocation costs for :mgoytes and | | e cLilly S S r Jad den JhakiV) S
their families transferring from A. R E. 10 skolt ooty hdl GG poprp P < L
.nother location other than their country OT U%JJ : Sathatt f; r t’ "’J fw_t_‘k"}:” _”J
point of origin shall not be charged to A.R.E. S EPART NI R P ol s ol
operations). Costs ander this Sub-Paragraph A (ot AV Jowe 31 by Of ol ST
2. B (2) shall be equal to sixty (60) percent of | Al pe 25le V1T el B a0 ede 3 e o geail)
salaries, wages and premiums chargeable under 2 ey Wy ol 1 e T _

Sub-Paragraph 2. A, Paragraph 9 and Sub- eY¥adts 2 Wy S5 e BLU P O o SOl
Paragraphs 1I. A and 1I: C of ths Arﬁcleoll. Onib A0t TNy A 5 ialy () ¥ Le i) 5 D) (gaias Jasud
The percentage outlined above reflects CON- | 4, 2l i1y Wiy . T
TRA%TOR’sgactual cost as of the Effective ‘_'L’J_‘ iy il *31—3-‘1 sde o (=) Vg (D VY ()
Date with regard to the following benefits, b o el Jad Lailt 2l S kel Saandt

allowances and costs .

1. Commodities and Services Allowance.
9. Special Rental Abowance.

5 Vacation Transportation Allowance.

1.  Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance,

5.
5. Education Allowance (Children of Expa-
triate Employees).

7. Hypothetical U. 5. Tax Offset (which re-
sults in a reduction of the chargeable per-

centage).
8. _}lﬂﬁrcment Flan.
g. Group Life Insurance.

10. © Group Medical Insurance.

11. Sickness and Disability.

19. Vacation Plans Paid (Excluding Allowa-
ble Vacation Travel Expenses).

13. Savings Flan.
14. Educational Assistance.

15. Military Service Allowance.

6. F.LC A
17. Workmen's Compensation.

{8. Federal and State Unemployment Inmu-
rance.
19. Personnel Transfer Expense. B

00. Any other Costs; Allowances anc Benefits

TRACTOR's International Folicies, other |
than those zet forth in Articte [T, Paragra-

ph 2 B {1} aheve.
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The percentage outlined above shall be revie-
wed at mtervals of two (2) years from the Ef-
fective Date and at such time CONTRACTOR

and EGPC will agree on a new percentage to
be used under this paragraph. Revisions of
this percentage shall take into comsideration
variances in costs and changes in CONTRAC-
TOR’s international policies which change «w
¢xclude any of the above allowances, benefits or
costs or establish new allowances and benefits.
The revised percentage shall reflect, as nearly
as possible, CONTRACTOR's actual costs of
all its estapiished allowances and benefits and
of personnel transfers.

For Expauiate cmployees temporarily assigned
to Egypt all allowances, cost of established
plans and all travel and relocation costs for such
expatriate as paid in accordance with GON-

TRACTOR's international policies.

Cost of uxpenditures or contributions made
pursuant to law or assesspents imposed by
Gouvernmental authority which are applicable
te labor costs of salaries and wages as provided
under subparagraphs 2 A, 2 B (1) and (2},
Faragraph 9 and subparagraph [I A and IT C.
of this Asticle LI,

Employee Benefits of Nattonal Employees

Bonuses, overtime, castomary allowances and benefits
on a basis simiar to that prevailling for Chi Com-
panies operating in A.R.E., all as chargeable under
Sub-Paragraph . A, Paragraph 9 and Sub-Paragra-
phs 11. A & 11. G of this Art. 11. Severance pay
will be Charged at a fixed rate applied to payrolls
which will equal au amount equivalent to the max-
mum hability for scverance paymenis as required un-
der the ARE. Labour Law.

MATERIAL
Material, equipment and supplies purchased or fumi-
shed as such by GNTRACTOR-OPERATOR or
BARPETCO. -
A, Purchases
Material, equipment and supplics purchased
shall e at price paid by CONTRACTOR-OPE-

RATOR or BARPETCO after deduction of ail
discounts actually received.

Material Furnished by CONTRACTOR-OFE-
RATOR

Material required for Operations shall be pur-

chased directly whenever practicable, exoept

that CONTRACTOR-OPERATOR may furnish
such material from its affiliates stocks outside

the A.R.E. under the following conditions :
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C. Warranty of

(1) New Materail (Condition “d4)

New Material transferred from  CONTRAC-
TOR-OPERATOR’s warehouse or other pro-
perties shall be priced at cost, provided that
the cost of material supplied is no higher than
nterational prices for material of similar
quality supplied on similar terms prevailing at
time such material was supplied.

(2) Used Material (Condition “B” and “C” )

(a} Material which is in sound and serviceable
condition and is snitable for re-use without
reconditioning shall be classified as Condi-
tion “B” and priced at seventy-five percent
(75%) of the price of new material.

(#) Material which cannot be classified as
Condition “B” but which is serviceable for
original function but substantially not suit-
able for reconditioning, shall be classified
as Condition “C” and priced at fifty pes-
cent (30%) of the price of new material.

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

(d) Tanks, buildings and other equipmeat
involving erection costs shall be charged at
applicable percentage of knocked-down
price.

Materials Furnished by CONT-

RACTOR-OPERATOR -

CONTRACTOR-OPERATOR does not war-
rant the material furnished beyend or back of
the dealer’s or manufacturer’s guaranty and, in
case of defective material, credit shall not be
recorded with adjustment has been received by
CONTRACTOR-OPERATCR from manufact-
ures or their agents.

Transportation

Transportation of employees, equipment, materjals

and supplies necessary for the conduct of activities.
Employees transportation costs to the extent covered
by established policy of CONTRACTOR-OPERA-
TOR or BARPETCO will inciude travel expenses
for employees and their families to and from the
employees point of origin at the time of employment,
at the ume of separation and for vacation, and travel-
ling expenses for employees and their families incur-
red as a result of transfer from one location to another
within the A.R.E, Transprotation costs for employees
and their families from the A R.E. to another location

other than point of origin shall pot be charged 1o

AR.E. nperations.
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SERVICES | IS [ |
A. OQutside Services D da it Claaxdt ()

The cost of consultants, contract services and | |, ., S ) Gl s oGtk wlesst s o shetidt AN
utilities procured from third parties. 2 ks A @l B T )
B. Cost of services performed by EGPG or by | 4 J, =) Gl & palt 0t L ool 01 clatsdh 405 ()
CONTRACTOR or their Affiliated Companies Ll st ol AT st o el
in facilities inside or outside the AR.E. Regular, | & Js = Sl o =2 ol AU
recurring, routine senvices, such as interpreting | Leéd Ll S M ol JAil ot L)) e B avp e
magnetic tapes andfor other analysis, shall be | _y . .y e 5 Joe L3, S5 o500 Lt shasdl
performed and charged by EGPC andfory = ' ST - N
CONTRACTOR or their Affiliated Companies | <#*= *~ At g iy g Sl S s Ll
at an agreed price. Major projects involving [ Lyl {olah QW 40 5f Jal 2 S
enpineering and design services shall be perfo- - T T ey s
med by EGPC and’or CONTRACTOR or S S e g S e Sl
their  Affililated Companies at a negotiated | Lugld L Tl ciaalt Jlazad - dole G40 S
cemtract amount. Ute of EGPC’s CONTRA- | -.. i s Gl
CTOR’s or their Affiliated Companies’ wholly Wbt g Jom g 4 ] 1 T * J{ ] *
owned equipment shall be charged at a rental dops g dhoiiSy Joo¥l Al S el 4 o)
rate commensurate with the cost of ownershin | . Erotr o P 0 ) a.__.__;L..M sl e Ll odm o Y
and operation, but not in excess of comvetitive | .. . _ T T R I T
rates currentlv nrevaiting m the ARE. For G 2y JHAN Slad B OU ufh T " b
Exnloration., CONTRACTOR's and its Affilia- | ¢ Dalad) oYl Sl Gt aad Y deld
ted Companies’s rates shall not include admini- R
strative overhead costs.
7. Damages and Losses g WS (TP ) | R
1311 costs or ]cxpcns:s ncc:lss:n; to T:'!dacc or rcpa::xt- AWt sty @ sl Al Sl malh I ppen
amages or losses incurred hy fire. flond. storm. theft. - .. R v st el
accident or anv other cause not controflable by CON. | 2! ¥~ 2! ket e Pl S
TRACTOR.OPFRATOR or RARPETCO themioh | 52 » ot cladadly 1 Joliad S ke ¥ AT cone (51 01 2315
the exercise of reasonable difiaence. CONTRAC- | 4 0 UG gy g ¢ U e Dby dpm o AT Ly e
TOR-OPERATOR or BARPETCO shall fumsh e : f: ) JJ_ > I S d D e
Non-Onerator and-the remaining Parties comprising | s¢te-22 &' 43U Ot et slgeddl e i) Jou g OV S
CONTRACTOR written nntice of damages or losses |, Wi\ i o 20 sty 2yt Ge ks et Jolald
incurred in excess of Ten Thousand United States | e,U' o W - b s hee e ) OYT B, i
Dollars (3 10.000 U. S.) per occurrence, as soon | o 09 =7 F 08 Rt VL 3 e 3 e
as practicable after renort of the same has been re- 11, & 52 b chdudl N Qs Al IR VIRRK SPRCA T
ceived by CONTRACTOR-OPERATOR or BARP- . ol e
ETCO.
8. Insurance and Clmms t LUl Gulait — A

The cost of any public liahility, pronertv damase and
other insurance aeainst liabilities of CONTRACTOR-
OPFRATOR and BARPETCO to their emplovees
and/or outsiders as mav be required by Laws. rules
and regulations of the Government or as the Parties
may agrec upon..  The proceeds of any such msurance
or claim collected shall be credited against operations.
If no insurance is carried for a particular risk, all
related actual expenditires incurred and naid hy
NONTRACTOR-OPERATOR or BARPETCO in
setflement of any and all losses, elaims.damages, jud-
ements and any other expenses, including legal eV
ces.
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9. Indirect Expenses

Camp overhead and faciiiues such as shore base,
ware-houses, water systems, road systerns, salarics and
expense of field supervisory personnel, field clerks,
assistants and other general employces, indirectly serv-
ing the Comtract Area. Such c¢xpenses shall be alloc-
ated each month between Exploration and Develop-

ment according to sound and acceptable accounting
procedures.

10. Legal Expenses

All costs and expenses of Litigation or legal services

otherwise necessary or expedient or the protection ot
the Contract Area, including attorney’s Iees and ex-

penses as hereinafter provided together wath all jtd- |

gments obtained aginst the Parties or any of them
on account of the operations under the Consession
Agreement and actual expenses incurred by any Party
or Parties hereto in securing evidence for the purpose
of defending against any action or claim prosecuted
or urged against the operations or the subject matter
of the Concession Agreement. In the event actions
or claims affecting the interests hereunder shall be
handled by the Jegal staff of one or more of the Parties
hereto, a charge commensurate with cost of providing

and furnishing such services may be made to opera-
120ns. |

11. Administrative Qverheaa and General Expense

A. While CONTRACTOR-OPERATOR is con-
: ducting Exploration activities, cost of staffing and
maintaining CONTRACTOR-OPERATORs
head office in the A.R.E. and/or other offices
established in the A.R.E. other than field offices
which will be charged as provided in Article 11,
paragraph 9 above and excepting salaries of em-
ployees of CONTRACTOR-OPERATOR’s who
are temporarily assigned to and directly serving
on the Contract Area which will be charged as
provided in Article TI, paragraph 2 above.

B. CONTRACTOR-OPERATOR’s administrattve
overead out side the A:R:E: applicable to the
AR.E. Exploration operation will be charged
each month at the rate of five percent (5%) uf
total Exploration expenditures while CONTRA-
CTOR-OPERATOR is conducting Exploration
Activities and at the rate of two and one-half
percent (2-1/2%) of total Exploration cxpendi-
nires while BARPETCO is conducting Explora-
tion Activities.
for CONTRACTOR-OFPERATOR’s administra-
vive overhead outside the ARE. will be applied

|

No other direct charges ©s such’

agaitst the Exploration expenditnres. Examples |
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12.

of the type of costs incurred and charged here- | | LT Al e o as o AL WD DNl LRy \glans

under by CONTRACTOR-OPERATOR due to
activities under the Concession Agreement and o Al comdt Lol s LY Qe it Dol dom gt cannnn

covered by said percentages are:

(1} Executive — 'fI'mn: of executive nf R T LA LU TR PRI I T
icers -
(2) Treasury ~— Financial and exch- | AT ey L sy Tite:
ange problems. é Jrd Jes 4 e R
(3} Purchasing — Procuring materials . )
equipment, and sup- f Shalaa ¥y oladty ol e Jgeamll o oy jzaaly
plies.
- {#) Exploration and L LB Gy LU N s Vs e ) o i Yy i L §
Production — Directing,  advising | - t w
: * ALS L

and controlling the ;
entire project. ;
(3) Other departments such as legal, comptrol- | 53 s Db Ll 3t m e B Glill e e st o
lers and engincering which contribute time, ‘; “’J iy S - "'.f LR sV Sl e
knowledge and cxperience to the operation. | Pl (Bl s Wlaghany iy el
The fnrcgﬂmg does not preclude charging for S it NG . , _
direct service under subparagraph 6B of this ’ e il | 1 ”‘f{l'{' Jrem o "*"JL“" F 3
Article 1L, B RV I (W I WEES [y [ R PO

C. While BARPETCO is cnnductmg activities. ( Olobedl e Jum 3 gon ¢ DA 4o s Koy 5 il A )
n_.rw > C

BARPETCO’s personnel engaged in general cle-
rical and office work, supervisors and officers | “=b0l Jley DRy (pt L Kaa e 2N\

whose time is gencrally spent in the main office | sy & pas, o 033 720030 330 My ¢ TS Lzl o

and not in the field, and all employees generails § ., o
considered as general and administcative and not A B ) ey ¢ Jpdnd) b s e S ot
charged to other types of expenses, will be charged | Jaxi Yo S ¥l Genpeall il e ke sy O3 puims
to operations. Such expenses shall be allocated | | _; o e .

- - F el JJ“"’“ o AA ks ' -
each 'month between Exploration and Develop- o t’”"’ TS VB Je peiiS
ment operations acceording to sound and prac- | el il ey Lty o) lides o et
ticable accounting methods in  the petroleum AT LRV O R I T PP U ST WO I SR W U

industry.

All taxes, duties or levies paid in the AR.E. by CON- | &5 , 4 sl \paday Ao b e G LSl

TRACTOR or BARPETCO with respect to this Con-
cession Agreement other than those covered by para- | 881 L <0 el Gt « L0 dde iy Lrreg) o

graph () (I} of Ardcle JIT of the Concession C LGN e RN Rl -
: RV oA (Y g )
Agreement.
13 Continuing CONTRACTQOR Costs 6 paiaadt JHI AN . \E

14.

Costs of CONTRACTOR activities required under | Gai,  hy Li\isYy] i oW el by 4 IS
the Concession Agreement and incurred exclusively 2 N3 4 PAer AW Jaldly 4l A
in the A.RE. after BARPETCO is formed. No sales | 295t Spm Y3 8505 (56 dm il (£rprr ') oo JaGls

ex mcurred outsid the A R.E. may be recovered | ..., . L i
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QOther Expenditures _ P SN Ol L e
Any costs, expenses or expenditures other than | ., SUESLIPA N IV U PO VERANER I TR QU a3t LIUT 4t

those which are covered and dealt with by the fore- ‘

going provisions of this Article IT incurred by CON- | 552 5 of cldeadly SUN D)l oKy o LW 2\ Lia o e

TRACTOR-OPERATOR or BARPETCO under ay- ) -
Tl Sy Jealt gl o gas Wit 3

proved Work Programs and Budgets.
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ARTICLE 1IN e LU sty ,
IVENTORIES "

1. Periodic Investories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and
CONTRACTOQR, iventories shall be taken by BAR-
PETCO of the operations inaterial which shall in-
clude all such material, physical assets and construction
Projects. Written notice of intention to take inven-
tory shall be given by BARPETCO to EGPC and

CONTRACTOR at least thirty (30) days before any
inventory is taken. Failure of EGPC and/or CON-

TRACTOR to be represenied at an inventory shall
bind them to accept the inventory taken by BARPET-
CO, who shall, in that event, furmsh the Party not
represented with a copy thereof,

o

Reconciliation and Adjusiment of Inventories

Reconciliation of inventory shall be made by CONT-

RACTOR and EGPC, and a list of over-ages and
shortages shall be jointly determined by BARPETCO
-and CONTRACTOR and EGPC, and the invetory
adjusted by BARPETCO.

ARTICLE IV

COST RECOVERY

1. Statements of Recovery of Costs and of Gost Recovery
Petrolsum

CONTRACTOR-OPERATOR sha|], separately for
Crude Oil and Gas pursuant to Article VII of the
Concession Agreement, render to EGPC as  promptly
as practicable but not later than thirty (30) days after
receipt from BARPETCO of the quarterly Statements

for Development and Exploration Activity, a state-
ment for that quarter showing :

(:) Recoverable costs carried from the previous
quarter, if any. |
(if} Recoverable costs for the guarter.
(iti) Total recoverable costs for the quarter, (i) - (11).
(iv) Quantity and value of Cost Recovery Petroleun

taken and separately disposed of by CONTRAG-
TOR for the quarter.

(v) Value of costs recovered for the guarter.

(vi) Total amounts of costs recovered up to the end
of the quarter. |

(vif) Amount of recoverable costs carried into the |

succeeding quarter, if any.

(viis) Excess, if any, of the value of Cost Recovery

Petroleum taken and separately disposed of by
CONTRACTOR over costs recovered for the

quarter,
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2. fayments

If such statement shows an  amount due EGPC,

payment ot that amount shall be made in United
States Dollars Ly CONTRACTOR to EGPC with
the rendiuon of such statement.

Audit Right

EGPC shall have a period of twelve (12) months
from receipt of any statement under this Articie [V
i which to audit and raise objection w any such

staternent. EGI'C and CONTRACTOR shall agree
On any required adjustment.  Supportinng docurents
and accounts will be available to EGPU during sad
twelve (1Z) month period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Control Accounts

CONTRACTOR-OPERATOR will establish an
Explorauon Obligation Control Account and an off-
serung contra account to control therein the total
amount of IExploranon expendttures reported on
Statements of Acuvity prepared per Article 1.2.A here-
of less any reductions agreed to by EGPC and CON-
TRACTOR following written excepuons taken by
a Nen-(Jperator pursuant to Artcle i.... nereoi, 1n
order to determine when mimimun Exploration
obligations have hcen met.

2. Cost Recovery Control Account

CONTRACTOR-OPERATOR will #stablish
Cost Recovery Control Account (s) and an off-setting
contra account (f-:] to control therein the amount ot
cost Temaining to be recovered, il any, the amount ot
cost recovered, and the value of Excess Cist Reeovery
Petroleum, if any.

3. Major Accounts

For the purposc of classi{ving costs, :xpu:ns-:s and
expenditures for cost recovery as wol as for the
purpose of establishing when the Explm ation obliga-
tion has been met, costs, expenses and expenditures
shail be recorded in majur accounts including the
following :

Exploration Expenditures
Development Expenditures {other than Owpera-
ting Expernses)
QOperating L xpenses
Necessary subaccounts, including those for sangibl: and
Intangible Costs, shall be used. :

Revenue accounts shall be maintained by CONTRAC-.

TOR-OPERATOR to the exzent necessary for the control
of recovery of costs and the treatment of Cost Recovery

Jetroleum .
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