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COGRCESSION ACREFEMENT . "‘:"L""
- FOR
ez LI |
PEITOLEUM ENPLORATION AND PROUDUCTION 4 =3 ‘J—’-'" S il i
BETWILLN s
THE GOVERRMENT OF THE ARAE REPUBLIC ) ) )
OF EGYPT (ARLE) 4 Al peads ysai Ga s
AND
- N ! "W aadall 3 LTk aE L.
ECVIPIAN GENERAL PETROLEUAI CORPORA- Jadl “-_‘*—” 4 2l A
TION (E.GT.C) |
AND _ By J.t&)_,:')J{L}:__gi L-:.ALA :'S:..-;_g
ASARMERA O CORPORATION 1T ) "
AND J;fj L}J-—;i AL Ull““—:‘f :S...r:-:
CANADIAN SUPERIOR OIL 111D 1 -
IN | Loyl B aik. g
1HORGITADA AREA
—_— - _.........-E--- ———r — .“ s 2 .L.J 'l ;-’u—' l.it
Tlax Aercemont, made and entered o on this — Elalts (= 2 .
dav of e, 19 by and hetwveen the ARAL REPU- (f_' ¢ E_)_ J: ‘g lf:]ﬁ o, t._-,-]i o -!.r ST 4 n

BI.1C OF LOYPT {(hereinaflter referred to variously as
AT

ar as the “GOVERNMLENT™), (e EGYD-
TIAN GENERAL PETROLEUM CORPORATION,
@l entiy ercded be Toaw Nol 167 of 1958 a5 amended

Cheovinfior referred to as “EGPCYY) aml Asamera Ol
CFH'IHJI':”i"!” LI{L, CanyLny urg;uﬂ;,-_;--d -11:“} i'fii‘;iil'l_l: IIHL}L‘F
the Lonvs oF Chmcda med Conadin Seperior O Lul,
oty ortatized and existarr undey tie awvs of Canaeda
(hevemzdier ot referred o as “CONTRACTOR™.

WITNESSETI

WHEREAS, Loawe No, 66 of 19563, ax cunended, establi-
shad et ol oy mmatertals, uuhultuff ptllminm, mii:&lin_[:
e nsmwes sond euarries i ARE. including the territorial
walers el i the sea bed subpect to as pansdictiom andd
extenling hevond the territortal waters, e the property
of 1in- Siate, and.

WHEREAS. EGPC has applicd for an exclusive conces-
stion for the exploration, development and predoction of
petrolem m o and throughout the area referred to in Artcle
Hio o described in Annexes “A” and shown approxima-

twly on “B7 whicl are attached hereto and made part here-
af: sl

WTIEREAS, Contractor agrees to under take its ﬂ]}]i“"‘l
ens provided hereinalier as a Cantracior with respect to

e exploation. devdlopmett and vradnction of petrolewmn
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WHEREAS, the GOVERNAIENT desires heveby 16

cnt sueh concesaon ;o ownd

EH'HI'I{FAS the Minister of Petroleum, parswt to

ancessian agreement with EGPC il with Canstrntor
s g contrncton, for the pesvoleam operatiuons in the Aren
wyemalter refemed o,

SNow, Therelom-, the parties hereto aeree a8 Folloses:

I'-r

L prov sions of Law No. 86 of 1956, mayv emer o 2

ARTICLE 1

DEFINTTIONS

“haploration™ shall mchle such gevlogical, geophy-
sieal, aeriad and other survevs as may b contamed in
the apprved Waork Progrunys and Budgets, and e

dolling of suche shot holes, core hwles, stratigrapluc
lests, holes for the discovery of petroleam or the ap-
praral of petrolcum  discoveries and  other  relate

Iodes and wells, amd the purchase or acquisttion of

b

awh supphies. materials and  equipment iercfor

alt s mav be contawed i the approved Wk 'ro-

b oo sl -

arams sl budgets, The verh “explore” micans (he

act of coenducuag exploration.

“HDevehpmont” shal] mcude, but not be Timiced t,
Al the opegations and activities purstuit to approved

Work Preorams and Budgets wnder this Asrecient ;
willl respect 1o

(1) the drilling of development wells. and

;

i

()} desize,  construction, mstallation, servicing and
mahntenance of equipment, lmrs, systems, {acily-

110 plints and related operationy, (o prodace
.:minlm.m. san] wells, to wke. save, treat, handle,
Qe fhre, transport and defjver prioleum for

1

export. aml o undertake FCPressurmnege, reeveling
and other secondary recovery Projects,

e

“Perroleum™ means liquid erude ol of various (kea-
siics, asplaly, oas, casmghead gas and (0 otie hy-
drosarbon substances  that may be found i, oand
produced, or otherwise obtained :amd saved from, the
aren under this Agreengnt, and all substinces hat

mav be extractied thevelron:, |
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“Liquid Crude Oil” or “Crude Ol means any hy-
drocarben produced [rom the Area which 15 n a
Liquid  state at the wellhead or lcasc scparator or
wlinch s extracted from the gas or casiaghead gas in a

phkint.  Such term includes disuliate and condensate.

“Gas s naturul gas both associated and non-associa-
e, and all of its constituent elements produced [rom

any well m the Area and all no-hydrocarbon sulstan-

ces therem, Suwd tena shall include resicue gas.

A “barrel”  shu)l consst of forty-twe (42) United
States gallons, liquid measure, corrected o a tem-
perature of sixty degrees {(60°) Fahrenheit

“Coomnrerciad Well™ means the first well on any geo-
Jogacal Teature which after testing for a period of
thiy (30} conscauuve davs where praatical bur in
auv event in accordance with sound and  acceptesd
mdustry production practices, and vernified by EGPC,
is Tound to he capable of producing at the average
rate of not Iess than Two Thousand {2000} barrels
of ¢l per dav, (BOPD). The date of discovery of a
“Commercad Well” s the date on which such well
is compleicd and tested according to the above.

“A.R.E.” means ARAB REPUBLIC OF EGYPT.

“Flfccetivr Date” means the date on which the re-

Nlevant law is ssued or the text of this agreement s

sioned by the GOVERNMENT, EGPC and Contra-

ctor, whichever is later.

“Vear” or “Calendar Ycear” mcans a2 penod of tw-
clve (12) months according to the Cregonan Calendar.

“Fizincial Year” means the GOVERNMENT s fin-
ancial year starting on January Ist and ending on
December 31st, hoth dates being mclusive.

“Tax Year™ mcans the period of twelve (12) months
acoording to the Gregoran Calendar for which tax

relins or repurts arc roequired according to any an-

“plicable income, profits or other tax [aw or reguliation

of the ARL.
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N An “Alfibated Company™ mcans a company -

The shart capital, conferring majority of votes
at stockholders” mectngs of such company, of

(i)

which is owned directly or indirerrly by a party |

hereto;

which is the owner dirrctly or indirectly of sharc

i)
caprial conferring a majority of volis at stock-

holdess mectings of pavty heeto; or
() Whose share capital  conferring a mmajonty of
vites at stockboldars™ incetings of such company
:nd the share capital conlemring a majority of
votes at stockolders’ mcetings of a party hereto
are awned dircetly or indirectly by the same
company. ‘

ARTICLE IT
ANNEXLES TO THE AGREEMENT

Annex “A” s a description of the Area covered and
[ectedd Dy this Agreement, hereinafter referred to as the

1

reg .

Amnex “B” 1s a provisional illustrative map on the scale
RO ndicatmg the Area covered and alfected by

ax Acccement and descriled ncoAwiex YA

Annex (7 1 the form of the Tetter of Cusraniv 1o he
waed by the Ajise Bank, Cairo. and 10 e submitted v
matractor at the Ume of signature by the Ninister of
~trolemn of this Agreement for the sum of Six Millien
JO00000) U.S. Dollars, guarantecing the exceution of
swirchr s minimuam explottion obligatikms hercunder
i the first Four (4) vear exploraiion period.  Snch gua-

e shall remain cficctive for six (6) months after the |

el of the sail Tour {4) year pcriod except as it may be

eased prior to that time in accordance with the terms
\t‘l't‘iiff

Annex D7 s the form of 2 Charter of the operating

mpany 10 be formed as provided for in Article VI hereof.

Annex “IE7 is the Aceounting Procedure.

A“H{:}:{‘}i uAu! "B"’ “C"; ::D'-z ”I]f] "E!'! tﬂ t]liﬂ Agrct-
Wt are bereby made part bereof, and they shall be

nsidercd as having equal Force and elfect with the pro-
s of thys Agrcement.
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ARTICLE II1
CRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grunts EGPC. and Gan-

cyetor, subject to the terms, covenants and conditions sct

at in this Agrcement, which msofar as they may comtea-

tiet with any provisions of Law No. 66 of 1953, as amen-

[, shall have the force of Law, an exclusive concession

1!

|

L

LY
‘h)

andd 10 the Area described in Annexcs “A”

and “B°.

The GOVERNMENT shall own and be cotided,

as hieremnalicr provaded, to o royalty 1n cash or in kand

of Fan (10} percent of the total quantity of petroleun |

praduced and_saved from the Arca duning the deve-
Jopoent perid mcludmg rencwal. Said rovalty
slall bhe horne and paud by EGPC and shall not e
the obligation of CONTRACTOR. The paymant of
guvaltics iy EGPC shall not be deenmicd 1o result
mcome attributable to the CONTRACTOR,

An mntl exolommuen pertod of Four (4) vears shall
ctart {ronen the Llfcctive Dater Tweo (7)) successive
extensieny 1o the mital explormon pevod of two (2)
vierrs arg o (B vear shall be aronted. Contrae-
L s ontion upon nprety divs prior written
notice to FGPC and subjeet only o ots having fulfil-
ledd its obligations hercunder for the preceding perind.
The Acrvecment shall Le termmnated iof no Commerenal
Well is estiblished by the cod ol the Seventh ()
viar of the explorauon pensd or upon the comphes
tn of dvilhing and tosting of any well actually being
1.0 L - A an 1 A ga .I f ] q L ) . -

drilled or tested at the end of the Scverth (7th) year

of 1w

this period by more than Six (G} months. Electiom by

coploration . penwd, Lot shadl not exceed

FGPC o undertake a sole risk venture under pare-
rraph {¢) immediately hereafter shall not extend e
exploration peniod nor alfect the termination of this

Acrcemeng as (o CONTRACTOR,

“Camnyurcinl  Discovery™.  After discovery of a

Comimercial Well, CONTRACTOR <hull undertake, )
as part of its explomation program, thc appraisal of ,

the discovery by drlling onc or more additional wells,
tn determine whethee such discovery is wornthy of

heing developed commeraially, taking into considera-
tiom the recoverable reserves, production, pipeline,

and ternbnad faciliues required, cstimated crude nil
prices, and afl other relevant teclmical  coonomie |

{aclors.
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A Commercial Discovery may consist of one producing
reservior or a geoup of producing resevoirs which after

apprassal 15 worthy of being developed commercrally.
CONTRACTOR shall give notice of a Commercial Disco-

very to EGPC immediately after the discovery is considercd

by CONTRACTOR to be worthy of commercial develo-

pment but m no event later then the completion of the

sccond exploration apprawad  well, o six

following the date of discovery of the Commercial well
exuept that CONTRACTOR shali

also have the nght to give such notce of Commercial
Discovery with respect to any reservoir or reservoirs cven
if the well or wells theron are not “Commercizad”
the delimtion of “Commercial Well” iF, s us opimion, a
grup  of reservoirs  considered collectively, could be

warthy of commercial development.

wluchiover 1y eadier

withm

Followmg receipt of such notice EGPC and CONTRA-
CTOR shall moet and review all approprate data wish
a view 0 mutually agrecing upon the oxistence of a
Conmuercial Discovery. The date of Commercizd Disc-

overy shall be the date EGPC and CONTRACTOR
mutually agree that a Commercial Discovery exisis,
In the cvent that no commercial production in reguwlur

shupments from a commencial dixcovery is muade within
Twao (2) vears as of the date of commercial discov crv,then
the block () concermcd with suclk thscovery stall, imme-

diatelv be surrendercd.

1 Crude Oif 15 discovered but is not edecinel Ly CON-

TRACTOR 10 be a Commerciad Driscovery under the |

above provisions of this paragraph (¢), EGPC shall, one
(1) year after the expirtation of the period spueificd above
CONTRACTOR can siv notice of
Commeruial Discovery, or cightean  (18) months  after
the aanpletion of a well not considereed a *Commercial
Well?, have the nght, following sixty (60) duys notice in
writmg to CONTRACTOR, ac its solc eost, risk and
expense, o develop, praduce and dispose of all Crude

with'n which

Oi from the geological feature on which e well has

been drdled. Swd sotice shall state the specific arca

covering sald  geological  feature to he developed, the

wells to be drilled, the production facilities to be insta-
fled and EGPC’s estimated cost thercof. Within thirty

(30) days after receipt of said notice  CONTRACTOR

may, m writing, clect to develop such arca as provided

for i the case of Commercial Dismwrry herecunder. Tn

such cvent all terms of this Agreement shall continue to
apply 1o the specified area

() months |
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1f CONTRACTOR clects not to develop snch area,
\he: specific aren covering said geological faature be sct
asxle for sole rbk  opcrations by EGPC.  In the evint
Opeeating Company  referred to m Artide VI has
come mito existence BGPC shall be entitled o have
Operating  Compaygy  perform such  opaations ler
When EGIC
has recoverael from the Crude Od produced {rom such

i at EGPCs sole cost, risk and cxpense,

specilie. arca a quantity of Crude Ol equal in value 10

1

e honedred (300) percent of the costs 1t lias incurred,

CONTRACTOR shudl have the option, anly in the event
has been a separate . Commercaal Discovery, to
Jdiare 1 [urthier development  and production  of the
pecific  arca upon paying EGPC  one hundred {100)
pereent of such costs mcurred by EGPC. Such one
hondred {100) percent payment shall be recovered by

CONTRACTOR from Cost Recovery Crude in the
sormal manncr for the recovery of expenses, Immedia-

there

wly fullowing such payment the speaific area shall either (i)

" weverl w the  status of an ordinary devclopment lcasc

ander tis Agreement and thercafter shall be operated

wmt acgordance with the ¢oarms hercof ; or (1) alter
autively, m the evaat that at such tme EGPC or its
WflilEted conpanv is conductng all devdopment operatt

qns  the arca at ats sole expense and LGPC elects to

contmue operating, the arca shall remain set aside and
CONTRACTOR shall only be cntitled to its production
sharing  pereentage of the Crude Oil as specified in

Article VII {b) Lelow. The sole risk crude oil shall be
valued m thc manner frmvidﬁtl m Paragraph (¢) of
Article * V1I. In the event of any tcrmination of this
Agreement under the provisions of paragraph (b) above,
his  Agreement shall, however, continue to apply to
L.GPC’s operation of any sole risk venture hereunder,
aAthough such Agreement shall have been  terminated
with respect to CONTRACTOR pursuant to the provisions
o said paragraph’ {b) abow.

4} The devclopment period shall be twanty (20) years
from the date of the first Commercial Discovery.

This period may be reewed for an additional

period

of Ten (10) years at the option of CONTRACTOR. |

upon (B memths I)rirrr writen  in
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lowing Commiercial Discovery the extent of the whole
arca capable of production 10 be covered by develop-
ment lcase or leases shail be mutually agreed upon by
EGPC undCONTRACTOR and be suliject to the ap-
proval of the Mmister of Petrolcum. Such area shall
then be converted  automiatically into # developmoent

Jease or Jeases without the issuunce of MY additional |

legal mstrument or permission.

Devclopment operations thereafier shalk be started
promptly by Opcrating Company and unless EGPC

and CONTRACTOR agrce otherwise. @t least one |

drilling rig shall he used contmuonsly astil, m accor-
dance  with sood oil field practices md accepted
petrolenm -enganceviug principles, tlw hicld 35 con-
sidered 10 be fully develuped. Ta the £VEOL DO Com-
inereial production of Petroleum is exabhshed in any
of the blocks in whici 1 Commereat Discovery is
macle withm Two {2} vears from dx date of Com-
mercial Discovery, sucli Llack shall Iv surrmdm'cd:

CONTRACTOR shall hear and pay 2 the costs and

cxpenses requured e carryme out, all the operation |

under this Agreement, but such cngs 0d expenses
shall not include interest on investmett, and CON:-
TRACTOR shall Iook anly to the Pericum to wluch
it 15 cntitled wnder this Aercement > recover such
rosts and cxpenses. Suchl costs and «enses shall be
recoverahle as provided jn Article V1o During the
term of this Asrcement and its reowal, the total
production achicved in the canduct o @i€h operations
shall be divided hetwen EGPC and GV TRACTOR
m acenrdance with (he provisions ot vicle VIT.

() (1) CONTRACTOR shall be sulyjet to the laws in

force in the AR T and thic polavl subdivisions

lltﬂl‘f‘ﬂf, which NHNOse taxes on S e mcasurcd
by wcome or profits, including 33 laws 1mopos-

g the commercial and induc = profits tax, |

municipal tax, delcnse tax and =tonal sccurity

tax on mcome and dividends 1.‘:-—'1 with respect
to sharcholders (hercinulter refeeed to as ARE.

meome Taxes™), and, cxeept as SXCTWISC provid-

cd m e Agreemaont, shall ~mply with the

requaremants of sach laws with <pect to the fil-

g of rctums, thic assessment 7 B, and the

keeping for review by authorize. rsons of books
- and records.

Any ARL. income Taxes o eserbed above
which may be levied agaimnst C NTRACTOR s

sharcholders as a result of CNTRACTORs
activatics wder this AgrcerH shall be the
respenisinlity of RGPC.
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It is expressly agreed and acknowledged that |
LEGPCs shage of the volume of crude oil as |

detenniized under Artide VII includes a volume
of crude oil to meet the CONTRACTOR’s
AR L. income Taxes as described above in this
Paragraph: (£} (1). EGPC agrees that proceeds
from such crude ol volumes will be wused
o et CONTRACTOR s Income Tax Liabilny
m AR.L as and when dpe. EGPC further
agrecs (o use its reasonable cfforts to timely pay
such habilitics.

Yor purpuses of applying paragraph (f) (I} of
this Avtide, the total taxable income of CON-
TRACTOR in respect of any Tax Year shall be

dil aneunt calcudated as follows -

(i) The total of the sums recewved - by CON-
1TTRACTOR from the sale or other cispost-
bon of all Crude Oil acquircd by CON-
TRACTOR  pursuant to  Article VII,
Pavagraphs (a) and (b); LESS

(«) The costs and expenses of CONTRA-
CTOR which are allowed to be rec
overed  m the Tax Year under para
graph (a) of Article VII; and

Fhe value, as detcrmined in paragraph
(v) of Article VII of the cxcess Cost
Recovery Crude O taken and separa-
ety disposed of by CONTRACTOR
putsuant to Article V1I, paragraph (a)
2); PLUS.

(0}

() An amount cqual to CONTRACTORs

ARLE lucome Taxes. _
LGPC shall assume, pay and discharge, ou
behiadf of CONTRACTOR, CONTRA-
CITOR’s ARE. Income Taxes out of the
stuus reccived by EGPC from the sale or
other dispusition of its share of the Crude
Q1.

LGPC shall fumish to CONTRACTOR
the proper official reecipt evidencing the
payment of CONTRACTOR's ARE. In-
come Taxes, within Two hundred ten {210)
days {ollowmng the commencement of the
next ensung Tax Year, Such receipts shall
e 1ssued by the proper Tax Authoritics and
shall state the amount and other particudars
customary for such receipts.

(%)

(1)

(g} In caleulating its ARE. Income Taxes, EGPC shall

be entitled ta deduct royalties paid by EGPC to the
GOVERNMENT and the AR.E. Income Taxes of
CONTRACTOR paid by LCPC on CONTRA-
CTOI s hichalf.
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ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

1) CONTRACTOR shall commence expleration opera-

tions hercunder not later than six (6) months after
the Elfective Date. Not later than the end of the
twanty lourth (24th) month after the Effective Date,
CONTRACTOR shall start exploration drilling in
Ure Arca, with a commitmat of drilling two (2)
wells durng the mal oxplomton period.  EGPC
shall make avadable for CONTRACTOR s usc all
seismic and other exploration data in EGIPCs pos-
scssion with respect to sweid Arca.

The mnitial cxploration p{n‘iud shatll be Four (4) yCUTs.
CONTRACTOR may extend this exploration period
for two (2) additional periods of two (2) years and
one: (1) year respectively, each upon a nincty {90)
days prior writen notice 10 EGIPC subject 1o its
expendituce of its mimimum exploration obligations
fur cacli such period.

CONTRACTOR shall spend a mirdmum of Six
Mubon  (6,000,000) U.S. Dollus on  exploration
operiations and actvitics  rclated thereto during the
mutizl Four {(4) year exploration period or drill Two
(2) wells, whichever s higher in vidue. For each Two
(2} rear and One (1) vezr pened that CONTRA-
CTOR clects to extend bevond the sial exploration
persad, CONTRACTOR shall spend 9 minimum of
Three (3) and Two (2) million U.S. Dollars at the
rite of One and Onc-hall (114) and Two (2) million
U.S. Dollars annually.

Shoudd CONTRACTOR  spend more than the
nunimiie amount requircd to be expended durng
the mital four (4) vear oxplomation period or cdunng
any period thereafter, the excess may be subtracted
the mimmum amount of monecy required to be ex-
perided, by CONTRACTOR dunng any succeeding
cxploration period or periods, as the case may b,

In casc CONTRACTOR suwrrenders its explorations
obhgations i this Agrecroent as set forth above or at
the end of the Fourth (4th) vear of the initial cxplora-
tion period, having expended less than the total sum
of Six million (6,000,000} U.S. Dollars on cxploration,
or n the cvent at the end of the Fourth (4th) year
CONTRACTOR has expanded less than said sum in
the Arca, an amount cqual to the diffcrence between
the said Six mitlion (6,000,000) U.S. Dollars and the
amount actually spent on exploration activities shall
be paid by CONTRACTOR to EGPC at the time of
surrendering or within three (3) months from the ond
thc excess may be subtiacted from

(% Jiat)
Call3 b L3 Olaalls Jasll él]_,:

At G W ol e L T g g (1)

Ob ol oo 21 () e 5oV 2, 3 Bl
SR LA e T g gLl e e, LlsY
(ve)or _~d, oMo A sy ae e &kl 3
P (v) oy e AN~ ob 2k
b Ul S L KIE\ T R S IRV
A (i 3 (MW ol CEL 4 ¢ R
. 5y Al Zakelh
dslek 3%
e 5 30 ontibe] ool ula ol 355 a0 o

Gl GRS e e A e (3 iy (1) 5
SEIOS Ol b2 caedi gl oy by (34) cni
o B op o Rl G SL e Wl el
e B e i YU e ol LU g e
1:.‘:-_‘,-"3'1 s Ao )] LY L:J\_,Y;_: Y s (10 ..-)
oedl 5 e b Wdd i, ¢ 2ol SLLE (e
Ll e( v Yo i ol o £ ) of A,
() ol T G Ol S o o s L e Ll
o S W il WY o, Y 0 1Y, (¥) 5 e s
(¥) 6oy € 0 (3 V) iaiy 050 B o Y
@l adly oo NG aih e b g Y 0
DIV G, UM el Lo Jslall jte
e P e PR EVE SO g SR TIY
o Lgid)l;_,?-.:;!_,:..-( § )C_,ii_-lkﬁi:]_,lﬂ Lre )]
s G bl AL o ead Ol e b ol ¢ U
e ¢ el 5 L5 o sl L e
. dig

Gl e el S o J& 4 G,
Sl o e (8 ) B R AL ek L il
b ol OUE e 56T 0,8, s s LT,
o \_,‘)",.1(1. ..... ) L-_,:,_)L.i:.-&..{_-,pa.pﬁ“: 3 Ja
o8 LB Wl 3 L casS sl AN JISLY, s
W Akl G 5306 (¢ ) W I Al ke I,
e 3 i O ) e i 4l A Ve e 4,
HY e (1.... ..)m‘,‘i.-li.-r('-l_.a o 3, Gl L

{8 ) ol 057U ol i ()



15 VAyn Jh;ﬁirré(\)Jﬁﬁpi'bwi_ﬁi&a_,ll:_bﬁl vy
of the Fourth (4th) year of the initia] «xplortion & f A AL ‘L’g; _v‘ti" sadl WM LY o

period, as the case may be. Any expenditure defs - .. . Bk ol et
P eacy by CONTRACTOR at the end of the Fifth | > (0 ¢ &omd ol e ddaal ol &5

{5th} or any ::E:lﬂfdmg thar for the reasons above | iy .y J.,-J i IS VR SN aab:l) o Ll deo d’.l,ll
[ simalarly, result m a payment by CON- ‘ TR I T :
'I}'?*:TCS]I‘ISR 10 EG;‘C of such dcgf:}iimcy- ];mvidcd N _dify‘ M ¢ “:"d“ w—j ﬁﬁ.“r_‘ @U‘ «
this Agrecment 15 still i foree as to CONTRACTOR, W 3 Jotall gzan t--*lif—“ 3 £ sV 0k g
CONTRACITOR shall be enutled to rocover any | b $33)4 ) ol 1:}1;1;_.111 R (o )1_,.\,1_';1;_]1
sucll  paynents as cxploratim  expanditure in the ¢ gl kel as A J:-_-ﬂhl Sl C]J L;L;”.. L—ﬂ E{‘_’:"L
manner provided for under Artide VILin the event | § g3 i, Jyeild b 235Y 3 o b 3,

of devilupmat of commercial production. | € b I AU e b oS o § g J,E o

I case no Commeraal Discovery s established by | ) - I - -
the end of the Seventh (7th) year, or in case CON- w00 G e P ] iz ki b Caf :_,;':m:_-
SN B AF O

TRACTOJR swrenders its oxploration  obligations | . ) ) -
vnder this Agreement prior to such ume, EGPC shall - *:'-r J—3 )\ e gis edoo Al G

not bear any of aforesaid expeeses spemt by CON- | €W 50 4edl JteM] ¢b L LGl {v) r
TRACTOK. | ’ | dl S 5 2 UM S GleWeds Jbo el 3
@) AL Jeast three (3) months prior to the begmiung of Ngral 5, EJ_,S__J‘_)".‘MUL- AT _,-all Na ‘:1

cach ycar or at sl{clh other times a5 may mutually be | ¢ S Jo Jf__;'{ Py W S R VY & P AV:LY £ (,..)
ageeed to by EGPC and CONTRACTOR, CON- [ 0 © 71 " ™0 e
TRACTOR shall prepare am Exploration Work | ¢ dsidly 281 o Lo 3l l:'.u_; g3 g,
Pfﬂmm anl BtmlgCF for th;‘:'!;x.t'cﬂ ﬂ:tlir_ig forth the -L:i L‘_r{:e azlul \L-; ool ~ Ju:tf i:;t:"-*_} J—‘c él.i__,: :‘I‘J‘""f
cxphoation  eperations  which - CONTRACTOR B— . _ . . 11
Profses o cinty out _durmg the {:lL*;Lliltg VAT, Duriug ) *:']L“ L‘.““ dj:h— lr (L:‘H "{Jl‘n d*"h: L’j ..__..;-_in ‘___,}:,P
1]][.'. lax]}h"';l[ill“ PL‘I‘lUd SU.L‘]I WUI-I{ ljllilgllﬂ“"ﬁ ﬂlll] :L:';-l_-f_'lllll_’ J.J'I-“ é‘;_{- EJ___,K: i]nl &__.-:“:; -k:,--“:_ ;):; 1‘#_] ﬁ-t:IL;_’

Boduet shall I at teast  sulficime 10 sasfy GON- | AL B TR RO K
TRACTOR s mumunt exponditure cbhigation for Jel o 1 s G | gAY e ot

thie I}r:riml 11 l'lWl_‘l'ﬂ‘ tilkillg MO cceunl A1 1N civehits dLr- .4:1 JL:C*H\ ._3 .l.-—'Y\ C‘.rl:.]l-.g_ L‘;n 5_;.5“ Oy L_;ngi L3
{11 excess u.'xp*'l_ldlll”'*-‘ﬁ by CONTRACTOR in prior | 325 M Ayl Sles g sl N o (-"J‘l" A1
cxploration porioch o L ' ¥

o A N

The Explorauon Work Program and Budget shal) | o b e - .
e reviewed Dy aJost commutie to be established Ly é_:l? A Jolally dedl 1ol S aid, ami,
LGPC and CONTRACTOR after the Effective Date | JWh 1.100 PR DL P W é\i PR R Py PEVR
ol this Agreceneit. Thus Committee, hereinafier refer- | - o, & L e B L O
11*{] 1#) A5 [I].'l.' "E‘ip}{}mlirm Iﬁ.d\-’iﬂ{}r}r C{}nlmfttct“’ S.hi.l” ‘L‘L #JL-G{ L}:' \E’ lf'_'l JL'E_ L:-'!:'“ ‘#‘ o d..:{d-, u?-:n
E(.’I“f‘iiﬁt "[ (h‘ llmmbﬂrﬂ, 'I‘h.l"{'-c (t%) ﬂf “‘IIUI'II Qh"l" I}E T A :‘:j: L L:a‘,'i 1 L"___, . ‘:1' l_‘: \i‘ * ....“

. : : S - ‘ Iioter TV L
appointed Dy EGPC and Threr (3) by CONTRA- TF"': . . ( )_ U‘ - . 24\
CTOR. The Chairman of the Exploration Advisory | 7 o™ b ey 0 il (am (T') Rt M
Conmitice shall be designated by EGPC from armm;; - oo el T cw e B LYt o

. T . adls § = ['_fnhﬁ - - dy ' by -
the members ?PPU'”F“I bY_ it.  The Exploration E" _:, M0 - _ Ufu‘ ;_J R et
Advisory Committee shall revicw and give sucly advice | ey -'-:‘_{-_U ¥ ‘_)-u“alv TR ALY S -
s M odeems ;lllprﬂpl‘iﬂtc with respect to the proposcd - = L5 Woba o7 WG
Work Pragnam and Budget. Following reviaw Dy | ._i-@" S st Y ey 4- . j_;' SN 4.5:- |} (: 5
the Exploratin Advisory Comnmittce, CONTRA- Slostaadl b Gl o 2 3 Wi e s &5 e
CTOR shall n‘lflkﬂ such revisions as CONTRACTOR | o)l anly it 3 ‘_}.J‘tl- o (A% inlng) ikl 1al,
decms appropriate and submit the Exploration Work S 'I- T - o sley e A -
Prozram and Budget to EGPC for fts appraval. Fol |2 ke hasn Sl La ke Gedlp s dladleeY 22 Jl
lowing such spproval, it is further agreed that
() CONT RACTOR S_hﬂ-" not substantially revise or . - . A RELE

modily sgtid Work I:"mgmm and  Budget nom é'-{ Y B ﬂJJ"’{J‘j"‘! 5 S 51 JJPEJ:,?\J ( ) )

reduce the HPL‘};?V‘*;] E&dgﬂttd expaditare with: | il Slaadl | ase OV Y,y 58 A A, Jad
out the approval o PC: 5 ¢ eVl Oy AP




16

T

(77} In thc event of cmergencies volving danger of
loss of lives or property, CONTRACTOR. may
expend such additional unbudgeted amounts as
may be l,:i—c uired o alleviate such danger, Such
cxpenditure slill be considered i all respects as
exploration cxpenditures and shall be recovered
pursuant to the provisions of Article VII hereof.

CONTERACTOR shall advance all nccossary funds

for all marerials, equipment, supplics, personnd,

admustration and operations pursuant to the IEx-
ploration Work Program and Budgct and EGPC shall

not be responsible ta bear or repay any of the afore-
sald costs.

CONTRACTOR shall be respansible for the prepara-

i andd performance of the Exploration Work I'ro-

gram which shall be implemented m a workmunlike
manacr and i cmisistence with good  industry  pra-
CHCes.

Except as appropriate for the processing of data
and laboratory studics thereon, to be made in spect-
alized centers outside ARE., all  geological and
geophysical studics ax well as any other studics related

to the performance of this Agreement, shall be madc
m the A RL.

exploration opcrations i 1ac AR E. to s technically
comrpetent General Manazer amd Assistant Manageer.
The names of such NManager and Assistant Manayer
shall, upon appeintiment, be forthwith notified to the
GOVERNM ENT and to EGPC.  The Manager and,
m Iy absence, the Assistant Manager, shall be ontr-
rusted by CONTRACTOR with suflicient powers to
carry out imuucdiately and comply with all Jawful
written dircetions given to them by the CGOVIERN-
MENT or its representative under the terms of this
Agrcemant or any lawful regulations wssucd or here-
after o be issucd which arc applicable hercunder.
CONTRACTOR shall supply EGPC, within thirety
(30) days from the end of cach calendar quarter with
a Statemvent of Txplamtion Activity showing costs e
urred by CONTRACTOR during such quarter. CON-
TRACTOR s records and necessary supporting docu-
metts shall be availabie
any time during regulac working hours for three ()
mnls (rom e date of receivinge cachh Statcnuent.
Withm the three (3) monlits frona the date of recerving
such Statement, TOPC shadl advise CONTRACTOR
iy writing if it considers
(f} that the record of costs 1s ot correct;
(11} that the costs of goods or serviees supplied are
not in ling with the intemational market prices
[or poods or services of smular quality supplicd
on similar terins prevailing at the Bme such goods
or services woere supphied, pur"ith{i however,
that purchases made and scrvices  performed
within A.R.E. shall be sabject to Article XXV
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() that the condidon of the materials fwmished
by CONTRACTOR docs not tally with their

prices; ul

(1} that the costs meurred are not reasonably reguir-
cd lor aperaaous.

CONTRACTOR shiall conier wiath EGPC m
connecixne with the problem thus presented, and
partzes <hall atlermpt to reach a sciticment which
s mutedly sausfactory. H within the ume Jinit
of the three (3) months period provided for in
this rareaph, EGPC has not advised CON-
TRACTTOR of its ubjection to anv statemn,
sich stioemant slmll be considered as approved.

(g) CONTRACTTON chall supply ail funds necessary for
it operatiens m ARE.D wunder this Agreemont, in
frecly ceancortible currency from abroad.  CONTRA-
CTOR shalt hiave the nght to buy Egyptian currency
whenever recanred and the conversion shall be made
at the kel hanks m the AR.E. according to the
offictal AR.F. rare of exchange,

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMUENTS

MANDATORY | |

At the cid of the Fourth (Hdh) vear stfier the Bilectve
Late boved, CGONTRACTOR shall relinguish to the
COVERNAIENT o ol of taeaty-Inee (25 percont of
the ongmal Aree not then converwed to a development
[onse e Joosos,

M the anl of the Sxily {(th) year aler the Eliective
ate liercol, GONTRACTOR shall rclinguish an addi
o] twenty-fivee {23) pereent of the original Arca not
then converted to a devdopmeant lease or leases.

Without prejadice w Articles 111 and XX, at the end
of the exploration poriod, CONTRACTOR shall rolin-
quish e rermmamder of the original Area oot teen con-
verted (o a development lease or leascs.

FOLUNTARY

CONTRACTOR may, voiuntarily, durmg any period -

relinguish 2] or any part of the Area provided that at
the time ol such voluntary rchinquishment s hnancial
olhimatons For exploration cxpenditures under Aricle 1V
paragraph {b) have been satistred for such period.

Any relinguishments hereunder shall be credited toward
the mandatory provisions of the above prragraph.

"
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Tollowing Commercial Discovery, EGPC and CON-| -l *‘J e pat o\l S oled LTI
"MACTOR shall mutually agree upon any arca to be 7 Jiel T‘ilt‘ xe S b o, aw 1 Ve 1)

linquished  thereafter, except for the relinquishment ‘ é_
rovided for above at the ond of the total exploration ‘ . . ool lr:_l‘ o* sl Sl
| o
ARTICLE VI ( Lol 20U )
JPERATION AFTER COMM ERCIAL DISCOVERY Gl CLIS W i Cllaal

1} On Commercial Discovery, EGPC and CONTRA- Jslalt, %4y PR S A R g L}c_,,...]fl L (;)

CTOR shall form in the A.R.E_an operating company | -~ .y ,, N e _
which shall be called Egyptian Canadian Petrolewn f;-] :;.Ir; ‘ L’..‘I" ‘:’1-"'-:-;—‘[:[:“, E“:‘dh-ﬁ’ J-(C l'_‘ E)J
Company, hereinafter referred to as ECAPET or as :".'- - '(l'-“.?' l'.'.'l JL':‘.—’_ Jdsal 4:,;_5(_]1 & eIt
Operating Company.  ECAPET shali be subject to .f‘_‘-?m-‘ ol o) C_-E;f-‘- o UV AW N
the Paws and regulations in force in the ARE. to the | o> lf_-_-" v I g’ L;ﬂ 3 U(C . C)‘j o LA
extent that such laws and regulatons are not incon- L;—-_I_JE Aic a5y s U2 2 CE‘-’m 9 C:‘“ Sl
sistent with the provisions of this Apreement or the | 5 o SN L B oL ¢ du o Ty L:';KJ
Charter of ECAPI?T; however, ECAPET shall, for o t'.l s et 20 rﬁ-‘l e e ULE.;‘B'l
the purposes of this Agreement, he exempted fom § - & oF T L Wl LY Lo 1
the following laws and rcgulations ay now or here s “T T2 W M5 Lok
after amended or substituted : é’l P ;1

— Law No. 80 of 1947 on Exchange Coutrol and | ¢ —Lﬂi,_l;allli_'_]l (El:z..\e '.,ﬁivi;_.lh.-l‘;)';jjl,jl —_—
its exccutive regulations, as amended ; sl ey PR DR NI I ,

— fl.:r No. 26 of 195+ on Companics, as amend- | 114 rE:'-EE"‘_,h-g au\ 1o 1:.Jr1fiJ sl

}

Law No 141 of 1963 on Representauon of Enr L,-*Jl‘f‘ J_-{:-:-* Ol g 11y 4 {$4 rij J‘flm —
lem and Workers on the Boards of Comp- ]I "_.LJJ Lot P L ._:_,l:,..;l—.l_} ;_.li;_‘Jl 3 E_,L;}'l

QMICS , j 3
l e oW g
~ Public Sector Unts ; - r

— Law No. Gl of 1971 on the staff Regulauons of U:L-lp." {la. JL"—*’L{ LAYy )y (:;_; ;:._,;l.a!l _
Puplic Companics. |
Presidential Decree No. 1868 of 1974 restric: | |
ting some Contracts of Works of the Govemn- pad 1YL ,ih..h,;r;J % g st u-;J Ji_,; .
ment to Public Institutions and  Corporations L, - ‘ - - v ]
and Public Scctor Units. e sy Alab LS, Sdl e SN JLe e
rpm m . rUCMi
)} The Charter of -ECS?I';l ‘15 herete attached as An- (';) d:dli 3 il 4:-11- G K b (u}
ncx “D”. Within thurty (30) days after the date of | & . n e S _
‘ ] ' O S bt 1AW é_,’t: u Ly {T')«)“DLJD‘ﬂ'-J
Commerdial Discovery, the Charter shall eake effect | N AMEAC 4
and Operating Company shall cutorrmncatly come D L.l.:l. Yad 43 ":-':E:’.] U_J-QJ Lt 1--[‘.‘.“ Jdxc
mto existence, without any further procedures. JJ:LL‘:'"'H dail
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(¢} Nmety (90) days after the date Operating Company
comes Dnte cxisjence in accordance with paragraph |

(d) Not later than the twenticth (20th) day of cach mon-

(¢) Operating Company is authorized to keep at jts own |

(b) above, it shal) prepare a  devclopment Work

Progyam and Budget for the remainder of the year ;
m which e Conmmercial Discovery 1s made ; and
not Jater than the fifteenth (15th) of October of said
vear {or such other date as may be agread upon)

and the fifteenth (15th) of October of cach vear |
thercafter Operating Company shall prepare an an-

pual Production Schedule, Work Program and Bud-
get for the succceding year.  The Production Sched-

vle, Work Program and Budget shaf] be submitted
to the Board of Directors for approval. '

th. Operating Company shall fumish o CONT-
RACTOR a written estimate of its total cash requir-
ements for expenditure for the first half and  the
sccend hall of the succeeding month cxpresed in -
UbS. Dellars, having regard to the approved bud-
oct.  Such  cstimate shall take mto
any cash expected to be on hand at month anl.

constderition

Poviment for the appropriate period of such month
shall be made 10 the correspondent hank designated F
m paragraph (¢} below on the first day and fifteen-
t: day respecuvely, or the aext following business
day, if such day 1s not a business day

cisposal abroad m an account opencd with a corres-
pondent bank of the Misr Bank, Cairo, the forcign
funds advanced by CONTRACTOR. Withdrawals
from said account shall be used for pavment for

goodls and services acquiared abroad and for transferr-

ng (0 a local bank in the AR.E. the required ame
ounts te mecl expenditures, in Egypuan Pounds, for
Opcrating Company m conniection with its activities
urkler thts Agreement.

Within thirty (30) days after the end of each Fin-
ancial Year, Operatng Company shall submit to
the appropriate exchange control authoritics in the
AR.E. a statement, duly certificd by a rmugniicx:]
firm of auditors, showing the funds credited to that
account, the disburserments made out of that account
and +he balance outstanding at the end of the vear.
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ARTICLE VII - l

RECOVERY OF COSTS AND EXPLENSES

(1) Cost Recovery Crude Qi

(i)

(12)

)

AND PRODUCTTION SHARING

Subject to the auditing provisions under this
Agrcement, CONTRACTOR shall recover all
costs and cxpenses in respect of all the explo- |
ration, development and related operations un- |

der tlus Agreement to the extent and out of thur

ty (30) pacent per annum of all Crude Ol
produced and saved from all devclopment lea-

scs hercunder and not wsed 1 petroleum ope-
rations. Such Crude O1il is heremalter referred
to as “Cost Recovery Crude Odl™.

Such costs and cxpenses shall be recovered F
from Cost Recovery Crude Otf m the followmg
mannecr !

Al operating  expenses, ncurred after Ioutial
Commerctal Production, which for the purposes

of this Agreement shall mean the date on which
the first regular shipnient i madc, shall be reco-
verable in the ltaer of the Tax Year i which

such expenscs are mcurred or the 1ax Year in
which Inival Commercial Production occurs.

Ixploration cxpenditures, mcluding those accu-
mulated prior to the commaicenicnt of Inittal
Commeraal Production, whuch for the purposes:
of this Agrcement shall mean the date on winch
the first regular shupment is macde, shall be re-
coverable at the rate of twenty (20) percent per

annum based on amortization at that rate start- |

ing in the later of the Tax Ycar in which such
expenditures are incurred or the Tax Year n
which Tnminal Commercial Production commen-
ces.
Developmau Expendimures, mcluding those accu-
mulated (wior to the commencement of Initial
Commercial  Production shall e recoverable
at the rate of ten (10) percent per aunum based
1 amortization at that rte startrg m the later
of the Tax Year in wiuch such expenditures arve

incurred or the Tax Year in which Timdal Com-
merc:al Production commnecs.
To the coxtent that, m a Tax Ycear, vosts, ex-
penses or expendifures recoverable per paragra-
phs (1), (i) and (1} preeeding exceed the valuc
f 2l Cost Recovery Crude OuU for such Tax
Year, the excess shall be carried lonwiud [or re-
covery in the next sueceeding Tax Year or Years
until fully recovered ; but in no casc after the
termination of thc Afrrccnrcnt, as to CON-
TRACTOR.
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(v} For the purpose of detrminning the classification j
of all costs, expenses, and expenditures for their !
recovery, the following terms shail apply :

. "Exploration Expendimures” shall mean all
costs and expenses for Exploration.

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

3. “Operating Expenses” shall mean all costs. |

cxpenses and expenditures madle after Ini-i

tial Commercial Production which costs, |
expenses and expenditures are not normai- ¢
lv depreciable.

(2) Contractor shall each year take and separately
dispose of all Cost Recovery Crude Oil produced,

(except as provided in sub-paragraph (a) (3) below
of this Article VII) plus its share of the balance
of the Crude Oil as stipulatcd in paragraph .
below of this Article VII. To the stent thai
the value of the Cost Recoverv Cnide Ofl (_as:l_.
determined in sub paragraph (c) beiew) exceed:
the actual recoverable costs and expenditii-s
ncluding any carry forward from paragraph (a; :

(1) {iv) above to be recovered in that year, the
value of such excess Cost Recovery Crude Qil |

acutually taken and separately disposed of hy
Contractor shall be paid by coatractor to EGPC
i the manner set forth in Article IV of the'
Accounting Procedure contaned in Annex “E”, |
and Contractor shall be deemed to have purcha-
sed such excess Cost Recovery Crude Oil. |

(3)  With respect to such excess Cost Recovery Cirude
O1l which CONTRACTOR shail be deemed to
have purchased (per sub-paragraph (a) (2) of this
Article VIT), EGPC shall be entitled to clect cach
year to take up to Onc Hundred (100) percent
thereof in kind and thereby reduce the amount |
to be purchased by CONTRACTOR in the

5aAme pEreem tagc amrenint.

(b; Production Sharing

The remaining seventy (70) pecent of the Crude Oil |
shall be taken and disposcd of separately by EGPC |
and CONTRACTOR in the following proportions : °
Lighty (80) percent for EGPC and twenty (20 per-
cent for CONTRACTOR.
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(c]

d)

(1} TFor the purposes of determining the vatue of the
quantity of Cost Recovery Crude Oit to which
CONTRACTOR 15 entitled harpunder durng
each calendar semester, the weighted average
price realized m freely converuble anrency from
F.O.B. pomnt of export sales by cither EGPC or
CONTRACTOR under all Crude Oil sales con-
tracts currently in cffect but cxcludmng Crude
Oil sales contracts wmvolving barter, whicheves
is higher, to non afblated companies during such
semester shall be used. It is understood that
the case of C.IF. sles, appropriate deductions
shall be made for transport and insurance charges
to calcutate the F.O.B. pomt of cxport price.

(2) If durmg any calendar semcster there are no
such sales by EGPC or CONTRACTOR under
Crude OH sales contracts currently  in effect,
EGPC and CONTRACTOR shall meet and

mutually agree upon the price of Crude Ol to

be used m determining the value menuoned in )

sub-paragraph {c) {1) above. Pending  such
mutual agreement the price used shall be the
Jast price detrmmcd pursuant to sub-paragraph
(c} (1), or under this sub-pamgraph  {c) (2),
wluchever s Jater, and appropriate adjustment
wil be made thercto alter determination of a

mutuallv agreed price by LGPC  and  CON-
TRACTCR. '

Operating Company shall prepare ot less  than
nmety (90) days pnor to the beginmung of such calen-
dar semester following regular production) and fumish
in writing to CONTRACTOR and ECTC a forecast,
sctung out the total quantity of Petmoleum that Ope-
ratmg Company estimatey can be procdluced, saved
arx} transported hereunder during such catendar seme-
ster in accordance with good ol ndustry practices.
Operating Company shall cadeavour to praduce each
calendar semester the forcast quantity. The Crude
Oil shall be runt to storage tanks constructed, main-
z2ined and operated according to Government reaula-
trons, by Opcrating Company in which said Crude
Oil shall be metered or  otherwise measured  Tor

royalty, and the other purposcs requred by this
Agreement.

CONTRACTOR shall have the right and the obliga:
ton to separatdy take and export currently all of
the Crude O1l to whuch it is entitled as 15 determined
51 accordance with sub-paragraphs (3} and b of
tus Arucle. Subiect to payment of sums due EGPC
under Arntcile VII (a) (2) and IX, CONTRACTOR

shall have the nght to retam abrozd all funds acopuir-
rd by 1t abread mcluding the proreeds from the sale
of its share of Cnude 01 exported.
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(a) EGPC shull become the owner of all assets acquired ;

(c)

()

(L)

ARTICLE Vii|

TITLE TO ASSETS

and owned by CONTRACTOR in connection with
the operations carried out by CONTRACTOR or
Operating Company in accordance with the follone-
ng : .

(1) Land shall become thee

praperty of ECPC s
=o0m as it 15 purchased, ’

Thde o fixed and movable asets shali be trans.
ferred automaucally and gradually from COM-
TRACTOR to EGPC as they become subject to
depreciation In accordance with the Prov:stons
of Artude VII; however, the full utle to fixed
and movable aswcts shall be transferred antomasi-
cally from CONTRACTOR 10 EGPC it the end
of the vear when its total cost has been recovere
by CONTRACTOR in accordance with the Pror
visions of Article VII, or at theé time of teemina-
ton of the Agreement, whichever first occurs,

The Book Valuc of the Assets created during cach
clendar quarter shall be communicated by CON-
TRACTOR 0 EGPC or by Operating Company to
EGPC and CONTRACTOR within thirty (30) daws

of the end of eaclr quarter.

(2)

During the terns of thas Agreenient and the retiewil
period. CONTRACTOR and Operating Company
arc atdicd to the full use I the Aorcement Arvca, and
other Arca approved by EGPC, of all fixed and mo

vable assets. CONTRACTOR  and EGPC shall
not dispose of the same except with agreement of the

{ ;lhﬂr ]

CONTRACTOR AR.E.

usc thercm and frecly expaort at the end of such use

may {recly import ‘ato

machinery aul equipment which it either renes or

Jm iIl HCCI}I'(]:ELIIC{‘ '\Vi'th g{){xl i]]dmtr)r pmcticfs_

ARTICLE IX

MGNATURE AND PRODUCTION BONUSTS

CONTRACTOR shall pay to EGPC as a Sigmatuac
Bonus the sum of Five Himdred Thousand (500,000
11.S. Dollars on the Effective Date.

CONTRACTOR shall pay to EGPC  the sum of
Two million (2,000,000} U.S. Dollars as a Production

Barns wlen totad average daily production is sustained

|
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(¢} CONTRACOR shall also

at the rate of ifty thousand (50,000) barrcls per
day for a period of thirty (30) consccutive praducing
Says.

pay o ECPC the addy
tonal sum of Four million (+,000,000) U.S. Dollars
2s a Production Bonus when 1ol average daily pro-
duction is sustned at the rate of one hundred thou
sand (100,000) barrels per day for a periodd of thirty
{30) consccutive producing days.

dy CONTERACOR shall also pav i LGPC the addi-

tional sum of Six million (6,000.000) U.S. Dollar
a5 3 Producton Bonus when toa) average dajly prer
ducton is sustained at the rate of one hundred  andd
filty thousand (150,000) barrels per dav for a petixd
of thirty (30} comsccutive procucing davs.

¢) Both aforesaid Signahure and Production  Bonuse
shall acither be recovercd nor amortized by CON-
TRACTOR.,

1 In the event that EGPC dects to develop anic pagt
of the Arca pursuant to the sole rsk  provisions of
Artcle 11 {c) bereimabove, production from  such
sole nsk arca shall be considered for the pPurposes of
this Article IX anly if CONTRACTOR cxereises
its option to share in such production. and onlv from
the Initial date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

({.ONTRACTOR shall mainta'n an Office in AR.E. at
hich notices shall be validlv scrved.

The General Mapager and  Asgiseznt Maunager shall ke
wusted by CONTRACTOR with sufficicnt power 1o
y out immediately and compiv with all lacal written
cctions given to him by the COVERNMENT or e
wesentative under the termis of this Agreement or gy
«ful rgulations issued or bereafter 10 be ssued which
* applicabe hereunder and not in conflict with thic
reemimuict.

\ll matters and notices shall be deemed 1 be validly
gt which are left at the office of the Generl Maisaceer
which are sent to him by registercd mail to CONTR A.
R’s office m AR.E.

Ml matters and notices shall be deemed 1o be valicly
d which are left at the office of the Chairman of
PG or which arc sent to him by registered mail aq
PC’s main office in Cairo,
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ARTICLE X!
SAVING OF PETROLEUNM AND
PREVENTIOIN OF LOSS

(@) Operatmg Company shall ke all proper measurcs,

()

b |

accardmmg 1o generally accepted methods in use in the

oif jndustry to prevent lass or waste of petroleum above
or inder the ground in any form  during drilling,
prclucing,  gathering and  distributing or stocage
npnmtiﬂuﬂ. The GOVERNAMENT has the right to
prevent any operatton on any  well that i might
reasunably expect would result i loss or damage to
the well or the oil {icld,

Upon comipleton of the drilling of a productive well,
Operalmg Company shall wlorm the GOVERN-
MEPNT or &5 representative of the time when the well
will be testidd and the production rate ascertamed.

]":'n:rr;'i‘.'. m instances where muitiple producng {orma-
tirns m the same well con only be produced econe-

nienflv through a singh: tubing :‘itt'illg., Petrolcum

shall ot be produced from mwiltiple ol carrying
zones through one steng of tuixing at the same times

rxeept with the prior approval of the GOVERN-
MENT o jis representative.

Crperntmey Clompany shall record data egarding tlwe
et talaes o petralemrm and water prodned memihilv
frem envly develoapment Yease, Suceh data shall be
el to the COVERNMENT or s FepeSCniatve on

e il forims provicdded Tor that parpose withe

-

ety (G03 davs alter 315 obtased, Drily or week-
Iv waticties reaarding the production from the Area
chall b available at all reasonable tgmes Jor exainana-
zn by antharized reoresentatives of the GOVERIN-
ATENT.

iy ¢rilling records and the graphic jogs of wolls
st sheoww he quanuty and type of cement and the
amnunt of amv other materials used in the well for the
SHER Shts of pmtccting pc.'trulmm, gas bt:aring or fresh
azler Strata.

Anv substantial change of mechanical conditions |

nf the well alier #s completion should be subject to
the appimal of the Teprseetative of the GOVERN-
MENT. -

ARTICLI. XTIt
CUSTOMS EXEMPTIONS

pGPC. CONTRACTOR, Operating Company amd
their comractors  and subcontractors  angaged in
CArTYIT 0) orerations wnder thas Agreement  shall
he prrmilltd ter import and shall be excmpted from
customs dulies, with respect 10 the imperiaton of
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machincry, equipment. vchicles, materials, supplies,
consumable jtenss, foodstuffs and movable property
when
EGPC, to be used soley i carrymg on operations
under this Agrécment.

Each expatriatc emplovec of CONTRACTOR, and
Opecratmg Company and the said contractors anul
sub-contractors shall be permutted to import and shall
he exempe from all customs dutics with respict o
the reasomable importatan of houschold goods, ttems,

foodstuffs and personal cffects including one automao- |

bile; provided, however, that such  properties are
imported for the sole use of the cmployee and his
family and pmvided. further, that no such property
smported by the employec shall be resold by him in
the ALRE. cxcept 1 accordince with GOVERN:
MENT regulations.

The exemption provided in {a) of this Aruce shail

nat apply to any unported items whan EGPC con
sxlers and shows that items of the same, or substantially

the same, kind and qualtty arc manufacturcd locally
and arc avatable for purchasc and tunely delivery

the A RE. at a price oo I'eher than ten (10} percent
more than the cost of the unported wem before

customs duties, but afeer transportation and Insurance
costs have boen added, |

Any ol the wens imported nto the AR, enher

cxempt. or not-exempt from customs dutics, taxes o
tmposts wder this Artidde may be oxported by the

importing party at any time without the pavment ol
any cxport duty, or impost.

Uscd but servicable materinl, cquiprent and gonds
resutting trom opertions hercuncer may be sold widhin
the ARE. proviied that the purchasers pav the
applicable customs dutics, taxes or imposts, if any

except if sold to EGPC or an affdiated company of
EGPC.

Materiad, cquipment and goods so damaged or uscd.

as to be noa-serviceable and which are chassified by
CONTRACTOR or Operating Company as serap or
junk (any such CONTRACTOR's appraisal heiug
subject o EGPC approval 2nd any such Onrrating
Company’s appraisal  being subjoct to EGPC znd
CONTRACTOR approval} aay he sold as scrap o

junked withour pavment of customs dutics. taxes o
ImpOsts.

certified by a responsible representative of

|
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In the event of such sale under sub-paragraph (c) and

(f) above, the procteds from such sales shall be divided |y o) B e odbandl p55 ¢ Ll (5)5

in the followmg manner :

CONTRACTOR shall be entitled to reimbursement

of s wmrecovered cost, if any, in such material or

cquipment and the oxcess, if any, shall be paid to
EGPC. -

“Customs  duties”, as uwsed heren, shall incdlude all
dutics. taxes or umposts (except those charges paud
o the GOVERNMENT for actual sorvices render
cel), which arc payable as a2 result of the importation
of the itam or fiems under consideration,

There shal be no  heence roguircd, and CONT-
RACTOR and EGPC shall be excmpted from any |

duty, 1y, fec or any other Ixiancial impost n res- |
pect of the export of Petroleum hercunder,

At a rcasonable time prior to the commmcement of
Commercial  TProduction EGPC and CONTRA.-
CTOR shall meet and agree upon a procedure for
scheduling tanker hiftings from  the

agreed upon
point of export.

ARTICLLE XIII

BOQIKS OF ACCOUNT: ACCOUNTING
AND PAYMENT

LGPC CONTRACTOR and Opecrating Company 1‘
shall cacli mamtam at thetr busess officcs 1 the

AR.E. books of account, in accordance with the
Acconnting Prodedure in - Anncx “IL” and accepted

accounting practices generally used in the petroleum
mdaustry, ancd such other books and records as miy

be necessary to show the work perfermed under this

Agrcement, Induding the amount and value of all
Petrolcum produced and saved hercunder. CON- !
TRACTOR and Operating Company shall keep their

books of account and acoounting records in United
States Dollars.  Operating Company shall furmish to
the GOVERNMENT or s representative monthly
returns showing the amount of petrolcurmn producerd
and saved hereunder. Such retums shall be prepared
i the form required by the GOVERNMENT:, or its
recpresentative and shall. be signed by the Geneml
Managcr or by the Assistant Mannoer or a duly
desismated deputy, and delivered to the GOVERN- |
MENT or its representative within thirty (30) davs |
alter the end of the manth covered tn the retwm,

——
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(b) The afonesaid books of accomnt and other books anic

(c)

(a)

h)

records referred to above shall be available at all rea-
sonable times for inspection by duly authorized rep-
resentatives of the GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and

Loss Staterent for the Calendar Year not later than
March 15 of the following year to show its net profi

or loss from the petroleum  operations under this
Agrecment for such year. |

CONTRACTOR. shall at the .samu ume submit

1 year-end Balance Sheet for the same Calendar Year
o EGPC.

ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

CONTRACTOR andfor Opcrating Company shall
prepare and, at all times while this Agreement is in
force, mamntain accurate and current records of iy
opcrations in the Area hercunder.  CONTRACTOR
and/or Operating Company shall fumish the GOVE-
RNMNT or its representative, in conformity  with
applicable regulations or as the GOVERNMENT or
ILs representative may reasonably require mfonmation
and data conceming s operations under this Agree
mcaL

CONTRACTOR andfor Operating Company shall

—

7841 b2y WTa5 5 A LU B, 0.5 ol ot (

<)

|

A SB W P G i Wl LIE LU st P
_ L_,S:J-\ e L&.,o_,nll o s 3..;._;-4_ | 2

SN L L Lt B g0y L i, ()
e WA e b e ey i Y 2
Shleall o 2ebiy el el 2 gls laz

le.: _

. Ol s st ad i

L T B S PR TIC I ird) 31 4,8 —

R VERT FO BERR

save and keep for a reasonable peniod of tinre 2
representative portion of each sample of cores and !
cuttngs taken from drilling wells, to be disposed of
or forwarded to the GOVERNMENT or its repre-
sntative In the manncr directed by the GOVERN- |
MENT. All samples acquired by CONTRACTOR
and/or Opcrating  Company for its own purposc
shall be considered availabe for inspection at anv
rcasonable time by the GOVERNMENT or its ICp-
resentabives. Any such  samples which CONTRA-
CTOR or Operating Company has kept for a peniod
of twelve (12) months without reeeipt of instructions
to fjorward thon to the GOVERNMENT or its
representatives or elsewhere may be disposed of by
CONTRACTOR  ar Operating Company  at its
discretion

Unless otherwisc agreed to by  EGPC, in casc of
exporting any rock samples outside AR.E. samples
cquivalent n size and quality shall before such |

cxportation, be debivered to EGPC as representative
of the GOVERNMENT,
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Originals of records can only be exported with the
permssion of EGPCH provided, howcever, that mague-

d)

tic tapes and any other data which must be processed |

or analysed outside the AR.E. omy be exported if a
monitor or a comparable record, if available, is main-
tained o the ARLE. and provided that such exports
shall be repatriated to A.R.E. on the wnderstanding
that thcy belong to EGPC,

Dhuring the period CONTRACTOR 15 conducting
the exploration operations, CONTRACTOR shall
permit EGPC  through LEGPC’s duly authonzed
represciitatives or employess to have full and compicte
access tw the Area at all  reasonable tmes with the
right to observe the operations bang conducted and
10 spect all assets, records and data kept by CON-
TRACIOR. EGPC's representative, @ exercising
its rights under the preoeding sentence of this para-
graph {c), shall not imntcrfere with CONTRACTOR's
operations.  CONTRACTOR shall provide EGPC
with copis of any and all cata (including, but not
limited to, geological and  goophysical reports, logs
and well surveys), information and interpretation of
such data and other infornmation in CONTRACTOR s
All such data and information shall De

[YOSSCSSIOR.
strtetly  confidential and shall not be divulged by

EGPC except to affifated compamies, or by the GOV-
FRNMENT, without the consent of CONTRACTOR
while this Agreement remains u force.  However,
for the purpose of obtaining new offers the GOVERN-
X'ENT nray show any other party geophysical and
eeological data (the axe of which s not less than one
vear) with respect to the Arca adjacent to thie Arca of

such new (}HC I.

ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entircly and solcly be responsible ’ oF A ag-lye g LEIL A0 Ll 3 hhan g W L

in law towards third partics for any damage caused by
CONTRACTOR’s exploration operations and shal] inde-
maifly the GOVERNMENT  and/or EGPC agamst all

damages for which it may be held liable on account of |

any such aperauons.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GCOVERNMENT

1]l have access to the Area covered by ths Agrecment

and to the operations conducted thereon.  Such represent-

AQves May ExXAmInCe _
LGPC, CONTRACTOR and Operating Company and

make 1 rcasonable mumber of surveys, drawings and tcsts
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»rthe purpose of enforeing this Agreement. They 5115H. I

- tlus purpose, be atitled to make reasonable use of the
. achmnery and instruments of CONTRACTOR or Opcrat
r - Company on. the ondition that no danger or imped
<it to the operations hercunder shall acise directly or
direcdy fromy such use, The GOVERNMENT shall
*demnafy and reimburse CONTRACTOR or Operating
Campany for any loss or damage which may in fact result
“om any such use of said mach:nery and instruments.
ech repreventauves shall be given reasonable assistance
the agmts and employecs of CONTRACTOR or
perating Company so that none of thuir activites shall
ndanger or hinder thesalety or efficieney of the operations
ONTRACTOR or Opemting Company shall offer such
-presentatrves all privileges wnd facitities accorded to ts
' employees in the fild and shall provide them, free
" charge, the use of reasonable office space and of adequ-
“ly fumishicd housing while they arc in the ficld {or the
arpose of facilitating the objectives of this Artidle.  Any
“ad all mformatim obtained by the GOVERNMENT or
s represcntatives under this Artide XVI shall be kept
-nfidential - with respect to the Arca and shall not be
xelosed during the terms of this' Agreement without the
rior wrilten consent of EGPC and CONTRACTOR.

ARTICL XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARALl REPUBLIC GF EGYPT PLERSONNEL

-} It is the desire of EGPC and CONTRACTOR. 1hat
operauons hereunder be conducted in 2 business-iike
and efbicient manper,

(1) The expatriate administrative, professional and
techimical personned  employed by CONTRAC
TOR or Opcrating Comnpany and the personel
of its contractors for the conduct of the operations
hereunder. shall be granted a residence as provid-
cd for in Law No. 89 of 1960 as now amended
the work permit for alicns as provided for in the
Muxsterial Order No. 9 of 1963 as now amended
without prejudice (o the A.R.E. laws and regula-

tivns relating to public policy or public scourity.
(2) A minzmum of twenty-five (25) percent of the

combmed salarics and wages of the expatriate.

administrative, prolessional and technical per-
sonncl employed by CONTRACTOR or Opera-
ting Company shall be paxd monthly in Egyptun
Currency. On final repatriation such personncl
shall have the right to remit abroad i U.S.

Dollars or other currencies the unused porton of

Lgyptran Currency m excess of tweaty-Tive (25)
pcreent of such personnel’s salary.,
) CONTRACTOR and Opcrating Company sha!

cach sclect its employees and determine the number

thercol, to be used for operations hercunder.
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(a)

CONTRACTOR  shall, after consultation with
LGPC, preparesand carry out specialized training
progriuns for all is ARE, employecs engaged in
operations heramder with  respect 10 applicablce
aspecis of the petrofeum industry, |

CONTRACTOR  and Opcratmg Company  will |

wclertake o aplace grdually their  non-cxecutjve _

vapatriate stafls by gualificd nationals  as they are
avatlahle.

Durning the perksd when CONTRACTOR 3 conduc
g Lxploration. CONTRACTOR shall give mutu:
ally rreed numbers of LGPC emiplovees an opport. -
weity te attend and participate in CONTRACTOR s
ad CONTRACTOR's affilzle training prograns
relating to exploration and devclopment operations.

ARTICLE NVi1]

LLAWS AND REGULATIONS |

CONTRACTOR and Operating  Company shall be
el by Livw No. 66 of 1953 ss amanded by Law No.,
S0 of 19530 and the regulation issucd for the imple-
mentation thercof, mcluding the regalations for the
sife el effickent porformance of operations carried |
cat for the execution of thic Agreement and for the
conservistiost of the petroleum resotrees of the ALRE.
jrovided that no regulatvas, modificadon or mter- |
preiation thereol shall be contrary to or nconsistent
vith the provisions of the Agreement.

FGPC and CONTRACTOR shali fe exeropted [rom
el taxes, except as provided i Arviicle 111 paragraph
(f: fur mcome taxes, with respect o0 the extracting,
rodecine, exporting or - pansporting of Pevroleum
hevewnd-r. CONTRACTOR shall also be exempted
Frem anv tax on capital.

The riglus and ubligauons of EGPC and CONTRA-
CTOR nnder, and for the cffective tenm of this Agree-
ment, shall be govemed by and in accordance with |
the provisions of this  Agreement and can onlv be
sitered or amunded by the mutual agreement of the

sand comractmg parties,

The contactors and  sub-conteactors of CONTRA-
CTOR ind Operating Company shall be subject to
the provisions of tlus Agreement which affect them, [
ey shall also e bound by all regulatons which arc |
fduly tssued by the GOVERNM ENT from time to

L.

ARTICLE XIX
" RIGHT OF REQUISITION

[ case of national emergency due to war or imminant
cspeatation of war or mtemal causes, the GOVERN-
A ENT iy requisition all or a part of the production |
from  the Arca obtamed hereunder and  require

.
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Opcrat'ng (Company to increase such production to the
utmost POsstble maximum, The GOVERNM ENT
may als0 requisttion the ol fickd itsclf and, if necczsary,
related facilities,

' In all the cascs, such requisition shall not be cficcted
except dfter mviting EGPG and CONTRACTOR. or
their p presentauve by registered Ictter, with acknow-
ledgeneit of rt:ct‘:?pt, to oipress thar view with res-
pect to Such requisiton.

The wqusition of production shall be cffected by
Minist1al Onder.  Any requisition of the oil ficld
iself, o any related facilities shall be effr=cq by =
Presicential Decree duly notified to EGPC and CON-
TRAGIOR. |

Iin the cvent of any recuisition as provicded above,

the GOVERNMENT shalj indemiufy in fuil EGPC

and CONTRACTOR for the period durmg which |

i regWiISttion is maintaine, mcluding :
(1) Al damages which result from such requiziiion,

(2) Trudd pRyment each moith for all Peigoloom
eacied by the GOVERNMENT loss the roy-
afrn share of such production.

"Howsver, any damage resulting from enemy at-
tack is wot within the meaning of this sub-parag:iily
(dy. Jevment hereunder shall be made  to CON-
TRAC . OR m US, Dullars ranittable abroad. The
pr e I“”J o CONTRACTON for Petrolcwm trken
shall Iv calculated in accordunce with Article Vi

gy 4 (g).

ARTICLE XX
ASSIGNMENT

Either YGPC or CONTRACTOR. shall be entited

to asses M5 Tights, privileges, duties and obhigations

under <28 Agreement, provided that

(1) Iiv assignor shall remin jomty and severally
Jiaxe with the assigne- for the performance of
the obligatGons and dutics of the assignor here-
nnoT.

(2) T~ GOVERNMENT appmval-
metl shall be first ['}]Jtajngd_

Tiv  mnslrument of  assignment must include
proBions satng precisely that the assignee is
bositd by all terms and provisions contained in
ths Agreemaent and any modfication or additions
in ~riting that€ up to such time may have been
maC- A draft of such instrument of assignment
shai be submitted to the GOVERNM ENT for

rexw and approval  before bewng  formally

cx':'l..'-.ltaCd .

to thc assign-

|

—
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@) Il abhgauons of the assignor arising from this
AgCMCIL mugt have been duly fulfilled as of
the Hate such request is made or assignor and
asivnce  Jomtly and severally  guarantee fulfil-
matt o any unfulfilled obligations of assignor
. acovdance with the terms of this Agreement.

i Any asCnt made pursuant to the provisions of

o

. L]
X
L]

this Apwle shall be free of any transfer or related
tanes, (IAVESS or fees. - .

Notwigrandng  the  foregoing provisions of this
Article M ether EGPC or CONTRACTOR shall
be free v 2SN s rights, privileges, duties and obli-
ancler ths Agreement 10 an affiliated come-
wul provided, further that the assignee shall

pam-; " ¥ _ _ -
he as ooMed as the assignor with respect w0 its

aralions

. oamd h ‘] . cerprpnt iy ey |
techimses arvel  financral competence il excepting

asignm S 0 assignees wholly .owmiedd by CON-
']"R'Aml“{ for any of the cnmpnniﬁ; ttﬂinpt‘isin_q
(;Op\rrﬁ-\cron} GOVERNMENT approval to the
assienm shall be first obtaincd. provided alwavs

that 11y A=signor and assignee shall e jointly and
| Hiable.

ARTICLE XX1

severalb

nrracke OF AGREEMENT AND POWER TO

CANCEL

The GOVERNMENT shall have the right to cancel
his Accent by Order or  Prestdential Decrec,

el to CONTRACTOR, in tlie fﬂ“ﬂwh]g

IISLINC™ | _
it - knowmgrly has submiatted an Talse  state-

st Hie GOVERNMENT which were of

with s

m. _ ; . .
" aterial congideration  for the execution of
- \arecment;

() 1f - assims any interest hercunder contran to
i, rovisions of Article XX hereof;

e q - s adpudicated bankript by i court of com:

' . jorischetion

(1 dors ok comply with wiy fimal decision

e~ X6 as the result of count pracecdings coned-

. mnder Article XXTI paragraph {a) Lerr-

Pl

!
el _ '
() Ji meentinally exuvacts anvy mmerml other

1, - Petroleum not authorized by this Agreenient
thoat the authority of the COVERNMENT
~ 0 such extraction as mav be unavoidable
W result of operations comclacied herovnddi
.. ccordance with aceepted petroleum induste
- o and  which shall be notified to the
¢ VERNMENT nr it representative as soon
- sl and |
3 rommits any materiab breach of this Agree-
“ - or the provistons - of lew ™o 65 of 1953,
o rled by law Nowo 86 of 195G, which do
h Npresdy eontrachiet with the provisions of
g~ Yoeemont. Suach canecllation <hall ke
- without prejudice (0 any richs which MV

L vemed 1o the GOVERNAIENT aguinst
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CONTRACTOR in accordance with the provi-

sions of ihis” Agreenent; and, in the event of
such cmerllargn, CONTRACTOR shall have
the right to remove frern the Area all it perso-
nal property.

{is

L I

If the COVERNMENT deems that ane of the afore-
said cauws {otheF than a force mijoure cause refe-
rred 0 i Article NN hereof) exists o cancel this
Agrecieng, the GOVERNMENT shalt give CON-
FRACTOR minety (M) davs writen nogere P rson-
Ally servad vt CONTRACTOR Generad Maager i
the kegally of fical mannes  and receipt of which is
acknowledged by, him or by his legal agonts, 10 reme
dy and remone sach eause, bug §I for v reasom such
scrviee 15 impossible  duce to wmotificd change of
address, publication i the Official Joumal of the
GOVERNMENT of such noticé shall ix: consiclered

as validly served upon CONTRACTOR.  If at the

cud of the said nincty (90) days notice period such

cause has not been remedicd and removed, this Agvee-
rent nay be cancellid forthwith by Order or Preside-

enttal Decree as aloresuid, provided, hawwever, that if
siwch ciuse, or the failure remcdy or remove such
cause, yesults from any act o omission of on ALY,
cancelation of tus Agreenwnt shiadl 1 offective orthy
as agmnst that pacty wnd noe se amainst e ol
party hereuo,

CONTRACTOR shall Iy

:l”utu'{l 101 10 30y g Ihcil'

helongings fromn the Aféy of any lease cancelledbore-

under after serting all claims due 1o the GOVIEERN-
MENT.

ARTICLE NXI1

FORCE MAJEURL,
The  noperfornaice or delay in porformunee Ly
LUPC and CONTRACTOR, or cither of them, of
any obligation under this Agreement shall be excu-
scd If, and o the extent that, such non-performance
or delay is caused by foree majeure.  The perind of
anny such non-pedformance or dedav, logether witl
such period as may be necessary for the restoraton
of any damage done during such delay,  shall e
adkled to the time given in this Agreement for e per
formance of sul obligation and for the performance
of any obligation dependent thercon and conscgucntly

to the term of this Apreement, but only with respect
tu the block or blacks affccted.
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(b} “Force Majcure”, within the meanig of this Arti

cle XX1I1, shalt.be any order, regulation or direction
of the GOVERNMENT of the ARAR REPUBLIC
O.F LGYPT (or the GOVERNMENT of CANADA
w.‘t_h‘ respect to CONTRACTOR) whcther promaxlga-
ted in the form of a law or otherwise, or any act of
G:D(I, HISUTTCCion, Tiot, war, strike, and other labor
disturbances, fires, floods or any othcr causé not

duc to the fault or negligence of EGPC or CON-
TRACTOR or either of them, whether or not st

!'nilar to the foregomg, provided that anv such cause
is bevond the reasonable control of EGPC and CON-
TRACTOR, or cither of them

{¢) Without prejudice to the above and except as may

be otherwise provided for herein, the GOVERN-
MENT shall incur no responsibility what socver to

EGPC and CONTRACTOR, or either of them for
any damages, resgictions or loss arising L conse-
quenice of such case of force majeure, except a force
majcure caused by the order, regulatious or direction
of the GOVERNMENT of thc ARAB REPUBLIC
OF EGYPT.

(d) 1f the force majcure event occurs duriug the initial

exploration period or any  extension thereof and

continues i effect for a penod of  two (2)  vears,
CONTRACTOR shall have the option UPOT niNCty

(70) davs prior written notice to EGPC to terminate its

obligations hereunder without further liabality of any
kud and if sull in force, the Guaranty comtained

v Anncx hereto shall  be automaticaily

cancelled and EGPC shall so notify the Bank to
rcjease the Gnaranty., |

LY o -3+
L

ARTICLE XXXIII
DISPUTES AMND ARBITRATION

(a) Anv disputc ansng between the GOVERN-
MENT and the parties hercte with respect te the
mterpretaton, application  or cxecution  of this
Agrecement, shall be referred to the jurisdiction of
the appropriate A. R. Ii. Courts and shall be finally
scttld by such courts.

(b} Any dispute ansmg between CONTRACTOR and
EGY’C in connection with the present Agreement shall
be finally scttled by arbitration. The arbttration
shall be held m Stockholm,; Sweden, and conducted :n
accordance with the Rules of Conciliation and Arbi-
tratinon of the Intemational Chamber of Commerce.
In the event of no provisions being made i these
Rules in certain cascs, the Arbitrators shall establish

their own procedures.
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The arbitration shall be mitated by either party | &b~V sy, lgoJ'b s Of ookl e Y (=)

giving naotice to the othtr party that it elects to refer
the dispute to arbitration and that such party (here-
mafter referred to as the “Farst Party”) has appomied
an Arbitrator who shall be identified in said notice.
The other party {(hcaemafter referred to as the
“Sccond Party”), withm fifteen (15) days, shall noufy
First Party 1n writing, identifying the Arbitrator that
it has selocted.

I the Sccond Party  does not appoint  its Arbitrator
as aforcsaid, the First Party shall have the right to

apply to the Court of Arbitration of the International

Chamber of Commerce to appoint a second arbitra-

tor. The two arbitrators shall, within thirty (30)
days, sclect a third  Arbitrator, failing which the

third Arbitrator shall be appomuoed by the Court of

Arbitration of the Imtermational Chamber of Com-
meree at the request of either party.

The thixd Arbitrator must be a citizen of a country |

other than the AR.E. or Canada and a counuy
which has diplomatic relations with both the ARE.
and Canada and shall have no economic interest in

the o1l business of the AR.E. or Canada nor the
signatorics hereto.

”~

Ihe partics shall extend t the Arbitration Board
all facditics (including access to the petrolecum opera-
tons) for obtaining any information required for
the proper delcrmination of the dispute.  The
abscnce or default of any party to the arbitration
shall nat be permunted to prevent or hinder the
arbitration procedure in any or all of 1ts stigcs.

Pending the decision or award, the operations or
activites which have  given rise to the arbitration
need not be discantinued.  In the event the decision
or award recognizes that the complaint was Justified,
proviston may be made therein for such reparation

2s may appropniately be nade in favor of the
complamant.

Judgerment in the award rendered may be c¢ntered
mn any Court having jurisdiction and application may
be made in such Court for a judicial acceptance of
the award and an order of enforcement, as the case
may be.
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The partics desire  that, wherever approprate, | Jo lag o ‘-Eia—:ﬁ s oLl aad ol g sl Y s 5 (%)

decisions and awards shall specify a time for com-
pliance therewith. -

The provisions of this Agreement relating to arbi-
lration shall continue in force notwithstanding the
termination of this Agreement.
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(4} Thc rights, dutics, obligations and liabiities . respect

(¢} The parties comprismg the

(k) PRINCIPLES OF GOODWILL — The ssgnatorics

base their relations with respect to this Agreemcent
on the principles of goodwill and good faith. Taking
mte account their different nationalities, this Agree-
nent for such arbitration, shall be given effect and
shall be interpreted and applied in conformity with
prociples of law common: to the AR E. and Canada
and in the absonce of such common principles then in |
conformity wxath the pnnciples of law normally
recognized by civilized nations m general, mcluding
thuse which  have been  applied by International !
Tribunals.

ARTICLE XXIV
STATUS OF PARTIES

of EGPC and CONTRACTOR hercunder shall be
several and not jomt or collecove, it being under-
stord that this Agreement shall not be construed as
constiluting an assoGAUcN Or Corporation Or parmer-
ship. |

(0} Asamcra Oil Corporation Lid. shall be subjeet to |

the laws  of Canada, and Canadain Supcrior Oil
Ltd. shall be subject to the laws of Canada regard-
me thelir legal status or creation, organization, charter
and by - laws, shiarcholding, ownership. CONTRA-
TOR's shares of capital which are catircly  held
abroad shall not be negotiable in the AR.E. and
shail not be offered for public subscription, nor shall
thcy be subject to the stamp tax on cap#al shares
nor any 'tax or duty mm the ARLE Asamen
Oil Corporation Ltd., Canadian Supenior Oil Lid.
shall cach be exempted from the application of law
Nu. 26 of 1954 as amnmended and from law No 9

of 1964. |
Contractor shall be

jointly and severally lmble to EGPC and to the
Govermment for Contractor’s obligation under this

Agrcement.

' ARTICLE XXV
LOGAL GONTRACTORS AND LOCALLY |
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the
case may bc, and their contractors shall : |

(@) Give priority to local contractors as long as their
priccs and performance are comparable with mnter-
national prices and performance. CONTRAC
TOR and Opcrating Company shall, howcver,

subject to the preceding sentence, be exepted trom
the provisions  of Presxdential Decree No. 1868 of

1974 as amonded
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) Give preference to Jocally manufactured material, |-

equipment, machinery and consumables so long as
their quality and time of delivery are comparable
to wmtcrmationally available materials, equipment,
machimery and consumables, However, such mate-

rial, equipment, machinery and consumables may
be 1mported for operations canducted hereunder if
the local price of such items at CONTRACTOR
or Opcraung Company’s operating base in AR .E.
1s morc than ten (10) percent higher than the price
of suclr imported items before customs dutcs, but

after Transportation and insurance costs lave been
addced.

ARTICLE XXVI

ARABIC TEXT

The Ambic version of this Agreement shall, Iefore
Courts of AR E. be referred to i construing or inter

tug this Agreement; provided, however, that in any
tration pursuant to Article X111 hereabove between

PG ad CONTRACTOR the English version shall
be used to construe or mterpret the Agreemant.

ARTICLE XXVII
GAS

Il Cax s produced or is canalle of heing praduced

the Arca, ZGPC and CONTRACTOR shall study,
nssible cconomic altematives for its Lsce and decide on
st alternative for EGPC and CONTRACTOR
¥. The cost and expenses n the ficld of prbclucing

sociated gas shall be recovered in accordance with
o Recovery punciples of Article VII. Produc

slearing principles of Article VII shall apply to the
- of associated and nom-associnted gas i sold for

s and not used in operations, flared or re-mjected.
ver, any  Gas pot exported outside AR.E. n a
~or solid state, or not used in opcrations, (includ-
sinjection), shall remain the praoperty of the Statc
my be utilized by EGPC and EGPC shall not be
ior payment to CONTRACTOR. of any costs or
¥S respecting any past operatioms of CONT-
‘OR related to such Gas.  Under no circumstances
INTRACTOR be responsible for or bear any cost
1

:penses ncurred for utilization of Gas used intem-
i[hc AR I
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ARTICLE XXVIII l (02,15 Tl a4
GENERAL s o F

The lrcadings or ttles to cach of the Articles to thes cm sl L. T LI N U T
sgreemont are solely for the convenicnce of the parties PR 1L D (P LI PRIRPR T Wy N P R BN I DO

ereto and shall not be used with rospect to the inter- | -V lads ) AR PS> yos (3 JasiadVy 3N ;_i'i_,l-"ﬂ
sretation or construction of said Articles.
O g ol g dadd] 55LL
ARTICLE XXIX ﬂ (057053 )

WaW( s  a  ~) S slF
APPROVAL OF THE AR.E. GOVERNMENT SR lp'{ T (‘E’ ( y @ ﬁm - oS
This Agrccment shall not be binding upon any of the d_ ‘?{ JL"’.“JJLG h“"_" “ ‘n-l-#l;,_] L
partics hereto unless and until a law is issued by the comr C:"J:‘U.!J".ﬁ{j.!}dfﬁ_ ( E (- E)r..;‘l;f' _)bli:»-j&ﬂd_y\’ﬁ-n:

netent authoritics of the ARE. authorizing the Minis- R o1y g Glls 4 Sl odn fo gy g ASEW n o
ter of Petroleum to sipn said Agreement and giving this

Agrcement full foree and cffect of law notwithstanding (‘_:;_f."“”.-’(‘ O T S Ly G_r:; gl oo

any countervailing governmental enactment, and the Agr- _ - Jolal, sl S e Y
remnent is signed by the GOVERNMENT, EGPC and
CONTRACTOR. o
ARAB REPUBLIC OF EGYPT Al pas g
BY - \po
EGYPTIAN GENERAL PETROLEUM Jord L & ual) 2ed)
CORPORATION i |
s
BY - o
' 2 ey S boob Ll
ASAMERA OIL CORPORATION LTD. | Lo ot
- ‘o
BY |
CANADIAN SUPERIOR OIL LTD. 328 Byl ops g (h2S

BY - W P72
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ANNEX “A”

DESCRIPTION OF THE AREA,

Amnex "B” is a provisional dllustmtive map of the

(1)l

bl (o,

scale : 1, 500,000 including the arca covered and affocted | €777 Y £ OB Lag Ll 2 () el

by this agreement.

This arca micasures approximately 2000 kms® and s
vompascd of all or part of 30 blocks, cach cemplete block
of which i six (G) minutcs lattude by six (6) mnutes
longitude, opprox. onc hundred (100} kms® of surface
Arca, nore or less.

Itis 10 be noted that the delincation  lnes of the
ndividual exploration blocks m Annex “B” arc mtendd e
o be only iljustrative and provisional and do not show
accurately their positon in relation to oastmg  monu-
ments and geographical features. -

The area is bounded by a group of straight Iines,
txeept wiere the High tide water e of the wCsterm

shore of the Red Seg is compasiig the connection hetween
ui:}r Ewo pt':ijlts theremn. |

Coordimates  of the comer  points of thc anca are

siven i the lollowing table, which forms an ntegral part |
of Annex "A"!L".
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AR.E ; EGPC, ASAMERA AND

CANADIAN SUPERIOR PEATROLEUM
AGREEMENT IN HURGHADA ONSHORE AREA
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LETTER OF GUARANTY ]
14V — as, »U
Ca‘ro, 197
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LTTER OF CUARANTY No.

FOYTEIAN GENERAL 1‘! TRALLEUM LURP()RJ\-
¢ JRON

CHUena,

The Undersigaed,  3isr Bank,  Cairo, as Guioantor,

rehy guarantons to the ]...,tlptl ul CGeneral Petroleum
mpﬂldtmn (]ul'm vler referied 0 s ICPC) 10 the
it of Sixo Atillion (G000} Dollaes ULS. currency
in. pPorforanes by Asamera QI Corpuration  I.td,,

anacdian "'Sulnlﬂ'l OII Loell (hercimfuer veferred 1o s
{ [}Nlﬁhhf IORY of 1 ”"":lrru:-_. regpurcd for explor-
At operztkns to =pend o i of Six A 50n
L.000.000) US, Dollars durmze the mitiad Four (4) veary
of the explor: ,[" i prreet under Article TV of that cortam
Concession - Ag vemart (b reinafter relerred w0 ng the
CAmrenent”) coveritg ihat Area described 15 Anneses
A T and UL oF sond Agreemweni] by and hetween the Arab
iLepahlic of 7 Pt (heveanfier
PO and COXNTRACTQOR,

I is tudersie wb dbat i Cosracts o die Rabiliyv of
e Caenmier Tewensder shiall b veduced  guarterdy
duing the el of ecxpendnure of said Six Million
IR0 TN Daollars h U snouns of moncy expend-
e Iy ( ONTEACTOR for sich explortion durmg cach

s quarter. Sach such yeduetien shall be established by
tlar jHiHl Wit s alcinei ﬂ!] As P{. aml( ONT'RACTOR

In the cent of @ claim by BGPC of non-performance
or surraider of the Agrecment e (e part of CON-
TRACTOR piir o the ulldiment of xaid minimum
siprnditure ol gaton under Aviicle TV of this Agrecment
there shall b e Jabibty on e sndersigned Guaranior for
pavinent o BGPC vless and antil such Jiability  has bean
estallished iy written statoment of B0 scttmg forth
the anwamt :'iur under the Asreement,

It is a furher condition of this Letter of Guaranty

| VT |

1) This 1ctter of Guasmey: will Imumcawl.tblcnnly
prm,-ld a  chat the (‘u:u*anior will have bheen

wriing by CONTRACTOR and
ECPC that the Agreement hatwean
TRACTOR, ARJ. and EGPC has become
cffectice according 1o 1S tenns, :m{! said Gua-
ranty izl hecome cffcctive on the Efiective Date

rererred 1o
cdated

informd n

“ARLE). |

|
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of saic Agﬂ:cnamt
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2} Thus Letter of Guamtysha]l in any e.vmt, auta-
ﬂlatJ.CElUy E:hpilrl: -~

a} Four (4) }'ea.m .and SEX (6) months aftcr the

date 1t bccnmes cffnc:uvc, or -

b) atsucht::mqﬂsthc@ml of the amounts
- shown on quarterly jont statements of EGPC

and GCONTRACTOR equais or exceeds|

the amount of md minimum expendiiure

zrichever obligalon is earlier.

3) Conscquently, any claam in respect thercof should
be made to the Guarantor prior to aither of saad
expiration date at- the “latest accompanied by
EGPC's wntten statement, sctting forth, the
amount of under expenditgre by CONTR&C’I‘
OR to the effect that -

CONTRACTOR bas failed to perform its expendi-

turc obigations referred o in this Guaranty, and

CONTRACTOR has failed to pay the t:xpmdmirc

‘defiaency to EGPC.

We declare that on isming thie Guaranty we did not

ced the limat of total guaranties which we are entitded

ﬂwnspchamstrynfEamﬂmyslcttcrNﬂ
d BRI §° 7 A

Jease return to us this Letter of Guaranty in the event’

s not become effective, or upon the expiry date.
| Your faithfully,

) For the Misr Bank

Accountant Moanager

f Ty
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- ’(_JHHRTER OF
_,GEPTIAN LANADIAN PE’I'ROLEUM CDMPANY

. ..:1:-"

© ARTI CLE I
A jomt stock -comn

pany hawng the nationaliy of the
ARAB REPUBLIC OF EGYPT shall be formed with

the authorization of the GOVERNMENT in accordance
with the provisions of thL Agr:cmml: referred to below and

of this Chal‘t{:r

The campany ::ha.ll be mbjmt to all laws and rtgula !
uons 1n force in the ARE., to .the oxtent tha” such Laws

and regulations arc not mmnmﬂlt with the provisions
of this Charter and the Agreement referred to below, - |

o

A'R_TICLE g _
The name of the Company is “Egyptian Canadian Pe-
tolcum Company™ abbreéviated as “ECAPET™

ARTICLE 11T

'I'ln: Head Office of LCAPhT shall b¢ in the A R.E,
m Cano. | !

-}

.ARTICLE IV

The object of LCkPET Is to act as the agency through
which EGPC. and ASAMERA OIL CHORPORATION
LTD., CANADIAN SUPERIOR QIL LTD. (hereinafter
rcfcrmd o jotly as “CONTRACTOR”) carry out and
conduct the Development Opcrations required in accord- |

ancc with the provisions of the Agreement signed on the
| | day of . . - 197
| Iw and between: the ARAB REPUBLIC OF EGYPT the
EGYPTIAN CENERAL PETROLEUM CORPORAT- l

1ON and CONTRACTOR covenng petrulcum npcratms
1t H:urglmda Atca described thm'm S

ECAPET shall dlsﬂ be the agoncy tw carry out and con-. |
duct exploration opcrations after the date of Commescial
Discovery pursuant to Contractor’s Work Program and |

- DBudget apprnvcd m, aacordam,.. with the Agmcnmzt

) i
-

ECAPET sha]l ku:p IHCM nf costs, npmscs and cx-
penditures for such operations wnder the terms of the Agree
mmt and Amm{' “E" th.r::mtﬂ » .

.-...,..l-

ECAPLET ::.ha]l ot mgagc 0 any buamm or undm'takc
a.uy activity bcyond thJ: p:rfmmancc of smd operations.
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ARTICL}:. \

The authorized mpttal of ECAPET w twcuty thousand

pounds Egyptian (L.E. 20,000) divided into five thousand
(5000} shares of common stock with a value of four pounds

Egyptaan (LE. 4) per share having cqual thg rights.
f ully pmd up :mci non-asscssable.

EGPG ‘and CONTRACTOR shall cach pay for, hold

and owa, throughout the life of ECAPET rclerred to adove |

onc-half {14} of the capital stock of ECAPET provided

that only in the event that either party shonld transfer or |

assign all its rights, title or intcrest in the entirety of that
Agreement, may such transferring or assigning party tran-
sfer or assign any of the capital stock of ECAPET and, in
that eveat, such transferring or assignng party-{and its

sccessors and asslgns) must transfer and assign a stock |

interest m ECAPET equal to the ‘transferred or assigned

percentage. of ownership interest in the entirety ‘of the |-

l

Agreement referfed to.

—y

ARTICLE VI |
ECAPET shall not own any nght _tie, - interest, or

cstate mn or undey t!i:,Agrccmmt Or in any development
lcase created thereunder or in any of the petroleum  pro-
duced Irom any exploration block or developrment lease
“arca thereunder or i any of the assets, equipment or
other property ebtamed or used m connection thorewith,

wnd shall not be obligated as 2 principal for the financing

or performance of any of the duties or obligations "of 1

cither EGPC: or CONTRACTOR under the Agreement.

LCAPET shall not makﬁ any profit from any source
wha.twcr .

-~ ARTICLE Vil

L(APET -;hall be no more than an agent for EGPC
and CONTRACTOR. Whenever it is indicated herein
thay ECAPET shall dccide wke action” or make
a propasal and the like, it is understood that such decision |

or judgement is the result of the dedsion or judgement of
CONTRACTOR, .or EGPC and CONTRAGT OR, as

may be mql.urcd by the Agrecment.

"ARTICLE VIII .

ECAPET sahll have a Board of DII‘CCIDJ'E mnmng of
eight (B) members, four (4) of whom shall be designated
“GPC and the other four {4) by CONTRACTOR. The
Chaiiman-shall be designated by EGPC and shall also
e 2 Manaping Director.  CONTRACTOR shall df'stg

hate the General Managt:r who shall also be a Mana mnz
irgctor.”
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ARTICLE IX

Mectngs of the Board of Dircctors shall he valid if o
majority of the Directors are present and anv decision

taken at such meetings muse 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
bv another Director.

ARTICIE X

General meetings of the sharcholders shall be valid if |

n majority of the capital stock of ECAPET is represented
thereat.  Any decisions taken at such meetings must have
the affirmative vote of sharcholders owing or represent-
mg a majority of the capital stock, |

ARTICLE X1

The Board of Directore shall aprove the regulations
‘vovering the terms and conditions of employment of the
pesonnel of ECAPET employed directly by ECAPET,
and not assigned thereto by CONTRACTOR and EGPC.

The Board shall, in due cowrse, draw up the By-Laws [

of ECAPET and such By-Laws shall be effective upon be-
ing approved by a General Meeting of the Sharcholders,
n accordance with' the provisions of Article X hereof.

ARTICLE XII

ECAPT shall come into existence within thirty (30)
davs after the date of Commercial Discovery as provided
for in the Agreement

The duration of ECAPET shall be for a period equal to
the duration of the said Agreement, including any
renewal thereof. -

It shall be wound wp and liquidated if the Agreement
referred to above is termmated for anv reason as provided

for theremn.

EGYPTIAN GENERAL
CORPORATION

BY :

PETROI.FUM

ASAMERA OII. CORPORATION 1.TD.

BY -

CANADTAN SUPERIOR OI1. LTD.

BY] -
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ACCOUNTING PROCEDURE | PP fLLzJ' )
ARTICLE I (,_;_m;.:u'.)
C:ENERAL PROVISIONS wle G-]

Definitions - | Fasda: i (V)
The defuutions contained o Areide | of the | (i 1_,33114_.1,,1 oLt iy RS ;
Concession Agrecoent shall apply to this Accounting 3 f A BLLS J'UI 4 ol
Procedwre and have the same meaming. -Certan ac- - AL G J-q-"u‘t fu=-|

counting terms herein used are defined as follows : -
- {1) “Agrecment” means the Concession Agreement
| of which this Annex s a part.
“Non-Operator™ means the partics. to the Agree-
ment other than CONTRACT OR when it 1s

perlorming  work

(2)

. latements of A clivity :

A, CONTRACTOR or Operatmg Companv, 2s
the case may be, shall, pursuant to Article 1V

of the Agreement, render to Non-Opetator with

in Thirty (31) days of the end of each quarter
a Statement of Explomton  Activity reflecting
all charges and cvediss. related to the Exploration
ﬁl}udliutﬁ fur that quarter sumunarized by ap
propriic clissilications 111-:1.::1{:1:{: of the nature
thereof.

B. Opcraung Company shall render to EGPC and
CONTRACTOR within thirty (30) days of the
cnd of each mouth a Statement of Development
Actvity reflecting all charges and credits related

to the Development operations for that month
summarized by appropnate dassifications indica-
tive of the nature thereof except that items of

‘controllable material- and unusual charges and
credits shall be detaded.

Adjustmenis and dudits :

A. Each Stavement of Exploration Activity shall
conclusively be presumed to be true and correct
after three (3) months following the receipt of
each statement by EGPC unless within the said
three (3) months EGPC takes written cxeepiion
thereto pursuant to Article IV (f) of the Agree
ment. During sard three (3) months period sup-
porting documents will be available for mspec-
tion by EGPC during all working hours. CON-
TRACTOR will have the samie audit rights on
Operatng Company statermnents as EGPC under
this sub-paragraph.
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Lo All stuements of Activity for Dovelopment for ‘
any Calendar Year shall conclusively be presumod |

10 be true and correct twenty-four (24) months

following the cnd of any such year unless within
(the siud twenty-four (24) montlis period EGPC

or CONTRACTOR takes written CXCCPLI

thereto. Pending expiration of said twenty-
[our (24) monts EGPC or CONTRACTOR or
hotle of (hene shall have the right 10 audit Opera-
teng Company accounts, records and supporting
documents for such year in the same manner
as pravided in Artacle 1V (f) of the Agreciuent.

(Currency Fxchange :

CONTRACTOR’s books for Exploration and Opear-
ting Company hatks for Development and Explora-
shall he kept in the ARE. in US.
All TS, Doltar expandstures shall be char-

ey, 3 oy,
Dollars.
gd i the amoune expended.
cxpemctilores shall be anslated to ULS. Dollars at the
e fMicanl boving rate of exchange ssued by the Central
Tl ol 2
rt;I].-mllllu. < atre recended, and Al other

evnt on the Inst day of the month m which
non-U.S,
Dbl ox penditures shall be translated to ULS. Dollars
at the hinvng rate of exchange {for such curreney as
cpueated by Natiomal Wiosunmster Bank Limited. Low
don, at 10
mcih 1 which expeadiaues are recorded. A re-
coadd sl B kept af the exchange vates used n trans-
g Farvpitan Pouds or other non-U.S. Dallar
expenditeres to Dollars.

Precedence uf Docurnents -
In il eveit of any meonsisicney ar conflict  bet-
ween the provisions of this Accounung.  Procedore

aned the provisions of the Agreement treating the same
differentlv, then the proviaons of the Agree-

meni shall prevail.
[revision uf Adccounting Pracedure
By mutual agreement between EGPC and CONTRA-

CTOR. this Accounung Proccdure may be revised
fronn Ume o dame in the hight of future armangemaents.

No Charge for Interest on Investment :

Wyt ae b Sivy d (1), K48 .am__::.,__.__._,u ods ol
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ARETICLE ()

COSTS, ENPENSES AND EXPENDITURES -

Subject tor (he provisiens of 1ln- Agreement, CONTRA-

CTOR shall alime hear and, divecily or through Operating

Company, pay the folknwving costs expeises, whach costs

sud cxpenses shall Be clasaficd and ireaded m accorcinicoe
with Article VI of ti Arrecimet-

I.

Surfuce Rights - _ ‘

All direct cost attribugtabile to the acquisition, rencwal

or relmquishmaent of sirface rights acquired and main-

tamed m force for the Area,

2. Labor -

A. Salarics and wages of CONTRACTOR s or Op-
crating Cump..uw s employces, as the case nay be.
directly engaged In the various activities under
the As.:mm::m including salaries and waeces pai
to grologists and other ciuplovers who are sem-
porarily assigued to and enployed in such act:- ’
VILICS,

5. Contractor's or Faapetr's costs of holiday, vaca-

tron, ackness, disabil’tv benefit, Inving and hous-

mg allowances, tanvel  time, bomuses and other
cwstomery allowance applicable 1o the @alarics
and wages vider sab-pacagraph 2.A, 9,11 A and

11.00 of Avtede 11,

raph 2. B shall 1,- 7
amourt of alaries and wages chargeable wuder

Crost under ths sub-prrag-

irty-five (35) peraent of the

sulbrparngraph 2. A anad paragraph 9 and

sub-paragraph 11. A and 11. C of this Artide

IT for expatriste emplovees and on a basis simi-
Jar 1o that prevailling i Oil Companics operat-
mg i e ARE. for national emplovees.

C. Costs of expenditures or contributions made pur-

suant to law or assessments impnsed by govern-
mantal authonsy which are applicable to Jabor
nost of sdaries ind wages as provided wnder sulr

pavagraphs 2. A, 2B and Pampraphs 9010 A
md ., C of this Artice T1.
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3. Iruplovees Benefuts -

4.

Campietar’s or Eeapet's cost of established plans
(or cmployces group life msurance, hospitaliza-
Lion, pensio, Tetirement, stock purchase, thrift
atid ouwer bhenefits of a like nature.  Costs under
this paragraph 3 shall be Twenty (20) pereent
of the nmomt of salarics wndd wages of expatriate
cployres and on a basis similar w that previsl- |
mer an Nl Compantes i ARE. for aational coy
ples e ol ax elgorsenhle under subrpnocggph
. f"l.‘ ITUR IS TNTNTTATY Y PR T 3N NN GRPYTY B [N T LA Y
Avlwide 18 Ivivaimn e CE R ARLLL IR EERS PHYRTIRY Y Rt
[ezed e applnd o pavrddls whach will equal an I
aireamt cquivalent to the maximum liabiliey for
severattce. payments as required by the obix-
tons of the Opcrator under the ARE. labor
Lavw,

Muatevial -

Saterial, - equipment and supplies purchased or furui-
shed as such hy CONTRACTOR or Operating Coms

pany,

Jﬂ-‘

Alateriil. cquipment and supplics purchased  <hadf
be at price paid by CONTRACTOR or Operating
Compuny aller dedduction of adl diseonnits actinly

Pureloses

i i\'t‘l l
13 . Mairrial Furnished by CONTRACTOR
Material  required for operations shall e pur-

chised directly whenover  practicable,  oveept

that CONTRACTOR may furnish such material
[roaa CONTRACTOR s affiliates stocks outside
the ARE, under the foliowing conditions

Nrw Al aterial (Condition “A™)

(1)

New matenial transferred from CONTRACG-
TOR’s affiliates warehouse  or other properties
shall be pnieed at cost, provided that the cost of
material supplied s vo higher than micmationsl
prices for material of similiar quality supplicd on
stular terms prevailing at the time such material

was suppixd.
Used materiul (Conditions "B and “C™)

()

(2)

Matenal winch s in sound and serviceable |
conditicn and 19 suitable for re-use without
recanditioning shall e clussed as Condition
“B” and priced at seventy-five (75) percent
-of the pnce of now maternial. -

(b) Material which cannot be dassified as Cou-
Jiten “B”

Intt winch iv serviccable for original
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function but substantially not suitable for

rcconditioning, shafl be classed as Condition
“C” and priced at fifty (50) percent of the

pricc of new nrtcrral,

(<)

at a value commensurate witly 1ts usc.

W

Warranty of Ml erialy

RACTOR

CONTRACTOR docs not warrant the mate-
il fusushed bevond or back of the dealer’s or
mandacturer’s  wearanty 5 and i case of

defective materil, oredit shall not he recorded
unt! adjustment hos heen reecived by CONTR-

CTOR Trom manulacinrers.or their agents,

Transporiation :

Tramsportabon of employees, cognipment, mate- |

rials and supplies necessary for the onnduct of

acttvities,  Eauplovees tan spurtitlion costs 1o
the extent convered by ostablishaed policy of CON-
TRACTOR o7 Operating Comyany, will fnclnde

rravel expenses {or amplovees and ther faraiies

to and [rom the emplovers” pont of argm at the

time of cmployment, at time of separatton and
for vacations, and tavelhng expmscs Tor emplo-
vees and thetr fannlics jncuered as o result of
transfer (vom one Iocation 1o another, Trans
portation costs for ensplovees and their fanulics
from AR.E. to anather Incation than point of
arigin shall not be ceoeed 0 ARE. operations.

Seritces :
A. Oulside Scrvices :
" The cost of consultanis. contract services and
ntlities procured frm third partes.

Cust of woviees perferme-d by EGPC or by
CONTRACTOR or their Affiliated Com-
panies 1 fachitxes wmside or outside the
AR.E. Regular, rccurring, routing services
such as interpreting magneiic tapes and/or
other analysis, shall be perfromed and cha-
reed by EGPC and/or CONTRACTOR or
their Affthated C’.ﬂm]mmc-; at  an agreed
grice. Major projects involving engincering
and design scrvices shall be perdormed: by
FGPC and/or CONTRACTOR or thar
Affiliated Companics at a negotiated cont-
ract amounat.  Uss of TOPC's of CONTRA-

CTORs or thcir Affiliated Companies’ -

wholly owned ¢quipment shall be charged
at 2 repgal yate commensurate with thie cost

Matcrial which coamiot he cassificd as Con-
dition “B” or Condlition “C” shall be priced

Temks, baddaws soad ather eqripnuenl ol
ving crection costs shall be charged at app- l .
heable percentage of knackdown new pnrir.r1I S e e PR
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ovwnorsiup and operhiong, bhul not in excess O eodt UL 7P| ) N _(C«r-a)é skl A_.al]]
of competitive rates currently prevailing in _ ) ) ) _ _
the AR.E.:For Exploration. CONTRAC- | oY d3aldl 8201, Jolalll. My il
TOR’s and its Affiliated Companies rates - - Y - -
: + NV PN R il
shall not include administrative overhead e e l
COsts. |
7. Damages and Losses : : L Jl_r;)“(\")
Al costs or expenses necessary to replace or k LT J.,;.'\_HCDLA_,T :}BYLJDULLEJJ“F”JI‘—&.:’@]G"
repait damages or lesses incurred by fire, flood, Ui et dl] 5 0T 'FII 1 atadld s gL
storm, thelt, accdent or any other cause not sl ol Gl el yal kil‘“‘:'jj LA lr"-'J
controllable by CONTRACTOR or Operating o Jik ol LU gl PP RN HE b _;-:T;.,.:..
Company through the exercisc of reasonable e Ch e % . -y
diligence.  CONTRACTOR  or  Operating | iy OF Sbleddl 3l 5720 1,0 e,y Y ns shes 4
Company shall furmish Nnu.—Opc.ra:ln{s -wril:tcl{l: e LI, SN e o 1:_,:[;5’1 jlasd UL I‘En-"
netice of damagey or losses incurred in excess o i _ NT: 2 fe eod 500
ten thousand (10,000} U.S. Dollars per occur """—-"i":' s -’?—’?( \ ' ) Y --'"_'"" B TS LS L:’ UE
rence, as soon as practicable after report of the Lﬂ Sy f_;-‘ g <Ay 2ole F o S Nand “-::'L-ﬂ'
Operating Company. - - g
U,
. ‘ ittt NS, A
43 Tusuranee and Claims - L A ( )
The cost of any public liability, property dam- | -_ﬂ""_.s ‘-'mi‘_#.{-‘“‘ HN2Y e A e diog q_a-‘:“'_-_.i:l\‘.i:: |
age and other msurance against linbldes of CO- AR Ll ac\il 35 fj]_:u’.,'lmi—:lf-'--' Aol e oy
TRACTOR, Operating Campany and/or the _ Loet 0 .. '; . .
parties or any of them to their employees and,'or | 4bs ‘C_"" L‘:‘: shsl J_‘:‘J]J “-"J’J* J-4 e -«-bj’_ f"’l S~
cutsiders as may be required by the Laws, nmles ile &;:‘:‘_‘c:-—"_}l ¢ A KL o el thﬂl; ~1 M, Qil_g.”
and rt‘._t,'l:ﬂ:ltinns ol the COVERNMINT or as .t L) *-:-*UM'Ui b e o di:d-# . ‘_le.L:If '
L parties may agree Hpon. The proceeds of any | C7 B o _ l i - ] JL“
such msurance or claim collected shall be credi- | Ul Shezlh £ OB s le,_. o L{‘B e AR T
led agmnst opemtons. I no insurance s cart- | 4 AL 2 3 U’fﬂlji Jslat a4 Ll t.s'."-?'h g !
ied for a particular risk, all rdated actual expendr- o 3 sy N ] Y LY ‘L.:L:! 4
tures incurred and paicd by CONTRACTOR or | O “Faesebadiy ) By, SULE, - o 5 4::_,.,,
Oporating company in scttdlemoent of any arid all A gl ol Lo k u'l’,zr‘l
lisees, clamms, dammnges, ud;:r:m‘m{ts, anel any I -~ -
other expenses, includmg legal services., . o
9. Indirect Expienses : o _ _ ) _
.Camp overhead and faal:tics such as shore bﬂ?ﬂ.‘ "’Jw} J~ 1A Je A J= gl }; o2 Ll s JJ‘l I.
warchouses, water sysiems, fﬁﬂd SVSICIns, ';'a]?rﬁ u:’ _,-:“ uj—‘-"_}u I PPy ‘-:-'l:::.r"_! O bl S =3 ol '-:-'E:-"'
and expense of Edd supervisory plm:m:nr'. , ficle TN G AN (sl b M Ol e i, ekl
clerks, assistant and ¢ther ameral emplovees in- Anal o 2 . L | - oY
dircctly serving the Arca. | » ol @ b Uhl) )4
| |
: i. u“ -..:..rb ‘ .
10, Legal Expenses ; - -’J"'" (‘ )

All costs and expenscs of Irtigation, or legal servi-

ces othenwise nrcessary or expedient for the pro- |

tection of the Arca, mclnding attomey’s fees Efnd
Npcnscs as hercinafter prnv}tl:{l, tc?gtthtf with
all judgements obtained agamst the parties or
any of them on account of the operetions under
the Agreement, and actual expenses incurred hjt"
any party or partics hereto in securing evidence

a3 r.- w2l 3 zes sl byl K E:K'
Aol VR W i Y e e b, W
AN L AP orbyrany slldl LWt
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for he purpose of defending against any action | $uw 3 G5l TN *__j\__..LTL-F.,‘ b & LWE 6805 o A3

or Cady prosecuted o wzed agnunst the opera- | i Lt e S S
. . A = 2 '| : ai
tons o the sabject nater of the Ageerment. 1n el 4 5 At ub [ & 4 ‘38‘*“ 4o} ‘_}"d_} \

tie event actions.or cladum affea nrge ihe mterests ‘_:,,U\.La Ji e _,\.p.; s ..:.:\S’\.'}]_ 9. i.:il.i‘.’\,ﬂ G.._w . j ;_:J:_L.I
herernder shatt bbb by the dogal stall ol = g s ol 2k WYy Ziladls g,

o i e al the p;ul'ir;: berelo, a L‘lllﬂ_'.::l: LUK I : : .
mensuas e owilh cost of ]nnvi:.ling and funshg ; u}t;:- ..:.:\:Lu“ JF ol Jyma e ljlc:“ﬂ a i ‘___;\_,Li ‘_'_,.-_,-51_,1

awh services may he made (o operations. ol s 45 5 Yk
| 1 . 3 .
Nehrinistratizie Qeevheas and Ceeneral Exfiense - . Fe _s-v-“ L__’E}J ..al\j 5_;-&‘:“ _,:I:J 1_’_ _;\-fgl - iz ( H]

A, While CONTRACTOR is conducting Ex- ) T -
- ploraton actwvities, cost of stallmg aisd manr -":_:JJ ¢,.:-Ji D5t 3 _,-:rL‘-' J J\EH i-'L_s el 4.-;)“\ \_..._JK:H ( | )

g CONTRACTOR's head office o | £y, b D B e
i ARE, :iml/q: ..uﬁ offices established ""-_’L’?J ol (t_ - Z) d{}ﬂﬁ@)\ s -
in the AL, other than field oflices whach ‘ _u—*j’? . (.:‘"_ - ¢ ‘E_)d Sty L;-“ S~ ,._,.'E:.l'idﬂ.ﬁi,
,i:,fll he cllm;gctll 1% pmg“lﬁl "int ‘ A:rlid;: !I, JrpSTpei e uk;LfZAKm'LjJ el s sl BN
arseeraph 9 above, aud oxceptng salares N _ . . _
of {:r:p]g‘,}'rm of CONTRAC FlOR.wlm are Bl ebificky . dln g3 bl g adk
temporarly assigned to and dircetly serving AE o Pl L guas y Akl V350 sl J Wl
an the Area, which will be charged as pro- ; )
vided in Articte 1T, Paragraph 2 ahove.

L. CONTRACTOR's administrative overhead
ontside the A RF. applicable to the ARE. | / -
Exnloraiion operatesn which will be charged LL"“_ Fre I ;_;ﬂ . f__-fc)d e C—-\;L-J
cach moath at the i of ﬁﬂ.: (5) pereent _ ; pila ;.'L;:"i.._'...:-—.._ﬂ s ijﬁr" ( d n) LG s
of total Explomton expenditurcs whale i e 1 . o - o
CONTRACTOR i amducting Exploration | ad J\'—"-‘lﬁf'h_:f’-“'f_ “:":‘.L')ldj V O lelo. Loy l-\_!u-i
activities, However, (:QN‘-.FR.&CTORIﬂmH : ;ILL:;_,U.JL ;;ujns’:_“ ru‘u; \. if't)@u il

: F T . ' .!-' 4 v ! Jr-: 1. t': --.. i i"* - ) ) ]].-;
not apply any wlivinistrative overnead Qut- ;_\:fim-mgat;_p-\ifﬂyt_ﬁ_,uﬁjl .L_.:-:Y_: - ,,;,.,—,-_j l

cide AR E. while Operating Company IS con- . _
ducting  Fxploratim activites. No o other e ¢ E.)EJH' JLEY LS W S, ald _,:Lu

_i:.n.ml::hll;JL_l\t_}ﬁ T ;JE:’.’.“ L:t‘ IL:IG L'_-ﬂ_:-.-‘ﬂ-* _)J'-\ l-l_’ﬁ-' U'I.I:‘ -

G )V (70 ¢ -1 ool d el e oY by el (o)

o

- ——

dircet charges as such for CONTRACTOR s
Adiministrative overhead ontside the AR
will be applicd ogamst  the Faploraton
abiigaton.  Fxamples of the type of costs

-

|t R L
CONTRACTOR s incurrmng and charpng “ L;_“ Lis J-:-_,i o 'L.JT Tl Vs m gt 3

I

l_

|

-

reunder due (o actvies wnder the Agree- - + NPT ‘ -
1-“ ] '“n{' ¢ > ﬂ_}__,S"'LL‘ t__,--l-“ l-ruh‘!:j 4:"11:.3“ #-Lﬁ].'w,:.:‘;

s and coverd by il prrecntages are
(1) Excutive

_ Time of cxceutive officers. RGRVAY bl 23y .1:5:.:“( v )
(2) Treasury ._quLkJE‘p’L:,JZ:ILlILp'tJl:E\_;Jﬂ(T)
r)

__ Tinancial and exchange problems.
e -,
(3) Purchasing oL, sl ol jed sed-l b A

_ Procuring materials, equipment and |
supplics. c 1 e ] L )
(4) Eﬁc]ﬂﬂI:Eﬁm & Production ‘:"-}b u"" .}“*’ '-Jh?‘ : E,L"?‘J “"'“?‘j‘( i)
__ Dirccting, advising and controllng A5 s ,r"“‘ azlal
the cntire projrct. L i
(%) Other departments such as legal, comr JJ-_L-J-\*:*‘IM g4 _,.Ld\ M _JL‘?E’G_?-‘)ILJ‘ _,La‘;h( o )
ptrollers and engincering which contnbute | - L B g E A g A PO pﬁf‘““;{, Hixd,
time. knowledge and cxperionce 1o the opera- :
tion. _
The foregoing docs not preciude chaging (0t | Lty 31 Joandh D348l 573152,

- _ ; Yer s ]l-‘mf_{r:lﬂfﬁ.nﬂf - - .
diroct sorvice M ST MU () R A e 3
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C. While Operatng Company is conducting |

activites, Operavng  Company's personuel
IS tgu_l 1 general clencal and office work,
supervisors and officers whose tme 1s gerer-
aly spent it the mam office and not m the
ficld, and all conployees generally considered
as general aand admmisteative and not char-
red 10 other types of cxpense, will be charged
) uperaton. Suach expenses shall be aloca-
ted cach mombh between Exploration and
Developmone operations according to sovnd
Cand pracucable acconnting methods,

faves: .
All taxes, datics or levies paid m the A R.E. by
CONTRACTOR or Operating Company with

respect to this Agrecinent other than those covered
L Paragraph () {1} of Artucle 1H of the Agree-

111N,

(..'ummuiug (CONTRACTOR Cosls
Casts of CONTRACTOR activatics required un-

tler l|1-' Agrecment and meurred exclusively in the

AR after Operatmg Conpany is formed. Nn
r-.Jn CX s ienrred outside the ARE. mav be

recewereed s oo ocost.
(i o f!f'?”ﬁful'l“j .

DY CONES, CNPRNSCS 01 t'ﬁlu'ittlitu1‘uﬁ, viher than
Uiese whneh coe coverad and deale with by the
foregomg provisions of tis Avticle T mcuarred by
CONTRACTOR or Operatnig Company under
appreved Work Programs and Budgets.

ARTICLE 111

INVENTORIES

F'edtadic JJLL'EUJIU!'E'J, Nowee and Hir'}’?‘ﬂt.‘ul’ﬂ!l'uu N

A reasotable ntervils as agrecd upon by EGPC |

and CONTRACTOR inventorics shall be taken
by Operaung Company of the opaatons mate-
riak wlhich shall ndude all such material, physi-
cal assets and  construction projects. Written
netzee of meention to take mventory shadl e siven
Iny Operating Company to LGPC and CONT-
RACTOR at Jcast thirty {30) days before any
ventory s to hegin so that KGPC and CON-
TRACTOR mayv be represemedd when any inven-
iy i @ken. Fallure of LGIYC and or CON-
TRACTOR to be represented at an  wventory
rhall hind them to aceept the mventory taken by
Opceraing Company who shall; in that cvent,
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Reconcihiation and Adjustment of Inventories :

e . |
Reconciliation of mventory shall be muade by

CONTRACTOR and ECGPC. and a st of overa-
wes and shortages shall bhe jontdy dewernmed by
Opecraing ompany and G ONTRACTOR and

EGPC, and the mventory adjusted by opcratuy
Company.

ARTICLE 1V
COS1 RECOVERY

Statements of Recovery vf Costs und nj Cost
Recovery Crude Or[

CONTRACTOR dhall, pursuant to Artcle VII
of the Agrecnicnt, render to LGPG as promply as
practicable but not later thian thirty (30) days
after receipt from Operating Company of the |
Statements  for Development and  Exploration
Activity for the Jast month of a quarter a state
ment for that quarier showmg :

i} Recoverable costs camried from the previous

quaricr, if any,

11} Recoverable

cosls  sicurred: during i
qu:trtﬂr '- -

m) Totul recoverable costs for t]u: quaszicr,

- -

B =+ ().

) Value of Cost Recovery Crude Qil taken

and scpaatcly dlspmcd of by CONTRA-
CTOR for the quarter.

v)  Amount of costs recovered for the quarter

vi) Amount of recoverable costs
the succeeding quarter, if any.

carried into

vi)) Excess if any, ul the value of Cost Recovery
Crude Oil taken and scparaiely disposed of
by CONTRACTOR ovcr costs recovercd
for the quurter.

Pﬂyﬁmu :

I such statement shows an amount duc EGPC,
payment of that amount shall be made in U.S.
Dollars by CONTRACTOR to EGPC with the

rendition of such staternent.
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L

LG shall have a pertod of twelve (12) monihs

|

Trom recoipt of any statemont under this Artucde
IV mowlhich o aadit and ruuse ubpecoa o any
EGIPC and CONTRACTOR
Sup-

ach  statcment,
shall agece on any requircd  adjustment.
pi it documents and accounts will be avarlable
e 120:1°C during said twelve (12) months perod. |

ARTICLE V

CORTROL AND MAJOR ACCOUNTS

I peiaton Qblignon Control  lccounts -

COMNITRACLIOR will establish an Exploratoen
(Hhecoion Control Account snd an of [-sciting
. L”illi'-.l ACCOUILT lu:'cmltl'fri therem ,lln:.mlzll amount
Cai Vapdennion expoandiinres reported on Stale
nents of Activity  prepared. per Arucde L2 A
Jpend, Jevs any reductions agrecd o by LGPC
ml CONTRACTOR  follwing wrtten exeep-

v saken by o Non-Operator Iunnimul o Article
i 1|f ool i order w determine when naoi-
o Saplaration Oblighion Love been e

SFITE f coozriy rmhuf 1ccowtt! |
(6 FERACTOR ulll cstabiishh a Cust RLunLn’
Comttal Acrount and an offsctting conra account

o conirod therom the zmoont of cost remammg
TR ”HH*HFI if e, the amount of cost re-
sovocraal, and the 1'1h|c of Excess Cost Recavery

Clepadis OB, f any-

Aapr Accounts :

For the purpase of classifying costs, expenscs and
“expenditures for cost recovery as well as for the
purpse of ostablishag when the Exploration
oldigatione has beem met, costs,  CXpenses and
expeneditures shall be recorded in major account

melading the followmg -

Exploration Expenditures.
Development Expenditures other than Oper-

ating Expenscs.

Opecrating  Expenscs.
Nocesary sub-accounts shall be uscd.
Revenne accounts shall be maitaned by CON- |
THACTOR 10 the cxtent necessary for the con- |
el of recovery of costs and trecament of Cost

Recovery Crude QL
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