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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND EXPLOITATION

Between

THE ARAB REPUBLIC OF EGYPT

And
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
And
" INTERNATIONAL EGYPTIAN OIL COMPANY

THIS AGREEMENT, made and entered into on this
day of _ , 1977
BY AND BETWEEN :

THE ARAB REPUBLIC OF EGYPT (hereinafter
referred 1o variously as “AR.E.” or as the GOVERN-
MENT"). -' o
— THE EGYPTIAN GENERAL PETROLEUM COR-
PORATION, a legal entity created by Law No. 167

of 1958 as amended (hereinafter referred to as
EIEGPC!!J’

AND

INTERNATIONAL EGYPTIAN OIL CGOMPANY,
a company organized and existing under the Laws
of Panama ({hercinafter variously referred to as
“TIEOC” or as “CONTRACTOR?"),

WITNESSETH
WHEREAS, all raw materials, including - petroleum,

existing 1n mines and quarries in A.R.E,, including the |°

territorial waters, and n the seabed subject to s jpurnisdic-
tion arxl extending beyond the territorial waters, are the
property of the State ; and

WHEREAS, cach of EGPC and IEOC s helder of
50% of the share capital stock of Compagnie Orentale
des Petroles d'Egypte-(hereinafter referred to as “COPE™)
a company of the public sector, which 1s entrusted with
the right to carry out the exploration for, development
and production of Petroleum in and throughout the Sub-
Arcas A and B referred to m Article 111, accurately des-
cribed in Annex “A7 hereto and approximatcly shown on
Annex “B" herewo and covered by twelve Petroleum Ex-
ploration Leases (hercinafter referred to collectively  as
“the Twelve Leases” and singularly as “P. E. L. no. 4, §,
7,8,9, 10, 11, 12, 14, 15, 16 and 17" respectively) : and

WHERFEAS, the COVERNMENT, EGPC and IEQC

are partits to the Agreement for the Exploitation of Aby
Madi Feld, ratified by COPE and issved by Law no. 40
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of 1973 {hercinafter called ~the Abu Madi hgrccmtn_t"}
making provisions for the development and production
operations of the Abu Madi Field, such operations to be
. carried out on behalf of EGPC and IEOG by a nun-pmhl:
operating company called “Delta Petrolenm Company
(hereinafter referred to as “DELPCO™) ; and

WHEREAS, under the Abu Madi Agreement, the area
of the Abu Madi Field is covered by the exploitation leasc
(“Abu Madi Lease referred to in Article HI as Sub-Arca
“( accurately described in Annex “A”™ and approximately
cshown on Annex “B7 ; and '

WHEREAS, LEOC desires to undertake the rights and
obligations provided hereinafter as exclusive contractor

with respect o the exploration for, development and pro-
duction of, petroleum in Sub-Areas A, B and C (the whole

thereof being hereinafter referred to as “the Area”) ; and

WHEREAS, the GOVERNMENT desires hereby 10
grant an exclusive concession to EGPC, and TEOC as ex-
clusive contractor therefore ; and |

WHEREAS, The Minister of Industry Petroleam and
Mining is authorized to enter into a Concession Agreement
with EGPC. and TEQC as exclusive contractor, which shall
supersede and replace all prior agreements among “the
signatories hereto or anv of them governing the explora-
tion, development and exploitation of the Area (hereinafter
referred to as “the Prior Agreements™) :

Now THERFFORE. the Partiecs hereby agree as
follows :

ARTICLE 1 .
EFFECTIVE DATE ANDSETTLEMENT OF CLAIMS

(a)

Regardless of its actual date of signature, this Agree-
ment after the implementation of the provisions of
Article XXX, shall be deemed o have come 1nto
force and shall govern the relatonship ot the Parties
hereto as of the Effective Date, as defined in para-
araph 17 of Article TI.

unless hevein othorwise specifically providod, the issa-
ance of the 1aw provided for under Artide XXX and

the signature of this Agreement comstitutes, a full
and fina! settlement of any and all rights claims, de-
mands or issucs of any nature whatsoever between any
of the signatories hereto (including COPE),  arising
out of or related to the petroleum operations and acti-
vittes conducted with respect to the area covered by
the Twelve Leases prior we December 1se 1975 and
the meome derived therefrom or pavmoents received or
1 be received by reason thereof by an such  signatory
party. . -

(0}

Accordingly, each of the signatories herelo hereby
ircevocably waives any night of recourse against cach

wher becatsic of gatd clatms, demand: or issues,
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ARTICLE 1!

DEFINITIONS
“This Agreement” or “Concession Agreciient”™ shall
mean this Concession Agreement.

“Prior Agreements’ shall have the meaning assigned
to it n the last WHEREAS clause.

“Area” shall mean the tertitory covered and affectod
by this Agrecment, as described accurately in Anncx
“A" and shown approximately on Annex “B”.

“Sub-Arca’” shall mean a sub-division of the Avra as
specified in Article IT1 of this Agreement,

“Exploration” shall include but not be limited to such
acological, geaphysical, aerial and other surveys and
the drilling, plugging, deepening, completing, equip-
ping and testing of such shot holes, core hales, strati-
graphic tests, holes for the discovery of petroleum, o
the appraisal of petroleum discoveries and other rélat-
ed holes and wells and the purchase or acquisition,
transport and storage of such sapphcs, materials and
equipment therfore and or any other work ot activie
ties necessary thercfore or ancillary thereto,  The verb
“Explore” means the act of conducting exploration.

“Developmet” shall include, but not be limited to, all
the operations and activities under this Agreement
with respect to :

(i} the drilling, plugging, deepening, side tracking,
redrilling, completing, cquipping of develop-
ment wells, the changing of the status of 2 well

from oil well 1o water well aud vice versa, and

(i) design, engincering, construchon, nstallation, scr-
vicing and maintenance ol equipment, hnes, sy-
stems, facilities, plants and related opcrations .
producing and operating said wells, taking, sav-
ing, treating, handling, storing, flaring, transport-
ing and delivering petrolcum, TEPressuring, 1e-
cvcling and other secondary recovery projects,

and

(il transportation, Stovage and any other work or
nctivities necessary or ancillary o the actvities

specified in (i) and (it).

(a) “Development Well™ shall mean any well other
thann an Exploratory Well and

fhy “Fxploratory well” shall mean

(' any appraisal well driflect under Article 1V
" of this Agreement irrespeetive  of distance

feam anv other well o
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13.
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R

(i) any well located two (2) kilomcters or more
from the nearest well in the Area capable

of producing Petroleum m sufficient gnan-

tities to yield a return in excess of aperating
costs and expenses (it being agreed that the
distarice between the wells referred to in
this definition shall be measured between
the points where such wells enter the
producmg or projected horizon) ; of

any well, irrespective of distance from any
other well in the Area, having as its objec-

(1)

tive a formation other than any {ormation .

from which an existing well in the Area is
capable of producing Petroleum in sufficient
quantities to yield a retumn in excess of'ope-

: rating costs and expenses.
“Petroleum’” means Liquid Crude Oil of any density,

~asphalt, gas, casinghead gas and all other hydrocarbon

substances that may be found in, and produced o1
otherwise obtained and saved from the Arca and any
substance that may be extracted therefrom,

“Liquid Crude Oil” or “Crude Qil” means any hy-
drocarbon which 1s in a higuid state at the wellhead
or lease separator or which is extracted from the pas
or casing-hcad gas in a plant. Such term includes
distillate and condensate.

“Condensate” means any Pewoleum recovered from
(Gas obtained by processing, or otherwise which is in
a liquid state at standard stock tank conditions,

“Belayim Blend”, as mentioned in Article VII (d)
(2) means Crude Oil convenuonally determined to
consist, as to 0% of Crude Qil produced and saved
from Belayim Marine Ficld and, as to 50%, of Crude
O1l produced and saved from Belavim Land Field.

“Gas” 1s natural gas both associated and non-associat-
ed, and all of s constituent elements and all non-
hydrocarbon substances therein,  Said term shall in-
clude residue gas.

“Stock Oil” shall mean the Crude Oil existing in
COPE’s storage tanks as on 15th January, 1977.

A "Barrel” shall consist of forty-twe (42}  United
Statcs gallons, liquid measure, corrected to a tempera-
ture of sixty degrees (60°) Fahrenheir.

“Commercial Well” means a well on any geological

feature which, after testing for a pertod of not mere

than thirty (30} days in accordance with sound and
accepted nternational industry production practices,
andl verificd by EGPC, is found to be capable of pro-
ducing at the average ratc of not less than one thou-
sand (1000) barrels of Crude Oil per day (BOPD),
unless a lesser average of tested Crude Oit production
is justified cconomically.,

The date of discovery of a “Commercial Well” is
the datc on which such well is compicted and tested
according to the above.
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“ARE.” means ARAB REPUBLIC OF EGYFT.

*Effective Date” means -

the First day of December, 1975 as to Sub-Arcas A
and B ; and _ |
the First day of January 1977, as to Sub-Area C.

“Calendar Year” mcans a period of twelve {12V
months commencing with January st and ending on
the following December 31st, according to the Gre-
gonan Calendar, |

“financial Year” means the GOVERNMENTs finan-
cial year starting on January st and ending on Dece-
mber 3ist, both dates heing inchuave, '

“Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax
returns or reports are required according to any ap-
plicable income,, profits or other tax law or regula-
tion of the ARE.

An “Affiliated Company” means a company

(1) the share capital, conferring a majority of vote;
at stockholders’ meetings of such company, of
which is owned directly or indirectly by a party
hercto ;

which is the owner directly or indirectly of sharc
capital conferring a majority of votes at stockhol-
ders’ meetings of a party hercto ; or

(11) whose sharc capital conferring a majority of votes
at stockholders® meetings of such company and
the share capital conferring a majority of votes at
stackholders’ meetings of a party hereto are own-

ed directly or indirectly by the same company,
“Commercial Production™ shall mean regular liftings
of Crude Oil or sustained production of Gas, as ap-

plicable, for commercial and/or industrial purposes.

The d::atc of Commercial Production shall be the date
on which such liftings or production commences.

"Commencement Date” for Sub-Area “A" shall be
the date on which EGPC as Represatative of the Gov-
ermment notifies I[EQOC that said sub-Area “A” not yet

open for operations is accessible for operations and |

TEOC is authorized by the competent authorities to
work in said Sub-Area.

“Sunk Costs™ shall mean costs pertaining to the opera-
tions 1n the Area under the Prior Agreements unre-

covered through amertization prior to the Effective
Date as set forth in Aoanex “C™.

(1] “Sunk Costs in COPE” mcans the Sunk  Cer
perraining to the operations under  the Twelve
Leases through November 30, 1475,
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(i) ~“TEOC Sunk Costs in Abu Madi™ means [EOCs 7o labiee s AR I < P . I

share of Sunk Costs pertaining to the aperations : _; , Labalt chdedly Zikaodt hgiadt pe I o LS ga
 under the Abu Madi Lease throngh December L s VAR s YN e ol ol Sz
31, 1976 and includes '!
(a) Exploration Expenditures i Abu Madi as PUI T (8) pmend (o) Gl L gl pf G cedd Slaii (1)
Annex G osection 5 d 1) ; '

(Y =2
!

(b) Dcvcluprf;ent Expenditures in Abu Madi a5 (0). p—nd (wr) Glomodl iide ol 01 Izzht O (o)
per Annex O section 5 d (i) - P I

(¢) IEOC’s Losses deriving from activitir:s under et Sz A \ldee e oW Dl GLs (o)
the Abu Madi Leasc, as per Annex O 8o - ' T. .: ) o T #]- “. = :
non 5 d {11). : ._ . (V—2a) w3 () Gmial) G,

(iii) "EGPC Sunk Costs in Abu Madi® means e s e o ol gl 5 Blh@adl ad Ut JIG ¥
BGP( s share of Sunk Costs pertaining to theope- ! 0 o V0w gl 00 e o Btagh
cations under the Abu Madi Lease through Dece- Aay A daafly Zidazlt Wheaod J.‘-" 3 ;.r' 4--::11
mber 31, 1976. ' -3 S VAV s TV e ool T iz

“Exploration Expenditnees”, "‘Dmlop:;llmt Exl}qnﬂll'; e it i men 3 ezt SR 5 et AT . YO

mres” and “Operating Expenses” shall respectively i o.u; . () ¢ § ) ey 5 cadt i sae Lo Leta -

have the meaning assigned to it under sub-paragraph RRARE o AN A2l B o _‘-’"'1 J '-}:; :ji

a) 1 of Article V11, . , ‘

-Old Ol shall mean the Crude Oil produced from' =2 s} Jsis oo gaalt et o it obins el 2o 530 — Y3

Abu Rudeis, Sidri, Belayim L;t;cll: LB{Cl;_YifI.nldlf?fiE:’: C ol wiy Oy g Wl g ety S et Sy
Ekma, Ras Ghara, Feiran and ad: fieldsinthe . e T

 Area which were discovered prior to the l'-.':fal’_t:u:mnl‘:1E AL 3 3GV "_""' P I A
Date of this Agreement, as well as any Crude Ol pro- | e TV Jod Waalt 3 W@ 2 Joie (e poie ele 2o S
duced from fields discovered in the Area prior to De- | | . \AVA
cember 31, 1978.

SN aw oil™ Ehﬂu mean Crude Oil produtﬁd from | ﬂ 1_'!:"“ 4_]_,11-." o G’-’&u r\i-.h u".'..-..l"_," ol t-l-:-lau.” “‘:'.‘f..}h" — Ty
fields inathr. Area discovered subsequent to December CAYA seemews ¥V am el 5 Ll
31, 1978. | |

For the purposex ol above Paragraphs 26 and 27} oo b Jedi o jodss L ol Lo YVLY ot e g
the term “field” shall include the Crude O prod- 1 | o g sic oo il G par <UL S8 G150t s e el pAadt
uced from the same reservoir (s). .

A s XEER ¥ T e
regardless of the development lease or leases cover- CLH LTI T8 [ BT R PCORC gt B SWELS
ing such reservorr (s).

“profit Oil”' means the Grude Oil to be shared bet- | «nt bt St B s b Slian e U acakil o e — TA
ween EGPC and 1EOC pursuant to the provisions of - Gl W e (o) ) JGY W LY yaly gt
paragraph b) of Article VIL ;I - - - ol - e

“Clast Recovery Crude Oil has the meaning assigned

PR EPCSRP NI L e P ERCIPL PSP U R WP | WP | PR A
to it under sub-paragraph a} 1 of Article VIL.

Al LAY e (V) (1) e Al S i gl ald
Jorms iR A RenY paeaidl clSt e Bt als o Y
C bt DU (T () AN At Gl i) s
PSP PRCTI B UV E UV RCA W W VR S T L [ PR &
bt SallL Ak sty (s

“Lxcess Cost Recovery Crude Oft” has the meanag
assigned to it under sub paragraph a) 3 of Artxcle VIT.

*Operating Company™ shall mean the Belayim Petro-

enm Company (PETROBEL) referred to in Article |
v, Z

e LA ol

“Ahu Madi Gas™ shall mean the Gas produced anvl > o 4 Jadcalt s pozalt JLall dbas 4 ole of Sl - XY
saved from Abu Madi Field, at any time during the L RIEY! ode e AT Ly T e
hie of this Agreement. . '

| o il A Ghaas F Sl slies o ol gyl Jiss — Y

- ASAGYE wdw O e AT ey sl S () LSt Gy

“Abu Madi Ficld” means, at any ume dunng the

life of this Agreement, thre aggregate of all Gas pools
Aisrovered within Snh-Arvea €

P

b
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34. “Twelve Leases™ shall have the meaning assigned (0§ 5 @il 3 Gull 2t W 005 e JSzet ais p2e S5V - TS

. it in the second Whereas clausec.

AT IR

35. “Abu Madi Lease” shall have the meaning assigned § 4l i 5 de W ae olice o gale o Mzl ddca _ Yo

" to 1t 1n the fourth Whereas clause.

ARTICLE 1]1
ANNEXES TO THE AGREEMENT

Annex “A" i3 a description of the Area covered by and
' subject to this Agreement which has been divided into thre:
(3) Sub-Areas, (hereirrafter referred to as “Area” and “Sub-
Arcas”).
SUB-AREA “A” : Consists of the area covered by the
petroleum Exploitation Leases No. 16 and]7
as fully described in Annex “A"/

"STUB-AREA “B” : consists of the area covered by the Per-

rolewn Exploitation Lcases No. 4,6, 7, 8, 9, 10, | )
[ () Gl 3300 G aw by Vo sV E3VY VAN - A A IS0

11, 12, 14 and 15 as fully described in Annex
“AP.
SUB-AREA “C” : consists of the area covered by the

Abu Madi Lease as defined by Law No. 40 of
1973 and described in Annex “A”.

Annex “B” is two main maps (B 1 and B 2) of the stale
of 1 : 1000 000 indhicating approxumiately the Area and
Sub-Areas covered by and subject to this Agreement and
described in detail in Annex “A”.

Aonex. “C” contains the provisions governing the
phaseout perix]l of the Prior Agreements, provisions imp-~
lementing the transfer to EGPC and IEQC as exclusive
contractor of the Twelve Lease and the Abu Madi Lease,
of investments, assets, warehouse materials and Stock Qil
made or acquired in relation to the operations and activitics
under the Twelve Leases and the Aub Madh Lease as well
as other various implementing provisions.

Annex “D” is the Charter of the Operating Company
referred to in Article V hereof.

Annex “E” is the Accounting Procedure, and Tax Imp- |

lementation Provisions.

Annexes “A”, “B”, “C”, “D" and "E” two this Agree-
ment arc hereby made part of this Agreement, and they
shall be considered as having equal force and effect with
the other provisions of this Agreement, unless otherwise

provided.
ARTICLE 1V

TRANSFER AND GRANT OF RIGHTS AND TERMS

The Government hereby transfers 1o and vests in EGPC,
with TEQC as exclusive contractor, frec of any charge ang
payment whatsoever the Twelve Leases listed under Annex
“A” as well as all warehouse materials and all assets owned
by COPE as on 30th November, 1975 and acquired for the
operations under said Twelve Leases subject to the pro-
visions of Article TX, and EGPC and 1EOC agree to such

transfer : and

I
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IEOQC hereby transfer to EGPC free of any charge and
payment, its interest i the Abu Madi Lease as well as in
all warchousc materials and all assets acquired for the
operations under the Abu Madi Lease, effective as of

January lst, 1977, subject to the provisions of Article {X |

with the understanding the IEOC shall be the exclusive
contractor under the Abu Madi Lease and the Government
hereby approves such ‘transfers.

The GOVERNMENT hereby grants EGPC, and IEQOC
as exclusive contractor, as from the Effective Date, subject
to the terms, convenants and conditions set out in this
Agreement (which insofar as they may contradict any pro-
visions of Law no. 66 of 1953, as amended, shall have the

force of Law), an exclusive concession in and to the Area
described in Annex *“A” and shown in Annex “B".

(@) The GOVERNMENT shall own and be entitled, as
hercinafter provided, to a royalty in cash or in kind
of Ten (10) percent of the total quantity of Petroleum
produced and saved from the Area dhiring the term

of this Agreement including renewal. Said royalty

shall be borne and paid by EGPC out of its share of
Petroleum and shall not be the abligation of IEQC
(except for the royalty due on sole risk Crude Oil as
per Article VI ¢) 3 b). The payment of royalties by
EGPC shall not be deemed to result in income attri-
butable to IEOC. Such payment shail, in no cvent,
entail the reduction of the Petroleum to which IEOC
1s entitled under this Agreemnt.

(D)

It 35 understood that the rentals provided for in Arti-
cle 27 of Law 66 of 1933 are not payable with respect
to the Area. |

() 1. “"Commercial Discovery” : in the event that Ex.

ploration should lead to the discovery of a Con-
mercial Well, IEOC shall have the right to ap-
ploration should lead to the discovery of a Com-
ditional exploration appraisal wells to determine
whether such discovery is worthy of being deve-
loped commercially, taking into consideration
the recoverable reserves, production, pipeline and
terminal factlities, estimated Crude Qil prices,
and all other relevant technical and  economic
factors,

A Commercial Discovery may consist of one
praducing Crude Oil reservoir or a group of sach
producing rescrvoirs which after apprassal i
worthy of being develaped commergcially.

IEOC shall immediatcly give notice of a Com.
mercial Discovery to EGPC after the discovery is
determined by IEQC 1o be worthy of commereial
development.  Such notice, in case of such de-
termination, shall be given not later than the
completion of the second exploration appraisal
well, ar twelve (12) months [allowing the (ate
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of discovery of the Commercial Weil whichever
is earlier ; except that IEQG shall also have the
right to give such notice of Commercial Discovery
with respect to any reservoir even if the well or
wells thereon are not “Commercial” within the

definition of “Commercial Well” if, in its opinion
a rescrvoir or a group of reservoirs considered

collectively, could-be worthy of commercial de-
velopment.

The date of Commercial Discovery shall be the
date IBOC gives notice of same to EGPC.

Such notice shalt imply IEOCs obligation to
promptly develop such Commercial Discovery
through the Operating Company referrcd to m
Article V of this Agreement.

However, IEQC shall promptly give notice to
EGPC &f any discovery, even if such discovery
is not deemed by IEOC to be a Commercial Dis-

COVETY.

1f Crude Oil is discovered but is not deemed by |.

IEOC to be 'a Commercial Discovery under the
above provisions of this Paragraph ¢), EGPC
shall, twelve {12) months after the expiration of
the period specificd under “c} 1) above within
which IEQC can give notice of Commerciai Dis-
covery, or twenty four (24) months after the com-
pletion of a well not considered 2 Commcrcial
Well, have the right, following sixty (60) days
notice in writing to IEOG, at its sole cost, risk
and expenses, to develop, produce and dispose of
all Crude Oil from the geological feature on
which the well has been drilled.

Said notice shall state the specific area cover-

ing said geological feature to be developed, the

wells to be drilied, the production facilities to b
installed and EGPC’s estimated cost thercof.

Within thirty (30) days after receipt of said
notice 1E0C may, in writing, elect to develop
such arca as provided for in the case of Commer-
cial Discovery hereunder. In such event all
terms of this Agreement shall continue to apply
to the specified area.

1f IEQC elects not to develop such arca, the
specific arca covering said geological feature shall
lic mutually agreed upon on the basis of good

oil industry practices and shall be set asde Tor
sole risk operations by EGPC, and 1EOC shall
be deemed to have relinquished sard arca. KGPG
shall have the right to entrust the Operating
Comnpany with the carrying out of the develop-
ment aperations m such specific area at its sole
cust, expense and risk.

1R
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Following Commereial Discovery, the extent of
the whole area capable of production which s
the potentially productive field or structure shal!
be promptly delineated m accordance with good
international oil ficld practices.

Development operations thereafter shall be -

itiated promptly by the Operating Company and

shall be carried out diligently until, in accorda- |

nce with good international oilfieid practices and

i

accepted intrpational petroleum engineering pri-

nciples, the field is considered to be fully deve-
loped. |

(ef) . The term ol this Agreement shall be as follows :

(d. 1) [n respect to Sub-Area A : for cach Sector |

covered by each of the two Leases comprised
therein. the original duration of each such
Lease, 1. :

_ P.E.L. no. 16 {Sector Al) uatil September

15, 1934

— PEL. no. 17 {Sector A2) until Septémbes

5, 1994 |

plus the force majeure period extending from

June 5, 1967, to the Commencement Date of |

cach of the aforesaid two Leases.

(d. 2) In respect to Sub-Avea B - for each Sector

covered h-)T cach of the ten Lcases comprised

therein, the original duration of each Lease, !

1. &..

1983.

— PEL No. 6 (Sector B2) until February
28, 1989,

— PEL. No. 7 (Sector B3) until February
28, 1985,

— PEL. No 8 {Sector B4) until February
10, 1986. '

_ PEL No. 9 (Sector BS) until February
10, 1986.

— P.EL. No. 10 {Sector B6) unnl May 31,
1987.

—— P.EL. No. It {Sector B7} mnn! May 31,
1987,

— PEL. No. 12 (Sector B8) until Aprit 3,
1991.

— PEL No. 14 (Scctor B until April, 20
1991. |

1991,

PEL. No. 4 (Sector Bl) until April 10, |

P.EL. No 15 {Sector BI0) until April 20,

i
|
|
|

|
i
|
!
'

1
|

[

— -
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(d. 3) the onginal duta- |

Lease,

In respect to Sub-Area ' :

uon of the Abn Madi
Deceber 17, 1993. -
However IEQG shall have the right o extend
each of such original durations for an additional period
ol ffteen (15) years, by giving to the GOVERN-
MENT written notice of such extension not less than

1., tntgd

wleve (12) months prior to the expiration of each of

such original durations, as extended, where approp- |

riate, pursuant to the above.

LEOC shadl bear and pay all the costs and expesses i
required in currying out all the Exploration and @ | ST Y
Development operations under this Apreement and | o oA el et sl S it

theyefore have an economic iaterest 1n the develop-

went of the Petroleum deposits in the Area, but such -
vosts and expenses shall not include interest on invest-

ment, and FEOC shall ook only to the Petroleum to

therefore have an economic interest in the develop- @ - _
S h - . . d - Len : MI FRLY - . R "J
uch costs and expenses . == >

such costs aind expenses.

shall be recoverable as provided in Article VIE. Dur-
g the term of this Agreement and its renewal, the .

totul production achieved i the conduct of such ope-

rations shall be divided between LGPC und IEQC in

accorcdlance with the provisions of Article VIIL

The provisions regarding payment of [EOC’s Egypuian

[ncome Tax related to this Agreement shall be applied -

as follows
1. IEQC shall e subject w0 BEgypuan Income Tax

Laws and shall comnply, with the requirements

of the A RE. Law in particular with respect w ;

filing returns, assessment of tax, and keeping and

showmg of hooks and records.

I

LEOCs annual incomwe for Egypuan lucome Tax
Purposes shall be an amount equal 1o -

the  wtal value, as  determined  according o
Parvagraph (¢} of Arucie VIL of the Cost
Recovery Crude O1l and of such part of EGPC's
shace of - Prohit O, as appropriate, to which
IEOC &5 entitded pursuant 1o Article VI Para- |

graph ) | and of the Crude Oil acquired and'

disposed ol by [EOC pursuant 1o Article VIL !
Paragraph (b},

PIu:jr an atmount cqual to LEOC's Egyptian Inco-
me Tax tabthity computed i the manner showr
i Annes CEY

RDUCED BY

{1
FEOC s share of Sunk Costs which are

wetd toe by

A by-

the costs and cxpenses of 1TEOC, lmluqimn R
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(u) the value of EGPC’s Sunk Costs which are
allowed to be recovered in the tax year under
Paragraph a) of Article VII ; and

(i) the value, as determined according to Para-
graph c) of Artcle VII, of EGPC’s Excess
Cost Recovery Crude Oil repaid to EGPC
in cash-and in kind, if any.

3. EGPC shall assume, pay and discharge, in the
name and on behalh of IEOC, IEOC’s Egyptian
Income Tax out of EGPC’s share of the Crude
Oil produced and saved and not used In opecra-
tions under Article VII. Al taxes: paid by
EGPC in the name and on hehalf of IJEOC shall
be considered taxable income to IEQC.

4. EGPC shall furnish 10 JEQC the proper official
receipts evidencing the payment of IEQC

Egyptian Incomie Tax for each tax year within
two hundred and ten (210} days following the
commencement of the next ensuing tax year.

Such receipts shall be issued by the proper tax

Authorities and .shall state the amount and
‘other particulars customary for such receipts,

2. As used herein Egyptian Income Tax shall be
inclusive of all income taxes pavable in the A.R.E.
(including tax on tax) such as the tax on income
from movable capital and the tax on profits from
commerce and mdustry and inclusive of taxes
based on incorne or profits including all dividend,
withholding with respect to shareholders and
other taxes imposed by the GOVERNMENT of

A.RE. on the distribution of income or profits
by IEQC,

6. In calcuating its A.RE. income taxcs, EGPC
shall he entitled to deduct all royalties paid by
EGPC  to GOVERNMENT  and [EOC’s
Egyptian Income Taxes paid by EGPC on
IEOC’s behalf.

ARTICLE V

OFPERATING COMPANY

The Belayim Petroleum Company (PETROBEL),
ts hiereby formed by EGPC and IEOC: as a non-profit
Egypuan Corporation of the private sector,
PETROBEL shall be the Operating Cowpany
which carries out as agent of EGPC and TEOQC all
the Exploration and Development operations herg-
under as provided in this Agreement.  PETROBE].
shall be subject to the laws and regulations in foree
m rhe A RFE 10 the extent that such laws and rgula-
Hons are not inconsistent with he provisions of this

Agreement or the Charter of the Opernting Company ;
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Agreement, be exempted from the following taws and
regulations as now or hereafter amended or subs-
ftuted :

— Law No. 26 of 1954 on Comipanies. as amended ;
and

-— Law No. I'13 of 1961 on Salartes ; and

— Law No. 141 of 1963 on Representation ol |
Employees and Workers on the Board of Compa- :

nies ; and

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

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

— Presidential Decree No. 1868 of 1974 restricting
some contracts of Works of the Govermment to
Public Institutions and Corporations and Public |

Sector Units,

— Law No.97 of 1976, organizing dealings in forcign
currencies and its executive regulations.

It will be the common aim of EGPC and 1EQC 10|
sce that operations and activities under this Agreement
shall be conducted in the most efficient and economic
manner, accordng to the best intemational practiccs.

The Charter of PETROBEL is hereto attached as |
Annex “D”.  Upen the signing of this Agreement by |
the parties hereto, the Charter shall become applicable |
without any further procedure. o

Not later than the twentieth {20t day of each month,
Operating Company sha)! furnish to 18OC a writwen -
estimate of its total cash requirements for expenditurss
for the succeeding mouth expressed in U.S. Dollars, |
having regard to the approved budeet.  Such csimate
shall take into consideration any cash expected W ix
on hand at month cnd.

—_———

f
i
!

Paymeny for cach month shall v madke 10 the
correspondent bank designiated in Piravranh {dY bejon
on due date agreed upon hetwon TEOC nd Opea i
tng Compuny. |

!
1
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ting Company is authorized to keep at its own
disposal abroad n accounts opened with a correspon-
dent bank of the National Bank of Egypt, Cairo, the
foreign funds advanced by IEOC.

Withdrawals from said account shall be used for
payment of goods and services acquired abroad and
for transferring to a local Egyptian bank in the A.R.E.
the required amounts to meet expenditures in Egyptian
Pounds for Operating Company in connection with
its activities under this Agreement.

Within thirty {30} days afier the end of each Finan-
cial Year, Operating Company shall submit to the
appropriate exchange control authorities in the A.R.E.
‘a statement, duly certified by a recognized firm of
auditors, showing the funds credited to that account,
the disbursements made out of that account and the
balance outstanding at the end of the year.

IEQC shali supply all funds necessary for all vpera-
tions in the A.R.E. under this Agreement, in freely
convertible currency from abroad. IEQOC shall have
the right to buy Egyptian currency whenever required
from authorized Bank and the conversion shall be
made according to the officia]l A R.E. rate of exchange.
EGPC is authorized to advance to [IEOC the Egyptian
Pounds required, as provided in Paragraph {c) above,
for the operations under this Agrecment against
receiving from. [EOC an equivalent amount of U.S.
Dallars at the official A.R.E. rate of exchange, such
dollars to be deposited in an EGPC account opened
abroad with a correspondant bank of the National
Bank of Egypt, Cairo. Withdrawals from said
accourit shall’ be used for financing EGPC's and its
affiliates {oreign aurency reguirements in accordance
with thewr approved budgets, and subject 10 the
approval at the Mimster of Petrolenin.

Within thirty (30} days after the end of cach
Calendar Quarter, The National Bank of Egvpt shall

subimit to the appropriate exchange conrol aurhoritics |

in the JI.RE. RS H TR TN TN T E']H“-‘jnn the Tanads crelee ) . i
- -“ Wi credieed 0 Ji il Ll g saalt JU G W (e

7 that account. the dishbursements made oue of that
account  and the balance outstandime a0 the vnd of
siich quarter

Lo PETROBEL shall propare and, new less than

nnety (M0 days prior o the beginning of each
writiny o BEGPC
and TECY . o lorecast settng out the o1 ARty
ol Petroleam that PETROBEL cstimates can hc
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and IEOC. The Crude Oi] shall be run to the

e — — e P —

—

Crude Oil as per paragraphs (a) and (b) of Article
VI1I shall be referred to as EGPC’s Entitlement
which Entittement shall include the GOVERN-

~-MENT’s royalty {without prejudice to EGPC’s

right to recover the Excess Gost recovery Crude as

provided m Article VII). . '

Within thirty (30) days after receipt of cach
production forecast provided for in the preceeding

paragraph, EGPC and TEQC each shall notify ]

the other and PETROBEL in writing of the total
quantity of the forecast Crude Oil, up to the
Entitlement of such party, which it elects to take
during the two (2) calendar quarters covered by
said forecast The quantity so elected by each |
party, as heremabove provided, is - referred to
hcreinafter as the "Nomination™ of such party for

said calendar quarters. i

]
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PETROBEL shall endeavour to produce during | &5 &yl L gy J = 3 2 b Jiler - Y

each calendar quarter a quantity of Crude (il
equal to the sum of the Nominations of EGPC

frteid main storage tanks constructed, maintained
and operated by PETROBEL according to
GOVERNMENT regulations. Said Crude Oil

Gk s LIl Lt liaene foaed Gglan (W ca i
Loz ¢ il lncd N1 (5 e 1 pASDY o 3
bged s Lasudl il Wby o & pme Jiids OLaly

AW N A Y e T e i o o

shall be metered or otherwise measured for royalty |
and for the other purposes required by this Agr-
ecTnent.

Under norami conditions EGPC and IEOC will
each norninate its full Entitlement as defined
above and consequently there will be no overlift
or underlift. However, in view of the fact that
the actual volurme of Petroleum produced may

- LIWY! sl Ll 20
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vary from the forecasted volume, the Entitle-
ment of both parties shall be adjusted on the basis |
of the actual vohime of petroleum produced.

The foregoing assumes that the variance in
the volume of Petroleum produced was not the

result of any action of either EGPC or IEQC. |
In the event that cither EGPC or IEOC (Party

“A”) elects not to nominate all or part of its for-
ecast Entitlement of any Crude -Oil in a given

calendar quarter, the other party (Party “B*) |

shall have the option to purchase any or all of |

the Entitlement of Party “A” which said Party
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“A" bas not clected to ngminate at the Market
Price as defined in Paragraph (c) of Article VII
herecof. Any Crude Qil so purchased by Party
“B” will bc considcred as part of Party “A's”
Entitlement,

If a reduction in the volume of Crude Ol prod-

uced 1n any given calendar auarter t f - .
Y gi q r 18 due to | SIS RC] | P | PR B (R

the fact that
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) Party "A” did nov nominate all or part of
its forecast Entitlement and lurther that
Party “B" did not elect to purchase all or
part of Party “A’s” forecast Entitlement thus
available, or

i) Party "A” dud not iift and disposc of qua-
ntitics of Crude Oil according to its Nom-
ination, Party “B" will, nevertheless, be
permitted to take and dispose of the entire
quantitics of Crude Oil during said calendar
quarter to which Party “B” is entided as
defined in this Article V based on the atore-
said forecast.

Under either circumstance, however, both
Parties’ Entitlements shall be adjusted to the
effect that the sum of the adjustcd Entitlements

the volume of Crude Oil actually produced
in said quarter by using the same ratios as their
forecast Entitlements bear to the total volume
of forcemst production. Assuming that pavy
“B has lifted its {orecast Entitlement as permmt-
ted, party “B” will be deemed to have overlifted
the difference between its forecast Entitlement
and its adjusted Entitlement {“Deemed Overdift”).

Party “A” {the “Underlifter”) will then have the
option to recover a quantity of Crude Oil equal
to the “Deemed Overlift” to make-up such De-
emed Overlift by taking Crude Oil from Party
“B’s” (the "Overlifter” forecast Entitlement in
future quarters, at rates not to exceed seven {7)
percent of the Undcrlifter’s Entitlement basced
on the actual valume of Crude Qilproduced {not
the forecast) in any such luture quartess.

It is agreed that -

(1) Party A7 shudl nomuisate its [ull Enutle- |

ment before exercising 1ty make-up  nghus
and

Party “A” shali notify Parey "B aud PET-

()

ROBEL of ity imweition 1o exercise  above-

referred to opusn at the samie tirne it 1s mak-
ing s Nommnadion parsuant to Paragraph
b 2ol this Aracle ¥Voand

AT s RGPC, BG P

SHCENsn Cxeralse itk make-up

() I the cvern Parg

-
Tl

shiall not st
right under this Paragraph and 1ts option

sk T 00 e ol e B s Clost
Recovery Crude Ol in kind, and

(ivi CGPC option o rake THey (308 pereent ol
its Excess Cost Recovery Crade O e kand
shatl, subject o the abave-referved to notifi-
cation, be resnned immedately afrer the

ional Deaped Owve it n made ap bl and

i
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(v) In po event should the make-up quantity in-

fringe on the volume of Crude il requirvd |
total |

for IEOC and EGPC to recover the
allowable recoverable costs during any guar-
ter, with such requirements of Crude Oil
bascd provisionally on the latest statement ol
Cost Recovery Crude Oil.
It is the intent of this Paragraph g) to recognize
that n'cither; party shall take and dispose of more
than the recoverable volume of Crude Oil in the
reservolr to which it is entitled under this Agree-
meiit. |
In the event the Board of Directors of PETRO-
BEL. should fail to agree as to the' amount of re-
coverable rescrves subject to this Agreement, the
matter shall be submitted to an internationally
recognized petroleum firm selected by the GOV-

- ERNMENT, EGPC and IEOQC. Failing such

.agreement such firm shall be appointed as pro-
vided in Article Vil (c) (2) of this Agreement.
(h) Immediately upon the signature of this Agreement,
and on or before each calender quarter EGPC and
IEOC shall meet and agree upon a schedule for tanker
hiftings from the point or poiats of export, such sche-
dule to be in accordance with the procedure for sche-
dulng tanker liftings to be agreed upon hetween
EGPC and IEQC.
- ARTICLE VI
WORK PROGRAMS AND BUDGETS AND AUDIT
(a) Exploration operations in the Area shall be carried
out by the Operating Company referred to in Article
V of this Agreement as agent of EGPC and IEOC in
accordance with the approved Exploration Work
Programs and Budgets.

At least four (4) months prior to the
each Calendar Year or at such times as may mutuaily
be agreed upon by EGPC and IEQC, PETROBEL
shall prepare and submit an Exploration Work Pr.,
gram and Budget to the joint committee to be estab.
hshed by EGPC and IEOC after the signature of this
Agrecment. The commtttee, hereinafter referred
as the Explovation foint Committee, shall consist
tour {4} members two (2)
by EGPC and two (2) by IEOC. The Chairman of
the Exploration joint Committee shall be designated
by EGFC from among thc members appointed by it.

"ih

beginning nf

of whom shall be appointed |

|
E

The proposed Work Program und Budgzet shall he syl

ject to the approval of the Ex ploration Joint Commi-
tee.

The Work Program and Budget
or changed by the Committee

val, which shall not he urreasonably withheld, it i«
further agreed thar -

(1) IEF)C and PETROBEL shall not substantiajky
revise or modify said Work Program ang Budaer

may be amended

fnllowing such appro- |

1'

nar recuce the approved expenditure withng price

pproval bw the Exploration Joint Commitier.
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(i) In the event of emerngencies involving danger of |
loss of life or damage to property, 1EQC may ex-
pend such additional unbudgeted amounts as may
be required to alleviate such danger. Such ex-
penditure shall he considered in all respects as ex-
ploration expenditures and shall be recovered pur-
suant to the provisions of Article VII and Annex
“C" hereof. :

The approved Exploration Work Program shall be
implemented by PETROBEL in a workmanlike man-
ner and consistent with good international industry
practices and, txcept as appropriate for the process.

ing and evaluation of data and faboratory studies the-
reon to be made on specialized centers outside the
A.R.E, all geological and geophysical studies as well
as any other similar technical studies related to the
performance of this Agreement shall be made in the
ARE.

IEOG shall advance all necessary funds for all ma-
terials, equipment, supplies, personncl, administration
and operations pursuant to the approved Exploration
Work Program and Budget and shall recover any
such payments from the Cost Recovery Crude Oil as
provided under Article VII and Annex “C" hereof.

Development operations in the Area shall be carried
out by PETROBEL, in accordance with the approved
Development Work Programs and  Budgets and the
annual production schedule.

At least four (4) months prior to the beginning of
each Calendar Year or at such times as may mutually
be agreed upon by EGPC and IEOC the Operating
Corapany shall prepare a Work Program and Budget
for Development and an annual production schedule
for the succeeding year,

The production schedule and Development Work
Program and Budget shall be submitted to the Operat-
ing Company’s Board of Directors for approval, such
approval not to be unreasonably withheld,

The approved Development Work Program shall
be implemented by the Operating Company in a
workmanlike manner and consistent with good inter-
national industry practices.

[EOC shall advance all necessary  funds for all
material equipment, supplies, personnel, administra-
tion and operations pursuant to the approved Devel.
opment Work Program and Budget.

IEOC shall recover any such paymnents from the
Cost Recovery Crude Ol in the manner provided
under Articlc VII hereof and Annex “(C.

. If the Exploration jont Committce or the
Board of Directors of the opreating  Company,
as the case may be, fail to approve the drilting,
dﬂﬂﬂﬂﬂiﬂg, or plugging back and testing of any
particular well, in the Area or the location of

such well JEOC shal] have the right 10 propase
0 do such work at jes sole risk.
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IEOGC shall notify EGPC of such proposal,
with a copy to the Operating Company. Such
notice shall contain the data .and specifications
and the work schedule for the particular work
to be donc and the estimated cost  thereof.
EGPC . shall have thirty {30} days from receipt
of such notice in which it may endorse its appro-
val by a written notice to that effect to TEQC
with copy to the Qperating Company.

If EGPC notifies IEOC that it does not
approve the carrying out of such .work or fails
to give any notice of its decision ithin said
the option to do such work at its sole risk and
shall 50 notify the Operating Company provided
such option is exercised within thirty (30) days
from the expiration of the above-referred :o
thirty (30) days period. The receipt of such
notice shall be the authorization ¢f IEQC to the
Operating Company to commence said work as
the sole nsk opération of IEQC.

Notwithstanding the foregoing, if the sole risk
operation is the deepening or plugging back and
testing of a well and the rig with which the well
was dnlied or any other rig capable of carrying
out the desired operation, is on location, the
peaed of time for the decision of EGPC shall be
only three (3) days from the date of EGPC’s
receipt of IEOC above mentioned notice. Pro-
posals for the drilling of each well, exploratory
or development, shall be made separately and
shall include the drilling, completing, testing and

equipping of any such well. '

Promptly after the receipt from 1EOC of the

thirty (30) days period, then TEOC shail have |

.
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pany shall commence the desired work which
shall be done at the sole risk of IEQOC.

(2) Subject to (b) below, in the event a well
drilled at the scle risk of IEOC is a dry hole,
then TEOC shall not recover its cost.

For the purposes of this Paragraph 3 (a)
a well which produces only Gas is to be
treated as a dry hole {(subject to Article
XXVII of this Agrecment),

{b) In case a well s a producer of Crude Qil,
IEOC shalt be cnatled to recetve and shall
own all the Crude Oil produced and saved
from said well or wells fexeent for the
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JOVERNMENT rsoyalty of ten {10} per
cent) until IEQC shall have received there-
from on the basis of the prices as deternuned
in accordance with Article VIT (¢} of this
Agreement the following :

(1) For all previous sole risk dry holes, an
amount equal to the costs and expenses
incurred and paid by IEQOC for the dril-
ling operations including testing, plugging
and abandoning said wells, PL.US.

() for the well which is a producer of Crudc
Oil .

(a) if such well is an Exploratory Well, |
an  amount equal to the costs and

expenses incurred and paid by IEQC
for such drilling operations including
completing, testing and equipping of
said well, and two hundred percent
(200%) of such costs and cxpm a1,
(b) if such well is a Development Well,
an amount equal to the costs and
expenses incurred and paid by IEQC
for such drilling operations including
comnpleting, testing and equipping of
said well, and one hundred percent
(100%) of such costs and expenses.

AND

{

(1) An amount cqual to the costs and expe-
nses mcurred and paid by TROC for the
operation and maintenance of said well
or wells until such time as TEQC so
recovers the amount referred to in (i) o
(12) above as applicabie.

Within forty-five {45) days after the cod of each
calendar quarter TEOC shall submit to EGPC
a statement showing the value of the Crude Oil
recetved by TEOC and the amounts described in
Sub-Paragraphs (b) (1) through (h) (if) of
Paragraph (c) 5 abave and the amounts recowe-
red as provided for in Paragraph (c) 3 {b) above.
With the statement submitted at the end of the

quarter 11 which the total amounts referced to

in Paragraph 3 above have been

: recovered,
[EOC shall give FGPC writen notice of such

ocovery.  Effcetive with the date on which

’

such toral amounts were recovered, the tesms

of this Agrecment  shall be applicable  with !

rspect 1o such well or wells ang any Crude O4f |
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produced therefrom shall be allocated between

EGPC and [EOC in the manner stipulated in |

Article VII of this Agreement. The abov:ﬁ
referred to statement shall be subject to EGPC's
right of audit under this Agreement.

It is understood that if a well dritled at the sole
risk of TEQC is a Commercial Well but tor
reasons to be determined by IEQC at YEOC's
discretion, IEOC does not consider such well as
worthy of development, such well shall be
deemed for the purpose of recovery of costs 10
be a dry holc as per paragraph 3 {a) above.

Hawever, i EGPC elects to develop sach well
according to Article 1V of this Agreement al
its sole  cost, expense and risk, then TEOC
shall he ‘entitled recover all the costs and
expenses of such wells or wells as provided m
Article VII hereof but only from such well.
IEOC shall be deemed to have relinguished the
area as per Article 1V of this Agreement.

IEOQC shali render to EGPC within forty-five
(45) days of the end of cach calendar quarter
a Statement of the costs of maintaining JEOC’s

officce and any similar expenses incurred and
paid by IEOC during such guarter.

The Operating Company shall render to EGPC
-and TEOC within forty-five (45) days of the end
of each calendar guarter a Statement of Explo-
ration  and Development expenditures  and
actvity duoring such quarter.

Within the three (3) months from the date of re-
ceiving such Statements, EGPC shall advise TEQC
in writing if it considers :

(1) That the record of costs is not correct. or

- (i) that the costs of goods or services supphiced

are not in line with the international market
prices for goods or services of similar quality
supplied on similar terms prevailing at  the
time such goods or services were  supplied,
provided, however, that purchases and servi-

ces performed within A.R.E. shall he subjert
tn Article XXV, or

(iii) that the conditim of the materials famished
by TEOC daes nat tally with their prices, or.

{1v) that the costs incvrred and paid are not req-

sonahly reguired for operations.
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TEOQC shall confer with EGPC in connection with
the problem thus presented, and the parties
shall attempt to reach a settlement which 13 mu-
tually satisfactory. 1l within the time limit of
the three (3) months period provided for 1n this
paragraph, EGPC has not advised IEOC of its
ubjection to any Statement, such Statement shall

be considered as dpproved.

IEOQC shall have the rame audit rights on the
Operating Company’s Statements as EGPC, sub-
ject to the same limitation of timne,

Subject to Sub-Paragraph d) 3 helow, 1EOUC
shall, pending resolution of any such objection,
be credited for any cost or expense incurred and
paid by it and shall be entitled to recover said
costs and expenses from the Cost Recovery Crude ;

Oil as provided in Article VII. . 1.

If a mutually satisfactory settlement of any ac-
counting or cost aobjection between EGPC and
IEQC is not reached within three (3) months
from the date of EGC’s or IEOC’s objection, as
the case may be, cither of them shall have the
right to refer such dispute to a firm of Chartered
Accountants of international repute for determ-
ination. Such firm shall be agreed upon by
EGPC and IEOQOC, and failing agreement, by the
President of the Institute of Chartered Accoun-

tants in England and Wales upon request of
either of the two parues.

Such determination shail be final and bindmg on
EGPC and IEQC.
Any reimbursement duc to EGPC out of the Cost

Recovery Crude Oil as a resude of reaching agree-

ment or of a decision by the Chartered Accoun- |

tants shall be promptly made in cash o EGPC

(as if it were part of EGPC's Excess Cost Reuo. !
very Crnde Oil enbitlement), plus  interest ot ?
i

seven (7) percent from the date on which  the |

disputed amount {s) would have been patd 1 |
EGPC according to Article VII a) 3 and Annex
“E” {i. €. the date of rendition of the relevant
Cost Recovery Statement) of this Agrecment o
the date nf payment. |
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ARTICLE Vil | « FmluSh 35 4
RECOVERY OF COSTS AN EXPENSES G LBl <13 s -
* AND PRODUCTION SHARING | BT s SBally SN byt
(a} 1. Gost Recovery Crude Ol ‘ N Sl Y sl G -\ (1)

Subject to the provisions of Annex “C” and io
auditing provisions under this Agreement, IEOC
(and EGPC insofar as its share of Sunk Costs m
COPE is concerned) shall recover all costs ancd
expenses as described below in respect of all Ex-
ploration, Development and related operations

under this Agreement by taking twenty (20) per
cent of all Crude Oil produced and saved from

the Area and not used in Petroleum operations,
Such Crude Oil is hereafter referred to as “ Cost
Recnvery Crude oil”

Such costs and expenses shall be recovered from
Cost Recovery Crude Oif in  the following

mannier .

(i) Operating Expenses shall be recoverable in
the Tax Year in which such costs and expen-
ses are incurred and paid.

(ii) Exploration Expenditures, as well as Devel-
opment Expenditures for associated gas deli-
very to the shore facilities m the Twelve Lea-
ses as provided for in Art. XXVII a), shall
be recoverable at the rate of twenty-tive (25}
percent per annum based on amortizatioin ag
that rate starting in the Tax Year in which
such expenditures are incurred and paid.

(in] Development Expenditures shall be recover- |

able at the rate of tweive and one half (12.5]
percent per annum based on amortization at
that rate starting in the tax year during which
such expenditures are mcurred and paid.

(iv) IEOC and EGPC Sunk Costs, as defined 1n
Article TI {24) shall he recoverable pursuant
to the provisions of Annex “C”, with the un-
derstanding that, starting January 16, 1977
EGPC shall be entitled, in nrder to recover
its Sunk Costs, to [irst take 7% of the total
Crude Ofl produced and saved from the Area
being part of the 209% Cost Recovery Cnude

(Wl

It s understood and ¢ greed upon that the
recovery of costs and expenditures as based
upon the rates referrcd to above shall be allo-
cated to ¢ach quarter proportionally {one
fourth to each quarter) commencing in the
quarter ni which such costs and expraditures
are meurred and paid.
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To the extent that in o calendar quarter, coss,
expenses or expenditures recoverable per Para-
graphs 1), 1), 1) and 1v) preceding exceed the
value of all Cost Recovery Crude Qil for such

quarter, the value of the Cost Recovery Crude Oil
shall be allocated in accordance with the follow-

ing order of priornity :
EGPC Sunk Costs in COPE as dctermined in Annex
C,, Sect. 5, tn the extent of 7% of total Crude Ol
produced and saved from the Area ; |

(a)

b

(b) Operating Expenses ;

() Carry forwards, if any, as prorated in the period from
which such carry forward arises | |
(d} Development and Exploration Expenditures relevant

to operations under the Twelve Leases as from the
Effective Date :

IEOQC Exploration Sunk Costs in Abu Madi pursuant
to Annex C Section 5d) 1) ;

(f) I[EOG Development Sunk Costs in Abu Madi purs-
vant to Annex “C" Section 5 d) ii), as well as the
Development Expenditures rclevant to  opcerations

under the Abu Madi lease as from the Effective Dare.

The excess as to items nnder (b), (¢), and () shall be
carried forward for recavery in the next succeeding quarter
or quarters until fully recovered but not alter the wrminag-
tom of this Agrerment,

shonid [EOC in any grven year (an) o reconer through
Cost Recovery Crude OH -

~allor part of the costs undler parvagraph ff}  abavr.
EGPC shall refund to TEOC in Crode Oil the snreen-
vered amount of such costs 1o the cxtent of the uan-
tity of the Excess Gost Recovery Crude OH aceruee
to EGPC in the previous fonr years ¢

— all or part of the costs under paragraph (B abawe,

EGPC !ihﬂ.“ ﬂ'f d_ I (_: h‘ nl o IS - - -
undd 1in Crue i LEOQC the ungre i 5 s r-'“" Ids dred () Ll gt 5y

covered amount of such casts anne of BGPC S dire o
Profit Ohl.

L
!

The refund by EGPC provided for under the Lt ean
sentences shall take place within the first quarter of the fol- |

HIN W

For rhe pairpose of determining s classification el
cosISoexpenses amd expenditures for their reoover: gy [0
low e ferms chigf anply -

] - : : Y S Tt~ j - ,
lowing year, but not after the teamimation of thix Auree. o et aw ot S

[ J——

"3 () 3 (V) 5 () st Wt Ly Leshs a1t
| oaeatdt (Bl e 3 I R e w iy W sl (8)

Sar Gl ded U ¢ L o Sl o0 LK Sy
piad Uil poe a0 2N S o Y awaddt A
JNCR WCRURTRUN R AR P

¥ il Wl e N e Lt L (D)
LPYo ol dou (o) Godll e el i) B Cade
gr b Sdndly pndl (LAl o3l Jlaat e L 3
- dadaaly

S Gl Sy s ¢ wmdes ST Us 0 UL ()
SR o | PSP PEP AW R |

dic i Y6 Aalndl el didalt cdty st S (o)
© Ob et Al e lzel s

PO | JL—:‘JMl_&E#MI g A sl an (o
(3) 45 gl et () Gebald Ul ol gl 3
* (V)

Jasl J Blgall & A g0 L) Lam ()
Aty geabiadl el (o) Gedad) Uik e T 5 Lzl
dobd) oldaadls ddlast) dny S WA s L (V) (2

Y VP | R IS ER S B VT IR VAPV P ) FESOR IRV I

P P ) () s () SR A 5 ah) Dy
IR 0L SV TR I (S TV BRSOV [0S VLI | P S JOJCON.

L) o Y00 med e e T 3 Uil 05 431

e LS LR EYCRR, PRt R PR e |

37 Ade () wdl G Lde o peadlt GG Gaa ST

S T PRSP Y YV I S SR 0 DIVL I E90

IS 1 i Y aeddi @Bl Qo b Al AlF 5 ase iy
I+ TAVOR R SUVOR FYR R IR L0V (IR SETIR RPN |

e (1) ) B Gds joraadt G a6

s aendl co i e g cal e iy o WD
Jhs B e GO B Gl (it s At o
L N T PR S e

. Lk

'L.-;'L‘:a_,:.__._...-‘:qf o daci) . ...:..'I._i_g',..al'r_g ;.__.l._JU:_.Jl FEILY ._.i:.:..ﬂﬂj
LI oAl i



29

VYA L ey 3(mF) 4 ol o

- YA

“Exploration Expenditurés” shall mean all costs |

and expenses for Exploration. _
“Devclopment Expenditures” shall incan all costs
and cxpenses for Development with exception of
Operating Expenses.

3. . “Qperating Expenses” shall mean all other
costs, expenses and expenditures made atier
Commercial Production which costs, cxpe-
nses and cxpenditures are not normally de-
preciable. However Operating Expunses
shall include work-overs,-repair and mamte-
nance of assets, but shall not include any of
the following : side-tracking, rednlling, cha-
ging of the status of a well from o1l well to
water well and vice-versa, and replacement
of assets. ~

Operating Expenses will include all costs,
expenses and expenditures {or staffing and
maintaining lLEQC principal office m Egypt
which are allocated to the operations under
this Agreement, but will not include either
costs of assets relating thereto, which will
be recovered at the rate of 25% per annurn,
or the costs and expenses related to expor-
tation of Crude Qil.

[t 15 undexstood that the warchouse stock valucs
of DELPCO as on December 31, 1976 and of
COPE as on November 30, 1975, referred to in
Annex “'C”, Section 5 e}, as assued to operations,
shall not be included in the costs, expenses and
expenditures defined above. Warehouse stock
items purchased as from the Effective Date shall
not be comsidered recoverable under itcms 1, 2
and 3 above until such warehouse stock items
are issued to the operations.

4.

" 1EGC shail be cntitied to take in kind and -

parately dispose of all Cost Recovery Crude Oit

preduced (except as provided in Sub-Paragraph |

a) 3 below of this Article VII) plus its share of
the balance of the Crude Oil as stipulated i
Paragraph b) below of this Article VII. Title
to all such Crude Oil and risk of ioss shall pass
to IEOC at the wellhead.

H the entiddemens of the GOVERNMENT i

“Sunk Costs™ as defined in Arucic 11 (24}

|

ot EGPC to all Crude Oit produced in A R.E. is l . ,
less than the total quantity of Crude Qi regule- RV GRS TR A TGN CAVL e LM L LI SR S Y g it

ed to be refined in A R.E. 1o produce the procdhices |

required for nternal consumption (the cdliffer-

shall herein after be veferred o as the " 1mbai,

nee”} theno in thar evint, the Crnde O which

. I i - l: . - ; -.la ™= - - 1 . -II.
ence between abaove reguiremeiits and entiglenyea: 0" (LS SRR USRI || RERFE LR I S JEEN U PO

Pl G & AWt LS e asd e o paa oale

'W\QUJFJ#WMJJIWIQW ¥ — )

il Mg paey AT oy e n el OB s T
. J.:.i..&:.“ c\d g pan PUIS

CACTPP IR ‘_,&:;JLL.:J’I paan K Jode—all g ae 2 — ¥
W ey 0 ol gWh e e S T g S sl
b J L ey ¢ sl Skt LU e oAandls PP LY
Glos phaoly JUT oot Slhes Joudi onddl Uiy pan
Sty U1 S aan i G e S S Y STy )
oty Salt g g VR B e B e ey e
el Jou JpeV]

iy ey AU LU Lla] el Jeaddll ola) ey
BN pan g N Al e s Lo Besidi
WL RO PEY U PR TR PEFIRCR W I I SN D STU
WP PR UR STV BN PSS INEEUSINV IS
A Y5 Y St g L R R R P
| o eI o N paean Al oAy pally

ARYY w3 VY 3 gahedt g5dis O e dd OF p oyl (A
L0V Ll VAVe iy Tr b abedl L0531 Gy B
e ¥ Adeald b e (gl (o) G (2 () ebsdt it
| - Al Ualt oliadiy ol el PR 1 TR
O B L Nl H SR

ool G T s (T) 4 (D) R+ (NSRRI PRI
v 2habaad] 43 50

LR DAt WA DU L oy Sgdins —adushy _ 8
gt If‘,thJinﬂJ;mﬁ_:L;::#'ﬁ.ﬁl:jj_Lﬂﬁ_?{i}
uﬁblu@;;@tﬁdisuﬁiwnrwucﬁﬂ@
i) sl b o (o abind (1) (1) e @0t dh 0 4
g Je iy Adh @bt o Sh e 5 Leian L la.
Lot ollt o e oot (@) 4t e oy o L
by e 4 galf aais deliea pll o i e Ale Jy s

" J:LJ'F
ploalt oy ) J i Gl G o) Claminns a1 bl 5

S Lt g et gt i cilmilt e Jpandl! - F e

2

4.:.]_3-!..“ A 43 ‘_':J"l- -Li_.ﬂ"l J| T _f.l.lb_f «amr W 'I-.L.L Ltj_..l.n.a.:




30

VYA L by (V) ] sl e N

Y.

(a} 3.

IEQC has the right to export in accordance with
the foregoing shall, subject to EGPC’s notifying
IEOQOC at least Yorty-five (45) days before the ca-
lendar semester, be reduced by the amount re
presenting  IEOC’s proportionate share of the
Imbalance. The amout of such proportionate
share shall be based on the volume of IEQGC’s
entitlement to A R.E. Cruade Oil production in
proportion to the volume of entitlements of
others (except the GOVERNMENT and/or
EGFPC) to such preducton. It is understood
that the Crude Oil which EGPG may take for

the purposes of refining in AR.E. as set - forth

. above, may be refined outside A R.E. to produce

products’ for mternal consurnption in AR.E. in
case and only in case AR.E. refinery capacity s
damaped or out of order and should be limited
to the supply of a capacity equivalent w the capa-
city out of order. EGPC shall furnish TEOC at
least fifteen {15) days prior to the first day of each
calendar month with an irrevocable letter of cre-
dit confirmed by a prime New York bank in fav-
our of IEQC which shall cover the amount of
Crude Oil which EGPC has elected to take from
IEQC in such month and shall be in an amount

- of United States Dollars equal to the total values

of such Crude Oil to be taken during such month
as determined by the prices established accord-
ing to Article VI ¢} hereof.

To the extent that the value of the Cost Recovery
Crude Oil (as determined in  Subparagraph c)
below) exceeds the actual recoverable costs and
expendicures including any carry forward from
paragraph a) 1 above to be recevered in that qua-

Crude Onl” actually taken and scparately disposed

of by Contractor shall be paid by IEQC w0 EGPC
m the manner set forth in Annex “E”, and IEQC
shall be deemed to have purchased such Excess

Cost Recovery Crude Oil.

With respect 10 such Excess Cost Rocovery
Crude Onf which TEOC shall be decemed to have
purchased (per this sub-paragraph a} 3 of this
Articie VIl}, EGPC shall be entitled to elect

vach year to take up to fifty (50) percent thereof |

i kind opon a4 ninety (90) days prior  written
nouce to 1ECQ and thereby reduce the amount
to be purchased by IEQOC in the same percen-
tage amouni, provided that EGPC shall not ex-

cercise such option unless it is taking its full pro :

duction Sharing percentage as per Acticle VI
by helene 1 ket
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EGPC is authorized to deposit the amounts of
jts Excess Cost Recovery Crude Oil repayable
in cash plus its share of Sunk Costs in 1ts account
abroad as referred to in Article V ) of this Ags-
cement.  Withdrawals from said account shall be

as provided in Article V ¢) of this Agreement.

Production $haring.

The remaining eighty (80) perocnt of each Grude
(il produced and saved from the Area and not
used in Petroleum operasions shall be taken
and disposed of separatldy hy EGPG andl
IEQC in the following proportions -

. For the first two years of this Agreemeat
starting from the Effective Date the split

for both all Old and New Oil will be 83% .

EGPC and 17% IEOC regardless of pro-
" duction levels.

2. After ahove initial two year period :

() The split for Old Ol wilt be 85% EGPU
and 15% JEOC regardless of production

levels ; and

(i) The split for all New Ou will depend
on combined production levels of both
(ic. the total Old and New Ol ) as

follows

(a) When the total combined average
daily production exceeds 75,000
barrels per day for a period of sixty
(60) consecutive producing days, the
split for all New Oil will be esghty
seven per cent (87%) for EGPC and
thirteen percent (13%) for IEQC.

(b) When the total combined average
daily production reaches 75,000 bar-

rels per day or less for a period of
sixty (60) consccutive producing days
the split for all New Oil will be eighty
five per cent (85%) for EGPC and
fifteen per cent (15%) for TEOC.

TheCost Recovery Crude Qil to which 1EQC s
entitled each calendar quarter pursuant to Arti
cle VII a) and the Crude Qil acquired by TEOU
pursuant to Articke VI1 b) shall be valued at

Market Price.

('} 2.a) Market Price will be deterinined for cach caien-

clar quartrr in advance between EGPC and ILO(:
and means the best marker price per harre! {Lo.b.
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Egyptian port of loading, obtainable from custo- |

- mers generally regularly purchasing on compe-
tiive terms, that can be determined for sales of
comparable quantities of Crude Oil during such
quarter with convertible currency payments el-
fected within 60 days from time of shipment and
asswning that these sales are not being influen-
ced by. any special dealing or any special rela-
tionship such as barter or pertaining to barter,
and that they are pursuant to armslength purch-
ase transactions contemplating regular liftings
over a period of at least 90 days. Market Price
will be detcrmined separately for each crude cil
or crude oil mix and for each port of loading, In
deterimining the Market Price, IEQC and EGPC
shall consider all available relevant cvidence in-
cluding : |
(1) The weighted average prices in freely con.
vertible currency for f.0.b. point of any sales by
EGPC and IEOC to non affiliated companies
for Area crude oils currently in effect which
meet the requirements hereof. |

(u} Current prices in freely convertible currency
of leading crude oils produced in the ma:
Jor Arabian Gulf crude oil producer countries
which are regularly soid in the open market,
in respect of Crude Oil being valued hereug-
der produced in the Gulf of Suez, and

(111} Current prices in frecly convertible currency
of leading crude oils produced in the major
Mediterranean crude oil producer countries
which are regularly sold in the vpen market
i respect of Crude Oil being valued here-
under produced in the Nile Delta, if any,

to the extent sold under terms  and conditions
{excluding price) noe significandy different from
those under which the crude being valued wili fx
sold and always taking into account appropriate
adjustments for quality of Cruge Oil, freight acl-
vantage or disadvantage of port of loading nd
other appropriate adjustments, all as follows -

Prices determined putsuant to Sub-Paragraphs i),
1) and iii) above shall be ad justed, as applicable,
for diffcrences in gravity, sulfur and other guality
factors genevally recogmzed by sellers and pu.-
chasers as reflected in crude Pricing, transporta-
tion 90 days insurance premiums, if any nnusual
fees bome by the seller, and for éredit terms in
excess of 60 days, and the cost of [oans or guaran-

tees granted for the benefit of the seller, at pre-
vailing intercst rates.

Prices of the following types of sales shall
consrdered iy computing Market Price -
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" (i) salcs whethey direct or ndirect, through-hro-
kers or atherwise, of any scller to apy affiljate
of such seller; :

(ii} sales involving a quid pro quo other than
payment in a freely convertible currency or
motivated in whole or in part by considera-
Gons other than the usnal economic incentives
for commercial arm’s length crude oil sales.

The intent of this provision is to determine the
highest price in convertible currency that is ab-
tainable generally in arms length {rapsactons, in
the open market from customers regularty
purchasing on competitive commercial terms.

1f EGPC and IEOC fail to agrec on Market
Price for any Crude Oil for any quarter at least
fifteen (15) days n advance thereof, they shall
promptly submit to a single arbitor the question,
what single price per barrel, in the arbitor’s judg-

ment, best represents for the pertinent quarier)

the Market Price for the Crude Oil in question.
The arbitor shall make his determination as soon
as possible following the guarter 1n question. His
determination shall be final and binding upon ali
the parties. The arbitor shall be selected n
advance for each calendar year in the manner

described below.

EGPC and IEOC each shall submut to the
other a list of three or more nominees for the
position of arbitor. 1f one nominee appears on
hoth lists, said nominee shall be the arbitors. i
more than one nominee appears on both lists the
arbitor shali be chosen from such nominees ap~

pearing on both lists by agreement of EGPC ana

IEOC.

If none of the namnes appearing on onc Lt
appears on the other or If one party fails to pro-
vide a list or failing prompt agreement by EGPC
or TEQC on an arbitor, such arbitor shall be
chosen by the Secretary General of the Interna-
rional Center for the Settlement of Investment
Disputes of the International Bank for Recops-
truction and Development (World Bank), with
regard to the qualifications for nominees set
forth below, upon written application of one ur
both of EGPC and IEOC.

Copies of such a;ﬁplicatinn by one of thean shall
be promptly sent to the other.

Nomineces shall be as nearly as possible persors
with establihed reputations I the international
petrolcurn  industry  as experts in pricing and
marketing crude otl in international commerce:
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No nominees may be, at the time of selection,
nationality except however that no nomineg shall
be citizen of a country which does not have diplo-
matic relations with both the ARE. and ltaly.
INo nominec shall be excluded on the basis of
employed by,.or an advisor or consultant on a
contiming or frequent basis to, the Organization
of the Petroleum Exporting Countries or the
Orpganization of Arab Petroleum Exporting Coua-
tries, or a consultant on a continuing basis to
EGPC, IEOC or an affiliate of either, but past
occasional consuitation with such companies, with
other petroleum companies government agencies
or organizations shall not be a ground for disqua-
lification. No nominee may have been, at any
time during the ten years before selection an ein-
ployec of any petroleum company or of any Gov-

ernment agency or organization,

Should a selected nominee dechine or be unable
to scrve as arbitor or should the position of said
nominee fall vacant prior to the decision called
for, another nominee shall be chosen in the same
manner provided m this paragraph provided that
if the name of another nominee appears on both
lists submitted at the time of the original selec-|
tion, such nominee shall be chosen. EGPC and
IEOQC shall share equally the expenses of selec-

tion of any nomunee.

The arbitor shall make hiz determinatuon 1n
accordance with the provisions of this Paragraph,
based on the best evidence available to him. He
will review oil sales contracts as well as other
sales data and wmformmation but shall be free o
evaluate the extent to which any contracts, data
or information is substantiated or pertinent.
Kepresentatives of EGPC and JIEOC shalf have
the right to consult with the arbitor and furnish
him wntten materials provided the arbitor may
unpase reasonable limitations on  this right.
EGPC and IEOC each shall cooperate with the
arbitor to the fullest extent and each shall insure
such cooperation of its trading companies. The
arbitor shall be provided access to crude il sales
contracts and -related data and mfommnun
which EGPU and IEOC or their trading

panies are able to make available and w}uch mﬁ

the judgment of the arbitor might aid the arbitor
in making a valid determination.

Pending Market Price determination by the
arbitor, the Market Price for the quarter imme-
diately preceeding the quarter in question shall
remain temporarily in effect. In the event
either EGPC or TEOC should incor a lose by
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(d) 1.

(d) 2.

virtue of the temporary coritinuation of the Mar-
ket Price of the previous quarter, it shall promptly
be reimbursed such loss by the other party plus
interest at seven (7%) percent.

In the event there occurs any drastic circumsta-
nce beyond the reasonable control of the parties
which significantly alters the Market Price of any
Crude Qil, during any quarter for which a Mar-
ket Price has already been cstablished, EGPC

and IEOC will agree upon a new Market Price

for such Crude Oil and upon the period of such
quarter during which it will apply. Failing
agreement by the tenth day of the next quarter,
the pricing dispute shall be submitted for final
dctermination by the arbitor according to the

aforesaid provisions.

Without prejudice to paragraph dj 2. below,
IEQC shall always have the right to separately
take in kind and freely export currently all of
the Crude Oil from the Area to which if is.entit-
led as is determined in accordance with Sub-
Paragraphs a) and b) of this Article. Subject to
payment of sums due EGPC under Axticle VI1I
a) 1 and 3, IEQC shall have the right to retain

‘abroad all funds acquired by it abroad including

the proceeds from the sale of its share of Crude
Oil exported.

TEOCSs above referred to entitlement of Crude

Qil produced and saved from one or more Scc-
tors of Sub-Arcas A and B or from Sub-Area C,
may be taken by EGPC in whole or in part, sub-
ject to EGPC and IQEC's mutual agreement{wi-
thout any further procedure) and to IEOC receiv-
ing in such case additional quantities of Crude
Qil from one or more other Sectors equal
value to such portion of IEOC’s entitlement, as

referred to above, taken by EGPC, on the basis

of the prices determined as set forth in Paragra-

ph ¢) of this Article VII. For the purposes of |

calculating EGPC’s income and net profits, any

Petroleum taken by EGPC to be refined for in- |

ternal consumption under this Agreement shall
be valued in a2 manner ensuring that EGPC ob-
tains a reasonable return for such Petroleurn,

It is hereby agreed that EGPC shall take m kind,
at the Abu Mazdi Field storage tank facilites
for consumption in the internal market, all Con-
densate produced and saved from Abu Mads

Field.

For the of implementing the foregoing
provisions of this Article VII as to EGPC’s and
IEOC’s respective shares of Crade il there-
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under, the volume of such Condensate so mkaul Yoheo taine bis Ty Calosd (gl AL bia pom Ol
i kind by EGPC shall be decmed to correapand P R T FIE N R WeP
to and be valued as an equal volume of Belayim
Blend.

However, if in the opinion of both IEQC and
EGPQC the export of Condensate is economically
feasable, EGPC and 1IEOQC will take in kind and
dispose of their respective shares of such Conden-
gate, for export, in accardance with the provis-
1ons of paragraphs (a), {b) and (c) of this Article
ViI. g N

Fifty percent (50%) of Crude Oil prpduced
from the Area available to EGPC for export sales
abroad shall be offered to IEQC before selling
it to others at 2 price and on conditions specified
by EGPC as it deems appropriate,  IEOC or any
ot IEQC’s affiliates shall have the option to pur-
chase any such crude at the offered price and
conditions. The acceptance of such offers will
be processed im a timely and expeditious manner |
to ensure prompt deasions for the benefit of
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ARTICLE VIII « Laltsl 33U 01 ,
RELINQUISHMENTS Sl b

IEOC may, voluntarily, relinquish all or part of the
Area at any tige during the tertm: of this Apreement, ex-
cept that, in the case of partial relipquishment, Sub-Area

- may not be relinquisbed by IEQC unless and untll new
Gas pools are discovered therein as from the FEffective
Date, requiring new development plants thereof, according
t¢ sound and economac oil field practice.

Should 1EOC relinquish Sub-Area C pursuant to ' the | « 4 55 b (o) Lol Gkl ge L5 i 1314
above,fit :1?&“ autﬂn:laticaﬂy loosclthc right to recover that Ghatll by palts KR )5 ala st A L aii WG GL
part o costs and expenses relating thereto {including | . - s v et g
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ARTICLE IX « da Sl el LN,
ITTLE TO ASSETS Jawe¥t dusla

(a) EG_PC shall be vested with legal ttle to all assets
{which term inclyde warehoyse matterials} acquired
and owned by IEOC in connection with or related to

the operations carried out by Operating  Company,
in accordance with the following :
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I.

Land shail become the property of EGPC as soon
as it 1s purchased, subject to IEOCs beneficial
right to use the same (through the Ope-
rating Company) for Potroleum operatlons dur.

ng the Life of and in accordance with the provi-

sions of this Agregment.
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wansierred automatically from IEOC to EGPC
at the end of the year when its total cost has been
recovered by IEOC in aceordance with the pro-
visions of Sub-Paragraph a) 1 of Article VII, or
m the event of termination of this Agreement,
whichever first occurs. The book value of the
Assets created during each calendar quarter
shall be communicated by IEOC and the Operas-
ing Company to EGPC and IEQC as the case
may be, within forty-five (45) days of the end of
cach quarter, - |

The legal tite to all assets respectively acquired for
the operations under the Twelve Leases and the Abu
Madi Lease prior to the Effective Date shall be held
by EGPC, as of the Effective Date,

During the term of this Agreement and the renewal
period EGPC and IEQC through Operating Company
are entitled to the full use and enjoyment, free of any
charge or payment whatsover to each other, in the
arca, and any other area approved by EGPC, of all
fxed and movable assets, including the assets acquir-
ed by EGPC and by IEQC as exclusive contractor in
accordance with the provisions of Article IV as well |
as of Section 1, Paragraph A and of Section 3, Parag-
graph m} of Amex “C”. IEOC and EGPC shall
not disposc of or encumber same except with agree-
ment of the other. 1
IEQC and Operating Company, subject-to  Article
AII a) of this Agreement, may freely import, into
ARE., use therein and freely export at the end of
such use any machinary and equipment which 1t
either rents or leases in accordance with good industry
practices if JEOC and EGPC determine that such
machinery and equipment are necessary for the effi-
cient execution of its undertaking under this Agree-
ment.

o«

ARTICLE X
OFFICE AND SERVICE OF NOTICE
TEQOC shall maintain an Office in A R.E. at which no-

Legal title to fixed and movable assets ahall be | ypig;
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tices shall be validly served.

The General Manager and Assistant Manager {or eqg-
IEQC with suffici-

uivalent positions) shall be entrusted by
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_ Jawful written
MENT or its representative under the terme of this Agree-
ment or any lawful regulations issued or hereaftsr to be |

188

with this Agreement. |

served which are received at the office of the General Ma.-

na

t power to carry out immediately and comply with all

directions given to him by the GOVERN-

ued, which are applicable hereunder and not in conflict

All matters and notices shall be deemed to be validly

ger or which are sent to him by registered mail to [EOQCs

Office m ARE.
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Notices under Article X XI should be made by an official
legal notice. i

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

All above referred to Notices may, if necessary, be made
by Telex or Gable.

ARTICLE XI .

‘SAVING OF PETROLEUM AND PREVENTION
OF LOSS

(a) Operating Company shall take all proper measurcs
according to generally accepted methods in use in the
international oil industry, to prevent loss or waste
of leum above or under the ground in any form
during drilling, producing, gathering and distributing
or storage operations. The GOVERNMENT has
the right to prevent any operation on any well that it
might reasonably expect would result in loss or
damage to the well or the oilfield.

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

5)

Except in instances where multiple producing forma-
tions in the same well can only be produced econom
cally through a single tubing string, Petroleumn shall
not be produced from multiple oil carrying zones
through one string of tubing at the same time, except
with the prior approval of the GOVERNMENT or

its representative.

()

Operating Company shall record data regarding the
quantitics of Petroleumn and water produced monthly
from each develomment lease.  Such data shall be sent
to the COVERNMENT or its representative on the
special forms provided for that purpose within thirty
(30) days after it is obtained. Daily or weekly statistics
regarding the production from the Area shall be avai-
lable at all reasonable times for examination hy autho-

rized representatives of the GOVERNMENT.

(d)

Daily drilling records and the graphic logs of wells
must show the quantity and type of cement and the
amount of any other materials used in the well for
the purposes of protecting Petroleum, gas-bearing or
fresh water strata.

Any substantial change of mechanical conditions of
the well after its completion should be subiert to the
approval of the representative of the GOVERN-
MENT.

(e)
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(a)

(b)

(d)

{e)

ARTICLE XiI
CUSTOMS EXEMPTIONS

EGPC, 1EOC, Operating Company and their
contractor and subcontractors engaged in carrying on
operation under this Agreement shall be permitted

to import and shall be exempted from cusioms dutics,
with respect to the importation of machinery, equp-
ment, vehicles, materials, supplies, consumable items,
foodstuffs and movable property when certified by a
responsible representative of EGPC to be used solely
In carrving on operaticns under this Agreement.
Fach expatriate employee of IEOC and Operating
Company and the said contractors and subcontractors
shall be permitted to import and shall be exempt from
all customs duties with respect to the reasonable
importation of household goods, items, foodstutfs and
personal cffects including one automobile ; provided,
however, that such properties are imported for, the
sole use of the employee and his family and provided
further that no such property wmported by the
employee shall be resold by him in the A R.E. except
in accordance with GOVERNMENT regulations.

The exemption provided in {(a) of this Article shall
not apply to any imperted items when, in the opinion
of EGPC, items of the same, or substantially the same
kind and quality are manufactured locally and are
available for purchase and timely delivery in the
A R.E. at a price not higher than ten {10) percent more
than the cost of the imported item hefor: custons
duties, but after transportation and insurance costs

have been added.

Any of the items imported into the ARE. either
exempt or non-exempt from customs duties, taxes or
imposts under this Article may be exported by the
importing party at any time without the payment of
any export duty, or impost.

Used but serviceable material, equip:nent and goods
resulting from operations hereunder may, subject to

EGPC’s and IEQOC's approval, be sold witlun the

AR.E. provided that the purchasers pay the appli-
cable customs dutics, taxesor imposts, i any, except |

if s0ld to EGPC or an affiliated company of EGPC.

Material, equipment and gocds so damaged or used
as to be non-serviceable and which are classified by
1EOC or Operating Company as scrap or junk (any
such TEQC appraisal being subject to EGPC’s appro-
val and any such Operating Company’s appraisal
being subject to EGPC and IEQC approval) may be
sold as scrap or junk without payment of customs

duties. taxes or imposts.

]
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(¢) In the event of such sale under Sub-Paragraphs {¢) gt 5 Ah ikl f el e s lides o) U SR
and (f) above the proceeds from such sales shall e} oLL o Wil & o585 44 ¢ 53 ¢ o 1 Gre il
Iﬂtﬂiﬂﬂdhythﬂowaﬁngmwymmmm au.,‘r‘..-r. \ g L‘CI . 19 \ h]_ ; ..leﬂ:-'ft.r
for and credited to the Operating Expenses. ¢ szl

(h} “Customs Dutics” as used herein, shall include all [ L. 5 \Whaasod L myes i W5 ondt oy Sl Joli (1)
duties, taxes or imposts (l:‘.!{l:cpt those charge;s paid L3 U"""*.r‘h o "r“.r‘"' f i__j"f,__" I‘-'f‘"""'J“ L . 14_"‘.&35’1
the GOVERNMENT for actual scrvices rendered), | Lhos leus A Lol o Lo b ) 4, Al

which are payable as 2 result of the importation of the | oV rgl 2 pidl cinans W 3101 Gz s G (sl
item or iterns under consideration. P TR

(7 There shall be no licence required, and IEOC and | e 3 v Jlall Ja2dl ol 3o Lagiy Ll 555 (b
EGPC shall be cxempted from any duty, tay, fec or 31 o0 LUl oo a5 dt Bl 538 L3UYY

any other financial impost in respect of the export of § el g dilaze 35T Tl Lait 3 LY 51 L1 o
« Petroleum hereunder. i

ARTICLE XIII « apd &I SN N

BOOKS OF ACCOUNT : ACCOUNTING AL ghulig dAnll — SULLat U
| AND PAYMENT | ] ] o -
() EGPC, TEOC and Operating Company shall each | Sbeteally & 300 sdty &gt 5n B 008 (1)
Iﬂﬂil'ltﬂil'l. at their business offices in tht AR.EPbOOI{S ..g].]_";_’ { t.r.ﬁ ) “., W *_-L |j ..:..L:L...;- _;U.I _{:]L...-AL:
ccount, in accordance with the Accounting Proce- Nt e ] o
i:: it t;mncx “E* and accepted 'Intcriatinnal F—L"-’w "'"'_-’-’ ‘:“' S~ J -UUI ..r-*'l"'“ rl-j'-u \ii »
accounting practices generally used in the petroleum Lls I Gl dhw L Jyaadly Ugill 40 s sady
industry, and such other books and records as may be C'-'-'JJ"J L::ﬂ-!_i-«-jl_i LF_,P.'S'I _,J'-L'-IJI Sl dﬂ.ﬁ:, ) J-’H‘

- necessary to show the work performed under this o il Lo s LI sie s et -a dde X
Agreement, including the amount and valuc of all | =% ©72 o 2 4 % odm aides Jlasl (o ddy L
Petroleum produced and saved hereunder. TEOC | - Ol sim acin 4 Jakoodty pxclt St ) I 4
and Operating Company shall keep their books of | _, s llail LS I, LIl s
account ‘and accounting records in United States ' - it
Dollars. Operating Company shall fumnish to the s LSS Y ey LY Y Sl
GOVERNMENT. or its representatives, monthly | ) i e e
statements showing the amﬂuntﬁ;f Petrolerm produced DUl ghtan o1 Ao ol Shabually A7) o200 0 s

nder. ch tatements shall be : -l Cet
and saved hereunder. Such ¢t ha pdp i & Sty el Jy 2l ,ﬁfg’c_ﬂy o et

repared in the form required by the GOVERN- | . Ched e . C ey
I:I:Ev‘l.']i'.l‘il"l", or its representatives, and shall be signed by LA Lol A L il Sl e s LW
the General Manager or by the Assistant Manager or | _yaagl sl palt 56 5 pladt i ke S0 s Adoea i
a duly designated deputy, and delivered to the GOV-§ . o )
ERNMENT or its representatives within thirty (30} 1 <% D Ll 2! LSl iy a3 oshe s
days after the end of the month covered in the state- C DL pde RS Al el Bl e Mg (1)
ment.

(B) ‘The aforesaid books of account and other books and | =13 AUl e ey o LT 5, 5 bl s (0
records referred to ahove shall be available at all | Bt ;e 3 Saian (950 O coo .« o L1 Sy

reasonable times for inspection by duly aulhﬂﬁf-‘:ﬁ'd% - Sl e Gpeagill Gkl G oes Lpaed] Al
representatives of the GOVERNMENT. |
|

{r} TEOC shall furnish EGPC not later than April 15% ;J*’"f S N ey anY arge D U d (o
with a copy of the Profit and Loss Statement and ‘ EaR b u"" hfmg j}ué-iu T U S W

copy of the year-end Balance Sheet to be submitted | ¢ Eree ) ot wleddl Goddian Q1 Lgn i et gl

to the ARE. Tax Authorities for the Tax Year tn | Nl Plw Led Ugal b v L ah Wt

show TEOC’s net profit ar lass from the Petreleum | = S RO LK U VS T CHEL RO | ER P W W

“!.wr:lﬁnﬂ_-; irder thie Aoveenent for sneh Vear . :'1-5“:"-"1 e
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) Operating Company shall prepare and, at all times
while this Agreement is i force, maintain accurate
and current technical records of s operations in
the Area hereunder. Operating Company shall
furnmish the GOVERNMENT or its representative,
in conformity with applicable regulations or as the
GOVERNMENT or its représentative may reasona-
bly require, information and data concerning its ope-
rations under this Agreement.

(b) Operating Company shall save and keep for a reaso-
| nable period of time a representative portion of each
sample of cores and cuttings taken from drilling
wells, to be disposed of or forwarded to the GOVERN-
MENT or ity representative in the manner directed
by the GOVERNMENT. All samples acquired by
IEOC and/for Operating Company for its own pur-
poses shall be considered available for inspection at
any reasonable time by GOVERNMENT or its re-
presentatives.  Any such samples which TIEQC  er
Operating Company has kept for a pertod of twelve
(12) months without receipt of instructions to forward
them to the GOVENMENT or its representatives or
elsewhere may be disposed of by TEOC ar Operating
Company at its discretion after giving notice to the
GOVERNMENT of the mtention to dispose of such
samples. |

Unless otherwise agreed to by EGPC. in case of ex-
perting any rock samples outside A R.E., samples eq-
vivalent in size and quality shall, before such exporta-
tion, be delivered to EGPC as representative of the
GOVERNMENT

Originals of technical records can only be exported
with the permission of EGPC ; provided, however,
that magnetic tapes and anv other data which must
be processed or analyzed outside the A R E. may be ex-
ported if a monitor or a comparable record is maint-
ained in the A.R.E. and provided that such exports
shall be repatriated to A.R.E. on the understanding
that thev belong to EGPC.

()

Operating Company shall provide EGPC with copies
of any and all data including, but not limited to, ze-
ological and geophysical reports, logs and well surveys)
information and interpretation of such data and other
information in its possession.  All such data and in-

farmation shall be strictly confidential and shall not he
divalged by FOPC. or the COVERNMENT. with.

I
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out the consent of IEQOC while this Agreement rem-
ains in force. However, for the purposes of obtaining
new offers the GOVERNMENTmay show any other

party geological and geophysical data or any other
data (but detailed logs only by mutual agreement)
with respect to the Area adjacent to the arca of such
new offer. ,

- ARTICLE XV
RESPONSIBILITY FOR DAMAGES

Operating Company shall be responsibie in law towards
third parties for any damage caused by its operations here-
under and shall indemnify the GOVERNMENT and
EGPC against all damages for which they may be held
liable under Jaw on account of any such operations. Ope-
raung Company and IEOC shall be entitled to participate
i the defence and scttlement of any such lhability, claim
and action. Any such indemnity shall be paid by IEQC
ot behalf of EGPC and IEOQOGC and shall be considered an
Operating Expense recoverable as such. B

ARTICLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the Arca covered by this Agreement
and to the operations conducted thereon.  Such represent-
tatives may examine the books, registers and records of
EGPC, [EQC and Operating Company and make a reaso-
nable number of surveys, drawings and tests for the purpose
of enforcing this Agreement. They shall, for this purpose,
be entiticd to make reasonable use of the machinery and
instruments of EGPC, IEOC or Operating Company on
the condition that no danger or impediment 1o the opera-
tions hereunder shall arise directly or indirectly from such
use. The GOVERNMENT shall mdemnify and reimbi;-
rse EGPC, TEOC or Operating Company for any loss or
damage which may in fact result from any such use of said
machinery and instruments. Such representatives  shall
be given reasonable assistance by the agents and employees
of EGPC, TEOC or Operating Company so that none of
thelr activities shall endanger or hinder the safety or effici-
ency of the operations. EGPC, IEQC or Operating Com-
pany shall offer such representatives al| privileges and faci-
littes accorded to its own employees in the field and shall
provide them, free of charge, the use of reasonahle office
space and of adequately furnished housing while they are
in _tht: ﬁ?ld for the purpose of facilitating the objectives af
this Article. Any and all information obtained by the
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GOVERNMENT or its representatives hereunder shall be
kept confidential with respect to the Area and shall not be
disclosed during the term of this Agreement without the |
prior written consent of EGPC and IEOC.

ARTICLE XVII

MANAGEMENT —- EMPLOYMENT RIGHTS
AND TRAINING OF ARAB REPUBLIC
OF EGPYFT PERSONNEL

{(a) IEOC shall entrust the management of its operations
in the A R.E. to its technically competent representa-
tive (General Manager) and an assistant {Assistant
Manager).

The names of such Managsr and Assistant Manager
shal), upon appointment, be forthwith notifed to the
GOVERNMENT and EGPC. The Manager and,
in his absence, the Assistant Manager, shall be entrus-
ted by IEQC with sufficient powers to carry out im-
mediately and comply with all lawful written direc-
tionts given to them by the GOVERNMENT or 1its re-
presentative under the terms of this Agreement or any
lawful regulations issued or hercafter to be issued
which are applicable hereunder and not i conflict

with this Agreement.

It is the desire of EGPC and IEOC that operations
hereunder be conducted in a2 businesslike and efficient
manrer.

(b)

Each of TEQC and Operating Company shall have
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the right to select its employees, and determine the
number thercof, to be used for operations hereunder,

()

The expatriate, administrative, professional and tech-

nical personnel employed by TEOC or Operating Com-
pany and the personnel of their contractors and sub-
comtractors for the conduct of operations hereunder,

shall be pranted the residence permit as provided in-
Law no. 89 of 1960 as amended and the work permit
for aliens as provided for in the Ministerial Order no.
9 of 1963 as amended without prejudice to AR E’s
Laws and regulations relating to public policy or pub-
lic security.

EGPC shal! give its support to [EOC or the Operat-
ing Company in obtaining above permits.

A minimum of twenty-five (25) percent of the com-
bined salaries and wages, exclusive of benefits, of the
expatriate administrative professional and technical
Personnel employed by TEOC or Operating Company
shall be paid monthly in Egyptian Currency and the
balance may he paid abroad monthly in  Foreign

(d)

-8
1

Currency.
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(b}

(e

(d)

On final repatriation such personnel shall have the
right to remit abroad in U. 8. Dollars or other curren-
cies the unused portion of Egyptian currency in éxcess
of twenty-five (25) percent of the salary of such per-
sonnel. ;

The Operating Company shall, after consultation
with EGPC, prepare and carry out specialized training
programs for all Opcrating Company’s Egyptian em-
ployees cngaged in operations hereunder with respect
to applicable aspects of the petroleum industry. The
cost of such training shall be recovered as in Annex
“E:l"

TEOC and QOperating Company will undertake 1o
replace gradually their non-executive expatriate staffs
by qualified nationals as they are available

ARTICLE XVIII
LAWS AND REGULATIONS

JTEOC and Operating Company shall be bound by

Law no. 66 of 1953 (excluding Articles 37 and 38) as
amendeéd by Law no. 86 of 1956 and the regulations
issued for the implementation thereof, including
regulation for the safe and efficient performance of

* operations carried out for the execution of this Agree- |

ment ahd for the consetvation of the petrolétm te-

sources of the A.R.E., provided that no regulations, |

modification or interpretation thereof shall be contr-
ary to or inconsistcnt with the provisions of this Agree-
ment.

EGPC and IEQC shali be exempted from all taxes,
except as provided in Article IV, Paragraph f) for
A.R.E. Income Taxes, with respect to the extracting,
producing exporting or transporting of Petroleum he-
reunder. TEQQ shall also be exempted from any .ax
on capital,

The nights and obligations of the Contracting Parties
under, and for the effective term of this Agreement,
shall be governed by and in accordance with the pro-
visions of this Agreement and by the provisions not
inconsistent with this Agreement of Law no. 66 ot
1953 as in effect on the date bereof {excluding Articles

‘37 and 38} and can only be altered or amended by

the mutual agreement of the said contracting parties.

The C:::ntractnrs and sub-contractors of IEQC and
Operating Company shall be subject to the provisions
of this Agreement which affect them. They shall aisa

be bound by all regulations which are duly 1ssued by
the GOVERNMENT from time to time provided that
such are not Inconsistent with rhic Axrcement.
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ARTICLE XIX - b pir Aokt 32
'RIGHT OF REQUISTION At 3>

(a) Incaseof uational emqrgcnﬂydutmwarur imminent 1.1:_5 S5 mar N o) e Lk I s tglalt Do i (1)
expectation of war of internal causes, the GOVER.N- fa o) Gy U0 LiSta MY 8 ¢ IM By o
MENTmayrﬁqmﬂuunaﬂnrpartnfthcpmducum e T T _r ot

- O e Syl g 3 g0V (p o BV P S DT
from the Area obtainec hercunder and may reqUIFe | "uion e oy oL il g LIUGY) sde  giike; Gl
Operating Company to jncrease such production to the | L o e O3 !_ — e ol
atmost possible maximum. The GOVERNMENT | 2% = ° Sm e Jol 1 gttt M S35 ollell
may also requisition the oil field iteself and, if neces- ALY ey 1 G13 Sl i fe o OF L] o oSl

sary, related facilities. » @ W) et Je

(b) In all such cases, such requisition shall not be effect- | Lugh 5560 <ar ¥ W) Vi 22 Y Jl =YV LS S (o)
ed except after inviting EGPC and IEOC or ther | - o L i i '
representatives by registered letter with ‘acknowledge- G Al dyo gt oy Joon ol o A s
ment of receipt, to express their views with yespect fo - e e Gl pe B ol
such requisition. -

. . ) '- . .
() The requisition of production shall be effected by Mis | st oyt Wb 0ids S13 cemger gEW Je il o2 ()
nisterial Order. Any requisition of the oil field itsell, [ 0 S8 p2d & Wais Sps bl ¥ e N Jam g
or any related facilities, shall be cffected by a]lssb6 Ll sty Ll 4 hai Gyl i

Presidential Decree duly notified to EGPC and IEOC. | P

L | L ) L'
(d) In the evet of any requisition as pravided above, the [ [ ¢ e e ct w - . .-
. . . . rﬂahﬁhjlubajjwuh}ﬁlirﬂlhﬂdb-u){3}
GOVERNMENT shall monthly indemnify in full s e alt L g Bdgatiy Reaghl s O b jaet

EGPC and IEOC for the period during which the ‘
requisition is maintained, including : 2l gl skl
1. All damage which result from such requisition e ke tae ge g 2 ST B -

2. Full payment each month for all Petroleum 2X-} s jomnt W P (ed o Ld) @ et Olamdba o ¥
tracted by the GOVERNMENT less the royalty | s a5 60 b Wi 4a Aagsie JisB O T oSl
share Df Suﬁh Crudc Dﬂ. ' : | _' fl';'“ 1:.-.1_':,]1

5. Otter obligaions of IEOC e BFD Mol B wie i 1o 4 1o e i €0t 3125
attack is not within the scope of this Sub-Para- eV g e S il “51, ot e.?.li; o ' _‘*’E"w

1] d [EOC m i . y . T oy - -
oot e Sl b e 5 200 | e S B
[ECO for Petroleum taken shall be calculated 1n P Upal) pisy '_lt_,m NPT ,_]_;_;_:.h

' icie VIL P b c}.
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ARTICLE XX o« 39 il a2Mlb
ASSIGNMENT | Sz

[a) Neither BGPC nor JEOC may assign to a person, | o _ _ . _

- firtn or corporation not a party ht‘l‘ﬂti . whole or in | S+ 5 pat sl Jolit L st 5F L2t e Y oY (D)
part, any of its rights, privileges duties or obligations | Lae i ) o5 ¢ AWV eam 3 Ul oo o sltza
under this Agreement without the wrtten consent of S, Lottt Llanty ot Lhkzel i i gi
the COVERNMENT. However, either EGPC or ";h-""_u A Y .s:.;: ’ :: o -L: ¥t uf.,--w ””
JEOC shall have the right to assiga its rights, privile- | &2 = ° €7 7 gt R W U T
ges, dutics and obligations under this Agreement 1o \piilads WEade o Jott P L ot Lyl Ll o
an affiliated company provided that ‘n all cases the | il 6 5 LAWY sde o ger Llat iy Wity
assignee shall be as qualified as the agsignor  with | aus ;0 3G claths Wb Szl 55 of bl Y

respect to its techmical and financial competence. LI Al s
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In the event that EGPC or IEOC wishes to assign,
in whole or in part, any of its rights, privileges, duties
ar obligations hereunder as aforesaid, the written
consent thereto of the GOVERNMENT shall not be
arbitrarily withheld. To enable consideration to Le

given to any requsst for such consent, the following
conditions must be fulfilled :

1. The obligatiu;m of the assignor deriving from this
Agreement must have been duly fulfilled as. of
the date such request is made.

2. The proposed assignee or assignces must produce
reasonable evidence to the GOVERNMENT of
its or their financial and technical competence.

3. The instrument of assignment must include pro-
visions stating precisely that the assignee is bound
by all covenants contained in this Agreement and
any modifications or additions in writing that -1p
to such time may have been made. A draft of
such instrument of assigniment shall be submitted
to the GOVERNMENT for review and approval
before being formally executed.

Every exccuted and delivered instrument of assign-
ment assigning any of the rights, privileges, duties or
obligations hereunder of EGPC or IEOC, shall be
submitted to the GOVERNMENT within thirty
(30) days after the GOVERNMENT approves the
assignment, for registration in its registers.

Any assignment made pursuant to the provisions of
this Article shall be free of any transfer or related
taxes, charges or fees

ARTICLE XXI

BREACH OF AGREEMENT AND POWER
| | TO CANCEL

The GOVERNMENT shall have the right to cancel

this Agreement by Order or Presidential Decree, with
respect to IEOC in the following instances :

1. If it knowingly has submitted any false state-
ments to the GOVERINMENT which were 2
material consideration for the execution of chis

Agreement ;

2. If it assigns any interest hereunder con
the provisions of Article XX hereof :

w0

3. Ifitis adjudicated bankrupt by a court of com-
petent yerisdiction -
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. 1f it does mot comply with any final decision
reached as the result of court procecdings conduc-
ted under Article XXIEH  Paragraph (a)
hereunder ;

5. If it intdntionally extracts any mineral other than
Petroleum ndt authorized by this Agreement o
without the authority of the GOVERNMENT

~ eXcept such extractions as may be unavoidable
as the resuit of operations conducted hereunder
in accordance with accepted pewroieum industry
practic and which shall be notified to the GOV-
RNMENT or its representative as soon as pos-
sible ; and

6. [Kf it commits any maiexial breach of this Agree-
ment or of the provisions of Law No. 66 uf
1953 as amended by Law no.86 of 1956 which
do unot contradict with the provisions of this
Agreement. ~ Such Cancellation shall take place
without prejudiice to any rights which may have
accrued to the GOVERNMENT aganist IEQC
in accordance with the provisions of this Agree-
ment ; and, 1n the event of such canceliation,
IEQQC shall have the rxight to remove from the

Arca all its personal property.

If the GOVERNMENT deems that one of the afore-
~said causes (other than a force majeure cause referred
to in Articie XXJI hereof} exists to cancel this Agre-
ement, the GOVERNMENT shail give IEOC ninety

{90) days written notice, personally served on JEQC’s

General Manager in the legally official manner and
receipt of which is acknowledged by him or by hs
legal agents, to remedy and remove such cause ; but
if for any reason such service is impossible due to un-
notified change of address, publication in the Official
Jounral of the GOVERNMENT of such notice shall

be considered as validly served upon IEOC, If at

the end of the said ninety (50) days notice period such
cause has not been remedied and removed, this Agree-
ment may be cancelled forthwith by Order or Presi-
dential Decree as aforesaid, provided, however, that
if such cause, or the failure to remedy or remove such
cause, results from any act or omission of one party,
cancellation of this Agreement shall be effective only
as against that party and not as against the other

party hereto.
ARTICLE XXII
FORCE MAJEURE
The non-performance ov delay in  performance by
ELPC and 1E0C or either of them, of any obligation

under this Agreement shall e excused, if, and to the
rxtent that. sich non-performance o delav is caused
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~ trol of the party claiming to be affected by such event. |

(a)

(b)

(<)

(d)

by force majeure. The period of any such non pefare-
mance or delay, together with such period as may
be necessary for the restoration of any damage done
during such delay, shall be added to the time given
in this Agreement for the performance of such obliga-
dent thereon and consequently to the terrn of this
Agreement, but only with respect to the leage or leases
affected. ‘ ' .

“Force Majeure” within the meaning of this Article
XXJI, shall be any event beyond the reascnable con-

ARTICLE XXIII

DISPUTES AND ARBITRATION

Any dispute ansing between the GOVERNMENT
and the parties with respect to the interpretation, ap-
plication or execution of this Agreement, shall be re-

ferred to the jurisdiction of the appropriate AK.L.
Courts.

Any dispute arising between [EQC and EGPC in con-
nechon with the present Agreement shall be finally
settled by zrbitration in accordance with the Rules of
Conciliation and Arbjtration of the International
Chamber of Commerce, by a board composed of three
members, appointed in conformity with said Rules.
In the event of no provisions being made in these
Rules in certain cases, the Arbitrators shall establish |
thewr own procedures. Arbitration shall be held In
Panis.

The two Arbitrators, appointed by the Parties pur-
suant to the said Rules, shall, within thirty (30) days
from the confirmation by the Coutt of Arbitration of
the appointment of the second Arbitrator, appoint a
third Arbitrator, faihlng which the third Arbitrator
shall be appointed by the Court of Arbitration of the

International Chamber of Commerce at the request
of either party.

The thud Asbitratr tnust be: 2 citizen of a country
other than the ARAB REPUBLIC OF EGYPT ar
ITALY and a country which has diplomatic relations

with both the ARAB REPUBRLIC OF EGYPT and
ITALY and shall have no economic interest in the
oil business of the A R.E. or ITALY nor the signa-

tories hereto
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The parties shall extend to the Arbitration Board all | @fegel! G (Soall 4y Lady O Gé kil e Gus (o)

facilities {including access to the Petroleum opera-
tions) for obtaining any information requested for the

proper determination of the dispute. The ahsence
or default of any party to the arbitration shall not “

be permitted to prevent or hinder the arbitration
procedure i any or all of its stages.
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) Periding the decision or award, t.hcupcratinnsuricti- s Sl i 20 detiy of S\ i‘ .
vities which have given rise to the arbitration need d,b_ I o S anthat AT CI S
to be discontimued. In the event the decision - or 3 ol ast alldd (o ot 15 Sse b
award fﬂcogﬂimli l‘.hm..:l 1:]:5::l Eufnpgaint “;13.5 justified, [ s 406 < oles J ol G i (S o S5 asas
provisions may be made therein for such reparation | . jiay o el TR L,
as may appropriately be made in favour of the com- Fes ""~ | o) oralt g e 4 ety O
plainant. Such reparation, if awarded in money, and | ° eIl bl el AT MBS dred )5 U L s gac
costs of arbitration procedure, shall he paid in cash W S Y K Yl LYl O Y s Yai piis
in U.S. Dollars and shall not be recoverable under | . iy Jie -4 Lol 5sid o
the provisions of Arxticle VII of this Agreement. i v o) (Y A ol et

(g) Judgment on the award rendered may be entexed 1 | . Cacie iCona 3 " e ‘
any Court having jurisdiction or application may be | 7™ W '_‘f" Jt salalt St pta g (0)
made to such Court for judicial acceptance of the Alooaeay WLad oSoah So Jad) Cdle U pad G
::ra.rd and an order of Enfﬂ;'ccrnent as the case may Y i 4w

(h) The parties desire that, wherever appropnate, *deci- | Jenld st ge (MY 1A e OV ..;31 ey fﬁ)
sion and awards thall specify a time for compliance ¢ lia 3 U L el
therewith. . | - o

() The provisions of this Agreement relating to arbitra- | 4ole LY sde § el Lol o gpadl i ()
tion shall continue n force notwithstanding the ter- LGV LILEYY fLai ] e :

. : - | oo A Je o Jpmdlt
rnination of this Agrecment.
{j) PRINCIPLES OF {}:DODWILL — The signato- | i ¢« Uadde sadiacl) a1 LY 5 — L
rics base their relations with respect to this Agree- | 3,y i PR UEJL ﬁ?_jw;ll vl '-5"\““ ()
ment on the principles of goodwill and good faith. | Fus ol J e
Taking into account their different nationalities, ths * i)
Agreement for such arbitration shall be given effect | Lty ¢ az GU ¢ SUBYY ol Sy Ll
and shall be interpreted and applied in conformity | Li s s b aiis LAWY ie it 5 m Of « ..
with principles of law common to the ARAB REPU- |, Lithiy, ¢ A A1 G vl =
BLIC OF EGYPT and ITALY and in the absence |  ° G 10 .S Ij -J“’*‘Lu AU el
of such common principle then in conformity wath Coassl o "M ade 2 g s o s
the principles of law normally recognized by civilized |- _ * ""'J‘“"J " 7’ _L“-“l‘ wohalh 4 Gt eald Wi
nations in peneral, including those which have been | ¢t Ltk a0 455 s allly @il 5 L L
applied by International Fribunals. C Ly
ARTICLE XXIV ¢ odpdally Lt s,
STATUS OF PARTIES SN il

(a) The rights, duties, obligations and Liabilities In res- quh Ll ol bty a3l chmighy simdt (1)
pect of EGPC and IEOGC hereunder shall be several - sty Uesiie poad LIGYY sdie 5 LJgaliy
and not joint or collective, it being understood that | ot Sy LW ain Gl o gild 20 41 ol

. : Ly .- et Akl g
this Agreement shall not be construed as constitut- | Jali & a 5i obist s LG U oeow
ing an association, mimng partnership or corporation. f= v E.JLP .hL‘_ b

- Tl I pal 4 2 )

(b) IEQC shail be subject to the laws of Panama regard- | s oW gl D L W g sl .aJ PJ
ing its legal status or creation, organization, charter | i, juiul Gk, L il | i ()
and bylaws, shareholding, ownership. TEOC’s | ;5 e 1 AN H . PRNY LR B8 VIR

are entirely held abroad | - o s e Gl g WL -

shares of capital which
shall not be negotiable in the A.R.E. and shall not

be offered for public subscription, nor shall they be
subject to the stamp tax on capital shares.

IEOC shzil be exempted from the applicaton of
Law no. 26 of 1954, Law no. S of 1964 and Law no.

113 of 1961,

fﬁ'l"'c_:"-f't"]"m" J 3w YCJL"“‘_’-’WL 23 3 oL1
A__idan]l {.-.:‘p-d-! C—..a:-..r Y » 1-'lu-.]| ?L.:r}i.! t‘.z-uu-l‘ j_}"l-l Y
- JLy |._.I""IJ 1..@...-‘ R
: Goeld o Lhsiht e
VWY DN oy v Ly 3

VA0f ) YT oo 3kl A




50

VAR ¥ B AEY & AN | e 2y ot

e

l— e

il S el

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

and their contractors shali :

{a) Give priority to local contractors as long as their pri-
ces and performance are comparable with nterna-
tonal prices and performance. IEQOG and Operating
Company shall, however, subject to the precceding
sentence, be exempted from the provisions of Pregide-

. ntial Decree no. 1868 of 1974 as amended.

Give prefcrence to locally manufactured materials,
equipment, machinery and consumables so0 long as
their quality and time of delivery are comparable Lo
internationally available materials, equipment, machi-
nery and consumables. However, such material, equip-
ment, machinery and consumables may be imported
for operations conducted hereunder if the local price
of such items at IEQC or Operating Company’s ope-
rating base in A.K.E. 15 more than ten (10) per cent

(b)

- I

ARTICLE XXV B 1

|
IEOC or the Operating Company, as the case may e,

higher than the price of such imported items before

customs duties, but after transportation and insurance
costs have been added.
ARTICLE XXV}
ARABIC TEXT

The Arabic version of this Agreement shall, before the
Courts of A.R.E., be referred to in construing or interpret-
ing this Agreement ; provided, however, that in any arbi-
tration pursuant to Article XXIIT hereabove between
EGPC and 1EQC the English Version shall also be used

to construe or nterpret this Agreement,

ARTICLE XXVII
GAS

\a)

Gas in General *

Without prejudice to the provisions of paragraph (b
below, if Gas is produced or capable of being pro-
duced from the Ares ;

EGPC and IEQCQC shall study all possible economic
alternatives for the use of such Gas rnd wili decide on

the best altemnative for EGPC and IEQC jointly. The
cost and expenses of producing non-associated Gas
sold for export and associated Gas shall be recovered
n accordance with the Cost Recovery Crude Oil prin-
caples set forth in Article VIT hereof.

Associated and Nom-Associated Gas {not used in
operations, flared or re-injected) allocated for export
abroad in a state other than gaseoums state pursuant
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to a project agreed upon between EGPC and IEOCG
shall, in that case only, be subject to the production
Sharing principles of Article VII hereof.

Subject to b) below, any Gas not thus exported
outside A.R.E., or not used in operations or flared
(including re-injection) shall remain the property of
the State and shall be at the free disposal of EGPC.
It is understood that such taking of Gas from the
well-head by EGPC, shall not result in any additional
costs to IEOC. EGPC shall not be liable for payment
to IEOQC of any costs or expenses respecting any past
operations of [EOC related to such Gas, without pre-
judice to TEOC’s right to recover any such costs and

expenses in accordance with the provisions of Article
VII of this Agreement.

Any asscciated gas produced from offshore fields
and not used in operations shall be delivered to the

closest shore facilities if the government or EGPU so

wishes.

[EOC shall be entitled to recover relevant. costs
expenses and expenditures at a rate of 23% per an-
num, as per Asticle VII a). |

Abu Madi Gas

With respect to Gas produced and saved under the
Abu Madi Lease (Sub-Arca “C™), it is understood
that :

(i} for the purposes of Article VII, all such Gas
shall be considered at Zero value at Abu Madi
Field loading facilities; and

free of any charge and payment at the Abu Madi
Ficld loading facilities for distribution in the
home market ; and

IEQC shall finance the Development operations
with respect to the Abu Madi Lease {Sub-Area C)
so long as the relevant costs and expenses are
recoverable out of the Crude Oil produced and
saved from the Area or any part thercof pur-
suant to the provisions of Article VII of this

Agrcement.
ARTICLE XXVIII
SHARING PERSONNEL WITH
OTHER COMPANIES

PETROBEL is hereby authorized, long
EGPC and fEOQOC agree, to act as sub-contractor of

d5 as

[EQC or of any other operating company formed
under other concession agreements entcred into or

all Abu Madi Gas shall be taken in kind by EGPC
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which might be entered into by EGPC and IEOG
and to carry out as agent, in whole or in part, the
Exploration and/or Development operations requjred
by and in accordance with the provisions of the
above-referred to concession agreements.

In such event, overhead and other charges and
payroll of personnel engaged in activity for more
than one concession agreement shall be allocated on
the basis of periodic time studies or upon such other
basis or bases as EGPC and TEOC may agree.

In the absence of any such authorization, EGPG
and TEQQC shall use their best efforts to the eiect
that the officers, directors, other personnel and
offices of the Operating Company shall be, as far
as reasonably possible, the same as those of the
abov-mentioned operating companies. -

In the interest of work efficiency, IEOC and EGPC
may Jloan their employces to any jointly-owned
Operating Company or vice-versa, cither part-time
or full time, for as long as circumstances may require,
in which casc the relevant salaries and other charges
shall be allocated on the basis of periodic time studies
or upon such other basis or bases as EGPC and IEOC

may agree.

ARTICLE XXIX
GENERAL

The headings or titles to cach of thé Articles to this
Agreement are solcly for the convemence of the
parties hereto and shall not be used with respect to
the interpretation or construction of said Articles.

Any payments made by the GOVERNMENT or
EGPC to IEOC under or with respect to this Agre-
cment shall be made in U.8. Dollars freely transmit-

tablr: to abroad.

As from the Effective Date this Agreement shall
supersede and replace any and all Prior Agreements
covering the Area or any part thereof.

Nothing 11 this Concession Agreement shall be
construed as constituting any relationship to any
other Petroleum concession agreements entered into

by IEOC and EGPC and each of these agreemeats -

shall be treated scparately and independently in all
respects including.  but not limited to, royalties, taxes
and the computation of the net profits of EGPC and
TEQC respectively.
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" ARTICLE XXX
APPROVAL OF THE ARAB REPUBLIC
OF EGYPT GOVERNMENT

This Agreement shall not be binding upon any of the
parues hercto unless a law is issued by the competent
authoritics of the Arab Republic of Egypt, authorizing |
the Monister of Industry, Petroleum and Mining to sign
said Agrcement and giving this Agrecement full and effect
of law, notwithstanding any countervailing govermmental |
enact- ment and this Agreement is signed by the GOVERN-
MENT EGFPC, TEQC and COPE.

ARAB REPUBLIC OF EGYPT

BY
EGYPTIAN GENERAL PETROLEUM
CORPORATION

BY |
INTERNATIONAL EGYPTIAN OIL COMPANY

BY

COMPAGNIE QORIENTALE DES PETROLES
D'EGYPTE-COPE joins in the signature of this Agree-
ment as evidence of its accptance and ratfication of
this Agreement and its Anpexes.

COMPAGNIE ORIENTALE DES PETROLES
D'’EGYPTE COPE

BY
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ANNEX “A”

Description of the Area

Annex “B" consists. of two maps including the Area
covered and affected By this Agreement as follows :

1. 1 A map Bl of the Gulf of Suez of the scale 1 : 1000 000
including two (2) Sub-Areas :

~— Sub-Area “A” divided into two (2) sectors Al

and All-covered by PEL’S 16 and L7 respectively

~— Sub-Arca “B” divided imto ten (10) sectors .

BI, Bli, BIII, BIV, BV, BVI, BVII, BV,

BIX, BX covered by PEL's 4, 6, 7, 8, 9, 10, 11§,
12, 14 and 13 respectively.

The total surface of the above two (2) Sub-Areas |

is four hundred & seventy six square kilometers and
fifty five hectars (476,55 &j. kms). ¥ach of the
aforesaid sectors of the two Sub-Areas “A” and “B”,
is hounded by four straight lines.

The coordinates of the comer points of each of the
diffcrent sectors of the two Sub-Areas “A” and “B”
are given in the attached tables & maps, which form
an integral part of this Annex “A”.

2. A map “BZ” of the Nile Delta of the scale of
i :1000000 including one Sub-Area “C”, The
total surface of the abave Sub-Area is approximately
two hundred square kilometers (200) & is bounded

by four (4) straight lines,

The coordinates of the comer points of the Sub-

Arca “C” are given in the following table and the |

attached map which form an integral part of the
Annex “A”,
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Total Arxea

Sub-Areas “A” and “R"

Total area 476.55 square kilometers

Total Number of sector 12 ,

The area and sectors for each of the above mentioned

Sub-Area are as follows :

Sub-Area “‘A”
Area 100,00 square Kilometers
Numb& of scctors 2
Area of sector Al 50,00 square Kilom.

Area of sector ALl 50,00 square Kilom.

Sub-Area “B”
Area 33;6.55 square Kilometers
Number of sectors : 10
Area of sector B I

Areca of sector B I1 4999 " »

Area of sector B III 7 " “

Area of sector B IV 50 " »
\

Avea of sector BV 50 " ?

Area of sector B VI 445 u "

Area of sector B VII 44,5 3 i

Area of sector B VIII 15 " '

Area of sector B IX 49,95  ° »

Arca of stctnr BX 382 ° »
Sub-Area “C"

Area approximately 200 square kalom.

Nurnber of sector |

27,36 square kilom.
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AGREEMENT
IN SOME AREAS OF GULF OF SUEZ
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ANNEX »C”
PHASE OUT PERIOD AND IMPLEMENTING.
PROVISIONS |

e e

The provisions of this Annex “C7 shall prevail

whenever in conflict with the provisions of Art. VII or |

any other provision of the Concession Agreement.

SECTION 1

SPECIAL PROVISIONS AS
TO COPE

On the date upon which the provisions of Article
XXX of the Concession Agreement are fully

impicmmtt:dn L

A. The Twelve Leases shall be  considered as
automatically transferred by COPE or COOP
as the case may be, to EGPC, and IEOC as |
exclusive contractor, free of any charge and
payment, without any further procedure with
effect as from Ist December, 1975 Without
prejudice to the provisions of Article 1X of this

1.
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Concession. -Agrecment, all  assets, (including
warehouse materials) owned by COPE, as on |

30th November, 1975 and acquired for the ope-
rations under the Twelve Leases shall be tran- |

sferred to EPC and TEOC as exclusive Cortra: K
ctor, free of any charge and payment.

The existing contracts entered into by COPE
shall, as appropriate for an efficient and |
economnic conduct of Petroleum operations
under the Twelve Leases, be assigned by COPE |

to PETROBEL.

[ROC shall be deemed to have assigned to

EGPC without charge or payment by the
latter, its 50% share participation 1n COPE,
with effect as on November 30, 1973, so that

EGPC shall for all purposes be deemed to hold
qie to all TROC's share n COPE as from

15t December, 1975.
D Stock Oil shall be considered as property of
EGPQ free of any payment or charge.

No part of the transactions provided for herein shall
entail liability to taxation in the ARE

H
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TEOC shall not suffer for  any liability conceming
the AR.E. income taxes for activities undertaken

ander the Twelve Leases prior to December 1. 1975.
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For the purposes of this Concession Agreement,
during the period as from Deccmber 1 st, 1875, up
to the date upon which PETROBEL is established,
COPE shall be considered to have had the - status
of Operating Company under the Concession Agree-
ment, as far as the Operations under the Twelve
I.casss are concemed,

As of the date upon which PETROBEIL. is establish-
ed, COPE shall automatically cease to be considered ;
as Operating Company pursuant to the foregoing |
and PETROBEL shall automatically assume the .
status of Operating Company under the Conocession
Agreement. Thercfore at such date COPE shall

cransfer to PETROBEL all accountirsg books and
all ‘other documentation conceming the operations
under the Twelve Leases.

SECTION 2

SPECIAL PROVISIONS AS TO DELPCO

As of the date upon which PETROBEL is establish-
ed, all rights and obligations of DELPCO ~ (operating
company under the Abu Madi Agreement referred to n
the Whereas Clauses of the Concession Agreement) shall,

subject to the provisions of Section 6 of this Annex €,
be deemed to have been assigned outomatically to the

Belayim Petrolewmn Company (BETROBEL) referred 10
n Article V of this Agreement without any further

procedure and DELPCO shall forthwith transfer to
PETROBEL all accounting books and all other documen- |
tation concerning the operations ander the Abu Madi
{ease. DELPCO and 1ts Board of Directors shall be |

dissolved and shall no longer exist.

shall be paid back
to their respective
to L.E, 10000 cach}. !

The capital sock of DELPCO

to EGPC and [EOQC m proportion
share participation {i. €. 50% cqual

The Chairman and the General Manager of 3
PETROBEL are hereby appointed  liquidators and are |
quthorized  proceed  with the repaymen of above

capatal stock as liquidators and in the same cap_acity shail
take all necessary steps required by the Law with respect

to the dissolution of DELPCO such as the notification {0
be made ta the Register of Commerce, cfc.
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SECTION 3

SPECIAL PROVISIONS FOR THE OPERATIONS
UNDERTAKEN UNTIL REGULAR OFF-TAKES
AND EXPORT OF CRUDE OIL BY [EQC

Being understood and, acknowledged :

(a) That Old Oil is committed to sale until November
30, 1977 whereby IEOC agrees w  delay the off-

. - take and disposition of all Qld Oil pertaining to it
pursuant to the provisions ‘of this Annex “C™ and
of Art. VII of the Concession Agreement, until
December 1st. 1977 ; and

(b) That IEQOC has waived its right to the share of
Profit Oil and to the Cost Recovery Oil to  which
it would have been entitled under the provisions
of this. Concession' Agreemwnt as from  December

Ist, 1975, through January 15, 1977 ; and

() That EGPC has incurred the whole Exploration and
Development Expenditure and Operating Expenses
(inciuding purchases of matenials, equipment and

warchouse stock items) for COPE's activity as from

Decernber 1st, 1975 up o January 15, 1977 ; and

(d) That, in.consideration of IEOC’s postponing the
off-take of Old Qil as provided under a} above, EGPC.
has made and will continue to make available the
funds for Exploration and Development Expenditures
and Operating Expenses (induding purchases of
materials, equipment and warchouse stock items),
as from January 16, 1977 up to November 30, 1977
for the operations under the Twelve Leases and as
from January Ist, 1977 up to November 30, 1977
for the operations under the Abu Madi Lease on the
basis of the each calls issued quarterly by COPE and
DELPCQO respectively -or the Operating Company,
as the case may be, pursuant to the work program
and budget for 1977, already approved by the
parties to the Concession Agreement

That IBOC and EGPC have the right to audit the
accounting books of COPE and DELPCO,

Tt is agreed that :

(¢)

As provided in h) and i) herebelow, IEOC shall
reimburse EGPC with the amounts paid by EGPC
under paragraph ¢) above (excluding the Opgrating
Expenscs), after deduction of thc amounts of all
outstanding invoices, approved by COPE for services |
rendered by JEOC for such activities after Dec. 1st,
1975 provided that such services are related to 1

(£

\AYA Lo rsle ¥ G (b ) & sl

s Jol s VI LA LS e Deadl

— :t._..q..--__,!'l IJu_J:_-J'I VY

( o Sl )

L LR
paii o Oldoall o2 doals W10

n_,._gﬂ...n.'u’}

P laglang Lagghe oK
dAAYY e e Ve e pdb e Blaza il ol 0t (1)
I ey B Jorb e ity Wt Oh Jub g
s ALY Wik W Gmiendls il cu it (o Mt
oy o @iV S e dold) ol dly () 3l
3 EVAVY e Jl A

M Lol (B L e ST us et O (o)
Ll 4 -,,i:.]li:.!l A gy asanll s g f_"ld’u raand |
o WLl ¢ osdim WV W syl \Rde diimiid

3 UNAVY pln Ve as \AVe o3

oAby ngny kel fowdl oA i '_}5:.- eI e -J-;-:q:..:ﬁ-“: o ()
Oy pdYy whaadly clagd b mute 3 G L ) Jaiiat
a3 I8V G Dzl L3 20 blos Gilazly (ke

3 9NAWY plo Yo 2 VAYe

I.,'.!-L_.UI e o Ll -] Adgaht el bl Y ()
e Dy D gy A3 Al U e (1) 5 adl ik
iy ey dagizlly Sowdi wolBid) da CJL.U My
RY 32 STIRTH NP U ECAVFI A RNCH PRS0 VP L) R s VERS B SE IV |
VAYY pand o V0 o VAYY ol AL e el akudi
Aoy Se blzely Dz sl ahe SV Sldead Qlsy

Je o Pl el oade olled NAVY sy X - YAVY

e i AL e o A Lo olidaly AL

Shodeadb S Uah d Jiah e 30y <5 0
L5 Joandl pabi ) Ldes o St ooy e
LS G e gl Lgide 351505 YAV 3

rAY

Shing il Sils Ll e b B Aty Ll O ()
DT Je BBV G oAby dalaod!

(33 () Gzl >0 pdl je gl) L gl saeas O ()
. I:_i-) .-l_._-.U'_ L_.E.:I- :l_:'.:‘“ L...:-d.'.‘l ‘J.:-“ &-“_n“ ¢ nl.;...'li
'CJL:a'rJAAtGUE'J;(_EL::J!Li”Lm!J;L}QJ&

O e ptl Lgde caiity Aty sad J0 SN a0
AMTRY



\ﬂfhi?-*wﬁ'l‘d(c_b')ﬂ. st | s b Sk et |

il eyt g

()

b

1

Concession Agreement, in the same

Operating Expenses (but  excluding  Sinai

takeover expenses, which are hereby conventionally
determined to amount to U.S. § 1.323520, as such

amount has been settied).
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As provided in h) and i) herchelow, [EOC shall | &b et Lands & QU g 20 Ldyali saed ol ()

EGPC under para d). -

The amounts under f) and g) shall be offset against
the value (cafculated at the Market Price provided

‘for by Article VII of the Concession Agreement) of

TEQC share of pyofit Oil and the amounts which
[EOC is entitled to recover under the provisions of

Article VIT of the Concession Agreement as of

January 16, 1977,

The balance resulting from the offset  account
provided for under h) above, shall be paid in cash
by TEOC or EGPC to each other, as the case may
he, within 30 days starting from the beginning of
regular off-takes in Kind and export shipments of
IROC’s share of Crude Oil under the Concession

Agreement.

Without prejudice to paragraph ¢} of Section § of
this Annex “C”, the amounts referred to in f) and g)
hereabove shail be recoverable by IEOC, starting
on January 16, 1977, through the Cost Recovery
Crude O provisions under Artide VII of the
manner as if
said Expenses or Expenditures had heen incurred
and paid directly bv TEOC.

All fixed and movable assets mcluding warehouse
materials acquired as from the Effective Date m
connection with Petroleum  operations in the Area
shall be considered as acquired and owned by IEOC
and the legal title thereto shall be regulated as
grovided for in Article IX of the Comcesion

Agreement.
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TAXATION AND OTHER FISCAL CHARGES

@l

(b} Subject to (a) above FEQC shall file an  adjusted

(¢}

(d)

WVA S Y B ab ) sadd )i pdt Y o
s T—————— p— e

SECTION 4
|

EGPC as representative of the Government and
JE.QOC shall audit and agree upon :

1. 1EBOU's gross inoome gencrated under the Abu
Madi Agreement from 1973 through 1976.

( = gl
t:'_r“ r.-i-“
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2. IEQC's costs, including amortization and | oo YRy SRy U3 3 Wy L LW ¥

depreciation, from 1973 through 1976,
comformity with the provisions of the Abu Mads

Agreement.

Tax retumn covering the tax years from 1973 through
1976 for Abu Madi activitics, 0 supersede and
replace all previous Tax retums. The aforesaid Tax
retumn shall be filed with the appropriate Authorities.

Subject to all other provisions of the Concession
Agreement, thic asseasment of the taxes and the
payment thereof, if any, or the dttcrmina!.tinn‘ of
fosses deriving to JEQC from the Abu Madi activi-
ties through December 31, 1976 and referred to
ynder {a) abowe, shall be made in accordance with
and governed by the provisions of the Abu Madi
Agreement, without prejudice to TEOC's n_ghts: to
object to any such assesment ox loss determinatiorn.

The Tax Department is demed to have been noti- §
fied of the foregoing in accordance with Article 38
of the Tnoome Tax Law no. 14 of 1939 as amended.

Any losses so determined (as per paragraph a) above
deriving to TEOC from the Abu Madi activities shall
be considered as Sumk Costs and shail be recovered by

{(FOC from the Cost Recovery Crude Oil n the |

manner descaribed in section 5" sub-paragraph (d}

if} hereafter.
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SECTION 5

Sunk Costs

(a) EGPC’s Sunk Costs in COPE as defined in Article
I1 (24) are hereby. definitely determaned to amount
to U.S. $ 50.000.000 and shall be recovered by EGPC
starting from January 16, 1977, by first taking in
Kind part of the Cost Recovery Crude Oil equal to
7% of ail Crude Oil produced and saved from the
Areca, as valued pursuant to the provisions of Article
* V1I, pamagraph (c) of the Concession Agreement.

EGPC shall be entitled to such 7% until such date
as EGPC shall have fully recovered gaid Sunk Costs.

(b} IEOC’s Sunk Costs in COPE : TEOQC hereby waives

a1l its daims with respect to its share of Sunk Costs
:n COPE as well as to the amount of all outstanding

rights towardls COPE, 2s on 30 th November 1975. .

Sunk Costs in Abu Madi : EGPC hereby
from the Cosi Recovery
in Abu Madi.

Costs in Abu Madi : as defined ir{
chall be recovered as follows |

(t:) EGPC's
waives its right tO recover
Crude Oil its share of Sunk Costs

(d) IEOC's Sunk
Article 11 24 i)
recovered on nine

(i} Explorauon Expenditures :
(9) equal yearly instalments allocated quarterly
starting on 16th January 1977.

Said Exploration Expenditures, prior to aiy de-
preciation were determined to amount to US. §

11,000,000.00 under the Abu Madi Agrcement
and, in consideration of such deprcciation, are
still unrecovered to the cxtent of UL
9.771,771,78, subject to the following provisions:

The unrecovered amount of U.5.$0,777,771,78 as
of December 31, 1976 has been based on a qua-
billion cubic metres of reco-
Madi Field.

ntity of rwenty (20)
verable Gas rescrves from Abu

e recoverable

EGPC and IEOQC agree 1o review th
Gas reserves at the end of 1980 and, accordingly,

the aforesaid amount shall be adjusted as follows:

reserves prove to be more
billion cubic metres, said
creased by half a million

if recoverable Gas

than twenty (20)
amount shall he

(a)
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recoverable (Gas reserves increase;

(b} i recoverable Gas rtscrvf;s. prove to be less

than twenty (20) billion cubic metres, said,

amount shall be reduced by half a million
U.S.A. dollars per one (1} billion cubic metre
recoverable Gas reserves defiit.

Thc balance of the % adjusted amount pot
yet recovered at the end of 1980 shall be
recovered in equal instaiments the remai-

nder of the aforesaid nine (3) year pemiod.

(i) Developrment Expenditures: recovered at  the
rate of twelve and one half (12.5) percent per
annum (allocated guarterly} based on amortiza-
tion at that rate starting January 16, 1977,
Said Development Expenditures are hereby defi-
nitely determined to amount to U 8. %

0.395.975.97.

[EOCC’s losscs on previous vears as at December
31, 1976: recovered in the same manner as Deve-
lopment Expenditures, subject to the provisions
of Scction 4 above. .

However IEOC shall not start recovering such
Josses as sunk costs unless audit provided for in
‘Section 4 above is completed and results thereof
arc agreed upon between EGPC and TEOQG.
Agrecement between the parties on the final am-
qunt of IEOC’s losses will have 10 be reached
before Qctober 31, 1977.

(i)

After the audit 'pmvide.d for in  Annex “C7

Section 4) a) a letter of agreement will be signed
bv EGPC and IEQC to evidence final determin-
2tion of Sunk Costs in Abu Madi as at December

31, 1976.

()

() Yt is moreover understood and agreed that ¢

(i) COPE's warchouse stock value as on November
30, 1975 {which is hereby definitely determined
to amount to U.S.$ 1,664,000.00) plus the valuc
of acdditional materials and warehouse stock
stems issucd o the operatioas as from 1st Dece-
mber 1975, up (0 an  amousnt of US. §
9 176,000.00 and thevefore @ total value of US.
§ 3.840, 00000 shall not be included i the
recoverable cost. expenses and expenditures.

PELPOCO warchouse stock value as on Decembey

31, 1976. as issued to the oprrations shall not be
meluded i the recoverahle COSLs. CXPENSEs and

N pf'ndilurrs;.

]

U.S.A. dollars per one (1) billioa cubic metre |
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SECTION 6

FINANCIAL OBLIGATIONS OF
DELPCO AND COPE

(a) Fanaial obligations of DELPCOQ for the joint oper-
ations which are not recorded in DELPCO’s books as
at December 31, 1976 shall be considered as ”Joint
Obligations to be borne and paid in equal shares by
EGPC and 1EOG, if arising out of circumstances oc-
curTing prior to January 1, 1977.

FGPC’s share of such obligations shall nat be recove-
- red by EGPC from the Cost Recovery Crude Oil as
speoified under the Concession Agreement. IEOC’s
share of such obligations shall be recovered by IEQC

from the Cost Recovery Crude Oil as specified under
the Concession Agreement. |

On the basis of the above-stated gemeral principle, 1t
is understood that :

1. Foreign Purchases and occan Freight - Amounts
due and payable as a Joint Obligation shall be
determined on the basis of the invoice bemng
dated prior to the January 1, 1977.

. Purchases in the A.R.E. induding Customs Cle:
arance and Inland Freight - Amounts due ‘an{l
payable as a Joint Obligation shall be determined
based on materials being received or services
rendered prior to January 1, 1977.

Contract Services - Amounts due :m::l payable
as a Joint Obligation shall be determined based
on the service heing perfermed prior to January

1, 1977.

Claims of third parties presently filed or o e

filed in the furure shall be a Joint Obligation if
the claims are caused by or arise out of cunt:-racts
mnade, or acts, ONUSSIONS facts events or circu-

mstances occurring prior to January 1, 1977.

The above items are listed as representative and
shall not be construed as an exclusive list of the
obligations incurred by the parties.

LEOG shall suffer no liability for financial obligations

deriving from COPE'’s activities arising out of circuE-
mstances occurring prior to December st 197

whether or not recorded w COPE’s hooks as at such
date.

(b)
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(d)

- ing Expenscs, while EGPC’s
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The same prmcxplt:s a5 outlined in point A above shall
apply :ndttenmnmg whether 3 charge is considered

to be incurred on/before or after December 1st, 1975 |

for COFE’s activities,
Financial Obligations Settlement.

Itemss included in paragraph a | through 3 shall
be duc and payable in cash by the owing party 30
days after the Minister of Industry, Petroleum and

Mumg ;igns_tns agreemicnt pursuant to  the Law
authorizing him to do so. Items included in Paragraph
a 4 shall be paid as soon as determined.

A::c‘?unts, claim and notes receivable due to DELP-
CO" on December 31, 1976 will be disbursed to the

appropriate party at such time as collection is made.

Should DELPCO or its liquidators or PETROBEL,
as the case may be, determine that certain Receivables
are uncolleotable, YEOC’s portion of such Receiv-
ables shall be rocovered by IEOC  from the Cost
Recovery Crude Oil as Operating Expenscs, while
EGPC’s portion of such Receivables shall not be
recovered, as provided for under a) above.

In the event such Receivables are not collected with-
m two ycars from Effective Date of this Agreement,
such Receivables shall be considered uncollected
and IEOC shall recover its portion of such Receiv-
ables from the Cost Recovery Crude Oil as Operat-
portion of such Receiv-
ables shall not be recovered, as provided for under
{a) above.

Should it appea .
December 31, 1976 that EGPC has financed DELP-

CO with funds exceeding EGPC’s share of investments J VERP T I

in Abu Madi then IEOC shall reimburse EGPC
with any -such excess funds financed by EGPC ;
similarly should it result that EGPC has not financ-
ed DELPCO with funds to the extent of EGPC’s
share of investments in Abu Madi then EGPC shall
pay to IEOC such part of funds not contributed by

Settlement of the above differenceszhall be paid in
cash by IEOC or EGPC to each other as the case
may be within 45 days from the signature of this
Agreement by EGPC and TEOC.

i PC as
However any amount paid by JEOC to EG
settlement for such excess shall not be recovered by |

IEOC. o
The amounts of the financial obligatons recorded
:n DELPCO's books as at December 31, 1976 and

nt ~Owmerations and not yet
lmdcﬂakﬂﬂ for the JD]Ilt qx 31, 1976 shall

r from DELPCO’s books as at')

EL as the case may be, : L chit
P;att; mav fulfill such ﬁnan-':.!al obligations. Suf:;:llall .
financial obligations  so paid bv [EOC s |
1ot he recovered by TEOQ. |
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ANNEX "D*
CHARTER OF PETROBEL adt B A5 g ik
ARTICLE I o _

A joint stock company having the nationality of |

Arab R.r;:pub[ic of Egypt is hereby formed as a non-profit
Egyptain Corporation of the private sector, with the
authorization of the Govermment in accordance with the

provisions of this Charter and of the Agreement signed
on the day of , 1977

"- by and between the Arab Republic of Egypt, the Egypt l WAGL b e Lt slally g et oo ) G galt 3 Al o Jzl

ian General Petroloum _ tion and Internatonal
Egyption Oil Company, hereinafter referred 1o as “The

* Concession Agretment”,

The company shall be subject to all laws and regula-
tions in force in the AR.E. to the extent that such Jaws
and regulations are not incomsistent with the provisions
of this Charter and the Concession Agreement.

ARTIOLE 11

The name of the company is “Belayim Petroleum
Company” abbreviated as *PETROBEL”,

ARTICLE III
The Head Office of the Company is i Gairo, ARELE.

ARTICLE IV

The object of PETROBEL is to carry out and cond-

uct on behalf of and as agent of EGPC and IEOQC the
Operations required in the Concession Agreerent.

PETROBEL shall not engage in any business or und-
ertake any activity beyond the performance of its duties
under the Concession Agreement.

ARTICLE V

The autharvized capital of PETROBEL 15 twenty
thousand Egyptian Pounds (L.E. 20,000) divided into five
thousand (5,000) shares of common stock, having equil
voting rights, fully paid and non-assessable.

EGPC and 1EQC shall each pay for, shall hold and
own, throughout the life of the Concession Agrecment
- referred to above, one half {34) of the capital stock of
PETROBEL provided, that only in the cvent that EGPC
or IEOC should transfer or assign all its rights, utie or
. terest upder, or a smaller percentage of ownership
aterest in the cntirety of that Concession Agreemernt,
may such transfcrring or assigining party transfer or
assign any of the capital stock of PETROBEI. and, i
that event, such transferring or assigning party (and its

#
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ARTICLE V1

PEIT‘{OBEL shall not own any right, tifle, interest
or &tatc in or under the Concession Agreement referred
t:} ::(;c 01; u:l any dfivclcrpmcnt leasc created thereunder

Y ol ¢ petroleum produced from any exploration
block or development lease area thereunder gr uf any of
the assets, oquipment or other property obtained- or
used 1 connection therewith, and shall not be obligated
as a principal for the financing or performance of any of
the duties o obligations of cither EGPC or TREQC under
said Concession Agreement.

ARTICLE V11

PETROBEL shall receive and disburse only the funds
contributed or advanced to it, induding payments for
its capatal stock by EGPC and IEOC for and in connec-
tion with Operations under the Concession Agreement. It
shall reoeive no ncome nor make any expenditure except
on behalf of EGPC or 1EQC.

The Company shall not make anv profit from any

pounce whatsoever,

PETROBEL shall be no more than an agent for
EGPC and IEOC. Whenever it is indicated herein that
PETROBEL shall decide, take action or make a propasal

~and the like, it 35 understood that such decision or judg- !

ment is the result of the decision or judgment of EGPC
and IEQU as may be regquired by the Concession

Agreement.
ARTICLE VII1I1
PETROBEL shall have a Board of Directors consist-

ing of a number of members not exceeding eight (8) half '

| of whom shall be designated by TROC and the other hali

by EGPC. The Chairman, who shall also be a Manga- |
ging Director, shall be designated by EGPC. The General
Maﬂagcr, who shall also be a Managing Director shall oe |

.designated by TEOC.

ARTICLE IX

Meetings of the Board of Directors shall be valid
if a majonity of the Directors are present and any df:{'il'
sion taken at such mectings must have the affirmative
vate of the majority of the Darectors provided howewver,
that any Direcior may be represented and votc by proxy

held by another Director.

ARTICLE X

of the shareholders shall De vahd

General Mectmgs _
if a maj::ritj.' of the capital stock of PETROBEL 1is repre-

wnted thercat. .
approved by the affirmat

or Tepresenting 2 rmajonty

ve vote of shareholders owning
of the shares of PETROBEL.
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ARTICLE XI

(b dplaedl 23UL1)

The Board of Directors shall draw up and approve | #ar Jouid (2 mipldt dins oo s s 501 odous g

the regulations covering the terms and conditions of
employment of the personnet of PETROBEL.

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

ers, In accordance with the provisions of Article X hereof.

ARTICLE XII

The duravon of PETROBEL shall be for a period
equal to the duration of this Agreement.

PETROBEL shall be wound up and liquidated if
this Agreement is terminated for any reason as provided
therein.

EGYPTIAN GENERAL PETROLEUM CORPORA- |

TION

BY

INTERNATIONAL EGYPTIAN OIL COMPANY
B
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ANNEX “E” |
{ & ol )
ACCOUNTING PROCEDURE AND TAX Ao Tihi MlEat
| Nl Skii WSty ehd) WU
IMPLEMENTATION PROVISIONS 0 =
ARTICLE 1 (S sl
& ENERAL PROVISIONS Wl >l
Definitions : | ' RV TP
(A) The definitions contained in Article 1I of the | Le #0¥ 43U 0 5 2ol 3 ; P o(h
: . : c o #3010 Gk el Bl ()
Concession Agreement shalt apply to this | vl B Y 50 ) L) e
Accounting Procedure and have the same o AR
meaning. .
(B} “Agreement” as used herein means the Conces- e i e R R
sion Agreement of which this Annex is a part. A e Gl e e
Statement of Activity : ‘ . i THA3 " HDPR |

(A) PETROBEL shall pursuant to Artide VI of | “o#! &3UWN o Lol 3lid oy .+ a b s (1)

the Agreement, render to EGPC  2and IEOC ['2—s FF &l o bop (£0) Gumyls s .-

within forty-five (45) days of the end of each |, 4 i g, : f ‘} e | d?b- L'J"‘U.JJ
calendar quarter a Statment of Exploration [ ™7 p deeidlly Comadb Bl Ul Ly 40 Ll
and Development Activity reflecting all charges | &2 o iy Comdl Gl daa il iy 4l
and credits related to the Exploratoin and Develo- o cill a1 _ . o
pment operations for that quarter summarzzed , S e Rtk Laids 4t by Ly
by appropriate classifications indicative of the - lgae Al
nature thereof.

(B) 1EOC shall pursuant to Article wf of m;Agr;;— S LYY G Laobed) Saleld Wiy gl Rl i ()
ment render to EGPC wi orty-five (43) Vi Lo pii dam a1y W Gl e (£0) Crasyly Tes

days of the end of each calendar quarter a{ "
Staternent of TEQC costs reflecting all charges LS Lol opih U 4 K Ldpalt LSy,

and credits related to maintaning JEOGS | Wies clii L1 @lir) L ud) Lote 510 & alsd)

offices and any similar expenses incurred and _
paid by TEOC. | | ‘ Rl Nzadoy \ohess

Adjustments and Audits : ket M1y Mol v
_ b oesbdl e (o . e
(A) Each Statement under 2 A) and B) of Artidle : | A0 Yo () ¥ Gt Gy e a2 ()
1 above shall conclusively be presumed to be 22100 UN aw L\ Uiy sy b mas A
true and correct after three (3) months follow- | Lot g Lo e coa el 1y W1 @ el e
L 1 Pl

ing the receipt of each statement by EGPC bt - 3
unless within the said three (3) months EGPC | “tt £ S Woadalf Lo et 55750 et v,

cakes writtent cxception thercto pursuant o | o,5ilt ool Tuh Bl iy - 3wy L. (1) () 2o
icdde VI 3 of the reement, During | . . * ) o '
Article V1 d) 3 o AL B 1 ads 61 N Ll ki iy 301 iy 5

said threc (3) months period suppprting docu- G - |
_ents will be available for inspection by EGPC | =4 O35 G v A dhm s jar s Jealt el

during all working hours. IEOC will have | |, . L, s L Sz T e -
the same audit rights on PETROBEL statc- = *“ﬂ” ._;Jl Ggisdl i
ments as EGPC  under this Sub-Paragraph USRI

sihject to the samx limitation of time.




84 VA 4 e sb ¥ o ()

R sl e il iy it AL -

(B) LEGPC and IEOC wupon at least thirty (30)
days written notice 1o PETROBEL shall have
the right at its sole expense to audit PETRO-
BEL's accounts records and supporting docu-
ments for any Calendar Year ar portion there-
of within the twenty-four (24) months  period
following the end of such calendar year.

4.  Currency Exchange | +

IEOC’s and PETROBEL’s books required for the

operations under thus t shall be kept in the
ARFE. in US. Doliars Ailt U.S. Dollar expendit-
* ures shall be charged in the amount expended.  All
Egyptian Pounds cxpenditures shali be translated
to U.S. Dollars at the official buying rate of exchange
issued by the Central Bank of Egypt om the first
day of the month in which expeaditures are record-
ed, and all other non U.S. Dollar expenditures shall
be translated o U.S. Dollars at the buying rate of
exchange of -such currency as quoted by National
Westrreister Bank Limited, London, at 10 : 0 a.tr,
G.M.T., on the first day of the month in which
expenditures are recorded. A record shall be kept |

of the exchange rates used in translating Egyptan
Pounds or other non-U.S. Dollar expenditures 10 |
Dollare % :

5. Precedence of Documents -
In the cvent of any inconsistency ©Or conflict between
the provisions of this Aoccountiig Itn_f:nccdure and
Tax Implementation and the provisions of the
Agreement,  then the  provisions the Concessyon |
Agreement shall prevail.

6. Revision of Acoounting Procedure :
By mutual agreement beoween EGPC and 1EOC
the accounting procedure may be revised from umc
to time in the light of future arrangerments

7 Nop Charge for [nterest on [nvestment : i

Interest on Investment shall not, at “any time be

charged as recoverable cost under this Agrcement, |
i

ARTICLE i

COSTS. FAPENSES AND EXPENDITURES

Subjeit 1o 1he PIOVIEION. of the  Agreemont 1O |
shall alone brar and. directly or through PETROBEL |

pav the following costs and cxpenses, whirh - oSt and %
CXPENSOS shall be chassified and ireated in aoonrdance |

with Artiele V1T M the AoTrement -

W——
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1.

2.

Surface Rights :

All direct cast atinbutable to the acqLIsItion,
renewal or relinquishment of surface rights acquired
and maintained in force for the Area.

Labour and Related Cests :

T gt Gai> - °

Saim (£ A e gl Gl e A PR RN LY
il bl B\ iy el Jgemndl oz A et

=H\:mlu.i:"£ﬂlgwl_f

(A) Salaries and Wages of IEOC’s or PETROBEL’s | «Jig#¥t o> « J3,% of ASadll adicas ggrly O g (hH

employees, as the case may be, directly engag-
od in the various activitics under this Agree-
ment including salaries and wages paid fto
geologists and other employees who are tempo-

rarily assigned to and employed in such acdvi-

ties. With respect to

expatriate employees,

FEINIPOPTRR HES U S R s ke O ghems A
o) gamdd 6 ghadl o gL A i els e AW
glons s Wanti¥l ok W3 Opimbippil o AW i A
Sty i s e el Gl by - \gd

;:alarim and wages consist of actual base salar- | Ldadl) o¥a—Js Ldadlt Lttt QS 1 (A 2 o iy
tes and actual foreign service premioms paid . . . ,

Reasonable revisions of such gross salaries (1. ¢

actual base salaries plus

premiums) hall be effected to take into account
changes in TEOC’s policies and amendments
of Laws applicable to salaries.

(B) For cxpatriate employees

to Bgypt :

1. All allowances applicable to salaries and

wages ,

o Cost of established plans ; and
3. All travel and relocation costs of such expe-

actual foreign service

el s Jhmze¥W1 Lie-t { g A=Y Tadseld Ll
o oAS L ALty gaih AN oot des 3 A gl

permanently assigned | @ a0 Wit B g il bW Gpitead) Bl ()

5 ¢ oYy oA My Lad A oYl pn — )

_j:i_;jli‘.h'-h_i._-_-‘w_"i

ab gl Y3e i SISy et slispe g — ¥

triate employees and their families to and'| . e sNY pelma 1 pash iy o Ny ol

from the employee's

origin at the time of employment, at the

country or posnt of

sty T gy e o SV D A WY 580 Cpns

Gime of separation as 2 cegult of transfer | (s sl (#W1es izl JE AN orikaat
from one locanon to another and for vace- " 1 gt s T R TITE

ﬂnd tl'l.ﬁif faﬂiliﬁ tr31.13fcrring fmm e ;JJ’U,‘ "-'"ij" ( .t.rtE L’_. .:,l,‘_:_]_._,h Jf' M ~

ARE 0 another

their country of origmn shall not

o ARE. operations). 1913

Costs under this Sub-Paragraph (2B) shall bel (1) % Al ol ik ¢ AU Taaiald Adaddt oY s

equal to ninety (90) per

forcign sexvict premiumms

be chareed | < Ay LA e

Jotwr (o} ¥ ‘_’F_’l.h Al 1as

£ gross salanes ) ] ,, B T
(i e actual basc sn[arics,cmu:a{;cs and aotual cNadly ey Addai Ll A M Lah e A

chargeable under Sub- | At ileY bt Y3

paragraph 9 A), inchudnig actual 'hasr: galanes, Lyl BN ey s PRI e ity ot

such cxpatriate personnel during vacations
sick leaves as established in IFOC International

Policics), Paragraph 9 and

11B of this Artide T1.

pald to

Qub-Paragraph

Syt S il ERT R ARLY Ja LY Mey -

s and | sl sie pr oo = WY P R PR QP L

However gfoss_sy-laﬂfﬂ IR YRR TR R (AUROR Rl deas A1 DAY

pereentage outlined | 1,6 [

FICTIRC I PL W WG RS L e

O costs as of the
above reflects TEOC's actua! i Cadiah s aYAy Lban Gl Led by o]

offactive date Wl
Lenefits, allowances and

¢th regard to the fotlowng

COstE
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1. Antcipated termination of lease comtract
in A.R.E. or abroad.

2.

A.R.E. or abroad (round trip).

3. DUna tantum for clothing equipment,

4 Expenses connected with —departure and |
arrival of employees and their famiiies.

5. Accruals of seniority indemmnity. |

6. Charges for social secunity and insurance
gcoording to Italian Laws -,
—Retirement plan
—National health insurance
—Unemployment insurance
—Aocident and disablity insurance

1
—Extraordinary insurance.

7. Contractual travel expenses of employees
and their families.

8. Excess luggage.

9, Recreational allowances.

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

11. Housing and utilities allowances.

12.  Education allowance (Children of Expatr-
jate Emplovee) and educational assistance. !

13. Settlement aliswance in or outside ARE.

14. Contribution for resettlement expenses at
repatriation. .

[5. Vdtations, sick leaves and disability.

16. Any other costs, allowances and benefits
of 2 like nature as established in IEOCU's
international policies.

The percenta
: from Effective

ed at intervals of three (3) years
Date and at sach time TEOC and E

T RS AT SRR L RIS
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agree on 2 new percentage to be used under
ttus paragraph. _
Revisions of this percentage will take into
consideration variances in costs and changes in
IEOC’s nternational policies which change
or exclude any of the above allowances, benefits
or costs or establish new allowances, and benefits.
The revised percentage will reflect as nearly
as possible, IEOC's actual costs of all its esta-
biished allowances and henefits and of

personne] transfers. -

For Expatnate employees temporarily assigned
w  Egypt, all allowances, cost of established
plants and all travel and relocation costs for
such expatriate as paid in accordance with
[EOC’s international policies.

(C)

Costs of expenditures or oontributions made
pursuant to jaw or assessments imposed by
govermimental authority which are applicable

D)

to labour cost of salries and wages as provided |

under Sub-paragraph 2. A) and 2. B), para-
graph 9 and Sub-paragraph 11. B of this Article
IL

Benefits, allowances and Refated Costs of National
Employees :

Bonuses, overtime, customary allowance and bmei}ts
on a basis similar to that prevailing for Onl Companies
operating in A RE, all as chargeable under Sub-
Paragraph 2. A) Paragraph 9 and Sub-paragraphs

(11.A) & (11.B) of this Article T1. Severance pay will:

be charged at a fixed rate applied to payrolls which
will equal an amount eguivalent to the maximum
liability for severance payments as required under
the A R_E. Labour law.

Matenals :

Material, equipment and supplics purchased or fume-
ished as such by TEQC or PETROBEL.

(A} Purchases :

Materials, cquipment and supphies purchased

shall be at a price paid by IEOC or PETRO-
BEL after deduction of all discounts actually

received.

(B) Material Fumished by IEQC :
Material required for operations shall be
ed directly whenever practicabie, except

IEQOC may fummish
I'Etflﬂaé'! afﬁliated};tocks cutside the ARE. under

flowing conditons

VYA Cm o ¥ A (8 ) & ul) | S ) sy o
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i) New Matcrial (Condition “A")

Nm: matenial transferred from JEOC's
affiliated warehouse or other properties |

POty Wy Suush angls -

bopd o1 U gl Gl it Gjtia o JET I awandh 51 )

shall be priced at cost, provided thatthc("'-’“ WS Wb s Zasa At B o2 Sz e

castaf rnaterial supplied is not higher than

intematiénal prices prevailing at the time

suoh material was supplied for maerial
of gmilar quality supplied on similar
erms,

(fj Used Material (Conditions  'B” and1

{a) Material which, is in sound and servics-

able condition and i suitable for ve-
use - without reconditioning shall be
cassed as  Condition "B” and priced
at scventy-five {75) percent ot the
price of new material,

{b) Matenal which cannot be classified as
Condition ”B" but which is sexvicable
for original fimction but substantially
not suitable for recondittoning, shail
he classed as Condition *“C” and priced
at  fifty (50) percent of the price of
new material, |

(c) Material which cannot be classified as
Condition "B" or Condition "C” shalt
be prioad at a value commensurate
with its use.

() Tanks, buildings and other equipment
involving erection costs shall be charg-

!

ed at applicable percentage of knock- h

ed-down new price,

Warranty of Materials Furmished bv TEOC :

TEQC does not warrant the material furnish-
ed beyond or back of the dealer’s or manufac
tures’s guaranty ; and in casc of defeive
material, credit shali not be recorded unti!
adjustment has been received by TROC finm

manufactures or their agents

5. Transpprtation and Employee Relocation Costs

(a)

(b)

Transportation of equipment, material and
supplies necessary for the oonduct of TEQC's

or BETROBFET,s activities.

Business travel and Transportation expenses ©
the extent covered by established policies of
IFOC (with regard to Expatriates) or PETRO-
BEL (with regard to Natiomalsj as incurred
and paid by, or for, emmwloyees in the  conduct
of TEO s cr PETROBEL’ s actvities.
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" IFOC or PETROBEL

P

(c} Employee tion and relocati | oAk P | .
transporta ton QOSES | JAach JUe 5 Jaucleglt Juibe ) iy Doty Jii adS (un)

for Naﬁupa] employees to the extent covered
by established policy of PETROBEL.

Sevice

(2) Gl:l:lt:ra.ct Services, cost of consultants, other
services and utilities procured from third parues.

) Cost of services performed by EGPC or by IEOC
or their Affiliated Companies in facilities inside
or outside the ARE. Regular, recurtTing,
routine services, such as interpreting magnetic
tapes and/or other analysis shall be performed
and charged by EGPC and/or IEQC or their
Affiliated Companies at cost.
involving engincering and design scrvices shall
be performed by EGPC and for TEOC or ther
Affiliated Companics at a negotiated  coniract
arnount. Use of EGPC’s, IEOC’s or their Affiliate
Companies wholly owned equipment shall" be
charged at a rental rate commensarate with the

cost of owner-ship and operation, but not In
excess of competitive rates currently prevaiiing

in the AR.E.

diligence.
shall fumish EGPC wntten

notice of damages ot losses sncurred in excess of ten

thousand (10.000) U.S. Dollars per occurrence, as

soon as praciticable after report of the same has been
received by TEOQCG or PRTROBEL..

Insurance and Claimms °

The cost of any public liability, property damage
and other insyrance against liabilities of TEQCG,
PETROBEL and/or the parties or any of them to
their employees and/or outsiders as may be required

by the Laws, rules and regulations of the GOVERN-
parties may agree upon. The
' daim collected

If no insurance is carried for a particular  Tisk, all
celated actual expenditures nourred and paid by
IEOC or BETROBEL m settlement of any and all
losses, claims, damages, judg_mcnts,
expenses, including legal services.

Indirect BExpensc - Offices. Camps and M iscellan-

eerus Facilitiez :

Major projects

— o ———— - —

and any other |
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10.

1.

IEOC andjor PETROBEL's cost of maintaming
offices, camps, {including catering services for both
expatriate and national staff) and facilities such as
shore base, warchouses, water systems, road systems,
salaries and expense of field supervisory personnel
{idd clerks, assistants and other general employees
indirectly serving the Area.

Such Indirect Expenses shall be aliocated to Develop-
ment, Exgloration and operating expenses under the
Agreement in accordanoe with sound and accepted
International Accounting practice.

The portion allocated to  Development opgrauons
shall be recoverable as an Operating Expense. The

p{yrtiﬁﬂ aﬂDﬁﬂtl’:‘d o Exp-lnmﬂm DPCI'atiDI'LS Sh.&ﬂ ]}Cl 'L_..i'UJYT ads ‘_’_a:j_.; 1.;.]_,.\.“

recoverable as Exploration Expenditures. IEOC’s

{ndirect Expense allocated to the operations under 1

Operating

the Agreement is recoverable as

Expensc.
Legal Expenses -

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection
of the Area, including attorney’s fces and  expenses
as hereinafter provided, together with all judgments
obtained against the parties or any of them on account
of the operations under the Agreement, and actual
exgpenses incurred and pad by any party or partes
hereto in securing evidance for the purpose of defend-
ing against any action or olaim prosecuted or urged
against the operations or the subject matter of the
Agreement. In the event actions or claims affecting
the interests herunder shall be handled by the legal
<taff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing
such services may be made to operations.

all

Administrative Overhead and General Expenses :

(A) No charges for 1EOQC's admimstrative over
head outside the AR.E. will be applied against
the operations.

The foregoing does not preclude charging for
direct service under Sub-Paragraph 6. B of
this Article II.

(8) PETROBEL’s personnel engaged in general
clerical and office work, supervisors and officers
whose time is generally spent in the main office

and not in the ficld, and all employees ra- , s -

Iy oonsidered as general and  admanistrative
and not charged to other tyrges of expense, will
be charged to opcrations. Such expenses
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shall be allocated each month between exXploTa- | dicoy Lazh oldae e Joodl ot 0 jzams + 4

tion and Develo
sound and practicable accounting methods.

The portion allocated to Development opera-
tions shall be recoverable as Operating Expens-
es and the portion allocated to Exploration |
opcrations shall be recoverable as an Explora-
tion Expenditures.

pnent operations according. to

12, Taxes :

All taxes, duties or Ievies paid 1n - ARE. by
TEQC or PETROBEL with respect to the Agree.
ment other than those covered by Article IV

of the Agreement.

13. Continuing JEOC Costs

IECO costs as required under the Agreement and
Costs of mamtaining [EQC office and similar expens-
es incurred exclusively in the AR.E. and paid and
allocated to Development and Exploration opera-
tions tinder this Agreement i accordance with sound
and acoepted International Accounting procedures;
however, all such costs shall be recoverable as Operat-
ing Fxpenses, with the exception of costs of assets
which will be depredated at the rate of 25% per

aTNuIre.

No sales expenses ncurred outside or inside the
AR E. shall be recovered as a cost.

14. Other Expenditures :
Any costs, expenses or expenditur?s, other than those
which are covered and dealt with by the foregoing
provisions of this Article II, incurred by IEOC or
PETROBEL under approved work Programs and
Budget

15, Training Expenses :

All costs and expenses of PETROBEL under Article
XVIT of the Agreement and Costs and expenses of
1IEOC for training national employees which exceed
125.000 US. § per year.

ARTICLE IXl

INVENTORIES

. Periodic Inventories, Notice and Repgresentation :

At reasomable intervals as agreed upoan by EGPCG
and TEOC inventorics shall be taken by PETROBEL

of the operations material, which shall include all
such matenial, physical assets and construction pro-

jects.  Written notice of intention to take mventory
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shall be given by PETROBEL to EGPC and IEOC

at least thirty (30) davs before any inventory is to

‘begin so that EGPC and IEQC may be represented

when any ioventory is taken.  Failure of EGPC
and/or IEQC to be represented at an  inventory
shall bind them to accept the inventoery taken by
PETROBEL who shall in that event furnish the
party not represented with a copy thereof.

Reconciliation and Adjustment of Taventories :

Reconciliation of inventorv shall be made by IEQC
and EGPC, and a list of overages and shortages

shall be jointly determined by TEOC and EGPC,

and the inventory adjusted bv PETROREL.

ARTICLE IV
COST RECOVERY

Statements of chnvc:w of Costs and of Cost Recovery |

Crude Qil -

JTEQG shall pursuant to Artdes VI, VII of the
Agreement, render to EGPC as promptly as practica-
~ ble but not later than (20) twenty days after recept
from PETROBEL of the Statements of Exploration
and Development Activity for a given quarter, a
Statement {including TEOCs costs) for that quarter,
showing for ITEOQC and EGPC :

( i) Recoverable costs carried from the previous

quarter if any. including Sunk Costs as provid-

ed for in Annex "GV

(1) Recoverable costs inourred and paid during the
quarter as well as TEOQC's Sunk Costs in Abu
Madi recoverable in that quarter, as provided
for in Annex "C”.

(in} Total recoverabic cosis of the guarter under

(i) plus ().

(iv) Value of the Cast Recoverv Crude Qil as deter-
mined in Article VIT paragraph V(0. for the

quarter.

(v) Amount of costs recoveved for the gquarter
according to priorities for allocation as provided
for in Artide VIT. |

(i) Amount of recoverable  costs carried mto the

succeeding quarter. if anv,
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(vii) Excess. i any, of the sum of the values deter- | il gl s e (1) Al by
Cined in Paragraph (iv) above, over the amount s oaes o
of costs yecovered as de ined in Paragrapb w2
(v) above. - —

(viii) Amount of IEOUs Exploration Sunk Costs i | s ) ot 2t o St Y
Abu Madi which IEOG was entitled but has | 5_. i .f" J' A Al
. 1." ‘n:n_ru.ﬂl J”

aot been able to recover 1D that quarter and | ... 7. _
which are to be from EGPC’s Exoess _""'u'-"”"“:‘]" e
Cost Recovery Crude Oil accrued to it in the 1) L ol L AAES M i (LY o N
prmfinusfﬂurycam,astvidcdfur in 'c..:r-(\){"}-ual-{uim_*ﬂu._-!-
VII (a) (1) of the Agreement. '

(ix) Amount of LIEQC's Development Sunk Costs m ‘ i ) o pl P Sl
Abu Madi as well as the Developrent Ex -1 s . T
nires relevant to the Abu Madi ¥Field as well as = '1_" ot 't_"l'”'f‘ !
development ~ expenditurcs tor associated gas | = 7 )
delivery to the shore facilitics in the TthVﬂ L‘:j_’_;h \gismrinnd dﬂl-’

(1) Provided for in Article

Leases as provided for 11 Art.
[EOG was catitled but has
recover in that quarter

racovered from EGPC’s
VII (a) of the

share of Profit Oil, as

Concession |

Agrecment

IEOC to EGPO

or at EGPC's option 2 portion O
be paid in kind 2s provided Article

() B

with the Market Price applicable for the gquarters
during which such made.
Should there be any delay in the rendition of such -

statement bevond the due date and consequently
payrment of the amount due 10 EGPC

bear interest at 2 rate of -:
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1 GPC shall have d period of six 40) months  1x¢
recept 0 any graternent under this Article TV In which
rev audit and ' such ctatement.
witht respect of the sgatements
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Paragraph (d) of the Agreement. The audit pgerfor-
med under this Paragraph will be made to venfy
such statement. -

EGPC and IEQC shall agree on any required adjust-
ment, Supporting documents and accounts will be
available to EGPC during said six (6) months period.

ARTICLE V

CONTRQL AND MAJOR ACCOUNTS
. Cost Recovery Control Account :

. JEOC will establish a Cost Recovery Control
Account and an offsetting contra account to control
therein the value of Cost Recovery Crude, the
amount of cost remaining to  be recovered, if any,
the amount of cost recovered and the value of Excess
Cost Recovery Crude Oil, if any.

2. Major Accounts :

For the purpose of accounting policies for clasaifying

costs expenses and expenditures for  cost recovery,
costs, expenses and expenditures shall be recorded

in major accounts including the following :
| Exploration Expenditures

Development Expenditures

O-pcraﬁng Expenses

EGPC's Sunk Costs in COPE

IEQOC’s Sunk Costs in Abu Madi :

Development i

Exploration
Warehouse stock wvalue

Necessary sub-accounts shall be used

Revenue accounts shall be maintained by IEOG

to the extent necessary for the control of recovery of
costs and the treatment of Cost Recovery Crude Oil
and complying with the reguirement for filing of
[EOC’s tax return and IEOC's accounting policies.

ARTICLE VI

TAX IMPLEMENTTATION PROVISIONS

It is understood that any AR.E. income taxes paid
by EGPC on IEOC’s behalf constitute additiopal income
10 TEOC, and this additional” Income is also subject to
A R.E. income tax, that is “grossed-up™:

As defined in Article IV (F) 1EOC's taxable income,
i o the amount of value on which ARE. mncome taxes
+re to be computed, is the gross inoome of TEOC less
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the costs and deductions computed in accordance with
Article VII of the Agreement and  associated with this
income plus AR.E. income taxes. Gross income less
associated costs and deductions is  called “provisional
income” and is defined below. _

The total value, as determined according to para-
graph (c) of Artide VII of the Cost Recovery Crude O1
and of such part of EGPC's share of profit Oil, as appro-
priate, to which IEOC is entitled pursuant to Article
Vilparagraph {a} (1) and the Grude Oil acquired and
disposed of by JEOG pursuant to Articte VII Paragraph
(b). (The total value under (a) and (b) above shall include
a Crude Oil equivalent value of Condensates produced and
caved from Abu Madi arca on-a par volume basis with
Betayim Blend Crude Oil in accordance with Aricle VII).

REDUCED BY : | .

(i} the costs and expenses of 1EOK, including IEOC's
chare of Sunk Costs, which are allowed to be recover-
ed in the Tax Year under Paragraph (a) of Article
VII ; and

the value of EGPC’s Sunk cost which are allow-
ed to be recovered in the Tax Year under Paragraph

{a) of Article VII ; and
the value. as determined according to Paragraph

(c) of Article VII of EGPC's Excess Cost Recovery
Crude Qil repaid to EGPC in  cash and in kind

if any ;
the value of the following

the balance of IEOC’s Expioration Sunk Costs
in Abu Madi recovered by IEOC from EGPC’s
Excess Cost Recovery Qil, as provided for by
Artide VII a 1} of this Agreement.

(1)

the balance of 1EQC’s Development Costs 10
Abu Madi recovered by IEOC from EGPC’s

<hare of Profit Oil, as provided for by Artcle
VII 2.) of this Agreenment.

(b)

This iconal income is also equivalent to IEOG's
ncome after ARE. income Taxes.

The "gross-up value” is an amount added to provis-
opal income to give “taxable income, such that the gross-
up value is equivalent to the A.R.E. income taxes.

THEREFORE :
Taxable Income = Provisional Income PLUS Gross up |

Value, and

{Fross-1t1 Value — ARF. Tncome Tax on Taxable

[peorme.
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-_If the “A.RE. income tax rate”, which means the
pifective or composite @x rate due to the vatious A R E

y

= ARE income tax ratec TIMES Taxable Income Cow-

ning the first and last equations above,

cent, then the Gross-up Value is equal to
$10 X 04 a
T 04 — $6.67
- THEREFORE 3
~ Provisional Income 10.00
PLUS Grossup Value 6.67
‘s Taxable Income 16.67

LESS A R.E. Income Vaxes 6.67
at 40%

[EGCs Income after Taxes (.00

¢ taxes levied on income or profits, is constant and not
- dependent on the level of income, then Gross-up Value

i

) Grossup Value = Provisicoal IncomeXTax Rate
. [~Tax Rate

. “Where the tax rate is cxprmc;iasadedm'aj.

- The above computations are iliustrated by the foliowing

numernical example, Assuming that the provisional
Income is $ 10 and the A.R.E. income tax rate is 40 per- | CBU g
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