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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEL i«
THE ARAB REPURL:Z OF EGYPYT

AND
THE EGYPTIAN GENERAL PETROLEUM

CORPORATION

AND
SHELL WINNING NV,

IN
THE SUDR CONSHORE AREA

This agreement made and entered on this day ot 22 nd, Dec,
197. by and between the ARAD REPUBLIC OF EGYPL
hereinafter referred 1o variously s the AR or the
«GOVERNMENT)”, the EGYPITAN GENERAL PETRO-
LEUM CORPORATION, a lcgal entity created by law No. 167
of 1958 as amended (hereinafter referred to as “EGPC”) and
SHELL WINNING N.V. a company organized and
existing under the laws of THE NETHERLANDS (hereinafter
referred to variously as “SHELL” or as “CONTRACTOR?).

WITNESSETH

WHEREAS, all minerals including petroleum, cxisting in
mines and quarries in the A.R.E., including the territorial waters
and the seabed subject to its jurisdiction extending beyond the
territorial waters, are the property of the State, and WHEREAS,
EGPC has applied for an exclusive concession for the exploration
and exploitation of petroleum in and throughout the area referred
to in Article II, and described in Annex “A” and shown approxi-
mately in Annex <“B” which are attached hereto and made part

hereof ; and
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WHEREAS, CONTRACTOR agrees to undertake 1ts
obligations provided heremnafter «s coniractor witli respect to the

exploration, development and | roduction of petroleum in said

Area ; and

WHERFEAS, the GOVERNMENT desires hereby to grant
such CONCESSION ; and

WHEREAS, the Minister of Petroleum and Mineral Resoui-
ces pursuant to the provisions of law No. 86 of 1956, may enter

into concession agreement with I GPC, and with «SHELL” as a

contractor in the Area.

NOW, therefore, the parties hereto agree, as follows :

ARTICLE 1
DEFINITIONS

¢a) “Exploration” shall include such geological, geophysical,
aerial and other surveys as may be contained in the approved

work Programs and Budgets, and the drilling of such shot

Loles, core hLoles, stratigraphic tests, holes for the discovery
of Petroleum or the appraisal of Petroleum discoveries and

other related holes and wells, and the purchase or acquisition
of such supplies, materials and equipment therefor, all as
may be contained in the approved Work Programs and
Budgets. The verb “explore” means the act of conducting

exploration.
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i) “Development” shall include, but not be limited to, all

fe)

()

operations and activities pursuant © approved Work
Programs and Budgets under this Agreen:cnt with respect t

#) the drilling, plugging, decpening, side tracking,
redrilling, completing, equipping of development wells,
s 1anging of the status of a well ; and

(i) design, engineering, construction, installation, servicing
and maintenance of equipment, lines, svstems, facilities,
lants and related operations to produce and operate
sald development wells, taking, saving, treating, haxnd-
ling, storing, transporting and delivering Crude oil for
export repressuring, recycling and other secondary
recovery projects, and

(u2) trausportation, storage and any ..>r work or activities?
necessary or ancillary to the activities specified in (i) anc
(i1). .

“Petroleum”™ means liquid crude oil of various™ densitics,
asphbalt, gas, casinghead gas and all other hydrocarbon
substances that may be found in, and produced, or otherwise
obtained and saved from the Area under this Agrecment,
and all substances that mayv be extracted therefrom.

“Liguid Crude Oil” or “Crude Oil” or “Qil” means any
hydrocarbon produced from the Area which is in a liquidi
state at the wellhead or lease separators or which is extracted
from the Gas or casinghead Gas in a plant. Such term
includes distillate and condensate.
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(¢) “Gas” is patural gas both associatcd o1 d rer-zseccizted, and
all of its constituent clements produccd frem &ry wcil in the
Arca and all non-hydrocarbon su betapces therein. Sald
term shall include recidual gas.

(f) “Barrel” shall consist of forty-two (42) U ritcd Rietes cghiersd’
liquid measure, corrected to a temperature of sixty degrees
(60°) Fahrenheit.

(g) “Commercial Weli” means the first well on any geologica
feature which after testing for a period i rctmare thzn thirt
(30) consecutive days where practical. but in any event in
accordance with sound and accepted Industry production
practices, and verified by EGPC, 1s found to be capable of
producing at the average rate of not less than two thousana
(2000) barrels of oil per day (BOPD). [The date of discovery

of a “Commercial Well” is the date on which such well, 1

tested and completed according to the above,

(k) “A.R.E.” means ARAB REPUBLIC OF EGYPT.

(f) “Effective Date” means the date on which the text of tha
Agreement 1s signed by the GOVERNMENT, EGPC and

CONTRACTOR, after the relevant law 1s issued.

{7) «Year” or “Calendar Year” means a period of twelve (12)
months according to the Gregomnan Calendar.

(k) “Financial Year” means the GOVERNMENT' financia!
year according to the laws anad regulations of the A.R.E.
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() ““Tax Yecar” iueans the period of iwelve (12} months
according to the laws and regulations of the A R.E.

(m) An “Affili ‘ed Company’’ :ecans a compan: :

(1) The share capital, couierring a majority of votes at
sharcholders meetings of such company, of which is
owned directly or indirectly by a party hereio

(1) Which is the owner directly or indirectly of share capital
conferring a majority of votes at shareholders’ meetings
of a party hereto ; or

(#77) Whose share capital coni: rring a majority of votes at
shareholders’ meetings of such company and the share
capital conferring a majority of votes of shareholders’
nieetings of a party hereto are owned directly or indirectly
oy the same company.

Notwithstaniding the forcgoing sub-paragraph an “Affiliated
Company” means in relation to SHELL :

N.V. Koninklijke Nederlandsche Petroleum Maatschapp
and The “Shell” Transport and Trading Company, p.l.c. and
any company which is for the time being directly or indirectly
controlled by N.V. Koninklijke Nederlandsche Petroleum

Maatschappij and the ¢‘Shell” Transport and Trading
Company, p.l.c. or either of them.

For the purpose of the foregoing definition :

() A company is divectly controlled by another company
or companies holding shares carrying in the aggregate
the majority of votes exercisable at general meetings ;
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() A vparticalar company is indirectly controlled by
a company or comnanies (hereinafte - called “the par it
company or compates”) if a series f companies can e
-pecified, beginning with a parent co 1pany or compan: s
-nd ending with thz particular comyany, so related tl. it
cach company of tue series, except the parent company
or companies, 1s directly controlled by one or more of
the companles earlier in the series.

(n}) “Exploration Block® shall m=2an an area, the corner points
of whichh have to be coincident with 3’ x 3’ latitude and
longitele divisions ; acrordiag to tha Iateraational Grid
System where possible or with the existing bounlaries of The
Area covered by this Goacassion Azreemsnt as sat forth i
Annex “A”,

_(:2 “Development Block™ shall nz:11 an arza, the corner poiats
~ of which have to be coincident with 1* x 1’ latitude and
longitude divisions according t> thz Tateraationmal Grid
System where possible or with th= existinz byandarizs of the
Area covered by this Concession Agreement as set out in

Annex ¢A”.

£} “Development Lease (5)” shall mean all or part of Develop-
ment Block or Blocks covering the geological structure capable
of production, the corner points of which have to
be coincident with 1’ x 1’ latitude and longitude divisions
wccording to the International Grid System where possible
or with the existing boundaries of the Area covered by this
Concession Agreement as set out in Annex “A”.
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ARTICLE II
Annexes to the Agreement

Annex “A” 15 a descripticn of the Area covered srnd aflecicy

by this Agrecmert, herdraftar reforred to as “the Area” :

Annex “B” is a provisicral illustietive mwap cn the scale o
approximately 1 : 500,CC0 indicatirg the Area covered and atlected

by this Agreement and described in Annex ¢A”.

Annex “C* is the form of a Charter of the operating company
t-. be formed as provided for in Art.cle VI hereof.

Annex “D” is the Accounting Procedure.

Annexes “A», «B?, «C” and “D” to this Agrecment are
hereby made part hereof, and they shall be considercd as baving

egual force and effect as the provisions of this Agreement,

ARTICLE I11
Grant of Rights and Term

The GOVERNMENT hereby grants EGPC, and CONTRA-
CTOR subject to the terms, covenants and conditions set out in
this Agreement, which insofar as they are contrary to or inconsise
tent with any provisions of law No. 66 of 1953 as amended, shall
have the force of law, an exclusive concession in and to the Area

described in Annexes “A” and ¢“B".
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(a) The GOVERNMENT shall own and be entitled, as

hereinafter provided, to a royalty in cash or in kind of ten
(10) percent of the total quantity of Petroleum produced and
saved trom the Area during the development period including
rencwal. £.1d royalty shall be borne and paid by EGPC
and shall 1ot be the obligation of the CONTRACTOR.
The payment of royalties by EGPC shall not be deemed to
result in income attributable to the CONTRACTOR.

An initial exploration period of four (4) years shall start from
the Effective Date. Two (2) successive extensions to the
initial Exploration period of two (2) vears each shall
be granted to CONTRACTOR at its option upon written
notice to EGPC prior to the expiration of the then current
period by thirty (30) days and subject only to its having

fulfilled its «xpenditure and drilling obligationis hercunder
for the then current period,

This Agreement shall be terminated if no Cemrmercial
Discovery is established by the end of the Eighth (&th)
year of the Exploration period However, such pericd may
be extended at CONTRACTOR’s option for up to six (6)
months to enable the completion of drilling and testing of
any well actually drilling or testing at the end of the eighth
(8th) year exploration period, but shall not exceed this period
by more than six {6) months. The election by EGPC to
undertake a sole risk venture under paragraph (c) immedia-
tely hereafter shall not extend the Exploration period nor

affect the termination of the Agrcement as to CONTRAC-
TOR.

(¢) “Commercial Discovery”’ : Aficr discovery of a Commercial

Well, CONTRACTOR shall, unless otherwise agreed upon

undertake, as part of its exploration program the appraisal
of the discovery by drilling one or more additional wells, to
determine whether such discovery is worthy of being developed
commercially, taking into consideration the recoverable
reserves, production, pipeline and terminal facilities required,

estimated crude oil prices, and all other relevant technical
and economic factors.
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A Commercial Discovery may consist of one producing veser-
.oir or a group of roductng res:rvoivs which after apovats O
i worthy of betn o developed com werctaliy. GONTRAC
TOR shall give novice of 2 Cormmercial Discovery to 5GP
immediately after the discovery is considered by GON.
IRACTOR to be worthy of commeicial  devzlopmint
but in any event not latar taan th: compb:tionof trsconl
<exploration™ annrats il woll, o twelve (12) moatas DHibw.
g the date of th: discovery of th: Gohamercil WVeli
whichever-is earlier ; except that th> GONTRAGIOR shall
vieh: v give such notice of Comm :rclal

aln have the rig:

Discovery with respoct to any raservolr or rescrvoirs evea it
ihe well or wells thereon are not “Commercial” within the
definition of “Commercial Well’” if) in its opinion, a reservolr
or group of reservoirs considered collectively, could be worthy

of development.

Following receipt of such notice EGPC and GONTRAGIOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Ghmmereual
Discovery. The date of Commercial Discovery shall bz the
date EGPC and QONTRACTOR mutually agree thati a

Chmmercial Discovery exists.

.Ii’" Ceade Oil is discovered but 1s not deemed by Goatractor
to be a Gonuncrcial Discovery under thie above provisions of

- saw
this paragraph (c), EGPC shall ono (1) moath  after
the expiration of the perlod speatied above within which
CONTRACTOR can give notice of Commercial Discovery

or thivieen (i3} mouths aftor the completion of a wall not
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considered a “Commercial Well” have the nght, fdlcwiné
sixty (60) cays notice in wiiirg to CONTRATTOR, at 1ty
sole cost, risk and expense t: develop, produce and dispose of‘
all Crude Oil from the geolr sical feature on which the well
has been drilled. Said notize shall state the specific area]
covering said geological featurcs to be developed, the wellg
to be drilled, the production facilities to be 1nstalled andj_

EGPQC’s estimated cost thereof.

Within thirty (30) days after receipt of said notice
- CONTRACTOR may, in writing, elect to develop such arca

-as provided for in the case of Jommercial Discovery hereun-
f_.der. In such event all terms of this Agreement shall conti-

nue to apply to the speafied area.

" If CONTRACTOR elects not to develop such area, the
“specific area covering said geological feature shall be set aside
for sole risk operations by EGPC, such area to be mutually
‘agreed upon by EGPC and CONTRACTOR on the basis
of good oil industry practices, EGPC shall be entitled to
perform, or in the event Operating Company referred to in
Article VI has come into existence, to have Operating Com-
pany perform such operations for the account of EGPC and

at EGPC’s sole cost, risk and expense.

When EGPC has recovered from the Crude Oil produced
from such specific area a quantity of Crude Oil equal in value
to three hundred (300) percent of the cost it hasincurred in
carrying out the sole risk operations, CONTRACTOR shall
have the option, only 1n the event there has been a separate
Commercial Discovery to share in further development and
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production of that spzcific area upon paying EGPC one
hundred (10J) parcent of such costs incurred by EGPG. Such
one hunldred (10J) percent payment shall not be recovered
by CONTRACTOR. Immediately following such payment
the spzcific area shall eithar (1) revert (o the status of an
ordinary D:vzlopment Le@ase under this Agreement and
*hareafter shall bz opzrated in accordance with the terms
hereof ; or (ii) alteraatively, in the event that at such time
EGPC or its Afiliated Company is conducting all
deveidpment opsrations ia ths area at its sole expense &nd
EGPC elects to continue oncrating, the area shall remain
set aside and CONTRACTOR shall only be entitled to ats
pealuction sharing perczntage of the Grude Oil as specified
in Article VII (b) below. The sole risk Crude Oi1l shall be
valuzd in thz maaner providzd in paragraph (¢) of Article
VII. I[n the eveat of any termination of this Agreement
ander ths provisions of parazraph (b) above this Agrecment
“all, howaver, continue to apply to EGPUs operation of any
ole risk vaature hereuader, although such Agreement shall
have 3= t2en 1zl with respeet to (GONFIAIEPIR

pursuint to the provisioas of 3xtd paragraph (b) above.

The d>vzlapment period shall be twenty (20) years from the
Iate of the first Gommercial Discovery. This period may
be ranewed for an additional period of ten (10) years at the
Lption of GONTRAGLIOR upon six (6) months prior wri-

ten notice to EGPC.
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Following (. mmercial Discovery the cxtent of the whole
area capabi of production t: be covered by a development
lease or leas s shail be mutualy agreed upon bv EGPG and
GONTRAC "OR and be subj ot to the approval of the Mini-
ster of Petre leum and Miner:]l Resources. Such area shall

then be converted automatically into a development lease or
leases without the issuance of any »dditicral lecal instrument

or permission,

Development operations thercafter shall be started promptly
by Operating Company and be conducted in accordance with
good oil fizld practices and accepted petroleum engineering
principles, until the fi=ld i1s considered to be fully developed.
[n the event no Commercial Production of Petroleum
in regular shipments is cstablished in any Development Block
within threc (3) years from the date of the approval of the
Minister of Petroleum and Mineral Resources referred to
hereinabove such a Development Block shall immediately be
surrendered. However such three (3) year period may be
extended by an additional period not exceeding one (1) year
subject to the approval of the Minister of Petroleum and

Mineral Resources.

CONTRAGTOR shall bear and pay all the costs and ex-

senses required in carrying out all the foperations unde

this Agreement but such costs and expenses shall not include
any interest on investment, and CONTRACTOR shall look
only to thc Petroleum to ‘which it 1s entitled under this
Agreement to recover such costs and expenses. Such costs
and exoenses shall be recoverable as provided in Article VI

During the term of this Agreement and s renewal, the total
production achieved in the conduct of such operations shall
be divided betwcen EGPC and CONTRACTOR in accor-

dance with the pmvisions of Article VI1I.
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(f) 1. CONTRACTOR chall be subject to the laws i force i
‘he AR.E. which impose taxcs ¢ or arc meesurcé by
ncome or profitr, mcluding ther laws mrposing the
commercial and industrial profic- tax, and divid: nds
yald with respec to shareholders (hercinaftcr refo.ied
o as “ARE. Income Taxes ), and, cxcept  as
othciwise provided n this Agrcomicnt, shall ccuply
with the requiremcnts of such Taws with respect to the
filirg of returns, the asscssment of tex, and the kecping
for review by authonscd perscrs of beoks ard reccrds

Any AR.E. Income Taxes as described above which
may be levied against CONTRACTORs sharchcldors
as a result of CONTRACTOR? activities undcr this

Agreement shall ¢ assumed, paic, and discharged by

T'GPC.

It 1s expressly agrecd and eckrowlccged that EGEPCs
slhere ¢f the volume of Crude O1l as detarmired under
CArticle VIT includes a volume of crude o1l to maoct the
CONTRACTOR’s and the CONTRACTOR’s sharve-
holders A.R.E. Iocome Taxes as descmibed above 1n

this paragraph (I) (1).

EGFPC agrees that prccecds frem such arvde o1l volumas
will be used to meect CONTRACIOR’s Income Tax
liabality in AR .E. as ar.d when due.

2  TFor purposes of epplyirg peregrayh () (1) of this
Article, the tctal taxable imcome of CONTRACTOR
end CONTRACTOR’s sharel.olders) in respect of any

Tox Year chell be 2n ameunt calculsted as follows

() The total of the sums receivec by CONTRACGTOR
from the sale or cther disposition of all Crude Oii

acquired by CONTRACGCTOR pursuant to f‘\1t1c:l
V11, paragraphs (a) and (b) :
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LESS
(a) The cos's and expenses ol CONTRACGTOR which

are allovoed to be recovercd in the Tax Yc.r under
paragra;h (a) of Article VII ; and

(b The value, as determined in paragraph (¢, of
Article VII of EGP(Q’s share of the excess Cost

Recovery Crude Oil repaid to EGPG ;

FLUS

(12} An amount equal to CONTRACTOR’s A.R.E.

Income 'laxes,.

+. EGPQC shall assume, pay and discharge, on bchail
of CONTRACTOR, CONTRACTOR’s AR.E. Income
Taxes out of the sums reccived by EGPC from the sale
or other disposition of its share of the Crude Oil.

4. EGPC shall furnish to CONTRACTOR the proper
official receipts evidencing the payment of CONIRA-
CTOR’s A.R.E. Income Taxes, within ninety (90) days
following the receipt by EGPC of CONTRACTOR tax

declaration for the preceding Tax Year. Such reccipts
shall be issued by the proper Tex Authoritics and shall

state the amount and other particulars custcrrary for

such recelpts.

(g) In calculating its A.R.E. lrceme Taxcs, EGI'C shall be
entitled to deduct 10valties paid by EGFG to the GOVERN-
MENT and the A.R.E. Income Taxes of CONTRACTOR

paid by EGPC on CONTRAGTOR’s behali.
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ARTICLE IV

Work Frogram and Expenditures Duriag

Exploration Period

(a) CONTRACTOR shall commence Exploration eperations
hereunder not later than six (6) months after the Effective
Date. Not later than the end of the eighteenth (18th) month

after the Effective Date, CONTRACTOR shall start

exploration drilling in the Area, with a commitment of
drilling one (1) well during the initial Exploration period.
EGPC shall make available for CONTRACTOR?’s use all

seismic, well and other exploration data in EGPC’s pos-
session with respect to the Area,

(b) The initiali"Exploration period shall be four (4) years.
CONTRACTOR may extend this Exploration period for
another two”(2) additional periods of two (2) years ecach
respectively in ‘accordance with Article III {b), each upon
giving thirty (30) days prior written notice to EGPC and
subject to” CONTRAGTOR having fulfilled expenditure of

- 1ts minimum]ﬁxploratioﬁ obligations for the then current
period.

CONTRACTOR shall spend a minimum of eight (8) Million
U.S. Dollars on exploration opzrations and activities related

thereto during the initial four (4) year exploration period ;
provided that CONTRACTOR shall drill one (1) well.

For the first two (2) year extension period that CONTRA-
CTOR elects to extend beyond the initial Exploration period,
CONTRACTOR shall spend a minimum of ten (10) Million
U.S. Dollars and for the second two (2) year extension pe
dod, CONTRACTOR shall spend a minimum of fifteen
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(15) Million U.S. Dollars ; during the first extensio
CONTRACTOR shali drill two-(2) wolis and three (3) v il

duriig the second exionsion if underts <,

Should CONTRACTOR :pend more shan the minin:
amount rcquired to be expended during the initial four (4)
year Exploration period or during any period thereafter, the
excess may  be  subtracted from the minimum amount of
money requred to be expended by CONTRACTOR during
any succceding Exploration period or periods, as the case
may be witnout affecting the work commitment obligation.
Wells drilled in excess o1 the drilling obli~ations in any ¢xp -
ration period may be carried forward and credited to the

drilling obligations of the following Exploration periods.

In case CONTRACTOR surrend.rs its Exploration obliga-
tions in this Agreement as set forth above before or at the
end of the Fourth (4) voar of the initial exploration periad,
having cxoended less than the total sum of Eight (8) Million
U.S. Dollars on Exploration or in the event at the end of the
initial  Exploration period CONTRACTOR has (%xpﬂnded
less than said sum in the Area, an amount equal to the diffe-
rence between the said Eight (8) Million U.S. Dollars and
the amount actually spent on Exploration activities shall be
paid by CONTRACTOR to EGPQC at the time of surrendec-
ring or within three (3) months from the end of the furth
(4) year of the initial Exploration period, as the casc may
be. Any expenditure deficiency by CONTRACTOR  at
the end of any additional neriod for the reasons above-noted
shall similarly, result in a puyment by CONTRACTOR to
EGPC of such deficiency.
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Provided this Agreement is still in force as to CONTRAG-
TOR,CONTRACTOR shall be entitled to rccover any such
payments as Expl:ration expend:ture in the manner provided
for under Article VIIin the event of commercial production.

Without prejudice to Article IIT (b),in case no Gommercial
Discovery is established by the end of the third Exploration
period, or in case CONTRACTOR surrenders its Explora-
tion obligations under this Agreement prior to such time,
EGPC shall not bear any of aforesaid expenses spent by
CONTRACTIOR.

At least four (4) months prior to the beginning of
each Financial Year or at such other times as may mutually
be agreed to by EGPC and CONTRACTOR, CONTRA-
CTOR shall prepare an Exploration Work Program and
Budget for the Area setting forth the Exploration operations

which CONTRACTOR proposes to carry out during the

cnsuInNg year,

During the exploration period, such Work FProgram and
Budget shall be at least sufficient to satisfy CONTRACTOR’s
minimum expenditure obligations for the period it covers,
taking into account any credits for excess expenditures and

work in any prior Exploration periods.

The Exploration Work Program and Budget shall be revie-
wed by a joint committee to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploratiou
Advisory Committee”, shall consist of six (6) members, three
(3) of whom shall be appointed by EGPG and three (3) by
CONTRACTOR.
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The Chatrman of the Exploration Advisory Committce shall
he desicnated by EGPC from among the inembers oppointed
by 1t.

The E:ploration Adwvisory Committee shill review and give
such atdivice as 1t decms appropriate with respect to the propo-
sed Work Program and Budget. Following review by the
Exploration Advisory Committee, CONTRACTOR shall
make such revisions as CONTRACTOR deems appropriate
and submit the IExploration Work Program and Budget to
EGPC for its approval. Following such approval, 1t is further
agreed that

(1) CGONTRACTOR shall iot substantially revise or modify
saic Work Program «nd Budget nor reduce the approved
budzoted expenditure without the approval of EGPC.

2} In the event of emergencies involving danger or loss of
lives or property, CONTRACTOR meay expend such
additional unbudgeted amounts as mav be required to
alleviat: such danger,

Such expenditure shall be considered m all respects as
exploration expenditure and shzll be recovered pursuant
to the provisions of Article VII hereof.

CONITRACTOR shall advance all necessary funds for all
materials, equipment, supplies, prersonnel administration and

r"“"_'_"“*
1“11-":

operations pursuant to the Exploration Work Program and
Budget, and EGPC siiall not be responsible to bear or repay
any of the aforesaid costs except as provided for in this

Agreement.

CONTRACTOR shall be responsible for the preparation
and performance of the Exploration Work Program which

ot
O
-"'-.l—r'

shiall he implemented in a workmanlike manner and in

accordance with good industry practices.
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bxcept as is appropriate for the processing of data,
‘aboratory, speci lized enginecring. and developmert studies
hereon, to be made in specialises centers outside A.R.E.,
all geological and geophysical stidies as well as wiy other
tudies related tc the peiformance of this Agrecmeat, shall
e made mm the A.R.E.

CONTRACTOR shall entrust the management of
Exploration operations in the A.R.E. to competent General
Manager and Deputy General Manager. The names of
such Manager and Deputy General Manager shall, upon
appointment, be forthwith notified to the GOVERNMENT
and to EGPC, The General Manager and, in his absence,
the Deputy General Manager shall be entrusted by
CONTRACTOR  with  sufficiem powers to carry  ouf
nnmediately all lawful written directions given to them by
the GOVERNMENT or its representative under the terms
of this Agreement

All lawful regulations issued or hereafter tw be issued which
are applicable bereunder and not in conflict with this Agree-

ment shall apply to CONTRACTOR

(/) GONTRACTOR shall supply EGPC, within Thirty (30)
davs from the end of cach calendar quarter, with a Statement
of Exploration Activity showing costs incurred by CONTRA-
CI'OR during such quarter. CONTRACTOR’s records
and necessary Supporting dccuments shall be available lor
inspection by EGPC at any time during regular working
hours for threee (3) months from the date of receiving cach
Statement.

Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR in wnfing
if it considers :

(1) that the record of costsis not correct ;

(ii) that the costs of goods or services supplied are not in linge
with the international market prices for goods or scrvicces
of similar quality supplied on similar terms prevailing at

——,
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the timi such goods or services were supplied, provided
however, that purchases made and services performed

within AR.1.. shall be subject t¢ Article XXV

(tuj tnat  the condition of the inaterials furnished by
CONTRACTOR docs uot tally with their prices ; or

() that the costs incurred are uot reasonably required for

operations.

CONTRACTOR shall confer with EGPC in connection

with the problem thus presented, and partics shall attempt
to reach g settlement which 1s mutuglly satisfactory. Any
reimnbursement due to EGPC out of the Cost Recovery Crude
Oi1l as a result of reaching zgreement or of an arbitral award
shall be prompitly made in cash to EGPC, plus stmple 1eterest
at LIBOR plus twe ane  hali percen T per gnogin fiom
the date on which the disputed amount (3) would have
been paid to EGPC uccording to Article VII (a) (2) and
ANNEXN «D” (i.e., the date of rendition of the relevant Cost
Recovery Statement) of this Agreement to the date of payment.
T'he LIBOR rate applicable shall be the average of the figure
or figures published by the Financial Times representing the
mid-point of the rates (bid and ask) applicable to one month
U.S. dollar deposits in the London Interbank Eurocurrency
Market on each fifteenth day of each month occurring

between the date on which the disputed amount (s) would

have been paid to EGPC and the date on which it 1s settled.
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It the LIBOR rate is available on any fifteenth day but is
not published in the Financial Times in respect of such day
tor any reason, the LIBOR rate chosen shall be that offered
by Gitibank N.A. to other leading banks in the London

Interbank Burocurrency Market for one month U.S. Dollar
deposits.

it such fifteenth day is not a day on which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the
LIBOR rate to be used shall be that quoted on the next fol-
©owing day on which such rates are quoted.

lf within th~ time limit of three '(3) months period provided
tor in this paragraph, EGPC has not advised CONTRACTOR
of 1ts objecii>n to any Statement, such Statment shall be
considered s symroved.

'2) CONTRACTOR shall supply all funds necessary for 1its

(#)

operations in A.R.E. under this agreement in freely
convertible cur.:ncy from abroad, CONTRACGTOR shall
have the right to buy Egyptian carrency whenever requured
and the conversion shall be made at the local banks in the
AR.E. according to the Official A.R.E. Rate of Exchange.

EGPC is authorized to advance to CONTRACTOR at a
bank to be designated by the CONTRACTOR the Egyptian
Currency required for the operations under this Agreement
against receiving from Contractor an equivalent amount of
U.S. Dollars at the offidal A.R.E. rate of exchange, such
dollars to be deposited in an EGPC  account abroad with a
mrrcsmﬁdent bank of the National Bank of Egypt, Gairo.
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Withdrawals from said account shall be used for financing
EGPC’s and its afhilbates, foreign currency requircments
subject to the approval of the Minister of Petroleum and
Mineral Resources.

ARTICLE V

Mandatory and Voluntary

Relinquishments

(a) Mandatory

At the cnd of the Fourth (4th) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of Forty (40) percent in Lxploration Blocks of the original
Area, not by then converted to a Dovelopment Lease or Leases.

At the end of the Sixth (6th) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional Twenty
Five (23) pereent in Exoloration Blocks of the original Area, not

by then converted to a Development Lease or Leases.

Without prejudice to Article IIT and XXI, at the end of the
eighth (8th) year of the Exploration period, CONTRACTOR
shall relinquish the remainder of the criginal Area not then
converted to a development lease or leases.

(/) Voluntary

COTRACTOR tmay, voluntarily, during any period relin-
quish all o1 any part of the Area in Blocks provided that at the
time of such voluptary relinquishment its financial obligations
for Exploration expendjture under Article IV paragraph (b) have

been satisfied for such period.
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Any relinquishments hereunder shall be credited toward the

mandatory provisions of the abovce paragraph. Following Com-
mercial Discovery, EGPC and CONTRACTOR shall : mutually

agrce upon any area to be relinquished thereafter, except for the
relinquishment provided for above at the end of the total Explora-

tion period.

ARTICLE VI
Qperations After Commercial Discovery

(@) On Commercial Discovery, EGPG and CONTRACTOR

<hall form in the A.R.E. an Operating Gompany which shall
be named by mutual agreement between EGPC and

CONTRACTOR and shall be subject to the approval of
the Minister of Petroleum and Mineral Resources (hereinaﬁcr

referred to as  «Overating Companv”). Said Company
shall be a private sector Company. Operating Company
<hall be subject to the laws and regulations in force 1n the

A.R.E. to the extent that such laws and regulations are not
. consistent with the provisions of this Agreement o the

charter of «Operating Company”.

However. pemating Company shali. for the purpose of this
Agreement. be exempted from th- following laws and regua-

lations as now or nereafter smended or substituted :

— Law No. 97 of 1976 organising 1ealings in foreign currencies,

— Law No. 48 1978 on the staft Regulations of Public

Companies :
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Law No. 159 of 19381 promulgating law on jomt stock
companics, partnership limited by sharc companics and

limited liability companics :

—— Law No. 97 ¢i 1983 rromulgating the aw ¢ neerlg
Public Sector’s authoritics and Companies.

# The Charter of Operatirg Compony 18 hercte attached as
Annex «C’. Within thirty 307 days after the date of Com-
mercial Discovery, the Charter shell take cffect apd Opera-
ting Company shall automatically — come into  existence
without any furtiier procedures.

i Ninety (30) davs alter the date Operating Company COTes
into existence in accordarce with paragraph (b above, it
shall prepare a Work Program anc  Budget for furthier
Exploration and Dovelopment for the ¢ maincer of the year
Ly which the Commerczl Discovary is made § and rod lates
than four (4] mon (s Lofore the. end of the current bang ezl
Vear for such o her date as may be agried urc Y are fow
(4) months preceding the (o mMImEncontt r1 of cach sucocdng
Financial year thercafter (o1 such other date 2s may be agredd
upon) Operating Ccenpany shall wbrepare an  ennual
Production Schedule, Work Program end Budgtf for furthe:
Exploration and Development of the  succeeding Financizl
Year. The Production Schedule, Work Program ard Budgit
shall be submitted to the Beard i Directers fer El?f]‘f_:iv'a].

(¢} Not later than the twenticth (20 th) day of cach montl.
Operating Company shell  furnishi to CONTRACTOR =&
written estimate cf1ts teiad cashi 1e quil‘{ mernts fcr gj};p;"_‘ﬂdjuw(f
for the first half and the sccond halt of the succceding mor th
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cxpressed in UJ.S. Dollars having regard to the approved
Budget, Such estimate shall take into consideration any casb

expected to be on hand at month end,

Payment for the appropriate pcriod of such month shall be
made to the correspondent bank designated in paragraph (c;
below on the first day and fifteenth day respectively, or the
next following business day, if such day is not business day,

Operating Company will be authorised to retain an  overseas
account with a bank that has correspondence with
the Nauonal Bank of Egypt all sums provided by CONTRA-
CTOR. Drawing from such account will be for paying for
goods and services obtained abroad and to transfer funds
required to a local bank in A.R.E. to cover the expenses of
the Operating Company with regard to its activities under
the tern:s of this Agreement.

Within sixty (60) days after the end of each financial vear,
Operating Company shall present to the Monetary Contro]
authorities w1 the A.R.E. a report legalised by a recognised
auditing firm showing amounts recorded 1n the dcbited
column of this account, the expended amounts and
the balance at the end of the year.

If and for as long duning the pericd of preducticn operations
there exists an excess capacity it facilities  which
cannot during the pericd of sucl: excess ke used by the
Operating Company, the CONTRACTOR will consult with
EGPC to find a mutually agreed formula whereby EGPC
may use the excess capacity i 1t so desires without
any unrcasonable firancial, cr operational disaavantege to

the CONTRACTOR.
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ARTICLL VII

Recovery of Costs and Expenses

and Prodaction Sharing

2) 1. Cost Recovery Crude Oil .

Subject to the auditing provistons under this Agreement,

CONTRACTOR shall recover all costs and expenses
in respect of all the exploration develepment and related

operations under this Agreement to the extent and out
of Thirty (3() percent quarterly of all Crude Oil produ-
ced and saved from all development leases within the
Area hereunder and not used in petroleum operations.
Such Crude Oil 1s hercinatter referred to as “Cost Reco-

very Crude Oil”.
For all Exploration, Development and  Production

hereunder, such costs and expenses shall be recovered

from Cost Recovery Grude Oil in the following manner

(iy All Operating Expenses, incurred after initial Com-
mercial Preducion, which for the purpese of this
Agreement shall mean the date on which the first
regular shipment is made, shall be recoverable cither
in the Tax Year in which such costs and expenses
are incurred and paid or the Tax Year in which
initial Commercial production occurs, whichever
is later date.

'11) Exploration Expenditures including  those
accumulated prior to the commencement cf initial
Cormmercial Production, which for the purposes of
this Aereement shall mean the date on which the
first regular shipment is made, shall be recoverable
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at the rate of twenty (20) percent per annum starting
either in the Tax Year in which such expenditures
arc incurred and paid or the Tax Year in which
initial Commercial Production commences. whiche-
ver 1s the later date.

(i) Dovelopment  Expenditures, including  those
accumulated prior to the commencement of initial
Commercial Production shall be recoverable at the

rate of twenty (20) percent per annum starting in
the Tax Year in which such expenditures are incur-
red and paid or the Tax Year in which
initial Commercial  Production  commences,
whichever 15 the later date.

() To the extent that, in a Tax Year, costs, exXpenscs
or expenditures recoverable per paragrapbs (i),
(i) and (iii) preceding exceed the value of all Cost
Recovery Crude Oil for such Tax Year, the excess
shall be carried forward for recovery in the next
succeeding Tax Year or years until fully recovered,
but in no case after the termination of the Agree-
ment as to CONTRACTOR.

(v) For the purposc of determining the classtfication
of all costs, expenses and expenditures for their rern-
very, the following terms shall apply :

. «Exploration Expenditures” shall mean all
costs and expenses for Exploration.

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

y. «QOperating Expenses” shall mean all costs,
expenses and expenditures incurred after initial
Commercial Production, which costs, expcnses
wnd expenditures are not normally depreciable.
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However, operating cxpenses shall include work-
aver repair and mydatenance of assets but shall not
include any of the following, which shall be included
in development or cxploration expenditures : side
tracking, redriilirg aund changing of the status of a
well ; replacements of assets or a part of an asset,
additions, improvements, renewals or Majer ¢ virs
hauling that extend the hfe of the asset.

L

{o2) It 15 understood and agrecd npon that the recovery
of costs and expenses 2s  based wupon  the
rates reterred o above shall be allecated to each
quarter  proportionatcly  (cne  fourth  te  each
quartery.  Howcever, any rccoverable costs and
cxpenses  not recovered  in one  qguarter,  us
thus =iiocated, shall be carried forward for recovery

m the next succeeding guarter.

2. CONTRAGCTOR shall cach quarter take and separately
disposc of Gost Recovery Grude Oil produced 1 accor-
dance with paragraph (a) (1) of this Article V1I.

To the extent that the value of the Cost Recovery Crude
Oil (23 dete rmined in paragraph (¢} below) cxcecds the
actual recoverable costs and expenditures, mcluding
any carry forward from paragraph ra) (1) (vij above,
ther the Cost Recovery Crude Oil in salue corresponding
to such excess, shall be taken and separately disposed of
i the tollowing  proporuions :

EG¥YC : 739,

CONTRACTOR : 259,
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(6) Production Sharing :

The remaining seventy (70} percent of the Crude il shall

be taken and disposed of separately by EGPC  and
GONTRACTOR according to the following incremental

scale

Crude Oil Produced and saved

under this Agreement and notused | EGPC Contractor
in Petroleum Operations (quarterly | Share Share
average) |

S e ——— e — —_ = = e mT—m—m - L . -

- - i e ' - -

o %
—- Up to 100,000 barrels per dav . 75 25

— In ecxcess of 100,000 and up mg i
200,00CG barrels per day . . 775 22.5

-- In excess ot 200,0C0 barrels per
day . 80 r 20
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It is the intent of the parties that the value of the Cost
Recovery Crude Oil shall refle-t the prevailing market
price for Crude Oil.  For the purpose of evaluating the

prevailing market value of the quantity of Cost Recovery
Crude Oil to which CONTRACTOR 1i1s entitled

hereunder during cach calendar quarter the weighted

average price realised for comparable quantities on
comparable credit terms in freely convertible currency
from F.O.B. point cf export salcs to non-affihated compa-

nies during such quarter at armslength by either CGPC
or CONTRACTOR under all Crude Oil sales contracts

currently in effect, (but excluding crude oil spot sales
not consistent with prevailing market orices for similar
Crude Oil and also excluding Crude Oil sales contracts

involving barter), whichever is higher, shall be used.

It is understood that in the case of C.LL. sales,
appropriate deductions shall be made for transport and
insurance charges to calculate the F.O.B. pcint of export
price and in both FOB and CIF sales the appropriate
adjustrnent for quality of crude oil, freight advantage or

disadvantage of port of loading and other appropriate

adjustments shall be made.

Nevertheless, if CONTRACTOR considers the value of

the Cost Recovery Crude Qil so determined not to ret lect

the market conditions prevailing during the calendar
quarter, CONTRACTOR and EGPC shall meet and

mutually agree upon the price.

il
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2. 1 during any calendar quarter there are no such sales
by EGPC or CONTRACTOR under Crude Oil sales
contracts currently in effect;, EGPC and CONTRAC.
TOR shall meet and mutually agree upon the price of
Crude Oil to be used in determining the wvalue
mentioned in sub-paragraph (¢} (1) above. Pending
such mutual agreement the price used shall be the last
price determined pursuant to sub-paragraph (c) (1) or
under this sub-paragraph (¢} (2) whichever is later and
appropriate adjustment will be made thercto  after
determination of a mutually agreed price by EGPG and

CONTRACTOR.

@) Operating Company shall prepave (rot less than nincty 90)
days priov t¢ the begiinire of cach  calendar sarester
iellowing  vegular producven) and furnish in wrliing to
CONTRACTOR and EGFC 4 ferecast setting out the total
quantity of Petroleum that Opirativeg Company estimates
can be produced, saved and transportcd hercurdor during
suci: calendar scnester in asccordai.ce with good cil mdusiny
practiccs.  Operating  Company  shall  endeavour to
produce cach calendar semester the ferecast quartity. The
Crude Oil «hall
maintaincd and operated according to Governnient Regula-

tions, by Operating Goenipary 1w which said Crude Oil shall

he  run te stcra.gr tanks coustructed

L]
-

be metired or otherwise nmicasuicd for revalty, «nd the other

purpeses required by this Agreemient,

¢y CONTRAGTOR shall have the right and the obligation tw
separately take and dispose of currently all the of Crude Oil
to which 1t 1s entitled as 1s determined in accordance with
paragraphs (2) and (b) of this Article.  Subject to pavment
of sums duc EGPC under Article VII /a) (2) and IX,
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CONTRACTOR shall have the 1ight to retain abroad all
funds acquaired by it abroad including the proceeds from the

salc of 1ts share of Crude Oil exported.

({) At a reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOR shall

mect and agree upon a procedure for scheduling tanker
liftings from the agreed upon point of ¢xport.

ARTICLE VIII

Title to Assets.

(@ EGPC shall become the owner of all asscts acquired
and owned by CONTRACTOR in  conncction  with
the operations carricd out by CONTRACTOR or Operaung

Company in accordance with the following -

1. Land shall become the property of EGPC as soon as 1t
s purchased.

2. Tide to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as they
become subject to recovery in accordance with the provi-
sions of Article VII ; or at the time of termination of the

Agreement, whichever first occus.

The Book value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC
or by Operating Ccmpany to EGPC and CONTRAGTOR

within thirty (30) days of the end of each quarter.
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(6) During the term of this Agreement and the renewal period
EGPC, CONTRACTOR and Operating Company are entitled

to the full use of all fixed and movable assets in connection
with operations hereunder in (1) the Arca and (2) any other
arca approved by EGPC and CONTRACTOR and proper
accounting adjustment shall be made. CONTRACTOR and

EGPC shall not dispose of the same except with agreement
of the other.

(¢) CCNIRACTCR mey frecly imrpertinto A.R.E., use therein
ard frecly expatat the «rd of such use . (bmery ard equip-
ment which 1t either rents or leases in accerdance with gcod

mdustry practices.

ARTIGLE IX

Bonuses

(¢} CONTRACTOR shall pay to EGPC as a Signature Bonus

the sum of one and half (1.5 Millicn U.S. Dollars on the
Effective Date.

(0) CONTRACTCR skall ako pay to EGPC the additional
sum of two (2) Million U.S. Dollars as a Production Bonus
when the total average daily preducticn first reaches the rate
of fifty thousand (£0,CC0O) barrels per day for a period of thirty
(30) consecutive producing days, Payment will be madewithin
fitteen (15) days thereaficr.

{¢) CONTRACTOR shall also pay to EGPC the additional sun:
of four (4) Million U.S. Dollars 2s a Prcducticn Benus wher
the total average daily prcduction first reachies the rate of one
hundred thousand (100,000) barrels per day for a period of
thirty (30) consecutive producing days. Payment will be
made within fifteen (15) days thereafter.
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(@; CONTRACTOR shall also pay to EGPC the additional sum
of six (6) Million U.S. Dollars as a Production Bonus when
the total average dailv production first reaches the rate of one
hundred and fifty thousand (150,000) barrels per day for a

period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15) days thereafter.

(¢) All the above mentioned Bonuses shall in no event be reco-

vered by CONTRACTOR.

(/) In the event that EGPC clects to develop any part of the Area
pursuant to the sole risk provisions of Article TIT (¢) herein-
above, production from such sole risk area shall be considered

for the purposes of this Article IX only if CONTRACTOR

€¥ercises 1ts option to share in such production, and only from
the initial date of sharing.

ARTICLE X

Office and Service of Notice

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

ihe General Manager and Deputy General Manager shall
be entrusted by CONTRACTOR with sufficient power to carry
out Immediately all local written directions given to them by the
GOVERNMENT or its representatives under the terms of this
Agreement.  All lawfull regulations issued or hereafter to be issued
which arc applicable hereunder and not in conflict with this
Agrcement shall apply tc the dutics and activities of the General
Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are

sent to him by registered mail to CONTRACTOR’S office in
A.R.E.
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All matters and notices shall be deemed to be validly served
which are left at the office of the Chairman of EGPC or whizh are
sent to him by registered mail at EGPC’s main office in Cairo.

ARTICLE X1

Saving of Petroleum and Prevention
of Loss

(@) Operating Company shall take all proper measures, according
to gencrally accepted methods in use in the oil industry to
prevent lgss or waste of petroleum above or under the grounoiw
in any form during drilling, producing, gathering and distribut-
ing or storage operaticns. The GOVERNMENT has the
right to prevent any operation on any wefl that it might
reasoliably expect would result in loss or damage to the well
or the cil field.

() Upon completion of the drilling ofa productive well, Operating
Company shall inform the GOVERNMENT or 1is representa-
tive of the time when the well will be testea and the produ-tion
rate ascertained.

(¢) Except in instances where multiple producing formations in
the same well can only be produced economically through a
single tubing string, Petroleum shall not be produced from
multiple 6il 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 quantities
of Petroleum and water produced monthly from each develop-

ment legse.
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Such dats shall be sent 1o the GOVERNMENT or its
FEPreRel L Ve wu thie special forms provided {or that purpose
within thirty (30) days after it is obtained. Dzily or weekly
statistics regarding the production fiom the Area shall be

i sonable times for examination by authorized

representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphic logs of wells must show

the quantity and type of cement and the amount of any other
materisls used in the well for the purpose of protecting of
petroleur, gas or fresh water bearing strata.

Any substantial change of the mechanical conditions of the

well after its completion shall be subject to the approval of
the representative of the GOVERNMENT.

ARTICLE XII

Customs Exemptions

(aj EGPC, CONTRACTOR (SHELL) and Operating Company
shall be permitted to import and shall be exempted from
customs taxcs and duties and fiom any other taxes and from
the importation rules with respect to the importation of
machinery, equipment, appliances, materials, items, means of
transport and transportation (the cxemption from taxes and
duties shall not apply to passengers cars), electric appliances,

air conditicners for offices and oil ficlds. electronic appliances,
computer hardware and software, as well as Spare parts

required for any of these items, all subject to a duly approved
certificate by an EGPC responsible representative nominated
by EGPC for such purpose, that the imported items are re-
quired for carkrying on the activities related to this Agreement.
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(b)

sbekdiar gy

Machinery, equipment, applisnces and means of rransport
and transportation imported by contractorsand sub-contractors
temporarily engaged in an activity related to the opcrations
subject of this Agreement shall be cleared under the «“Tem-
porary Release System™ (without payment of any taxes or
customs duties), upon presentaticn of a duly approved certifi-
cate by an EGPQC responsible representative ncminated by
EGPC for such purpose that the impoerted items are required
for one of the activities aforementioned.

Items (excluding motor-vehiclcs) set out in parﬁgraph' (a) of
this Article imported by contractors and sub-contractors for
the aforesaid activities, fcr the purpese of beirg installed or
used permanently or consumed shall be subjcct to the exemp-
tion set forth in paragraph (a) of this Article after being duly
certified by an EGPC responsible representative to be used
for carrying on the activities related to this Agreement.

(¢) The employees of CONTRACTOR, Operating Company and

(@)

their contractors and sub-contractors shall not be entitled to
any exemptions from custems duties and other ancillary
taxes and charges except within the limits of the provisions of
the laws and regulations applicable in the A.R.E.

Items imported into A.R.E. whether excmpt or not exempt
from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any
time after obtaining EGPC’s approval, without any export
taxes or charges or any taxcs or charges from which such
items have been already exempt, being applicable.  Such
items may be sold within the A.R.E., afier obtaining the
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approval of EGPC and the Customs Department. In this
case the purchaser shall pay all applicable customs duties and
other ancillary taxes and charges, according to the condition
and value of such items and customs tariff applicable on the
sale, unless such 1tems fexcluding passengers cars) have already
been sold to an affiliated company of EGPC having the same
exemption or unless title to such ttems reverted to EGPC o1

the Customs Department.

In the event of any such sale under this paragraph (d) the
procecds from such sales shall be divided in the following
manner :

CONTRACTOR shall be entitled to reimbursement of
its unrecovered cost, if any, in such 1tems and the excess,

if any, shall be paid to EGPC.

The exemption provided for i (a) of this Article shall not
apply to any imported items when, in the opinion of EGPC,
items of the same, or substantially the same kind and quality
are manulactured locally and are available for timely purchase
and delivery in the A.R.E. at a price not higher than ten
percent (109%) more than the cost of the imported 1tem befere
customs dutics, but after transpertation and insurance costs

have been added.

/) CONTRACTOR, EGPC and their respective buyers shall

be entitled to export the petroleum referred to in this Agree-
ment ; no license being requircd and shall be exempted from
any duties, or taxes or any other imposts in respect of the
export of petroleum hereunder.

ARTICLE XIII

Books of Account

Accounting and Payments

(@) EGPC, CONTRACTOR and Operating Company shall each

maintain at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Annex <1
and accepted accounting practices gencrally used in the
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petroleum industry, and such other books and records as may
be necessary to show the work performed under this Agree-
ment, including the amount and value of all petroleum

produced and saved hereunder.

ONTRAGTOR and Operating Company shall keep their

books of account and accounting records In United States®
Dollars. Operating Company shall furnish to the GOVERN-
MENT or its representative monthly returns showing the
amount of pectroleum produced and saved hereunder. Such
returns shall be prepared in the form required by the Governs
ment, or its representative and shall be signed by the General

Manager or by the Deputy General Manager or a duly
designated deputy, and delivered to the GOVERNMENT or

its representative within thirty (30 days after the end of the
month covered by the return.

The aforesaid books of account and other books and records

referred to above shall be available at all reasonable
times for inspection by duly authorized representatives of

the GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss
Statement for the Financial Year not later than three (3)
months after the commencement of the following financial
year to show its net profit or loss from the petroleum operations
under this Agreement for such year. CONTRACGTOR shall
-t the same time submit a year-end Balance Sheet for the
same financial year to EGPC. The Balance Sheet and the
Financial Statements shall be certified by an Egyptian certified
accounting firm accepted by EGPC.
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RTICLE X1V
Records, Reports and Inspection

(@) CONTRACTOR andfor Operating Company shall ptepare
and, at all times while this Agrcement 1s in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR andfor Operating Company
shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasonably require informa-
tion and data concerning its operations under this Agreement.
Operating Company will perform the functions indicated in

this Article XIV in accordance with its respective role as
specified in Article VI.

(b)) CONTRACTOR and/or Operating Company shull save and
keep for a rcasonable period of time a representative portion
of each sample of cores and cuttings taken from drilling wells,
to be disposed of, forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT,

All samples acquired by CONTRACTOR and/or Operating
Company for its own purposes shall be considcred availsble
for inspection at any reasonable time by the GOVERNMEN}T
or its representatives.

(¢) Unless otherwise agreed to by EGPG, in case of exporting any
rock samples outside A.R.E., samples equivalent in size and
quality shall, before such exportation, be delivered to EGPC

as rspresentative of the GOVERNMENT.
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(dy Originals of records can only be exported with the permission
of EGPC, provided, however, that magnetic tapes and any
other data which must be processed or analysed outside the
A.R.E. may be exported if a monitor or a comparable record,
if available, is maintained in A.R.E. and provided that suzh
exports shall be repatriated to A.R.E. immediately upon
EGPG request on the understanding that they belong to
EGPC .

¢y During the period CONTRACTOR 1 conducting the
exploration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or emplovees
to have full and complete access to the Arca at all reasonable

times with the right to observe the cperations being conducted
and to inspect all assets, records and data kept by GONI-

RACTOR.

EGP(’s representative, in exercising its rights under the
preceding sentence of this paragraph (e). shall not interefere
with CONTRACTOR’s operations. CONTRACTOR  shzli
provide EGPC with copies of any and all data (including,
but not limited to, geological and geophysical reports, logs
and well surveys) information and interpretation of such data,

and other information in CONTRACTOR’s possession.

For the purpose of obtaining new offcrs, the GOVERNMENT

and or EGPC may show any other party uninterpreted basic
eeophysical and geological data (such data to be not less than
one (1) year old unless CONTRAGT O agrecs to a shorter
period, which agreement shall not be unireasonably withheld)
with respect to that part of the Area which 1s adjacent to the

area of such new offer.
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ARTICLE XV

Responsibility for Damages

CONTRACTOR shall entirely and solely be responsible in
law toward third parties for any damage caused by CONTRAC-
TOR’s exploration operations and shall indemnify the GOVERN-

MENT and/or EGPC against all damages fcr which they may
be held liable on account of any such operations.

ARTICLE Xvl
Privileges of Government

Representatives

Duly authorized representatives of the GOVERNMENTT shall
have access to the Area covered by the Agreement and to the
operations conducted therein. Such representatives may exainine
the books, registers and records of EGPC, GONTRACTGOR and
Operating Company and make a reasonable number of surveys,
drawings and tests for the purpose of enforcing this Agreement.
They shall, for this purpose, be entitled to make rzasonable use of
the machinery and instruments of CONTRACTOR or Operating
Company on the conditicn that no danger or impediment to the
operations hereunder shzll arise dircctly or indirectly from such
use. Such representatives shall be given reasonable assistance by
the agents and employees of CONTRACIOR or Operating
Company so that none of the activities shall endanger or hinder
the safety or efficiency of the Operativns. GONTRACTOR or
Operating Company shall offer such representatives all privi-
leges and facilities accorded to its own employees in the field
and shail provide them, free of charge, the use of reasonable oftice
space and of adequately furnished housing while they are in the
field for the purpose of facilitating the cbjectives of this Arucle.
Any and all information obtained by the GOVERNMENT or 1t$
representatives under this Article XVI shall be kept confidential

with respect to the Area.
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ARTICLE XVII

Employment Right and Training of
Arab Repablic of Egypt Personnel

-a) 1t1s the desire of .EGE”’C- and CONTRACTOR that operations

hereunder be conducted in a business-like and efficient inanney .

1. The expatriate administrative, professional and technical
persennel employed by CONTRACGTOR andfor Ogperat-
ing Company and the personnel of 1is contractors for the
conduct of the operations hereunder, shall be granted a
residence and Work Permit as provided for in Law No
89 of 1960 as amended and Ministerial Order No, 280
of 1981 as amended, and CONTRACTOR agrees that
all immigration, passport, visa and employment regula-
tious of the A R E., shall be applicable te all alien emplo-
yees of CONTRACTOR working in ARE,

2. A minimum of twenty-five (25) percent of the combined
salaries and wagces of each of the expatriate administrative,
protessional and technical personnet cmployed by
CONTRACTOR or Opecrating Company shall be paid
monthly 1n Egyptian Currency,

(b)) GONTRACTOR and Operating Company shall each select

its emiplovecs and determine the number thereof, to be used

for operations hercunder,

CONTRACTOR shall, after consultation with EGPC, prepare
and carry out speciulized training programs for all its A R E,
employves engaged in  operations hereunder with respect 0
apphcable aspects of the petwlcun‘i industry. CONTRACTOR
and Operating Company undertake to replace gradually therr
non-executive expatriate staffs by qualified nationals as they
become available.
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(d) During the period when CONTRACTOR s conducting

Exploration, CONTRACTOR shall pay Fifty thousard
(50,000) U.S. Dellurs vearly to EGPC fer trairing ts emiplo-
yees or give mutually agreed numbers of EGPC emplovees an
opperturity to atterd and participate in CONTRACTORs

and CONTRACTOR’s Affiliate trainirg programs relating to
exploration and development operatiors.

ARTICLE XVII1

Laws and Regulations

(@) CONTRACTOR and Operatirg Companry shall be subject

(b)

to Law No. 66 of 1953 (< xcludirg Article 37 therect) as amen-
ded by Law No. 6 ¢f 1956 and the regulatior s 1ssued for the
implementaticn therccf, ircludirg the regulaticrs fer the
safe and efficient perfcrmance of cperaticrs carried cut for
the execution of this Agrecment ard tcr the conservation of
the petroleum resources of the A.K.E. provided that no
regulaticrns, modifications or interpretations therecf shall
be contrary to or inconsistent with the provisions of this

Agreemelt.

EGPC and CONTRACTOR shall be exempted from all
taxes, except as provided in Article III paragraph (f, for
incomne taxes, with respect to the extractirg, prcducng,
exporting or transporting o¢f petrcleum  hereurder.
CONTRACTOR shall also be exempted frcm any tax
on capital or assets, * :

The rights and obligations of EGPC and CONTRACTOR
under, and for the effective term of this Agreemert, shall be
coverned by and in accordance with the provisions of this
Agreement and can only be altered or amended by the
mutual agreement of the said contracting parties.
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(d) The contractors and sub-contractors of GONTRACTOR
and Operating Company shall be subject to the provisions
of this Agreement which affect them. Insofar as all regula-
tions which are duly issued by the Government apply from
time to time and are not in accordance with the provisions of

this Agreement, such regulations shall not applv to the
CONTRACTOR and sub-contractors.

(¢) EGPC, CONTRACTOR, Operating Company and
their sub-contractors shall for the purposes of this Agreement
e exempted from all professional stamp duties imposed by
syndical laws with respect to their documents and activities
hereunder. |

ARTICLE XIX
Right of Requisition

(@) In case of national emergency due to war or imminent
expectation of war or interual causes, the GOVERNMENT
may requisition all or part of the proiuctios from whe Area
obtained hercunder and require Operating Company to
increase such production to the utmost possible maximum.
The GOVERNN ENT may also in the foregoing circumstan-
ces requisition the oil field itself and, if necessary related

facilities.

(6) In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their
representative by registered letter, with acknowledgement of
receipt, to express their views with respect to such requisition.

(¢c) The requisition of production shall be effected by Ministerial §
Order. Any requisition of oil field itself, cr any related
facilities shall be effected by a Presidential Decree duly
notified to EGPC and CONTRACTOR.



VAWM Ge ple \Y G () Y9 oadil o SIS 2 QA

T bl

Ob ¢ Aoyl 56 ¢ by 35 1L b (3 Dbl Tl 6 ()
25 8 b eV ade e Dall Lo gai Jolelly 4Zyll 5 ga

. ;,-L.,,‘};'\ |..U~ e ,_.ﬂ,"jl u gz Al e “‘“‘*’"‘"’ ‘—}JJ"‘"i

B‘ U:--\i N oelaey f'J"féj 4'.==:-_.:5 Sdoms o (_;i ola cUs 43
+ (.'.":) bJjﬁj\ a:l_b :*_Hi# ,_ij

SN Jald g Sl sae g Ll Al B
MJ * C)B:,H (5H Ji_}p:_u q.lih.” 4.:.,(:‘3“;,4‘3” b-kx.l] UEY_‘_@“

.

-

+ (.:a-) E_‘,Eé ML..J‘ 3.}‘_.[!

( Q8 puadt 6L )

JII

Lo 3o 51U 2 5T Lams N U5l OF Jalll oFdsgl 5 ¥ (1)
Syl €Ll ST wlaty sl aliliely i jam o1 S (p
v Ao o2l oy MLS 42s) ga 393 435V oI — 3

J:.:.;J\ RV N 423} s AL J gl u—“" S o Al JSJ““" Lﬁgﬁ (“"‘J)
LY L i o

lde o patll wlal gl 35T 48 5kt 5,0 OF o —
S A VAPRRY: e R P RV




48 \aa i sl AT G (mB) )4 = den S B B

(d) In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPG and
CONTRACTOR for the period during which the requisition

is maintained, including :
1. All damages which result from such requisition.

2. Full payment each month for all Petroleum extracted
by the GOVERNMENT less the royalty share of such
production,

However, any damage resulting from enemy attack is mnot
within the meaning of this paragraph (d).

Payment hereunder shall be made to CONTRACTOR 1in
U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated
in accordance with Article VII paragraph (c).

ARTICLE XX

Assignment
(@) Neither EGPC nor CONTRACTOR may assign to a person,
firm or corporation, in whole or in part, any of its
rights, privileges duties or obligations under this Agreement
without the written consent of the GOVERNMENT,

¢6) To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled :

1. The obligations of the assignor deriving from
this Aereement must have been duly fulfilled as of the
date such request is made.
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2. The proposed assignee or assignees must produce
reasonable evidence to the GOVERNMENT of its or
their financial and technical competence.

3. The instrument of assignment must be written in both
Arabic and English languages and shall include
provisions stating precisely that the assignee is bound
by all covenants contained in this Agreement and any
modifications or additions in writing that up to such time
may have becn made.

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

As long as the assignor shall hold any interest under this
agreement, the assignor together with the assignee shall

be jointly and severally liable for all the duties and obligations
of CONTRACTOR under this Agreement.

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
CONTRACTOR, in the following instances : '

1. If it knowingly has submitted any false statements to
the GOVERNMENT which were of a material conside-
ration for the execution of this Agreement ;

2. If it assigns any interest hereunder contrary to the
provisions of Article XX hereot ;

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

J. If it intentionally extracts any mineral other than Petro-
leum not authorised by’ this Agreement or without the

authority of the GOVERNMENT, except such extrac-
tions as may be unavoidable as the result of operations
conducted hereunder 1n accordance with accepted
petroleum industry practice and which shall be notified
to the GOVERNNMN EN'T or its representative as scon as
possible ; and

6. Ifit commuts any material breach of this Agreement or
of the provisions of Law No. 66 of 1953, as amended by
Law No. 86 of 1956, which are not exprcssly contradicted
by the provisions of this Agreement,

Such cancellation shall take place without prejudice
to any rights which may have accrued o the

GOVERNMENT against CONTRACTOR 1in accorda-
nce with the provisions of this Agreement.

() I the GOVERNMENT deems that one of the aforesaid
causes (cther than a force majeure cause referred to in
Article XXII hereof) exists to cancel this Agreement, the
GOVERNMENT shall give CONTRACTOR ninety (90)
days written notice personally served on CONTRACTOR?s
General Manager m the legally official manner and receipt
of which 1s acknowledged by him or by his legal agents, to
remedy and remove such cause, but if for any reason such
service is impossible due to unnotified change of address,
publication in the Official Journal of the GOVERNMENT

of such notice shall be considered as wvalidly served

upon CONTRACTOR.
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If at the end of the said ninety (90) days notice period such
cause has not been remedied and removed, this Agreement
may be cancelled forthwith by Order or Presidential 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 against that party and not as against the

“other party hereto.

@)

ARTICLE XXII

Force Majeure

The non-performance or delay in performance by EGPC
and GONTRACTOR, or either of them of any obligation
under this Agreement shall be excused if, and to the extent

that, such non-performance or delay is caused by force
majeure.

IThe period of any such non-performance or delay, together
with such period as may be necessary for the restoration of
any damage done during such delay, shall be added to the
time given in this Agreement for the performance of such
obligation and for the performance of any obligation depen-
dent thereon and consequently, to the term of this Agreement,
but only with respect to the block or blocks affected.

-“Force Majeure”, within the meaning of this Article XXII,

shall be anyorder, regulation or direction of the
GOVERNMENT of the A.R.E. or the Netherlands with

respect to CONTRACTOR whether promulgated in the

form of a law or otherwise or any act of God, insurrection,
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riot, war, strike, and other labour disturbance, fires, floods,
or any cause not due to the fault or negligence of EGPC or
CONTRACTOR. or either of them, whether or not similar
to the foregoing, provided that any such cause 1s beyond the
reasonable control of EGPC and CONTRACTOR, or either

of them.

Without prejudice to the above and except as may be other-

wise provided herein, the Government shall incur no
responsibility whatsoever to EGPC and CONTRACTOR,

or either of them for any damages, restrictions or loss arising

in consequence of such case of force majeure except a force
majeure caused by the order, regulation or direction of

the GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

If the Force Majeure event occurs during the initial
Exploration period or any ecxtension thereof and continues
in effect for a period of six (6) months CONTRACTOR shall
have the option upon ninety (90) days prior written notice to
EGPC to terminate its obligations hereunder without further
liability of any kind,

ARTICLE XXIII

Dispuates and Arbitration

Any dispute, controversy or claim arising out of or relating o
this Agreement or the breach, termination or nvaldity
thereof, between the Government and the parties shall be
referred to the jurisdiction of the appropriate A.R.E. Courts
and shall be finally settled by such Courts.



sty ol

\aAA A mle VY B (b)) Y4 et — e J) s il Y A

ik i Wit Ll =

bl alari=

sdn g iy Sl (L O ot Adlks 51 gl $' e ()
Lot 51 el of L DDeVL ol g o Les 51 43l
Sl Sl PSER R Y WL;U Aodgdl Bb (Sl B o
Lo f_;.,.. o Y oda gLl (B4l (S M) s Wt

v G LW Lskes Ule onefOll

¢ B all e 04 OF o ()
‘-J"u‘"\“a‘-"fjl)}*%‘}(rﬁ"‘um’dih;bg}sg"u\”(j)
_J(\n ) AW g (2 A gl {,.Cz“ L &S go..\“ JUnb-l:

. SUl G,C_xl! pand 5)'_}!

‘,.Ca.ll bow OF gdl los e Le ol ekl (e Ol ()
Q,Jb\_,*-d.aﬂmﬂw_,“ f.(:ll f-""""" U RERIW]

Cyh V} (\"‘*) o I P 4_9«-‘_)‘ r(*“ _JL--”" e Hltlad!

o Kt e Sl 0T b (oY e wls ¢ U ‘,,(a,ll sy

el J 5 A o OF gl oSOl A1 dufancd) 2l

Le cpm ) i bl ity o JioCall O Al odag

dol F“("JI .x;,l,suswnl_hwf“ﬁ.ﬂhe_,@jlrc,ﬂ

S opazs o (D5t ) ‘)}.J.“ 3 el 5 g la) Baaedd ,,.fy’l Loe)

By seer s g win o Lo ,

:JWU"«!,:U.. d_’g:\ :ﬂ ) 1-\-.‘_,&&:....-.9-_31 1_::JJ\ -y
YTLMLY‘&!ﬁJMJi_ﬁmﬁ_}W ‘_}SCJLL'_,.L}
e 4 Ll ) AN XY u)f..." Jl»&T(j’ﬁ#LaJ'?:jLAAQIQ_,ﬁ

» lﬂ?m l-\._h




Vo4 A e sl ay O (al ) Y] st — e IS ol

(b) Any dispute, controversy or claim arising out of or relating to
this Agreement, or breach, termination or invalidity thereof
between CONTRACTOR and EGPC shall be settled by
arbitration in accordance with the Arbitration Rules of the
Regional Centre for Commercial Arbitration-Cairo (the
Centre) in effect on the date of this Agreement. The award
of the arbitrators shall be final and binding on the parties.

(¢) The number of arbitrators shall be three.

(d) Each party shall appoint one arbitrator. i, within thirty (30)
days after receipt of the claimant’s notification of the ap-
pointment of an arbitrator the respondent has not notified
the claimant in writing of the name of the arbitrator he
appoints, the claimant may request the Centre to appoint
the second arbitrator.

(¢) The two arbitrators thus appointed shall choose the third
arbitrator who will act as the presiding arbitrator of the tribu-
nal. If within thirty {30) days after the appointment of the
second arbitrator the two arbitrators have not agreed upon
the choice of the presiding arbitrator, then either party may
request the Secretary General of the Permanent Court of
Arbitration at The Hague to designate the appointing
authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would
be appointed under Article 6.3 of the UNCITRAL Arbitra-
tion Rules. Such presiding arbitrator shall be a person of a
nationality other than A.R.E. or Netherlands and of a country
which has diplomatic relations with both AR.E. and
Netherlands and who shall have no economic interest in the
oil business of the signatories hereto.
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(/) Unless otherwise agreed by the parties to the arbitration, the
arbitration including the making of the award, shall take
place in Cairo, A.R.E.

(¢) The Egyptian Law shall apply to the dispute except that in
the event of any conflict between the Egyptian Laws and this
Agreement (including the arbitration provision), the provi-
sions of this Agreement shall govern.

(2) If for whatever reason arbitration in accordance with the
above procedure would likely fail, then the parties agree that
all disputes, controversies or claims arising out of or relating
to the Agreement or the breach, termination or invalidity
thereof shall be settled by arbitration in accordance with the

UNCITRAL Rules.

ARTICLE XXIV

Status of Parties

(@1 'the rights, dutics, obligations and liabilities in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understocd that this Agreement
shall not be construed as constituting an association or
corporation or partnership.

(6) GONTRACTOR shall be subject to the laws of the place

where it is incorporated regarding its legal status or creation,
or organization, charter and by-laws, shareholding, and
ownership. CONTRACTOR?’s shares of capital which
are entirely held abroad shall not be negotiable in the A.R.E.
and shall not be offered for public subscription nor shall they

be subject to the stamp tax on capital shares nor any tax or
duty 1n the A.R.E.

CONTRACTOR shall be exempted from the application of
law No. 159 of 1981 as amended.
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(¢} All parties comprising CONTRACTOR shall be jointly and

severally liable for the petformancé of the obligations under
this Concession Agreement.

ARTICLE XXV
Local Contractors and Locally

Manunfactured Material

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

{a8) Give priority to local contractors as long as their prices and

performance are comparable with international prices and
performance,

(0) Give preference to locally manufactured material,
equipment, machinery and consumables, so long as their
quality and time of delivety are comparable to
internationally available materials, equipment, machinery
and consumables. However, such material, equipment
machinery and consumables may be imported for operations
conducted hereunder if the local price of such items
at GONTRACTOR’s or Operating Company’s operating
base in A.R.E. is more than ten (10) percent higher than the

price of such imported items before customs duties, but after
transportation and insurance costs have been added.

ARTICLE XXVI
Arqbic Text

The Arabic version of this Agreement shal®, be sre the courts

of AR.E. be referred to in construing or wnterpreting this
Agreement , provided however, that in an arbitration pursuant

to Article XXIII hereabove between EGPC and CONTRAC-
TOR the English and Arabic versions shall both be referred to as

having equal force in construing or interpreting the Agreement.
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ARTICLE XXVI1
Gas

(@) If Gas is produced or capable of being produced from
the Area EGPC and CONTRACTOR shall in good faith

study all possible economic alternatives for 1ts use
and mutually agree on the best alternative. The
cost and expenses in the field of producing non-associated gas

shall be recovered in accordance with the Cost Recovery
principles of Article VII.

(6) Production Sharing principles of Article VII shall apply to
the value of associated and non-associated gas if sold for
export and not used in operations, flared or reinjected.
However, any Gas not exported outside A.R.E. in a liquid
or solid state, or not used in operations (including reinjection)
or not used internally in the A.RE with EGPC’s agreement
pursuant to paragraph (a) above shall be the proerty of the
state and may be utilized by EGPC and EGPC shall not be
hable for payment to CONTRACTOR of any costs or expen-

S€s respecting any past operations of CONTRACTOR related
to such Gas. Under no circumstances will CONTRACTOR.
be responsible for or bear any cost or expenses incurred for

utilization of Gas used internally by EGPC alone in the
A.R.E.

Notwithstanding Article 111 (b), in the event of a commercial
Discovery in respect of Gas (In circumstances where
CONTRACTOR 1s  entitled to Gas pursuant to
Article XXVII, subject to the approval of the Minister of
Petroleum and Mineral Resources the three (3) year period
may be extended by one (1) additional year for the establis-
hment of Commercial Production from Development Block
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containing such Gas if necessary to allow for the development
of a project for the supply and sale of such Gas to a market
including the finalization of a contract for the sale of such

Gas, the development of the Gas Reserves and contractior.
of production and transportation facilities,

ARTICLE XXVIII

) General

The headings or titles to each of the Articles to this Agreement
are solely for the convenience of the rarties hereto and shall not

be used with respect to the interpretation or construction of said
Articles.

ARTICLE XXIX

Approval of the AR.E, Government

This agreement shall not be binding upon any of the parties
hereto unless ard until a law is issued by the competent authorities
of the A.R.E. authorizing the Minister of Petroleum and Mineral
Resources to sign said Agreement and giving this Agreement full
force and effect of law notwithstanding any countervailing govern-

mental enactment, and the Agreement is signed by the
GOVERNMENT, EGPC, and CONTRACTOR.

ARAB REPUBLIC OF EGYPT
BY o _

Ny

EGYPTIAN GENERAL
PETROLEUM CORPORATION
BY :___ -

SHELL WINNING N.V.
BY .

ey .
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ANNEX «A”

Petroleum Agreement

Sudr Onshore Area

Between

A.R.E,, EGPC & Shell Winning N.V.
Boundary Description

Annex “B” is a provisional, illustrative map on scale

L : 500,000 including the area covered and affected by this agree-
ment, "

This area measures approximately 1596 km? cxcluding the

areas of the three Development Leases SUDR, RAS MATARMA
and ASL,

It is to be noted that the delineation lines shown in Annex
“B” are intended to be only illustrative and provisional and do not
show accurately their position in relation to existing monuments
and geographical features.

For the purpose of this agreement «Coast Line” shall mean

the Intersection of the highest astronomical tide water level with
the land.

The boundary description, defined on the Helmert Spheroid,
Egyptian Datum, is given in the tfollowing table, which forms an
integral part of this annex <A”,
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From point 1
at the intersection of the 29° 56’ 00” Parallel with the Coast Line,
East along the Parallel

to point 2
Latitude  29° 56’ 00” North, Longitude 32° 51’ G0” Last,

then South along the Meridian
to pomnt 3

Latitude  29° 42’ 00” North, Longitude 32° 51" 00" East,
then East along the Parallel |
to point 4

Latitude 29° 42' 007 North, Longitude 32° 55’ 00” East,
then Southeast along the Geodetic line

to point 5
Latitude  29° 37’ 007 North, Longitude 32° 59’ 00” East,

then South along the Meridian

to point 6

Latitude  29° 24’ 00” North, Longitude 32° 59" 00“ -East,
then East along the Parallel

to point 7
Latitude  29° 24’ 00” North, Longitude 33° 01’ 00 East,

then South along the Meridian

to point &
Latitude  29° 17 00” North, Longitude 33° 01’ 00" East,

then West along the Parallel

to point 9 | _ |
Latitude  29° 17’ 00" North, Longitude .32°'59’ 00” East,

then South along the Parallel

to point 10 .
At the intersection of Meridian 32° 59’ 00” with the Coast Line,

then Northwest along the Coast Line

to point 11 -
At the intersection of the Coast Line with the SUDR Development

Iease boundary then, Northwest along the SUDR Development
Lease boundary

to point 12 -'
At the intersection of the Coast Line with the SUDR Develop-

ment Lease boundary, then Northwest along the Coast Line back
to point 1.
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Frora the above descripted boundary the following define,
Development Lease areas arc excluded :

SUDR Development Lease

Point A
Latitude 29° 37’ 46.19” North, Longitude 32° 43’ 13.75" East,

Point B
Latitude 29° 32’ 45.14" North, Longitude32°49"03. 88" Last,

Point C
Latitude 29° 30’ 55.44” North, Longitude 32° 47’ 08.51” East,

Point D
Latitude 29°35‘56.41” North, Longitude 32° 41/ 12.38” East

Ras MATARMA Development Lease :

Point A
fatitude 29° 327 46.40" North, Longitude 32° 50/ 21.70% REast,

Point B
Tatitude 29° 317 56.24” North, Longitude 32° 517 02.75" East,

Point C
[atitude 29° 307 44.44” North, ongitude 22° 730 38.037 Kast,

Point D
Latitude 29° 31’ 34.59” North, Longltude 32° 48’ 26.99” East.

ASL Development Lease :

Point A
Latitude 29° 30’ 53.64” North, Longltude 32° 50’ 28.107 East,
Point B
Latitude 29° 27’ 39.82” North, Longitude 32"" 52’ 18.48” Last,
Point G

Latitude 29° 26’ 45.53” North, Longitude 32° 50’ 13.96" - Last,

Point D
Latitude 29°29’59.32" North, Longmlde 32°48'23.51” East
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ANNEX «C”
Charter of Operating Company

ARTICLE I

A joint stock company having the nationality of the ARAI
REPUBLIC OF EGYPT shall be formed with the authorizatior

of the GOVERNMENT in accordance with the provisions of the
Agreement referred to below and of this Charter.

The company shall be subject to all laws and regulations in
force in the A.R.E. to the extent that such laws and regulations
are not inccnsistent with the provisions of this Charter and

Agreement referred to below .

ARTICLE 11

The name of the Company shall be mutually agrezc. upon
between EGPC and CONTRACTOR on the date of the Jom-
mercial Discovery and shall be subject to the z-nrova: of the
Minister of Petroleum and Mineral Resources.

ARTICLE III

The Head Office of Operating Company shall be
in the A.R.E. in Qairo. '

ARTICLE 1V

The object of “Operating Company’’ 15 to act as the agency
through which EGPC and CONTRACTOR carry out and
conduct the Development operations required in accordance with
the provisions of the Agrcement signed on the day of 22/12/1987
by and between the ARAB REPUBLIC OF EGYPT, THE
EGYTIAN GENERAL PETROLEUM CORPORATION and
CONTRACTOR covering petroleum operations in the SUDR
Onshore Area described therein.
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“Operating Company’’ shall also be the agency to carry cut
and conduct exploration operations after the date of Commercial
Discovery pursuant to Work Program and Budget approved in
accordance with the Agreement.

“Operating Company” shall keep account of all costs,
expenses and expenditures for such operations under the terms
of the Agreement and Annex <D” thereto.

“Operating Company” shall not engage in any business or
undertake any activity beyond the performance of said cperations,
unless otherwise agreed¢ upon by EGPC and Contracter.

ARTICLE V

The authorized capital of Operating Company is lwenty
Thousand Egyptian Pounds divided into Five Thousand share
of common stock with a value of Four Egyptian Pounds per shares
having equal voting rights, fully paid and non assessable. EGPG
and CONTRACTOR shall each pay for, hold anc own,
throughout the life of Operating Company referred to above, cre-
half (3) of the capital stock of Operating Company proviced
that only in the event that either party should trapsfer cr essign
the whole or any percentage of its ownership Irtcrcst in
the entirety of the Agreement, may such transfurirg ci aseigr 11 g
party transfer or assign any of the capital stock of Crazing
Company and, in that event, such transferring or assigrirg party
(and its successors and assigns) must transfer and assign a stock
interest in Operating Company equal to the transferred or assignec
whole or percentage of its ownership interest In the entivety cithe

satd Agreement.
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ARTICLE V1

Operating Company Shall not own any right, title, mterest
or estate in or under the Agreement or anyv development lease
created thereunder or in any of the Petroleum produced from any
exploration block or development lease area thercunder or 1n any
of the assets, equipment or other property obtained or used in
connection therewith, and shall not be obligated as a principal
for the financing or performance of any of the duties or obligations
of either EGPC or CONTRACTOR under the Agreement,
Operating Company shall not make any profit from any source
whatever.

ARTICLE VII

- g r'

and CONTRACTOR. Whenever it is indicated heremn
Opcrating Company shall decide, take action or make a proy..
and the like, it 1s understood that such decision or judgeme:: .

the result of the decision or judgement of EGPC or
CONTRACTOR, or EGPC and CONTRACTOR, as may &

required by the Agreement.

ARTICLE VIII

Operating Compay shall have a Board of Directors consisting
of cight (8) members, four (4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR.

The Chairman shall be designated by EGPC and shall also
be a Managing Director. CONTRACTOR shall designate the

General Manager who shall also be a Managing Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meetings
must have the affirmative vote of five (5) or more of the Directors ;
provided, however, that any Director may be represented and
vote by proxy held by another Director. '
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ARTICLE X

(eneral meetings of the Shareholders shall be valid if a maj-
ority of the capital stock of Operating Cempany is represented
thereat.

Any decisions taken at such meetirgs must have the affirmatiye
vote of shareholders owning or representirg a ma'crity of the
capital stock.

ARTICLE XI

I'he Board ol Directors shall approve the regulations covering
the terms and conditions of employment of the persornel of
Operating Company employed directly by Operatirg Company
and not assigned thereto by CONTRACTOR and EGPC.

The Board shall in duc course, draw up the By-Laws of Op-
crating CGompany and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accordance
with the provisions of Article X hereof.

ARTICLE Xl

Operating Company shall come into existence within thirty (30)
days after the date of Commercial Discovery as provided for in
the Agreement.

The duration of Operating Company shall be for a period
equal to the duration of the said Agreement, includirg any renewal

thereof.

Operating Company shall be wound up if the Agreement
referred to above is terminated for any reason as provided for
therein.

Egyptian General Petroleum Cbrporation :
By

Shell Winning N.V. :
By «(— e
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ANNEX «D”

Accounting Procedure
ARTICLE I
General Provisions

. Definifions

The definitons contained in Article I of the Concession
Agreement shall apply to this Accounting Procedure and have the
same meaning., Certain accounting tern s herein used are defined
as follows :

(a) <Agreement” means the Concession Agreemert of which
this Annex i1s a part.

(8) «Non-Operator” means the parties to the Agreement
other than CONTRACTOR when it is performing
work.

2. Statement of Activity
(¢) CONTRACTOR shall pursuant to Article IV of the

Agreement, and until the coming into force of the Opera-
ting Company render to Non-Operator within thirty
(30) days of the end of each Calendar Quarter a State-
ment of Exploration Activity reflecting all charges and
credits related to the Exploration operatrons for. that
Quarter summarized by appropriate classifications ind-
icative of the nature thereof.

()) Operating Company shall render to EGPC and
CONTRACTOR within fifteen (15) days of the end of
each Calendar Quarter a Statement of Development
and Exploration Activity reflecting all charges and
credits related to the Development and Exploration
operations for that quarter summarized by appropriate
classifications indicative of the nature thereof except that
items of controllable material and unusual charges and
credits shall be detailed.
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3.

Adjustn exts and Audits

(¢) Each Statcment of Expleraticn Activity shell cenclusi-

vely be presumed to be true ard ccrrect after three (3)
months follocwirg the receiyt cf cach staterert by EGIC
unless within the said three (Z) ncrile TC1C tzles
written exception thereto pursuent to Article 1V (1) of

the Agreement.

During said three (3) months pericd supportirg docu-
ments will be available for inspecticn by EGFC during
all working hours, CONTRACTCR will have the same
audit rights on Operatir g Cen parny statencnts as EGL G

under this sub-pasragraph.

(b) All Statements of Activity for Develecymert for any

Calendar Quarter shall cernclusively be presimed to
be true and corrcct three (3) ncrtl s dcllovirg 1o 1cceiyt
of such statements wunless within the said thrce

(3) months pericd EGPC or CONTRACGTOR takes
written exception thereto.

Pending expiry of said three (3) menths EGIC or
CONTRACTCR or both of them shall have the
right to audit Operatirg Ccmpzry acccunts, reccrds
and supporting dccumexnts fcr such guarter in the same
manner as provided in Article IV (f) cf the Agreament.

4. Currency Exchange

CONTRACTOR’s books for Exploration and Operating

Company’s books for Develcpment and Expleraticn, if any, shall
be kept in the A R.E. in U.S. Dollars. All U.S. Lollar expendi-

tures shall be charged in the amount expended.
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All Egyptia,n Pounds expénditures shall be translated to T.S.
‘Dollars at the official buying rate of exchange fssued by the Centra’
Bank of Egypt on the first:day of the month i in which expenditures
are recorded, and all other non U.S. Dollars expendltun-:s shall
be translated to U.S. Dollars at the buymg rate of exchange for
such currency as quoted by National Westminister Bank Limited,
London, at 10.30 a.m.G.M.T., on the first day of the month in
which expenditures are recorded. A record shall be kept of the
exciznge rales used in translating Egyptian Pounds or other non-
oo alzrs cxpenditures to U.S. Dollars.

3, .LE’«......, sonce of Bocomierts

In the cvent of any mconsmtency or conflict between the
provisions of this Accountmg Procedure and the provisions of thc_
Agreement treating the same subject differently, then the provi-
sions of the Agreement. shall prevail. '

6. Revision of "Awo:mting Procedure

By mutual agreement between EGPG and CONTRACTOR,
this Accounhng Procedure mav be rewsed from time to time-in
the light of tuture arrangements.

7. No Cbarge for Interest on Investpent (%) e

Except as otherwise provided for’ in‘the ‘Atrfeement. miterest
on investment op any pauk fees qr,_charges (shall mot at aniv fire
be charged ... recoverabie cost nnder the  Agreement,
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ARTICLE 11

Costs, Expenses and Expenditures

Subject to the provisions of the Agreement, CONTRACTOR
shall alone bear and, directly or through Operating Company,
pay the following costs and expenses, which costs and expenses
shall be classified and allocated to the activities according to

sound and generally accepted accounting principles, and be
treated 1n accordance with Article VII of the Agreement :

1. Surface Ri hts

All direct costs attributable to the acquisition, renewal or

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

2. Labour and Related Costs :

(4) Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly enga-
ged 1n the various activities under the Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and employed
in such activities. Such salaries and wages to be
certified by a certified public accounting firm.

Reasonable revisions of such salaries and wages shall b
cifected to tdke nto account changes in CONTRA-
CTOR’s policies and amendments of Laws applicable
to salaries, For the purpose of this paragraph 2, and
paragraph 3, salaries and wages shall mean the asses-
sable amounts for A.R.E. Income Taxes, including
the salaries during the vacations and sick leaves, but
excluding all the amounts of the other items covered
by the percentage fixed under B below.
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(B) For expatriate employees permanently assigned to
Egypt .

1. All allowances applicable to salaries and wages ;
2. Cost of established plans ; and

3. All travel and relocation costs of such expatriate
employees and their families to and from the emplo-
yee’s country or point of origin at the time of
employment, at the time of separation, as a result
of transfer from one location to another and for
vacation (transportation costs for employees and
their families transferring from AR.E. to another
location other than their country of origin shall not
pe charged to A.R.E. operations).

Costs under this sub-paragraph 2.B shall be equal to
seventy percent §709) for expatriates in Egypt on a
married basis and fifty seven percent (579%,) for those
on a bachelor basis, These percentages refer to basic
salaries and wages paid for such expatriate personnel
including those paid during vacations and sick leaves as
established in CONTRACTOR’s international policies,
chargeable under paragraph 9 and sub-paragraphs
[1.A and Q of this Article II.

The percentage outlined above reflects CONTRA-

CGTOR’s actual costs as of the Effective Date with regard
to the following benefits, allowances and costs :

1. Anticipated termination of lease contract in A.R.E.
or abroad.

2. Household implements transportation m A.R.E.
or abroad (round trip).

3. (Clothing equipment allowances.
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4. Expenses connected with departure and arrival of
employees and their families.

>. Accruals of seniority indcmnity.

N

Charges for social security and insurance such as :

— Retirement plan.

— National Health Insurance,

— Accident and Disability Insurance.
— Unemployment Insurance.

— kxtraordinary Insurance.

7. Contractual travel expenses of employees and their,
families.

8. kxcess luggage,
9. Recreational Allowances.

10, ANladicel assistance to employees and their famlies
in or outside A.R.L.

tl. Housing and utilities allowances.

2. Educational allowance (children of - expatriate
employees) and educational assistance.

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

4. Contribution for  resettlement — expenses  at
repatriation.

15. Any other costs, allowances and benefits of like

nature as established in CONTRACTOR’s

international policies.

The percentages outlined above shall be }*eviewed
at intervals of three (3) years from the [ifective Date
and at such time CONTRACTOR and EGPC will
agrec on new percsntages to Dbe used under thas
paragraph.
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Revisions of the percentages will take into
consideration wvariances in costs and changes In
CONTRACTOR'’s international policies which change
or exclude any of the abeve allowances and benefits.

The revised percentages will reflect as nearly as

possible  CONTRACTOR’s actual costs of all 1ts
established allowances and benefits and ol  personnel

transfers.

(¢) For expatriate employees temporarily assigned te Egypt
all allowances, costs of established plans and all trave]
rclocation costs for such expatriates as paid in accordance
with CONTRACTOR’s international policies, Such
costs shall not include any administrative overhesd otho
than what 15 mentioned in Article 1T 11 b.

3. DBenefits, Allowances and Related

Costs of National Employees

Bonuses, overtime, customary allowances and bencfits on «
basis similar to that prevailing for cil companies opcreting 1n
AR.E., all as chargeable under Sub-Paragraph 2. A., Paragraph
Qand Sub-Paragraph 11. A. and 11. C. of this Article 1I. Sevcrance
pay will be charged at a fixed rate applied to payrolls which will
equal an amount cquivalent to the maximum liability of severance
payment as required under the AR.E. labour Law.

4  Material

Matenal, equipment and supplics purchased or furnishcd as
such by CONTRACTOR or Operating Company.

12) Purchases

Material, equipment and supplies purchased shall be at price
paid by CONTRACTOR or Opecrating Company plus any
related cost and after deduction of all discounts actually received
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(b) Material Furnished by CONTRACTOR

Material required for operations shall be purchased directly

whenever practicable, except that CCNTRACTOR may furnish
such material from CONTRACTOR’s afhiliates stocks cutside
the AR.E. under the following conditions :

. New Material (Condition <«A”)

New material transferred frcm CONTRACTOR's
affiliates warchouse or other properties shall be priced

at cost, provided that the cost of material surrhed 1s no
higher than international prices fcr materal of similar

quality supplied on siriler teims, prevailirg et the tume
such material was supplied.

2. Used Material (Conditions «B” and «C”)

(@) Material which is in sound erd scrviceeble corditicn
and is suitable for re-use without recorditcrirg  shell
be classed as condition «B” erd priced at seventy five
percent (75%) of the price ?f new materials.

(6) Material which cannot be classified as cordition «B”
but which is serviceakle fcr crigiral furcticn  but
substantially not suitable for its rcconditiorirg, shall
be classificd as condition «C” and priced at fifty percent
(50%,) of the price of the new material.

() Material which carrot be classificd as cercitcr B’ or

condition «C* shall be priced at a value commensurate
with 1its use.

‘4" Tanks, buildirgs and other equipment Involvirg erec-
tion costs shall be charged at applicable percentage of
knocked-down new price.
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() Warranty of Materials furnished by CONTRACTOR

GONTRACTOR does not warrant the material furnished
beyond or hack of the dealer’s or manufacturer’s guaranty ; and
in case of defective material, credit shall not be recorded wuntil

adjustment has been received by CONTRACTOR from

manufacturers or their agents,
5. Traasportation and Employee Relocation Costs :

(4) Transportation of equipment, materials and supphes
necessary for the conduct of CONTRACTOR’s activi-

ties.

(B) Business travel and transportation expenses to the extent
covered by established policies of CONTRACTOR or
with regard to Expatriates and Nationals as incurred
and paid by, or for, employces in the conduct of

CONTRACTOR’S business.

('} Employees transportation and relocation costs for National
employees to the extent covered by estabhished
policies.

5. Services

‘a) Qutside services

T'he costs of contracts for consultants, services and utili-
ties procured from third parties.

(6) Cost of services performed by EGPC or by
CONTRACTOR or their Affiliated Companics in
_fa.cﬂ%ties inside or outside the A.R.E. Regular, recurring,
routlne services, such as interpretating magnetic tapes
andfor other analyses, shall be performed and charged
by 3 GPG andfor CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major
projects involving engineering and design services shall
be performed by EGPC andfor CONTRACTOR or

their Affiliated Companies at a negotiated contract
amount,
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(¢) Use of EGPC’s CONTRACTOR’s or their Affiliated
Compantes wholly owned cquipment shall be charged
at a rental rate commensurate with the cost of owncrship
and opcration, but not in excess of competitive rates
currently prevailing in the A.R.E.

(4) GONTRACTOR’s and its Affiliated Companies rates
shall not include any administrative or overhead costs

other than what is mentioned in Article IT 11 (b).

7. Damages and Losses

All costs or 2x92asss, necessary to replace or repair damages
or losses incurred hy frs. (1551, storm, theft, accident or any othel
caus¢ mnot controllable by CONTRACTOR or Operating
Company through the exercise of reasonable diligence.

CONTRACTOR or Operating CGompany shall furnish EGPC
and Contractor with written notice of damages or losses Incurred
In cxeess Of t21 thyusind (10,030) U.S. Dollars per occurrence, as
soon as practicable after a report of the same has been received

by GONTRACTOR or Operating Company.

6. Insurance and Claims

The cost of any public liability, property, damage and other
insurance against liabilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or outsiders as may be required by the laws, rules and regula-
tions of the GOVERNMENT or as the parties may agree upon.

Lhe proceeds of any such insurance or claim collected shall be
credited against operations.
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If no insurance is carried for a particular risk, allrelated

actual expenditures incurred ard raild by CONTRACTCR or

Operating Company in settlerr ent of any and all lcsses, claims,
damages, judgements and other expenses, includirg legal seavices.

9. Indirect Expenses

Camp overhead and facilities such as shore base, warehouses,

water systems, road systems, salaries and expenses of field
SUpervisory personnel, field clerks, assistants, and other general
employees indirectly scrving the Arca.

10. Legal Expenses

All costs and expenses of litigaticn, or lepal services othcrwise
necessary or expedient for the protecticn of the Area, ir clhuding
attorney’s fees and expenses as hereinafter provided, tcgether with
all judgements obtained against the parties or any of them on
account of the operations under the Agreement and actual
expenses incurred by any party or parties hereto In securing
evidence for the purpose of defending against any acticn or claim
prosccuted or urged against the operaticrs cr the sulject matter
of the Agreement. In the event actions or claims aflecting the
interests hereunder shall be handled by the legal staff of one or
miore of the parties hereto, a charge commensurate with the cost

of providing and furnishing such services may be made
tc operations.

11. Administrative Overhead and General Expenses

() While CONTRACTOR is conducting exploration
activities, costs of staffing and maintaining CONTRA-
CIOR’s Head Office in the A.R.E. andfor other offices
established in the A.R.F. as appropriate other than field
offices which will be charged as provided in Article 11,
paragraph 9 above, and excepting salaries of employees
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of COUNTRACTOR who are temporarily assigned to
anda aircctly scrvirg cn the Arca, which will be charged
as provided in Article II, peregicph 2 above.

(0} CONTRACTOR’s administrative overhead outside the

AR L. arplicable to the A.R.E. exploration oper:ten
which will be charged cach month at the rate of five
percent (59,) cf tetal Expleraticn 2xpenditures while
CON1TRACTOR is conductirg Exploiation activities,
administrative overhczd cutsice A R.E. will not be
charged while Operating Ccmpany is conductirg explo-
ration activities,

No other direct charges as such for CONTRACTOR

admir istrative overhcad cutside the A.R.E. will Dbe
applied zgainst the Expleraticn cbligaticn.

.xamples of the type of costs CONTRACIOR
is ircurring and chargirg hereurder due to acuviue
under the Agreemcnt ard covered by said percentage
are |
. Executive ; time of executive officers.
2. dreasury : hnancial ard excharge prebloms.
. . ’ » |
3. Purchasing : Precurirg mataials, equiyment and
suprlies.
4. FExploration and Productici: Directing, adwising
ar.d controlling the ertire project.

5. Cther departments such as legal, ccmptrollers and
er gineering which cortribute time, knowledge and
expericnce to the operations,

The foregoirg does net preclude charging for direct
service under sub paragrarh 6.b of this Article 11.

(¢) While Operatirg Cempery is conducting activitics,
Operatirg Company’s  perser el cngaged 1n genral
clerical and ¢ flice work, Supﬁ]‘YiSOTS ard ofhcers whose¢
tire 15 generally spent in the main ¢ffice and not the
firld, and all employees generally considercd as ger.iral
anc administrative and not charged to otiicr types of
expinse will be charged to operations.
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Such expenscs shall be allocated each month between
Exploration and Development operations according to
sound and practicable accounting methods.

2. Other Imposition :

All taxes, duties or levies paid in the A.R.E. by CON1RA-

CTOR or Operating Company with respect to this Agreement
other than those covered by paragraph (f) (1) of Article IMI of

this Agreemnet.

13. Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the
Agreement and incurred exclusively in A.R.E. after Operating
Company is formed. No sales expenses incurred outside or 1nside
the A.R.E. may be recovered as a cost.

14 Other Expenditures

Any Costs, expenses or cxpenditures, other than tkcsc which
are covered and dealt with by the foregoing provisions of this  Arti-
cle II, incurred by CONTRACTOR or Operating Company
under approved Work Prograrmes ard Budgets.

ARTICLE 111

Inventcries
i . Periodic Inventories, Notice ard Representaticn

At reasorable intaivals as agreed uvpen by EGEC and
CONTRACTOR  inventcries skall ke tehn bty Crazatrg
Comrpany of the opcraticrs n aterizls, whick sdellircdude all sudh
material, physical assets exd Ccrstvction ricjects. Vonan
notice of intenticn to take irvertay slell bo givar Ly Cracvrg
Company to EGPC and CC NIFACITCR a Icast bty (2()
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days before any inventory ts to begin so that EGPC and

CONTRACTUJR mav be represertcd when any inventory 18
taken. Failure of EGPC andfor CONTRACTOR to  be

represented at an inventory shall bind them to acapt the
inventory taken by Operating Company, who shall in that event
furnish the party not representcd with a copy thereof.

2 Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONIRA-
CTOR and EGPC, and a list of overages and shortages shall be
jointly determined by Operating Gompany and CONTRACTOR
and EGPC, and the inventory adjusted by Operating Company.

ARTICLE 1V
Cost Recovery

| . Statements of Recovery of Costs and of Cost Recovery
Crude Oi1l

CONTRACTOR shiall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly as practicable but not
later than Fifceen (15) days atter receipt frem Operating Company
of the Statements for Develecpmentand Exploration Activity for
the Calendar Quarter a statement for that Quarter showing :

(¢) Reccoverable costs carried from the previous gquarter,
if any.

() Recoverable costs incurred and paid during the quarter.

(iti) Total recoverable costs for the quarter (i) -+ (i1).

(i) value of Cost Recovery Crude Oilas deternuined ue
Article VIT paragraph <G tor the quarter.

(v} Amount of costs recovered for the quarter.
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(07) Amount of ~acoverable costs carried into the succeeding
quarter, 1f any.

(vii) Excess, 1t any, ~f the value of Cost Recovery Crude Oil
s determined in paragraph (iv) above over the amount
of cost recovered as determined in paragraph (iv) above.

7. Payment
If such statement shows an amount due to EGPG, payment
f that amount shall be made in U.S. Dollars by CONTRACTOR

with the rendition of such statement.

IFCONTRACTOR fails to make any such payment 1o
FGPC on the date when such payment is due, then

CONTRACTOR shall pay an interest of percent and half two
(2.5%) higher than the [.ondon Interbank Borrowing Offered Rate

(LIBOR) for three (3) months U.S. Dollars deposits prevailing
on the date such iatewrest is calculated. Such interest payment

shall not be recoverable.

3. Settlement of Excess Cost Recovery Crude Oil

EGPC having the right to take its entitlement of excess Cost

P ccovery Crude Oil under Article VII sub-Paragraph (a) of the
Agreement, in kind during the said Quarter, a settlement shall
be required with the rendition of such statement in case CON-

TRACTOR has taken more than its own entitlement of such
eXCESS,

4. Audit Right

EGEG sh:ll have a period of twelve (12) months from receipt
of any statement under this Article IV in which to audit and raise |
objection to any such statement, EGPC and CONTRACTOR

shall agree on any required adjustments. Supporting documents
~nd accounts will be available to EGPG during said twelve (12)

months period.
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ARTICLE V

Control and Iajor Accounts

1. Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an Oflsetting contra account to control
therein the total amount of Exploration Expenditures 1eported

on Statements of Activity prepared per Article I. 2. A hereof, less
any reductions agreed to by EGPC and CONTRACTOR {fol-

lowing written exceptions by a Non-Operator pursuant to Article
1.3.A. hereof, in order to determine when minimum Exploration

Obligation have been met.

2. Cost Recovery Control Account

Contractor will establish a Cost Recovery Control Account
and an oﬁsetﬂng contra account to control therin the smount ol

cost remalning to be recovered, if any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude Oil, it

any.

3. Major Acconnts

For the purpose of classifying costs, expenses and expenditu-
res for cost recovery as well as for the purpose of establishivrg when

the Exploration Obligation has been met, costs, expenses and
expenditures shall be recorded in major accounts including the

following

tixploration Expenditures.

Development Expenditures other than Operating Expensis.
Operating Expenses.

Necessary sub-accounts shall be use .

Revenue accounts shall be maintained by CONTRAGTOR
to the ext nt necessary for the control of recovery of costs and  the
treatment of Cost Recovery Crude Oil
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