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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAB REPUBLIC OF EGYFT
AND

THE ECYPTIAN GENERAL PETROLEUM
CORPORATION

AND

IROC Co. ING
IN

NEZZAZAT OFFSHORE ARFA
GULY OF SUEZ

This agreement made and entered on this 2ind, day of
Deceruber, 1987, by angd between the ARAB REPUSLIC

OF EGYPT (hereipafter referred to variously as «AR.E.”
or as the “GOVERNMENT™, the EGYPTIAN GENERAL

PETROLEUM CORPORATION, a legal entity created by
Law No. 167 of 1958 as amcnded (hercinafter referred to as
«EGPC™ and IEQC CO., INC. 2 company organized and
existing under the laws of PANAMA thercinafter referred
ic variously ay “fEOQC” of as ummaéma“}.

WITNESSETH
WHEREAS, all -minerab including petrolur, -existing in

mines and quarries in A.R.E,, including the territorial waters, and
in the sea bed subject 1o its jurisdiction and extending beyond the

territorial waters, are the préperty of the State ;_and

WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petrolewm in  and
throughout the area referred to in Article I1, and described in
Annex “A™ and shown approximately on Annex “B” which are

attached Bereto and mude piat hereof ;and
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WHEREAS, IEOC agrees to undertake 1ts obligations

provided hereinafter as Contractor with respect to the expleration,
development and production of petroleum in said Area ; and

WHEREAS, the Government desires hercby to grant such

Concession ; and

WHEREAS, " the Minister of Petroleum and Mintrd[

Resources pursuant tu the provisions of Law No. 86 of 1956, may

enter into 2 concgssion agreement with EGPC, and with IEQQG

as a contractor in the Area,

(@)

(&)

NOW, Therefore, the parties hereto agree as follows :

ARTICLE 1
Definitions

«Exploration” shall include such geological, gcophysical
acrial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drdling of such shot
holes, core holes, stratigraphic tests, holes for the discovery
of Petroleum or the appraisal of Petroleum discovenies ana
other related holes and wells, and the purchase or acquisition
of such supplies, materials and equipment thercfore, all sa
may be contained in the approved Work Programs
and Budgets. The verb <explore” means the act of con-

ducting cxploration.

«Development’” shall include, but not be limited to, all the
operations and activities pursuant to approved Work
Programs and Budgets under this Agrecment with respect to :

() the drilling, plogging, deepening, side tracking,
redrilling, completing, cquipping of development wellss
changihe { tstatus g onof a well, and
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©)

(4)

(¢)

(u") design, engineering, construction, installation, servicing
and maintenance of equipment, lines, systems, facibities,
plants and related operations to producc and operate
said development wellk, taking, saving, treating,
handling, storing, transporting and delivering petrolcum,
repressuting, recycling and other secondary recovery
projects, and

(fif} transportation, storage zr.d iry ciher werk o activities
necessary or arcillary to the activites specified in (1) 21.d

(i1},

«Petrolcum® means liquid auvde al of viyias Coxsite s,
asphalt, gas, casinghcad gas ard 2l) cther bydreczaben sub-
stances that may be found ir, ard prefuad, or cthawice
obtained and saved from the Arca urcer this Agpycenaont, ard
all substances that may be extricted therdrom.

«Liguid Crude Oil"® or «Crudc O1” cr «O1l” mairs eny
hydrocarbon produccd frem the Area which is in a liquid
state @t the wellhead or lcase separaters or which is extracteg
from the gas or casinghead gas in 4 plant. Suclh term includes
distillate and condensate,

«CGas” is natural gas both asscciated ard ron-asscoated,
and all of its constituent clements prcduced frem ery well
in the Area and all nonhydrccarbon substarces therein.
Said term shall inchede residual gas.

A «Barrel” shall consist of forty-two ' (42} Usited Stzess
gallons, liguid measure, coxected to a tamperatoze of sixty
degrees (60] Fahrenheit.
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«“Commercial Well” means the first well on any geological
fcature which after testing for a period of not more than
thirty (30) consecutive days where practical, but in any cvent
in accordance with sound and accepted industry preduction
practices, and verified by EGPC, is found to be capable
of producing at the average rate cf not less than three
thousand (3000) barrels of oil pcr day (BOFD). The date
of discovery of a «“Commercial Well” is the date on which
such well is completed and tested according to the above.

A R.E.” means ARAB REPUBLIC OF EGYPT.

«Effcctive Date” means the date on which the text of this
Agrecment is signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law is issued.

«Year” or ‘Calendar Year” means a period of twelve (12}
months according to the Gregorian Calendar,

«Financial Ycar’” means the Government’s financial year

according to the laws and regulations of the A.R.E.

«Tax Year” means the period of twelve (12) months
according to the laws and regulations of the AR.E.

(m) An «Affiliated Company” means a eompany :

(i) the share capital, conferring a majority of votes at
stockholders’ meetings of such company, of which is
owned directly or indirectly by a party hereto ; or
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(#) which is the owmer directly or indirectly of share
capital conferring a majority of votes at stockholders’
mectings of a party hereto ; or

(i) whose share capital conferring a majority of votes at
stockholders® meetings of such company and the share
capital conferring a majority of votes at stockhoiders’
m:etings of a party hereto are owned directly or indivectly
by the same company.

) «Exploration Birck™ shall m:aa an area, *_th: coraer paints of
which have to b: coincident with 17 X 1° latitude and longt-
tude divisions, ‘according to the International Grid System
where poisible or with thz existing boundaries of the Area
covered by this () 1e2msion Agreement as set out in Annex
A A

(¢) «D:vebpmzat Biyok” shall mzan ad arza, the corner points
of which have to b2 coincident with 1’ X 1’ latitude and
loagitude divisioas according to the 'International Grid
System whzre possible or with the existing boundaries of the
Area coverad by this Qracession Agrcement as set out in
Annex A",

(#) “Development Liase (3)” saall m>an the D:velopment Block
or Blocks covering tht goological structurc capable
of pradaction, the corner points of which have to bz coincident
with 1’ x |’ latitude and lonzituile divisions according to
the International Grid System whzrz possible or with the
existing boundaries of th: Ar:a coveezd byt Jrazissisn
Agrecment as set oot in Annex “A”,

(@) “Agreement” shall mean this Agreement.
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ARTICLE I

Annexes to the Agreement

Annex «A" i a description of the Area covered and affected
by this Agrecinent, hereinafter referred to as «The Area”.

Annex <B" is a provisional #llustrative map on the scale of
P 100,000 mdicating the Arex coversd and affected by
this Agreement and {ftﬁﬂﬁh{d in Annex ©AY,

Annex <0 is the form of a Charter of th: Operating
Company to be formed as provided for in Article VI hereof.

Annex <10 is the Accountng Irocedure.

Annexcs A", wBY, «C¥and <D to this Agreement are hereby
made part hereof, apd they shall be considered as having egual
force and effect with the provisions of this Agreement.

ARTICILE 111
Grant of Rights xnd Term

The COVERNMENT hereby grants EGPU and CONTRA-

{2 TOR subject w0 the terms, covenants and conditions set out in

this Agrecrent, which insofar as thiy are contrary to or inconsig.

tent with any provisions of Law No, 06 of 1953, as amended, shall

have the force of Law, an exclanive concession in and to the Areg
deseribed in Anpexes ©A” apd 9B,

(6) 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 Petroleurs produced and
saved from the Area during the development poriod including
renewal.  Said royaity shall ;be borae and pad by EGPC
and shall not be the ﬂhhgatmn of the CONTRACTOR. The
payment of royalties by’ BEGPU shall not be deemed to result
in income aftributable to the CONTRACTOR,



1WLM,1:§@QWM~¥~)‘ iy g

¥

mbiinisie——

Lo

S pett fa B o Dlgie (1) SO g ol sl 8 ()

Jab ke ¢ LI Gadt 5 2 oDt (¥} ppataied Jal pelar
A Sl 3 530 s b Tasd LIt Lt 95 WY () Olitee ahzel
B35 p o b L s s 1) ety L GU SRV Faas
S ) L e Jahh jlest o dely @lidg ¢ € AU Lot
Yoz iy Tt J ey Y o la g (e} D Grea
30 p AW eda O Lede o pacdd SLESIL KBy 5 g b3
5;%&%%&9!31@&"?&@”@?; & Al & 5l
hn e ity A3 aay o Bt 35 e (1) ol At GG JS
(s e Slip Ol Gt e dely et {n) L 3 3 A
wh b _;‘L‘.:a'-"h"l ol _,i:’n]l Rt MJ_,-":LJ:- ;.:_E _.}L::-‘-’-TJ s et
A e o33 Vs Tl (3] Doy Bt ol 375 414
IR (C) BADY st g & a3k 81 Ayt s ddans AT L
LLEY! adw sl e 25 Vs cadl 35 A0 05,2 b LS

v Jylall it

ST g ¢ Ayl ST cabn s R 1o g bt SLASYE ¥ (C}

pen S5 N o G e @ el e b g e e
A e ISV B @iy SLESY) o2 ogh Ob ¢ T
BV Gty LIV i e SIF B L 5 RGOV R
Jyeandt (Ca H ANV A e ¢ bl e
¢ el ?.L,!ﬁi et s ﬁijg_,ig_ﬁ’-_,i-_; :__Eiﬁr‘ﬁ; ¢ Lde
Bl ik palt Gy PR B g 3 paalt gl

o g AN TS g s



LA S Cv T CRRRCR U} ] i} . e i DR P

(#) An initial Exploration Period of three (3) years shall ptare

{£)

from the Effective Date, Two (2) successive extensions to
the initial Exploration Perind, the! Bost of which extenmong
shall be of two {2} years and is hereinafter called the «Sceona
Exploration Period” and the second of which extensions shall
be of one (1} year and is beveinafter calicd the «Fhird Exples
ration Peoriod”, shall be grantzd to CONTRAUTOR at &S
option, upon not less than thirty (30} [days prior written
notice to EGPC and subject only to its having fulfilled it
obligations hereunder for the then curremt poricd. This
Agreement shalt be terminated f po Commercial Discovery
1s established by the end of the sixth (6) yrar of the expleration
period. However, such pericd may be extended at
CONTRACTOR's option for up to six 16) months to enable
the completion of driiling and testing of any wrell actually
drilling or testing at the end of the six (6) year exploration
peviod. The eleetion of EGPC to  undertake a2 sols
nsk venture under paragraph () immediately hereafler shall
not exiend the exploration period nor affect the termination
of this Agrecment to CONTRACTOR.

=Clomamercial Discovery” | Adter discovery of & Commergial
Well, CONTRACTOR shall, unless otherwise agreed upon
with EGPC, undertake ay part of its Explovation program
the appraisal of the discovery by drilling one or more addi-
tional appraital wells, to determine whether such . discovery
is worthy of being developed commercially, takinginte
copsideration he recoverable reserves, Pproduction, pipelide
and terminal facilitics required, estimated crwde oil prices,
and ail.other relevant technical and -econpmse facmr_
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A Commercial Discovery may comist of one producing reser.
voir er a group of producing reservoirs which after appraisal
18 worthy of being developed commercially,. CONTRA-
CTOR shall give notice of 3 Commercial Discovery to RGPC

timmediately after the discovery is considered by CONTRAC-
TOR to be worthy of commercial development but in
any ovent not later than the completion of the sceond
tExploration™ appraisal well, or eighteen (18) months
fullowing the date of the discovery of the Commercial Well
whichever is carlier ; except that the CONTRACTOR shall
alss have the right to give such notice of Comunercial
Discovery  with respect fo any reservoir or teservoirs evin
if the well av wells thereon are not «Cominercialwithin the
definition of “Commercial Will” if, in its opinion, a reservoir
or a group of reservoirs considered collectively, could be
worthy of development,

Following receipt of sych notice EGPC and CONTRA-
CTOR shall rucet and review all appropriate data with a
view to mutually agreeing upon the existence of a Cormmer-
ciali Dscovery, The date of Commercial Discovery shall
be the date EGPC and CONTRACTOR mutually agree that
a Commercial Discovery exists.

If Crade Oil is discovered but is not decmed
hy GONTRACTOR to be a Commercial Discovery under
the above provisions of this paragraph (¢}, EGPC shaill one
(1} month after the expiration of the period specified above
within which CONTRACTOR. can give notice of Com-
mercial Discovery, have the right, following sixty (60} days

~ motice in writing to CONTRACTOR, at its sole cost, risk

and expense, to develop, produce and dispose of all Crude
(4] from the peological frature on which the weil has been
dritled. Said notice shall state the specific area covering

sattd g ological feature o be developed, the wells to be drilld,
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the production facilities to be instalied and BGPCs  estimnated
cost thereof. Within thirty (30) days after reccipt of said
notive CONTRACTOR, may in writing, clect to  develop
such area as proviied for in the case of Commercial I:}iﬁ‘ﬂﬂ?t!:}?
hereunder, In such vvent all terms of this Agreemgnt shall

continiue to apply to the specified area.

H CONTRACTOR elects not 'to develog suah area, Hhe
specific area covering said geological feature shall be s¢t aide
for.sole ritk operations by EGPC, such area to be mutnally
agreed uypon by EGPC and CONTRACTOR on the basis
of good off industry practices. BOPQ shall he  optithed 0
perform, or in the ovent Operating Company referred fo in
Article VT has come into extstence, to have Operating Com-
pany perform such operations fr the account of EGPC and
at BGPCs sole cost, risk and expense, When EGPC has
recovercd from the Crude Qil produced from such specific
area a quantity of Crude Oil equal in vatue to three hundred
{300} percent of the cost it has incurred in carrying out the
sole risk operations, CONTRACTOR shall have the option,
only in the event there has been a separate Commercial
Discovery, to share in further development and production
of that specific area upon paying BGPC one hundred (100}
percent of such costs incwrred by EGPC.  Such one hundred
:100) percent payment shall not be recovered by CONTRA-
{'.IT GOR.  Immediately following such payment the spf:r::ifit.
area shall cither (1} revert to the status of an ordinary
Development Lease undet this Agreoment and  thereslfter
shall be operated in accordance with the terms hereof § or
(i} alternatively, in the event that at such time EGPC or its
Affiliated Company & conducting all development operations
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in the area at its sole expense and EGPC elects to continue
opcrating, the area shall remain set aside aud
CONTRACTOR shall only be entitled to 1ts production
sharing percentage of the Crude Qil as specified in Article
VII (b} below. The sole risk Crude Oil shall be valued in
the manner provided in Paragraph (c) of Article VII. In
the event of any termination of this Agreement under the
provisions of paragraph (b) above this Agrecment
shall, however, continue to apply to EGPC’s operation
of any sole risk venture hereunder, although such Agrecment
shall have been terminated with respect to CONTRACTOR

pursuant to the provisions of said paragraph (b) above.

The development period of each Development Lease shall
be twenty (20) years from the date of issuance thercof, .Thii
period may be renewed for an additional peripd of ﬁw:’{ﬁj
years at the option of CONTRACTOR upon six (6}
months prior written notice to EGPC. Following
Commercial Discovery the extent of the whole area capable
of production to be covered by Development Lease or. leases
shall be mutually agreced upon by EGPC and CONTRA-
CTOR and be subject to the approval of the Mimster of
Petroleum and Mineral Resources. Such area shall then be
converted automatically into a development lease orleases

without the issuance of any additional legal instrument or

permission,

Development operations thereafter shall be started prom-
ptly by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum enginee-
ring principles, until the field is considered to bhe fully
developed. In the event no Commercial Production of
Pctroleum in regular shipments is established in any
Development Block within three (3} years from the date of



VAAA e el 10 U (mh) PV 2 L L Sy ol YA

Ap—

e €l ¢ Sl L SLalt Toadt By 1y Jp 2H 45 Gl gl
"ﬂ...-...r_"cu,ﬁ'&l alel o o 6 RV | C“ oF g el
ol 4 4V cme Jbu o U ol S 50 o0 i 1 O
Shatlh o bl 75N O palw 4l poane [id Lt Ade
¢ 4y o

L L2l S s (¢} S35 S O e A EY
D3 s AWt Lob dlidy danly Lo el ilol 5
+L1.j.hl1 ;."_7:".,

(e el (0 by pally GHCH G s Joall Yoy ()
bg pally CalUCH aiad] 2 Al Ylain o gy ULl G,
Jslall adl bz b azi g ¢ LN o Ll &) goots Y
a5 o bl Gl b e Dlig aalty LNKH e SaylY
2 e Slig ally GISCN sda 5 sy 4 GEYT Sde B 3
LIV odn 5b o e o1 by o Tult 53LY (5 e o puncht
sda § Sla e dided = g giaW Jlal 36 ¢ baany
o dlodl 2sld) o guadd iy Jolilly El o oo Sobubasdd
Lo Bl 6 2l B b yui o Los gl aaii V(5]
P paie Loh G g adn Sl a5 LS Tl St
i "N Y R cs_-ﬂ'_j ) Iy o calt by i_.i,i.ll WP Iy
S i el alat LT RTY I R Y PRy
- RPN SRPR WP 5 T I AT T AN U
G G pa gl ol e Jolll loliy J1 AU g e
rlf:n-v Liiy Jotddy e bam g flUI L & At
LA BLL e (Y 5 () e



Y4

VAAA G g V0 1 () WY 20l — G i S !

fe)

(/)

the approval of the Minister of Petroleum and Mineral
Rescurces raferred to hereinabove such a Development
Block shall imm-:diately bs surrendered, provided that
each D:velopment Block in a Dzvelopment Lease being partly
within the radius of drainage of any producing well in such

zvelopment Lease shall bz cousidercd as partictpating in
the Comm->rcial Production referred to above. However,
such three (3) ycar period may be extended by an additional
period not exceeding one (1) year subject to the approval
of the Ministcr of Patrolcum and Mineral Resources.

CONTRAGFOR shall brar and pay all the costs and
expcnses requaired in carrying out all the opzrations under
this Agrecmznt but such costs and exp=nses shall not include
any interest on investmznt and CONTRACTOR. shall look
only te the Petroleum to which it is entitled under this Agree-
ment to rrcover sach costs and exp=nses. Such costs and
expznses shill be rzcaverable av providad in Artcle VI
During the t2rm of this Azrz=mnzat and its r2aswal, the ol
production achievzd in thz ¢induct of such opzrations
shall bx divid=d h2ew2en EG23 and CIONTRACTOR in
accordance with the provisions of Article VII.

1. Uiless otrsewisz provid:d, IED D shall br sabj:ct to
Eryotian incom: tax laws aad shall eomnly with the
requairemtats of suzh liw: with r:3azct to the filing of
retwens, the aszsmeat of tix, a1 k222iag and showing

of broks and records.

2. IE2Fs a1ad tnzyn: D0 Big3tian incone tag parps

ses uadzr this Azr:zmeat shall br an amyiat calculated
as follows ;

Thc total of th= s2wm3 rzeztvsd by GOINTRACTOR
from thzszlz or »thar Hipnitisn ofall Crudz Ol acqtired
by CONTRACTOR parusant to Asticle VII, paragea-
phs (a) and (b} ;

Reduced by :

(t) The casts and sxaiasss of CONIRACTIR ;
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{(#f} The value as determined according to paragraph
(¢} of Article VII, of EGP(’s share of the Excess
Cost Recovery Crude Oil repaid to EGPC in cash

and in kind, if anv.

Plus :

An amount equal to IEOC’s Egyptian income taxes
grossed up in the mannershown in Annex ID Article VI,
For purposes of above tax deductions in any Tax Year,
paragraph (a) of Article VII shall apply only in respect
of classification of costs and expenses and rates of amorti-
zation, without regard to the percentage limitation
referred to in the first paragraph of Article VII (a) (1).
All costs and expenses of IEOC in conducting the
operations under this Agreement which are not controlled
by paragraph (a) of Article VII as above qualified shall
be deductible in accordance with the provisions of the
Egvptian Income Tax Law,

3. EGPC shall assumc, pay and discharge, in tue name and
on behalf of IEOC, IEOC's Egyptian Income tax out
of EGPC’s share of the Crude Oil produced and saved
and not used in operations under Article VI All
taxes patd by EGPC in the name and on hehalf of
IEOC shall be considered income to IEOQC,

4. EGPC shall furnish to IEOC the proper official receipts
evidencing the payment of IEOC's Egvptian income
tax for cach Tax Year within mincty (90} days following
the receipt by EGPC of CONTRACTOR's tax declara-

tion for the preceding tax year. Such receipts shall be
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ssued by the proper Tax Authoritics and shall state the

amount and other particulers custemery fir such rec-
eipts.

As used herein, Fpyptian Inceme Tax shall e inchasive
of all income taxes payable in the ARE, {including
tax on tax) such as the tax on income [rom movable
capital and the 1ax on profits from . commerce and
tndustry and inclusive of taxes based on income or profits
including all dividend, withholding | with respect fo
sharchelders and cther taxes impesed by the Government

of AR.E. on the distribution of inrcome or profits by
IEOC.

In caltulating s ARE. inceme taxes, BGPO shadl be
entitied to deduct all royalties paid by EGPC to the

Government and 1EQC’s; Egvptian income  taxes paid
by EGPC on TEQCS.

ARTICLE IV
Waork Program and Expenditures During ¥}
Exploration Period

(@ CONTRACTOR sliell commence expleraticns  opcrations

hercunder not later thap six (6) menths afier the Effcetive
Pate, WNot later then the tad of the Fiftearl (15} month
atter the Lifective Date CONTRACTOR shall start explora-
tion drillivg ir the Arce, with 2 cepmitmar e of deillirg three
(3) wells during the Iritial Explacticn Paicd, EGLC shall
make available for CONTRACTIORs vse all sciimic, wells
and ather exploration date ju FGFCS pososion with rospoct

to the Arca.
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The mitial Expleraticn Paied shall ke tlrce  (3) years,
CONTRACTOR may extend this exploraticn pericd for
two (2) additicral paricds of two (2] years md cne (] year
in accordance with Atrticle IIT (b}, upon at least thirty (30)
days prior written zotice to EGFC subjoct 10 its exprrditune
of 118 nnnimum expleraticn ¢bigaticts ard s fulfiliment of
the drillivg cbligaticns kercunder for the then cusrot pericd.

CONTRACTOR shall spend a minimum  of tywelve
million U.S. Dollars (U.S.$ 12,000,0CC0j on xploraticn
operations and activitics related thorete curirg (Le Iniiinl
thiree (3} yeor Exploration Povicd ;5 previdod dut CCNTRA-
CTOR shall diill three (3; wlls. Fer the first tve (25 yours
period that CONTRACIOR elects to exterd Leyard il
witial - Fxpleration Poricd, the Sceend Faploratior Fericd,
CONTRACITOR shall spcrd a mivinvm of ciclit million
U.S. Dallars (U.5.% 8,CCO,CC07; fov Third IExpleraten Pericd
of onc (1) year, CONTRACTOR shall spard a minipiom
of five million U.S. Dolwrs (U.S.$ 5,000,000;. During
cach of such exteusions CONTRACTOR sholl ¢hil]l two (2)

wolls and one (13 well respectively,

Should CONTRACTOR spond nwre tlop o meininaem
arivust reguircd to e exyor oo or ol nose v i il
poinamorequinee 0 b Gl durh o ate L ) ()
v Laplocio oocd or dvrhre oy v ] e fao,
o exeess ey e rtbuiotes Fien 1o noy o sme s !
et mey be peguiria t0 L ospoan Gd Iy CONTRACTCR
or munmunt nrmbor of welis tnt noy Lo roovired (o
be drlled durir g any secacah g oxploration padid er
periceds as the case may be,
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In case QCONTRAGTOR surrenders its exploration
obligativns under this Arreement as sct forth above before or
at the end of the third (3rd) year of the inital period, having
expended less than the total sum of twelve million .S,
Dollars /U.5.8 12,000,000 on exploration or in the event at

the end of the three (3) years CONTRACTOR has cxpended
less than said sum 1n the Arca, an amount egqual
to the difforece between the said twelve million U.S. Dollars
({ U.5.§ 12,000,000) and the amount actually spent
on exploration activities shall be paid by CONTRACTOR
to EGPC at the tims of surrendering or within three (3)
months from the end of the third year of the Imitial Explora-
tion Poriod as the case may bz Any expenditure deficiency
by CONTRACTOR at the end of any additional explora-
tion purind for the reasons above noted shall similarly result
in a payment by CONTRACTOR to EGPC of such
deliciency; Provided this Agreement is still in  forec as to
CONTRACTOR, CONTRACTOR shall be cntitled to

recover any such payments as exploration expenditure in
the manner provided for under fArticle VIIin the event of

Commercial Production,

Explaoration opzrations in the Area carried out with
EGP('s approval bstwezen tie date EGPC and CONTRA~
CTOR fiest sign this Agreem>nt and the Effective Date are
hercby ratifizd and confirmed. GCosts incurred and work
performed for such operations shall be decmed incurred and

performsd for all purposes under this Agreement (including
but not limited to cost recovery).
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Without prejudice to Article III (b}, in case no
Commercial Discovery 15 cstablished by the end of tlie Sixth
(6th) year, or in  case CONTRACTOR  surrenders
its cxploration obligations under this Agecement prior to
such time, EGPZ shall nat brar any of afiresaid expanses

spent by CONTRACTOR,

At teast fur 1) moatas prior © thz heginning of caca Finan-
cinl Year ov at such otarr tim:s as mwy matuidly bz agiced
to by EGPU and CONTRACTOR, CONTRACGTOR sihall
prepare an Exploration work Progiam and Badget $5: (e
Area  sctiing  forth  the exploration  operations  which
CONTRACTOR proposes to carry out during the ensuing
vear, During the exploration periad, such Work Programs
and Budgets takon togztier sandl be at least sallicient o)
satisfy CONTRACTOR's minimum expenditure obligations
taking into account any credits for excess cxprnditures by
CONTRACTOR in prior Exploration periods.

The Exploration Work Program and Budget shall be
reviewed by a joint committee to be cstablished by EGPC
and CONTRACTOR after the Effcetive Date of this Agre-
cinent.  This Commitee, hereinafter referred to as  the
<BExplovation  Advisory Committze” saall consist of six /6]
merbers, three (3} of whom shall he appointed by EGI'C
and three (3) by CONTRAGTOR. The Chairman of the
Exploration Advisory Committee siall be  designated by
EGPC from among the members appointed by it . The
Exploration Advisory Committee shall review and give such
advice as it deems appropriate with respeet 1o the proposed
work Program and Budgct, Following review by the
Exploration Adwvisory Committee, CONRACTOR shall
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make such revisions as CONTRACTOR deums appropriate
aiid submil the Exploration Work Program and Budget 1o

LGPC for its approval.  Following such approval, it is farther
agreed that ¢

) CONTRACTOR shall not substantially revise or modiky
satd Work Program and Budgot nor vedace  the approved
budgated expenditute without the approval of EGPC

{1} Duthe avent of emargancies involving dangorof tossof fees
or propurty, CONTRACTOR may expend such udditionn)
unbudg:ted amaunty as may be required o alleviaw
such danger. Such expenditure shall be considered in
all respoots as exploration expenditure and shall be rea
covered parspant ta the provisions of Article VIT hereof,

CONTRACTOR shall advance all necessary  funds fur all
matenal, egaipmont, sunplies, porsonnel administration and
apcrations pursuant to the Expleration Wark Program and
Budget and EGPC shall not b2 responsible to bear or repay
any of the aforesaid costs,

GONTRACUTOR shall by respoansible for ihe preparation and
parformance of the Exploration Work Program  which shall
be imalemented in a warkman like masner and consistent
with good Industry practices.

Except as iy appropriate for speclalized studies such as
the pracessing of data, thoratory studiey or specialized en-
ginscting or devclopment studics thereon, to be made in,
specialized centers outside AR.E., all geological and geo-
physical studies as wall as any other studies related o the
performance of this Agreement, shall be made in the AR.E.
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CONTRACTOR shall entrust the management of ex-
plogation operations in the A R.E. to its technically comprtent
{roneral Manager and Depaty Genorad Muanager, The names
of such Manager and Dreputy General Manager shall npon
appomtment, he forthwith netfed to the GOVERNMENT
and to EGPC. The General Manager and, in his wbsence,
the Doputy Goneral Manager shall be entrusted by GONT.
RACTOR with sullicient powers (¢ carry out  immediately
all lawful writton dirgctions given to thewm by the GOVERNL
MENT or stsropresentative under the tevms of s Agrocmoons,
Al dnwifud resyintions dssued or hereafler to be bsucd which
are applicable  hereunder  and not in conflict  with this
Awrcement shall apply w CONTRACTOR.

([} CONFRACTOR shall supply EGRG, within thirty (30} days
feom tie end of cach ealendar quarter, with a Staemoent of
Tsnisrgion Aclivity shiowing cosls taeunmed by QONTRA-
cToRr during such quarter. CONTRACTOR's records
and neesssary supnorting documeonts shall be wvailable for
ispretion by EGPO at any time during regular working
hours for theee (33 months from Uie date of receiving cach
atitencnt.

Within tas thiee {37 montss from he date of reoeiving
wichy Statement, EGPC shall advise CONTRAUTOR in
witing if it copsiders

(2] that the reeord of costs is not correct ;

(i} taat the costs of goods or ﬁﬂf?ii‘ﬂ‘ﬁ supplicd are not in linc
swith tle international market prices for goods or seevices
of similar guality supplied on similar terms prevaifing
at the time such goods or serviers were supplied, provided
hnwever, that purchases made and services performed

within A.R.E, shall be subject to Article XXV

Ay that the coundition  of the materials furnished by
CONTRACTOR does nnt tally with thelr prices 5 or

(fo} that the costs incurred are not reasonably required for
ﬂ'pf]'dtlﬂl'lﬂ
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IEQQ shall confer with EGPC In connection with the
probicin thus presented, and partics shall attempt #o reach a
scttlernent which is mutually satisfactory, Any reimburse
ment due o FOTO cut of the Cost Recovery Grude Qi as
a result of rerchirg egrecmant or of an stbitral award shall
be prewptly wade in cesh to EGTC plus simple interest at
LIEQR pios 2.5 pereent per annum from the date on
which the dipuied smounk {s) wopld have been paid to
EGPC aceearding o Article VI {a) (2) end ANNEX «D¥
{t.c., the date of repditien ef the rodovant Gost Recovery
Btatement) of thiy Agrocment 1o the date of payment. The
LIBOK rate apphicable shall be the averege of the figure ar
Bpuwres published by the Firancial Times ropresenting the
midpoint of tlie rates (bid and ask) applicable to one month
U.5. doltar deposits In the London Interbank Burecwrency
Market on cach fifteenth day of cach mionth occurring between
the date on which the disputed amount {s) would have been
paid to EGPC and the date on which 1t is setded,

if the LIBOR rate Is svailable on any ffteenth day it
s not published i the Firancial Times in respeet of such day
for any reasen, the LIBOR rate chioscn shall be  that offercd
by Citibea & N.A. to other Jeadiv g banks i the Lopdon Inter-
bank Euorocurreney  Market for one month U8, dollar
fdeposits,

If such BReenth day 3s not a day on which LIBOR rates
are quoted in the Londan Interbunk Furccurrency Market,
- the LIBOR rate to be used shall be that quoted on the next

following day on whirh such rates are guoted.
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If within the time limit of the three (3) months period
provided for in this paragraph, EGPC has not advised
CONTRACTOR of its objection to any Statement, such
Statement shall be considered as approved.

CONTRACTOR shall supply all funds nccessary for 1ts
operations 1n A.R.E. under this Agrecment in freely conver-
tible currency from abroad. CONTRACTOR shall have
the right to buy Egyptian currency whenever required and
the conversion shall be made at the local banks in the A.R.E.
according to the Official A.R.E. rate of exchanye.

EGPC is authorised 1o advance to CONTRACTOR the
Lgyptian currency required for the operations vnder this
Agrcement against receiving frem CONTRACTOR an cqui-
valent amount of U.8, Dollars at the official A.R.E. rate of
exchange, such dollars to be depesited in an EGPC account
abroad with a correspondent bank of the Naticral Bank of
Egypt, Cairo. Withdrawals [rcm said acccunt shall be used
for financing EGPC’s and its Affiliatcs fereign currercy requi-
rements subject to the appreval of the Ministcr of Petreloum
and Mincral Resources.

ARTICLE V
Mandatory and Voluntary Relinguishments
MANDATORY

At the end of the third (3rd) ycar after the Efficctive Date

hercof, CONTRACTOR shall relinquish to the GOVIERNMENT
a total of twenty five (25) percent of the original Arca not then
converted to a Development Lease or Leascs. Such relinquishment
shall be in units of whole Exploration Blocks or parts of Exploration
Blocks not converted 1o Development Leascs so as to cnable the
relinquishment requircments to be precisely fulfilled.
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At the end of the fifth (Sth) year after the Etfective Date
hereof, CONTRACTOR shall relinquish an additional twenty
five {25) percent of the orizinal Arza not then converted into a
Development Lease or Leascs., Such surrender shall be in
units of winle Exolaration Blacks or parts of Exploratiin Blocks
not converted to Develapment Leases 3o as £ enabls the surrender
requirements to be precisely fulfilled.

Without prejudice ta Article {1 av1 XKLL or th: 1wt para-
graph of tais Article V' (a) atthz 2al of thesiethy (5th) your of the
exploration perind, CONCRACTOR saill relingaish taz remain-
der of the original Acrca not tha eaaveret:d to a Developmoend

Lezase or Loases.

It 1s understord that at the tin: of any eelivgaishmear the
areas t3 5o ecoavertzd iaes Thvalyamear Lixszs aal which are
submitted to the Miaister of Potrsleum anl Mineral Rosources
for his approval, aceording €5 Acticle ITT (1) shull, s1jzet £ such
approval, bz desmzd craverted to Divelsomant Leases.

Nothing in this Agreement shall be construed as rojairing
CONTRACTOR to relinruish any Exploration Block or Blocks
on which 2 Commercial Well is discoverad hefore the period of
time referred to in Acticle TIT (c) of this Xgreemiat given to
CONTRACTOR to determine whether such Well is a
Gommercial Discovery wortlty of development, or ta rclinguish
an Bxploratisn Block which has cither haen converted to a
Development Lease or  with resozct t which aa asolicatian for
conversion has been made. In the event at the end of
any exploration paricd a well is actually drilling or testing,
CONTRACTOR shall be allowed up to six (6) months period tc

enable it to establish a2 hmmearcial Wel or declare 2 Crmmercial
Discovery as the case 1y he.
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}) VOLUNTARY

CONTRACTOR may, voluntarily, during any period rclin-
quish all or any part of the Arca in Blocks provided that at the
tune of such voluntary relinquishment its Gnanclal obligations
for exploration expenditure under Article IV (b} have been
satisficd for such period.

Any relinquishments hercunder shall be credited toward the
mandatory provisions of Article V (a).

Following Commercial Discovery, EGPC and CONTRA.
CTOR shall mutaully agree upon any arca w be relinquished
th ieafter, exeept for the relinquishment provided for above at
t o oendd of the total exploration peried.

ARTICLE VI
Operation After Commercial Discovery

#

(@, OQa Commerciad Discovery, EGPC and CONTRACTOR
siedl form in the ARE, an operating company which shall
be named by mnutual agrecmznt between LBGPCG and
CONTRACTOR. and shall b subj2ct to the approval of the
Minister of Petroleum and Mineral Resources (hereinafter
reforred to as «Ogperating Company™),  Said company shall
D a private sector campany. Operating Company shall be
subject to the luws and regulations in forecin the ARLE. to
the extent that such laws and regulations are not inconsistent
with the provisions of this Agreement or the charter of Opera-
ting Company.

However, Operation Company shall, for the purpose of this

Agreemet, be exempted from the followir © laws and regula-
tlons as now orv hercafter amended or substituted -

— Law No. 97 of 1976, organizing dealings in forcign

currencies ;

— Law No, 48 of 1978, on the staff regulations of Public

Compantes

— Law No. 159 of 1981, promulgating the law on joing
stock companies, partncrship lizaited by share compantet
and limited liability ccmpanics ; and
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Law 97 of 1983 promulgating the law concerning
public #retor’s authorities and companices.

{#} The Charter of Operating Cowmpany is hereto attached as

(¢)

Annex «C”, Within thirty (30) days after the datc of Cone
merclal Discovery (unless otherwise agreed by EGPC and
CONTRACTORY), the Charter shall take effect apd Operating
Company shall antomatically come into existence without

any farther  procedures.  The IExploration Advisory
Commitice shall be dissolved.

Ninety (90; days after the date Operating Company comes
inty existence In accordance with paragraph (b} above, it
shail prepare a Work Program and Budget for furthor
Exploration and Development for the ramainder of the year
in which the Commercial Discovery is made ; and not later
than four (4) months before the end of the current Financial
Year (or such other date as may be agreed upan} and four
(4} months preceding the commencement of cach succeeding
Financial Year thereafter [or such other date as may be agreed
upon¥Operating Company shall prepare an annual Production
Schedule, Work Program and Budget for further Exploration
and Development for the suceeeding Financial Year, The
Production Schedule, Work Program and Budget shall be
submiticd to the Board of Directors for approvalk

Not later than the twentieth (20th) day of each month,
Opcrating Company shall furnish to CONTRAGTOR 2
written estimate of its total cash requirements for expenditure
for the first half and the second half of the succeeding month
expressed in 1.8, Diollars having regard to the approved Bud.
pet. Such estimate shall take into consideration any cash
expected to be on hand at month end.
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(¢)

(f)

Payment for the appropriate peried of such month shall
be madec to the correspondent bank designated in paragraph
(¢} below on the first day and ffteenth day respectively, or
the next following business day, if such day is not a busincss

day.

Opcrating Clorppany is anthorised du keep at its own disposa!
abroad I an account opcned with a correspondent bank of
the National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR., Withdrawals from sald acuount shall
be used for payment for goods and serviecs acguired abroad
and for transferring to & local bank i the A R.E. the required
amount to meet cxpenditures in Feyptian Pounds  fo
Operating Company in conncction with s acvities under
this Agreement.

Within sixty (60} days after the end of cach Financal Year,
Operating Comnpany shall submit to the appropriate exchange
control authorities in the AR.E. a statement, duly certified
by & recognized firm of auditors, showing the funds credited
to that account, the disbursements made out of that account
and the balance outstanding at the end of the vear.

If and for as lIong dwring the pericd of production eperations
there exists an cxcess capacity in factlitics which cannot
during the period of such excess be used by the Operating
Company, EGPC and CONTRACTOR will consuit togethoy
ta find a mutually agreed forinula whereby EGPO may use
the cxecess capacity if 3t so desires without any fuvancial, or
unreasonable operational disadventage to the CUNTRAL~

TOR.
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ARTICLE VI
Recovery of Costs and Expenses and
Production Sharing
(¢) 1. Cost Recovery Crude Oil,

Subject to the auditirg previsicns urder this Agraomert,
CONTRACTOR shall reccver all costs and expenscs
in respect of all the expleraticn, develcpment and relatd
operaticrs urder 1bis Agrcoment to tle ¢xtent ard cut
of forty (40) percent quarterly of all Crede Qi) preduced
apd saved frem all Develcpment Leases within the Arca
hereurder and rot used in petroleum operaticns.  Such
Crude Oi) is hereinnfecr referred to as «Cest Recovery
Crude Onl™.

For all Exploration, Develcpment ard Preduction
bereunder, such cests ard expenscs shall be recovered
frem Crst Recovery Crude Oil in the following manncer ;

(;JAll Operatirg Experses, ircurred after initial
Commercial Preducticn, which for the purposes
of this Agreement shall mean the datc on which the
first regular shipment is made, shall be recoverable
either in the Tax Year in which such costs and
cxpenses are incurred and paid or the Tax Year
n  which 1nital Commercial Production occurs,
whichever 15 the later date.

) Lxploratic Expcrditures includicg these accumu-
latcd  pricr  to  1he commerncoment of  intial
Cemmuercial Preducticn, wlich for the purposes of
this Agreement shall mean the date on which the
first regular shirment s made, shall be recoverable
at the rate of twenty (20) percent per annum starting
either in the Tax Year in which such expenditures
are incurred and pald or the Tax Year i wihich
inttial  Commercial  Production COMMETCES,
whichover 1s the later date.
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Development  Expoenditures,  including  those
accumuiated prior to the ¢commencement  of initial
Commercial Production shall be recoverable at the
ratc of twenty (20) pereent per annum starting in
the Tax Year in which such cxpenditures are
incurred and paid or the Tax Year in whochy initial
Commercial  Production commuences, widchever is

the Inter dae.

(fr} Fo the extent that, in a Tax Year, costs, expenses

(=)

or expenditures recoverable per paragraphs gi), (11}
and (iil) preceding oxceed the value of all Cost
Recavery Crude Oil for such Tax Year, the
excess shall be carried forward for recovery n the
next succocding Tox Year or Years wutid folly
recavercd, but in ne cuse after the wradnation of
this Agreement, as o CONTRACTTOR.

For the purpase of determiping the classification of
all costs, cxpreses and  oxpenditures for their
recovery, tae Gdlowing terms shall apply o

t. «Bxploration  Expenditures™ shall  mean
alt costs and cxnouses for Exploration.

2. «Develepment  Bxporditurds” shadl mean
all costs avtl exponses fur Dreclopment  with e
exceptivnn of Qyevatiig Rxeowsis,

3. “{}L‘i'}‘;;!h‘ﬁ
cotti, CERANE S UTa

Coran v PP ottt
I.’iv' S

Foover 27 shell awan ol
v e M aves mina s cfier Inbiad
(T 1y vNnenss and
Ly cic e,

v, £ 2,7 Y R | TR R
R ek D A (A IS LPE I Lt SR { pnwis Ing
c AT e e Ak traeking

. :: - r ~ _ -
r - - 34 - g = r . N
Gty pnirhe 11V
r

rearilling and chanciior of e stenis of o well
replacament of asscts ov port of an assot, additio s,
improvements, rencwals o pugor  ovevhavling that
extend the life of the assct,
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for) It is understood and agreed upon that the recovery
of costs and cxpenses as based upon the rates refer-
red to above shall be allocated to cach qguarter
proportionately  (one fourth to each quurter),
However, any recoverable costs and expenses not
recovered in one quarter, as thas allocated, shall
be carried forward for recovery in the next quarter,

CONTRACTOR shall each quarter take and cxport or
otherwise saparatcly dispase of all Cost Recavery Crude
Oil produced, except as provided in subparagraph (a)
(3) below of this Article V11, plus its share of the balance
of the Crude Qil as stipulated in paragraph (b) below
of this Article VII. 'To the extent that the value of the
Cost Recovery Grude Oil (as  determined  in sub-
paragraph (c) bzlow) exceeds the actual recoverable
costs and cxpenditures, including any carry forward
from paragraph {a) (1) (tv) above, to be rccovered in
that quarter the value of such Excess Cost  Recovery
Crude Oil actaally taken aad 32parately disposed of by
CONTRACTOR shall be paid by CONTRACTOR to
EGPC in ¢1: myaaer szt forth in Acticle IV of  the
Accounting Procedure contained in Annex  «D” and
CONTRACTOR shall be deemcd to have purchased
such Excess Cost Recovery Crude Oil,

Nincty (7)) days prior to the commencement of each
year 323 shadl bz eartlz | £o clect by notice in - writing
to CONTRAGCIOR ty take delivery in kind F.O.B.
export Lxrminal or other agreed delivery point, of up to
100 parcent of any Excess Gt Recovery Crude Oil for
that year, and thereby reduce the amoant to be purchased

by CONTRACTOR in the same percentage amount.



1w¢.ﬁﬁuxau(ch}rv;m: dyone Jb a3 ! Y

s

. El’.&ifﬂ Pl ()

1:;::'11 ast_Li Lﬂi ("tt} n:«t;ﬂ*'}" 1.3 LT \.fl; ,_.}H__,..a:{j JJE[J :'::...GH N,

. H}Ui ;ﬂ:__:ﬂ E:J-iﬂ Eij {5.._.:':]! C.’..:ji Oy

J_;L‘;U wﬂ;-ﬂ 0} e add o gt o Bitely a:;u ebil e S
T o Absrio LL.}{,J,;;MH ff_;.g,iji.;u*f%
L T (s ks e e

P N R IR B 1 4 N P P I W
(14) {AY) THOL BRI
Itﬁ ’*..l:-l# ui-hij:*::ﬁ:r Lﬂh {'Li n—-:i Jt i;l'ﬂx‘:} M“J.EL
{'l'lif) ] (h’f} .l.-l_;'i_lﬁ:;tin I.M;:.-JT.' #IJ‘U.‘
o Yam " L O le y et ol E:-I-:l b X _;'f i:ejl‘_;'.“i %mi
{"iﬂ} E ;}ﬁ‘.ﬁ} ﬁjﬁ.ﬁ-‘.ﬂ%!i}lil L;#‘j.ﬁ:}a-#?if
Y Y P P BN o S g S R

(%)

(An}

irg:i-"'r %*‘}*‘* i;_'l-;-

bl

.ﬂ.ﬁﬁwﬁg L,G--G?:l:“' -“L*..H '.n:.:--l 41

-..:'..-;
e

L5 o 5T S sy (2
‘j" . f"'“i-""—i" :.-:l ij _5-_--.+1 ii +3-Ji i} J.l...«.j% La':.:jii:,.ﬁ

l."'l:jﬂw-l-"‘)' {Ju':-h-ﬂrﬁ"-l' ""L:H.‘Ji -..,_‘.-.':l_“‘jl "l.,:u,,.-_'i__] :-‘..' I_......” ""-.'-;'_’.___ﬁ_‘jl ; .;“

o

]-'a

- w t
". o -\..h--t..-i L ....,..-,....i .l.w-'l-r '.'-"‘*"__.1

CJ i ;}S ii;.:‘% &_}if}":’t E'."i;ﬁ i -

L

-

|

S22 Lty s WA UCH

'.L:',«-.wtfa--'-1 me-.‘l_iﬂ....u.:__,.l-lﬁ-.-.n

PR G R Y, _.;-..l'. Loeend a8 ddon A, liza 3> s 2
roa, .3 -xﬂj pw “eral :.tf: «__.--n j wi l....i'ial---i

v :u L. u, ,._,_11 p) o > edp A 1_-.:;41 Eaa s 13‘4@1

e W

Q‘aﬁﬁuu Lﬂthﬁ-“ ATt oy ddul 2 OF 2

Jhm‘q LM

PSP e flsJi ca sl 3 oladl Sladt sl

Slasiurt (e Lty Blae ol 2o 50t % R B e



T NARE i 10 0 () T sl T

(6) Production Sharing :

The remaining sixty (60} pereant of the Grude OQil shall
be taken and disposed of separately by EGPC and CONTRA-
CTOR according to the following incremental scale :

Crude O1l produced and

saved under this Agreement

and not uscd in Petroleum EGPC CONTRACTOR
operations. Barrels per day | Share 25 Share %
{quarterly average.

That portion or increément Eighty One | Nintcen
up to 30,000 BOPD (81) (19)
That portion or icrement Eighty three| Seventeen
from 30.00! - 50,000 BOPD (83) (17)
That portion or increment Eighty five Fifteen
[rom 50,001 - 100,000 BOPD (83) (15)
That portion 1 excess of Eigaty eight] Twelve
100,000 BOPD (88) (12)

(¢

1.

[Lis the intent of the Partizs chat the value of the Cost
Recovery Crude Ol shall reflect the prevailing market
nrice for Crude Oil. For the purpose of evaluating the
prevadling market value of the quantity of Cost Recovery
Crude Qil to waich CONTRACTOR is entitled here-
nnder during each calendar quarter, the weighted
average price realized for comparable guantities on
comparable credit terms in [reely convertible currency
from F.O.B. point of export sales to non-afliliated
companies during such quarter at arms-length by etther
EGPC or CONTRACTOR under all Craude Oil
sales contracts currently in cfect, but excluding Crude



\Wmf—-'iﬂd(c-h)ww i_.._.le'._uJJi i

n ————rT———— — == —— —_—

£l Bl G Al el gay v AL (S i e 34
bty Joidl! GG Jolie 400 Slaend! G (e )
Lt a5 O Gl ¢ piad di o8 ((oph ) aedl il Ko b
s plochll S i g ) Sy o B il LY
Ses e dnle g AT O s el elie 30 4 901 0550y
os s aeand] Bl Lo i OF S sl 1 Db &
Gl J el oK Y el b e Covos Y 1K
Suds s oly Caull i ¢ aw GO €l 0y JNe G

R

¥ Jalall gl g ....:i.:-g:...m....ll n..'lmd...;r... P.l'l.'sl Y
¢ 4yl plall Sa a2 s PSS TRRR WS- & &)
G e e L A iy O sy Rl e o
I I I SO I EE S RS TR
SR ER P s g el Gn _,.-LIL..(){C)
7 RUUPNVERR SN IS O P
S5 bead (¥ )(L)u,d'l 3 7| PRV Y (\,)(‘. ) A Al
2! Gt dydond ey 4k S LY D2l (g s ¢ e
o b Jolally ! ale

s A ndead I e i3 ) Sbleay AWl A Ay {(2)
& LS 14 (FL'_U El;‘."y’l d Y e eg (8+) o

PR P L S | I Vi Jg 2 LS U o Cls Jaldl

SR — et b elais < lo DliraYly o lgpn i J‘:“' 41 Zibleall
Lt oW Ey 0,y Cald o gal) Al cdad AR R WP L
u._..d'luLLn]Lulﬂldf_J\uk}-#jimL_adu}l

hh_s_d‘_,H_,t.Lqu_,mL.-M Edbu\mlriv



18 MM e G {aE) TV 2l i

Qil spot sales not consistent with prevailing market prices
for similar Crude Qil and also exeluding Crude O1l sales
contracts involving barter, whichever s higher, shall
be used. Ttis understood that in the case of G.LF. sales,
appropriate deductions shall be made for transport and
insurance charges to calcutate the F.Q.B. point of cxport
price ; and always taking into account the appropriate
adjustment for quality of Crude Oil, freight advantage
or disadvantage of port of loading and other appropriate
adjustments.  Nevertheless, if CONTRACTOR
considers the value cf the Cost Recovery Crude Gil so
determined not o reflect the market conditions prevailing
during the calendar quarter, CONTRACTOR and
EGPC shall meet and mutually agree upon the price,

(B

If during any catendar quarter there are no such
sales by EGPC or CONTRACTOR. under Crude Ol
sala contracts carrently in effect EGPC and CON'TRA-
CTOR shall mect and mutually agree upon the price of
Crude il w be used in  deicrmining the value
mentioned in subparagraph (¢) (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 (c} (2) whichcver is later, and
appropriatc adjustement will be made thereto after
determination of a mutually agreed price by EGPC and
CONTRACTOR.

(d) Opcrating Company shall prepare /not less than ninety (90)
days prior to the beginning cf each calerdar semester folle-
wing rcgular production) and furnish in  writing lo
CONTRACTOR and EGPC a forccast setting out a tosal
quantity of Petrolevm that Operating Cempary csiimates
can be produced, saved aud transportcd hereunder during
such calendar semester in accordance with good oil industry
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practices. Operating Company shall endeavour to produce
each calendar semester the forccast quantity. The Crude
Qil shall be run to sterage tanks or offshore loading faclities
constructed, maintained and operated according to Govern-
ment Regulations, by Operating Company in which said
Crude Qil shall be metered or otherwise measured for royalty,
and the other purposes required by this Agrecment.

EGPC and CONTRACTOR shall have the right and the
obligation to separately take and dispose of currently all of
the Crude Oil to which it is entitled as is determined in
accordance with sub-paragraphs (a) and (b) of this Article,
Subject to payment of sums due EGPC under Articles VII
(a) (2) and IX, CONTRACTOR shall have the right to
retain abroad all funds acquired by it abroad including the
procceds from the sale of its share of Crude Osl exported.

At a reasonable time prior to the commencement of Commer-

cial Production EGPC and CONTRACTOR shall meet and
agree upon a procedurc for scheduling tanker liftings from
the agrecd upon peint of export.

ARTICLLE VIII
Title to Asset

EGPC shall become the owner of all assets acquired and
owend by CONTRACTOR in connection with the operations
carried out by CONTRACTOR. or Operating Company 1n
accordance with the following

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

2. Title to fixed and movable assets shall bc transferred
automatically and gradually from CONTRACTOR to
EGPC as they become subject to recovery in - accordance
with the provisions of Article VII ; however the full ntle
to fixted and movable assets shall be transferred automa-
tically from CONTRACTOR to EGPC when its total
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cost has been vecovered by CONTRACTOR W
accordance with the provisions of Article VI or at the
time of termination of this Apreement, whichever first

OCCUrs,

The Bonk Value of the Assets created during cach  calendar

guerter shall be communicated by CONTRACTOR 10 EGPG
or by Operating Company to EGPC and CONTRACIOR
within thirty (30 days of the end of cath quarter.

G

(2)

During the term of this Agrecment and the rencwal period
EGPO, CONTRACTOR and Operating Company are enti-
tled o the fil use and rolovment of all fixed and movable
assets  releyred to above o conucction with operations
hereander or under any other Petrokeum Concestion entered

into by the Parties. Proper accounting adjustment shall be
made. CONTRACTOR and E{IPC shall not dispose of the
same except with agreement of the other.

CONTRACTOR and Operating Company  may Ireely
import inte A.R.E., use therom nocd freely export at the end
of such use machinery and equipment which they cither rent
or lease in accordance with good industry practices, inclu-
ding but not mited to the lease of computer hardware and
software,

ARTICLE IX

Boams s
CONTRACTOXR shall pay to BGPC a5 a Signature Bonus
(i} the su  of six (5} mathiop 11.8. |Dollars on the Effective
Dhare,

(i) the sum of opc (1) millon U5, Dollars at the end of
Second Exploration Period.
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(d)

(tit) the sum of one (1) million U.5. Dollars at the end of the
Third Exploration Period.

CONTRACTOR shall pay to EGPC thesum of five (5)
million U.S. Dollars as Production Bonus when the total
average daily production from the Area first reaches the rate
of fifty thousand (50,000) ‘barrcls per day for a period of thirty
(30) consecutive producing days. Such payment will be
made within seven (7) days after CONTRACTOR has been
notifisd by Operating Company of such production levels,

CONTRACTOR shall also pay to EGPC the additional sum
of cigut (8) million U.5. Dollars as a Production Bonus when
the total average daily production from the Arca first reaches
the rate of one hundred thousand (100,000} barrels per dav
for a pzriod of thirty (30} consccutive producing days. Pay-
msnt  will  be made within seven (7} days after
CONTRACTOR has been notified by Operating Company
of such production levels.

CONTRACTOR, shall also pay to EGPC the additonal
sum of ten (10) million U.S. Dollars as a Production Bonus
when the total average daily production from the Area first
reaches the rate of one hundred and fifty thousand (150,000)
barrels per day for a period of thirty (30) consecutive pro-
ducing days. Payment will be made within seven (7) days
after CONTRACTOR has bcen notified by Opcrating

Company of such production levels,
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(¢) All the abow mentioned  Bonwses shall in no  event
b revavered by {IONTRACTOR,

(/Y In the ovent that BGPC elects 1o develop any  part of the Arca
pursuant to the sole risk provisioms of Article 111 (£} hereina
hove, production ffom such sole risk Arca shall be  considereg
for the purposcs of this Article IX only if CONTRACTOR
cxercises Hy option to share in such production, and wanly from
the ipdgst date of sharing,

ARTICLE X
Office and Service of Notice

CONTRAOTOR shall maintaln 2 office in A RE. at whh
notioes shall he validly served,

The General Manager and Deputy General Manager shall
te eptrusted by CONTRACTOR with sufficient  power to carry
cut immediatcly sl jocal written dizestions giwen o hin by the
GOVERNMERT or it cepresentativet under the tevmns of this
Agreement. Al lawlal regolations wued oy hereafier to be a
issuet] wich arc applicable hereundir and not in  confliict with
this Agreement shall apply to the dutics and activities of the
Gentral Manager and Deputy General Manager,

Adt mattews and nolices shall be deemed to be validly served
which are left at the office of the General Manager or which are
sent to him by régistered mail o QONTRACTOR'S office
in AR.E.

AR smarters and potices shall be deemed to b validly served
which are leff at the affice of the Thairman of FGPE or which are
sent 1o him by registersd mail at EGPC muin office in Cairo.
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ARTICLE XI
Saving of Petroleum and Prevention of Loss
() Operating Company shall take all proper measures, ac-

(¢

(@)

cording to generally accepted methods in usc in the oil
industry to prevent loss or waste of petroleum above or under
ground in any form during drilling, preducing, gathering,
and distributing or storage operations. The GOVERN-
MENT has the right to prevent any operation on any well
that it might reasonably expect would result in loss or dampge
to the well or the oil field.

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

Except in instances where multiple preducing formations in
the same well can only bt produced economically thmugh
single tubing string, Petroleurn shall not be produced fmm
multiple oil carrying zones through onc 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 quanti:
ties of Petroleum and water produced monthly from each
Development Lease, Such data shall be sent to ‘the
GOVERNMENT or its representative on the special forms
provided for that purpose within thirty (30) days after it is
obtained. Daily or weckly statistics regarding the produ-
tion from the Area shall be available at all reasonable times

for cxamination "by autherized representatives of the
GOVERNMENT.
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Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting Petro-
tcum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions of the well

after its completion shall be suhject to the approval of the
representative of the GOVERNMENT,

()

(%)

ARTICLE XII
Cuastoms Exemptions

EGPC, CONTRACTOR (IEQC) and Opcrating Company
shall b permitted to import and shall be exempted from
customs taxes and dutics and from any other taxes and from
the importation rules with respect to the importation of
machinery, cquipment, appliances, materials, items, means
of transport and transportation (the exemption froin taxes
and dutics shall not apply to passengers cars), -electric
appliances, air conditioners for offices and oil fields, electronic
appliances, computer hardware and software, as well as
spure parts required for any of these items, all subject to a
duly upproved certificate by an EGPC responsible represen-
tabve nominated by EGPC for such purpose, that
the imported iems are required for carryving on the activities
related to this Agrecment.

Machmery, equipment, appliances and means of transport
and transportation imported by contractors and sub-contractors
temporarily engaped in an activity related to the operations
subject of this Agreement shall be cleared umder the #Tempo-
rary Release System” (without payment of any taxes or customs
duties), upon presentation of a duly approved certificate by
an EGPC responsible representative nominated by EGPC for
such purpose, that the imported items are required for one
of the activities aforcmentioncd,

{rems (cxcluding motor-vehicles) set out in  paragraph
{aj of this Article imported by contractors and sub-contra-
ctors for the aforesaid activities, for the purpose of being
installed or used permanently or consumed shall be subicct
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(4)

to the cxemption 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 rclated to
this Agrcement.

The employees of Contractor, Operating Company and their
contractors and sub-contractors shall not be entitled to any
excmptions from customs dutics and other ancillary taxes
and charges except within the limits of the piovisions of the
laws and rcgulations applicable in the AR.E.

Items imported into AR.E. whether exempt 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, withoul any export
taxes or charges or any taxes or charges from which such 1tems
have becn already exempt, being applicable, Such items
may be sold within the A.R.E., after obtaining the approval
of EGPC and the Customs Department. In this case the
purchaser shall pay all applicable customs duties and t‘.:tbfr
ancillary taxes and charges, according to the condition
and value of such items and the customs tariff applicable
on the sale, unless such itcms {excluding passengers CArS,
have already been sold to an affiliated company of EGPC,
having thesame exemption or unless (title 1o) such itcms have
reverted to EGPC or the Customs Department,

In the cvent of any such sale under this paragraph (d),
the proceeds frcm such sales shall be divided fu the following
mann<r -

Contractor shall be entitled 0 reimbursement of its
unrecovered cast, if anv, in such items and the excess, tf any,
shall be paid to EGPC.

The exempiion provided for in (a} of this Article shall not
apply to any imported items when, mm the opmion of EGPC,
tems of the same, or substuntially the same kind and quality
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are manufuctured Jocally and are available for tkmely pur-
chasc and dehvery in the A.RE. at a price not higher than
icn peroeat {10%) move than the cost of the imported ftom
before crstoms duties, but after transpostation and insurance
costs hawe been added,

(f) Covieactor, EGPC and their respective buyers shall be
entitled to export the peroleum referred toin this Agreement;
no livenme being required, and shall he sxempied Som any
dutics, or taxes, or any other impots in respect of the export
of petroleam hereundey,

ARTICLE XIII

Books of Account: Accounting and Payments

fa} EGPC, CONTRACTOR and Operating Company shall
tach pratntain at thelr business offices in the AR.E. books
of account, in accordance with the Accounting Procedure
in Annex “D” and accepted accounting practices generally
used in the pctrokwrm mdustry, and such other books and
records as may be nocessary te show the work performed
under this Agreoment, includicg the amount and value of all
Petrodeum produced and saved hereunder.  CONTRACTOR
and Operating Company shall keep thelr books of aomount
and acrouwntmg recowds in United Staikes Dollars.  Opexating
Company shall furnsh to the GOVERNMENT or it
represepiative nxnibly metows showirg the amount of
Petroleum produced and saved hereunder, Such returns
shall be prepared imthe form required by the GOVERN.
MENT, or its representative and shell be signed by the
General Manager or by the Deputy General Manager or a
duly designated deputy, and delivercd to the GOVERNMENT
Or iw represeniative within thirty {30} days after the end of the
momth covered in the return.
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{$] The aforesaid books of account and other books and records
referred to above shall be available ar all reasonable times

for inspection by duly avthorized representatives of the
GOVERNMENT.

(€} GONTRACTOR szhall submit to EGPC a Profit and Loss
Statement of its tax y2ar not latzr than four (4) months after
the commencement of the llow'ng tax year to show its net

profit or doss from the pairoloum apsrations under this Agvees
ment for such vear.

CONTRACTOR shall at the same thme submit 3 voare
ead Balance Shoet for the same tax vear to BEGPC. The
Balance Sheet and financial statements shall be cortified by
an Egyotian certified accounting frm,

ARTICLE X1V
Records, Reports and Inspection

{8} GONTRACTOR andfor Operating Corapany shall prepare
and, at all tmes while this Agrcement is in frce, maintain
accurate and current records of s oporations in the Area
hereunder. CONTRACQTOR andfor Qperating Company
shall furnish the GOVERNMENT or {15 representative, in
conformity with applicable regulations or as the GOVERN-
MENT or s representative may rcasonably  require
information  and data concerning  its opurations  under
this Agreement, Operating Company  will petform  the
functions indicated in this Article XIV in accordance with
its role as specified in Article VI.

(8} CONTRACTOR andfor Operating Company shall save and
keep for a reasonable period of time a representative portion
of each sample of cores and cuttings taken from drilling wells,
to be disposed of, or forwarded to the GOVERNMENT or
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IS repesentative in the manner directed by the GOVERN-
MENT. All samples acquired by GCONTRACTOR
andfor Operating Company for its own purposes shall be
considered available for inspection at any reasonable time by
the GOVERNMENT or its representatives,

Unless otiverwise agreed to by EGPG, in caze of exaorting any
rock samples outside ALR.E., samples equivalent in sizz and
quality shall, before such exportation, he delivered to RGPC
as representative of the GOVERNMENT.

Originals of records can only be cxported with the peroission
of BGPCG ; pravidad, howsver, that magaetic tapes and any
other data wiich must bz processed or analyzzd ouatside the
AR.E. may be exported if a monitor or a comparable record,
if availabte, s maintained in AR.E. and provided that such
exports shall bz repatriated to A.R.E. immediately when
CONTRACTQOR has finished using such records on the
understanding that they belong to EGPC.

During the period CONTRACGIOR is conducting the
exploration operations, EGPC’s duly authorized representa-
tives or employees shall have the right to full and complete
access to the Arca at all rzas>aable timzs with the right to
ohservc the operations beinz conducted and @ inspect all
assets, records and data kept by CONTRACTOR. EGPG's
representative, in exercising its rights under the preceding
sentence of this paragraph (e}, shall not iaterfere wath
CONTRACTOR's operations,. CONTRACTOR  shall
provide EGPC with copics 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 posscgsion,
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For the purpose of abtaining new offers, the (GOVERN-
MENT andjor EGPG may show any other party uninterpreted
basie geophysical and geological data (such data 1o be not less
than one (1) yearold unless CONTRACTOR agrees to a
shorter period, which agreement shall nnt be unreasonably
wit hheld } with respect to that part of the Area which is adja-
cent to the area of suclh new offer.

ARTICLE;XY
Rensponaibility foriDamages

C I TRACTOR, shall entirely and solely be responsible in
Liw trweod third parties for any damage cauted by CONTRA-
GI'J3X’s exploration operations and shall indemnify the

GOVERNMENT andjor EGPC against all damages for which
they may be held Hable on account of any such operations,

ARTICLE XV1
Privileges of Government Representatives

Duly authorized representatives of the GOVERNMENT
shall hatvc aceess to the Area covered by this Agreement and to
the operations conducted thereon. Such representatives may
txamine the books, regiviers and records of CONTRACTOR
and Operating Company and make z reasonable number of
survey, drawings and tests for the pyrpose of enforcing this
Agreement. They shall, for this purpose, be entitled to make
reazonable use of the machinery ard instruments of CONTRA-
CTOR or Operating Company on the gonditivn that no danger
ot irapediment to the operations hercunder shall arise directly or
Indircctly from such use.  Such representatives shall be given
reasonable assistance by the agents and cmployees of CONTRA.
CTOR or Operating Company so that none of the activities shall
endanger or hinder the safety or cfficiency of the operations
GONTRACTOR or Operating Company shall offer such
reprosentatives all privileges and  facilities zccorded to its own
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The instrument of assignment must include provistons
stating precisely that the assignee is bound by all covenants
contained in this Agreement and any modifications or
additions in wnting that up to such time may have been
made, A draft of such instrument of assignment shall be
submitted to EGPC for review and approval before
being formally executed.

(¢} Any assignment made pursuart to 1ke provisicrs of this Article
shall be free of any transfer or rtlated tzxcs, charges or fees.

() Aslong asthe assignor shall hold anyinterest under this Agree-
ment the assignor topether with the assignee shall be jointly
and scverally liable for all duties and obligations of CONTRA-

CTOR under this Agrecment.

ARTICLE XXI
Breach of Agreement and Power to Cancel

(6} The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decrce, with respect to

CONTRACTOR, in the following instances :

l.

If it knowingly has submitted any false statements to

the GOVERNMENT which were of a materal
consideration for the txecution of this Agreement ;

If it assigns any isterest hercunder contrary to the
provisions of Article XX hereof ; .

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

If it does not comply with any final decision reached as
the result of court proceedings conducted under Article

XXIII paragraph {a) hereunder ;
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or omission of one party, cancellation of this Agreement shall
he effvctive anly against that puty and not a¢ against the
ather party  herete,

ARTHCLE XXIT

Force Majenre

(4} The voneperbomanes or delawe in paformuce by EGPO
amd CONTRACTOR, or ¢itaor of thom of any obligation
under this Agveement sinll o exosed i) and o the oxtent
that, sucli nou-perfovmance or delay is cawsed by forer
majeuve,  The porind of aay such non-peclormance o delay,
together with such period a3 may be accessary for  the rosto-
tation ul any damage done during such delay, shall be ndded
to tic tme given i this Agrvemont for the performance of sach
obligation and  for the priformance  of any obligation
dependent thoreon and  consequently, 1o the term  of this
Agreement, but only with respect to the bluck or blocks
afeeted,

{fy “Force Majowre™, within the moasing of (s sedicls XX,
sivall be any order, regoltion or Jiveetion of the GOVERN-
MENT of the ARAB RUEPUBLIC OF EGYPT, or the
GOVERNMENT of ITALy, with respect to CONTRACTOR
whether promulgated in the form of a law or otherwise or
any act of God, insurrection, riot, war, stike, and other
labor disturbance, fires, floods or any cause not due to the
fault or negligence of EGPCO or CONTRACTOR or cither
of them. whether or not similar to the faregoing, pravided
that any such cause 5 bevyond the reasonable contral of
EGPC and CONTRACTOR, or cither of the them.
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Without preindice to the above and except as may be
otherwise previded hiexein, the GOVERNMENT shall incur
no responsi bility whatscever to EGR{ and CONTRACTOR,
or either of them for any damages, restrictions or loss arising
in concquence of such case of force majrure except a force
majcure caused by the order, regulations or direction of the
GOVERN MENT of the ARAB REPUBLIC OF RGYPT.

If the ftree majeure event occurs during the Initial
Exploration Period or any extension thersof and continpes
in effcct for a peried of six (6} months CONTRACTOR shall
have the option upen ninety (50} days prior written notice
to BEGPC 1o torminate its obligations hereunder without further
liability of any kind,

ARTHCLE XXIi1
DHeputes and Arbitration

Any dispute, centroversy or claim arising out of or relating to
this Agreement or the breach, termination or invalidity
thereof, between the Government and the parties shall be
veferred to the furisdiction of the appropriate AR.E, Courn
and shall be fnally scttled by such Lourts,

Any dispute, controversy or clalm arbing out of or relating
to this Agreement, or breach, termination or invahdity thercof
hetweenn CONTRACTOR and LGPDO shall be settled by
arbitration in accordance with the Arbitration Rules of the
Regional Centie for Commercial Arbitration - Cairo (the
Centre) in effcet on rthe date of this Agreement,  The award
of the arbitrators shall be final and binding on the parties.

The number of arbitralors shall be three,
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{d) Each party shall appoint one arbitrator, If, within thirty

(©

days after receipt of the claimant’s notification of the appoints
ment 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 cheose the third
arbitrator wha will agt as the presiding arbitrator of the tribu-
nal. If within thirty days after the appointment of the second
arbitrator, the two arbitrators have not agreed upon the choice
of the prasiding arbitrator, then cither party may request the
Secretary G:neral of the Permanent Court of Arbitraton 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 Arbitration Rules. Such
presiding arbitrator shall be a person of a nationality other
than A.R.E. or ITALY and of a country which has diplomatic
relations with both A.R.E. and ITALY and who shall have
nQ cconemic Littirest ia tas oil business of the signatories here-
to.

Unless otherwise agreed by the parties to the arbitration, the
arbitration including the 1aking of the award, shall -take
place in Caro, AR.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 Agrecment shall govern.



WAL L i ve G (ab) Py ol Ll Sl Al e

s Y Gl Slel a2 8y ot Joii bzt B O (7]
Lan Gl o llas o1 215 5 OF e 1 WY 5l it ¢ O
Jeads ¢ I oY Wolg oY Lo I o1 LS ang Glas oY op
sl r.';n Lah Loladl \':C":” Azl g3) Wiy ‘,:(,.:Jl ke 44

o (1t ) Jalh 3yl O 51

( Gar~ally daf 3 aalll)
BB gl pud gl
b aubdl ol dis S0V Sl iy Gaaall 20 (1)
o« debn Yy Laalas iy s LY odn Copu Jaldly
SN 35 W e BV o3 a 5 O jaom Y 41 p el s
¢« ol Nl s T el S 2 eld

GL Gl Lod 3 Lo b 1 Q) it d) Bl i ()
Ly ol eafVy sV e s 40l o) ¥ 5T il
Jless el ol 55 Y5 il 3 gimg i ) o]
G Y S egeper S50 7 ol 3 LS o2 o 4l JsL il
Ul qeet o Qaadih & o) pds Vs el SN leaaiss
Sk o S im s vpeper O Py TR RAR)

o Jaall 1aay Aot vor 5 12l rl.C:-T

Bt G pabane als Jalall e | U LR N ) (C)‘
+ :.,_jh.i"‘ﬂ'l alh d Lp-lﬁ- L.'-'"-r"'a“l‘ .::L-‘j.'.!'j".



VeV s e d (b)) PV ol e B

L

- 4 »

(A If for wiatever reason arbitration in accordance with the

(%)

)

above procedure would Biely fail, then the partier agree that
ail disputcs, controversies or claims arising out of or relating
to the Agreement or the breach, termination or invalidity

thereof shall be scttled by arbitration in aecordance with the
UNCITRAL Rules, |

]

ARTICLE XXIV
STATUS OF PARTIES
‘The rights, dutivs, obligations and liabilities i respect of
EGPC and CONTRACTOR lercunder shall be several and
not Jomt or collective, it boing understood that this Agreement
shall not be construed as constituting an assgoistion Of corpe-

tation or partnership.

CONIFBACTOR shall b2 subject o the biws of the place
where it 1§ incorporated regarding its legal status ¢ creation,
organization, charter and by-laws, sharcholding, and ownere
ship. CONTRACTOR's shares of capital which are entirely
held abroad shall not by asgatiable in th: A R.E. and shall
not be offered for public subscription not shall they be subject
to the stamp tax on capital shares nor any tax or duty in the
AR E. CONTRACTOR sl by ecxmmat:d fixa  the
apphcation of Law No. 159 of {981 as amraded.

All partics comprising CONTRACTOR shall bz jrintly and
severally hable for th: performance of thy obligations yadey

this Agree 3ent
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ARTICLE XXV

Local Contractors and Locally
Manufactured Material

CONTRACTOR or Operating Company, as’ the casc may
be, and their contractors shall :

(a)

(2}

Give priority to local contractors as lang as their prices

and performance ar¢ comparable with international
prices and performance,

Give preference to locally manufactured material, equip-
ment, machinery and consumables so long as their’
quality and time of delivery arc comparable to interna-
tionally available materials, equipment, ' machinery
and consumables. However, such material, equipment,
machinery and consumables may be imported for opera-
tions conducted hereunder if the local price of such 1tems
at CONTRACTOR’s or OperatingCompany’s operating
base m A.R.E. is more than ten(10) percent higher than
the price of such imported items belore customs dutics,

but after transportation and insurance costs have
been added.

ARTICLE XXVI

Arabic Text

The Arabic version of this Agreement shall, before the courts
of AR.E. bc rcferred to in construing or interpreting
this Agreement ; provided however, that in any arbitration
pursuant §to Article XXIIT hercabove between EGPC  and
CONTRACTOR the}English and Arabic versions shall both be

reterred to as having equal force in construing or interpreting the
Agrcement.
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ARTICLE XXVII
Gas

{#} If Gas B produced or 3s capable of being produced Fom the

&)

Area, EGPC and CONTRACTOR shall in good faith study
all possible economie alternatives for its use and mutually
agree on the best alternative, The cost and expenses in
the ficld of producing nos-assaciated gas shall be recovered

in accordance with the Cost Recovery Principles of Article
VIL

Production Sharing Principles of Article VIJ shall apply to
the vaint of ussuciated and non-assooiated gas ifsoid for sxport
and not uscd in operations, flared or re-injected.  Howewer,
any Gas not exported outside ARE,, in a Houid or solid stats,
or not used in operations (incuding re-injection}, or not used
internally in the AR.E. with EGPC’s agrecinent pursuant to
Paragraph (a) above shall be the property of the State and
may he utihized by EGPC and EGPG shall not be lable for
payment 30 CONTRACTOR of any costs or expenses res-
pecting any past operations of CONTRACTOR, related to
such fas. Under no circumstances will GONTRACTOR be
responsible for or bear any cost or expenses incurred for
atilizgation of Gas used Interpally by EGPC zlome in the
A.R.E.

Notwithstanding Article 1T (d), in the event of 2 Com-
mercial Discovery in respect of Gas {in circumstances where
CONTRACQTOR is entitled to Gas pursuant to Article
XXV}, subject to the approval of the Mmister of Petroleum
and Mineral Resources the three (3) year period may be
extended by one (1) additional year for the establishment of
Commercial Production frem a Development Block containing
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such Gas if necessary  to allow for the development of a
project for the supply and sale of such Gas to a market incle-
ding the finalization of a contract for the sale of such Gas,
the development of the Gas Reserves and construction of
production and transportation facilities,

ARTIHGLE XXVIII
General

The headings or titles fo each of the Asticles to
this Agrcement are solely for the convenience of the parties hereto

and shall not be used with respect ta the interpretation or constrys
ction of said Articles,

ARTICLE XXIX
Approval of the AR.E. Government

This Agreement shall not be binding upon any of the parties
herete unless and until 3 law s issued by the competent suthoris
ties of the AR.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 governmental enactment, and the Agrevment i
signed by the GOVERNMENT, EGPC, and CONTRACTCOR.

ARAR REPUBLIC OF EGYPT

BY

EGYPTIAN GENERAYL, PETROLEUM CORPORATION
BY

IBOC CO. ING,

BY
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ANNEX A
CONCESSION AGREEMENT
BETWEEN
AR.E and E.G.P.C.
AND
IEGC CO. INC,
IN
NEZZAZAT OFFEHOR AREA
GUILF OF SUEZ
DESCRIPTION OF THE AREA

Anaex <B" 1z an illustrative map at an approximate scale of

1,100,300 showing the Arca covered and affected by 'this
Agrecment,

The Arca measurcs approximately 84.2 sguare kilometres.
It 1 composed of all or part of 42 Fxploration Blocks defined on

a 1 by 1’ grid wsing Latitude 29° 30’ 00* N and Longitude 32°
3% Q07 E as refirence Haos and shown in Annex «BY,

It & w0 be noted that the defineation lines of the mdividual
Exploration Blocks in Annex «B™ are intended to be only illustrat-
tve and provisional and may not show accarately their trus position
in relation to existing monuments and geographical features, The
Area is bounded by a group of straight lines sxcept where the
boundary runs along the Tastern shore of the Gulf of Suez,

in. which case the boundary shall run along the high tide water
iine on such shore,
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Co-ordinates of the corner points of the Area are given in the
following table which forms an integral part of Anncx ¥A™.

NEZZAZAT OFFSHORE AREA

——— T

POINTS
NG,

wd TR W e W B3

i

LONGITUDE
EAST

LATITUDE
MORTH

[ntersection of Lopgitude 23° 127 04"East
with the high tide water fine of the Bastern
iCﬁast of Culf of Suez

28® 4%° GV .86 33% 12 o4

28° 457 I0'.86 330 02 34 .96

L 380 487 4176 330 0 S4T.%6

28" 48" 367122 33 (9" 037533

28° 50 30" -337 330 09T (05".8R4
Intersection of Hae contecting point 6 sad
point of coordinaies

| Long 33* 13' 09°'.02 E, T.af. 28° 43°
(5™ .80 W with high tide water line of
the East Coast of Gulf of Suez.

DUE

Bomth to point 2
West to point 3
North to point 4
East fo paint 3
North to poiot &
South East 1o peint 7

South East aloog the

i high tide waler Jine Exst
] Coast of Ul of Sucz to

point 1 which is the point
of beginning,

i S
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ANNEX (3"
Charter of Operating Company

ARTICLE 1

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYFP1 shall be formed with the authorizas
tiom of the GOVERNMENT in accordance with the provisions
of thizx Agreement referred to below and of this Charter,

The Company shall be subject to all laws and regulations n
furce in the AR.E to the extent that such laws and regulations
are mot nconsistent with the provisions of this Charter and

Agrerment referred o bolow.

ARTICLE I

The name of the Company shall be mutually agreecd upan
hetween EGPC and CONTRACTOR on the date of the
Commercial Diseovery and shall be subject to the approval of the
Minister of Petroleum and Mineral Resources.

ARTICLE 111

The Head Office of Operating Company shall be in the
AR.E. in Qaire,

ARTICLE IV
The ﬂh}{:ﬂt of Gptratmg Gumpany 13 o act as the agency

“through which~ EGPG and IEOC CO ING. a3 CONTRACTOR

wrry out and conduct the Dcvflepment opcrations rf..quu'ﬂd i

accordance with the provisions of the Agrrement signed on the
227d, day of $December,QI1987;by{and : between the ARAB
REPUBLIC OF “EGYPI, THE FEGYPTIAN GENERAL™

PETROLEUM GORPORATION and CONTRACTOR cove-
ring petroleumn operations in the Nezzazat Offilicre Area desaribed

therein.,
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Operating Company shall be the agency to carry out and
conduct exploration operatons altcr the date of Commercial
Dlsccwcry pursnant to Work Programs and Budgets approved; in

accordancc with the Agreement,

Operating Company shall keep account of all costs expenses,
and cxpenditurcs for such operations under the terms, of the
Agreement and Annex ©D% thereto.

Operatingi Compuny shall not engage in any business or

undertake any activily beyond the performance of said ¥ opcrations
unless otherwisc agreed upeon by EGPC and CONTRACTOR]

ARTICLE V

The authorized capital of Opcrating Gompany is twenty
thousand Pounds Egyptian divided mto five thousand shares of
common stock with a value of four Pounds Egyptian per share
having cqual voting rights, [ully pald and non-assessable,

LGPC and CONTRACTOR shall cach pay, for, hold and
own, throughout the life of Operating Company referred  to above,
one half (1) ofthe capital stock of Operating Company provided that
only in the event that cither party should transfer or assign | the
whole or any pereentage of s ownership interest in the entirety
of the Agrccment, may such transferring or assigning§ party
transfer or assign any of the capital stock of Operating Company
and in that cveat, such transferring or assigning party (and its
successors and assigns} must transfer and assign a stock interest
in Operating Company equal to the transferred or assigned [whole
or percentage of 1ts ownership interest in the entircty of the ] said

Agrtemtnt.
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ARTICLE VI

Operating Company siall not owa any right, e, interest
of estate moor unduer thie Agroement or any dcvelupml’:nt lease
ereated thervunder or by way of the Petreleam produced from any
Lxploration Block or Developmoent Nease area thereunder or in
any of the nssets, equipment or ether proporly obtained or used
m conneetion therewith, and shall not be obligated as a principal
for the Snuncihug or performance of any of e dutles or oblipations
of either LGPO or CONTRACTOR ander the Agreement,
Qperating Company shall not make any profit from any source
wihalsocver,

ARTICLE sVil

Opergting Company shall be no more than an agent
tor EGPO and CONTFRAGUOR, Whonever it 1 indicated
nerein that Oponaing Coanpany shall deahde, tike action or make
a proposal and fie Bke, i s anderstood that such declsion ov
judgement is the result of the dechion or judgemeont of EGPC,
CONTRAGTOR, or LEGPO und CONTRACTOR, as rmay be
required by the Agrecmront,

ARTIGLE VI

QOperating Qompany shall fizve o Board of Dlrectors consis«
ting of cight (8) members, bur (4} of wivan shall be desiguated
by EGPFC and the athery Hur {43 by GUNTRACTOR. Tie
Chairman shall be desienated Ly‘ LGP und shall atso bea
Managing Director, CONTRAGTOR  shall  designate the
General Manager who saall alsa bs a Manuging Divector,

ARTHILE IX

Mectings of the Board of Directors shall be walid  iF 2
majority of the Directors are present and anv decision faken at
such meetings must have the alfirmative vote of five ($) or more
of the Dhirectors ; provided, however, that any Director may be
represented and vote by proxy held hy another Director,
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ARTICLE X

General mectings of the Sharcholders shall be walid if a
majority of the capital stock of Operating Company is represented
thereat.  Any decisions taken at such mectings moust have the
affirmative vote of Sharcholders owning of represeniing a malo-
rity of the capital stock.

ARTICLE XI

The Board of Dircctors shall approve the regulations covering
the terms and conditions of employment of the personnel of
Qperating Company employed directly by Operating Company
and not assigned thercto by CONTRACTOR and EGPC.

The Board shall, in due course draw up the By-Laws of
Operating Company and such By-Laws shall be eifective upon
being approved by a General Meeting of the Sharcholders, in
accordance with the provisions of Article X hereol,

ARTICLE XIi}

Opcrating Gompany shall come inte existence within thurty
(30) days after the date of Commercial Discovery as provided for

in the Agrecment,

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

It shall be wound up if the Aprcement referred to above 1s
terrnated for any reason as provided for therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

TIEOC OO0, INC.
Y :
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ANNEX «D”
Accounting Procedure
ARTICLE 1

General Provisions

1. Definitions

The

definitions contained in Article I of the Concession

Agreement shall apply to this Accounting Procedure and have
the samc meaning. Certain accounting terms hercin uscd are
defined as follows :

(@)

\2)

“Agrecment” means the Concession Agreement of which
this Anncx is a part.

“Non-Operator” means the parties to the Agreement
other than CONTRACTOR when it is performing
work.

2. Statements of Activity
(a) CONTRACTOR shall pursuant to Articic I of this

(2}

Agreement and until the coming into existence of the
Operating Company render o Non-Operator within
thirty (30) days of the end of each Calendar Quarter a
Statement of Exploration Activity reflecting all charges
and credits rclated 1o the Exploration operations for that
Quartcr semmanzed by appropriate classifications
indicative of the nature thereof,

Operating Company shall render to0 EGPC and
CONTRACTOR. within fificen (15) days of the end of
cach Calendar CQuarter a Statement of Development
and Exploration Actwity reflccting all charpes and
credits related to the Development and Exploration
operations for that Quarter summarnized by appropriate
classifications indicative of the nature thercof cxcept
that items of controllable material and unusual charges
and credits shall be detailed.
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3. Adjostments and Andits

{6) Each Statement of Exploralion Activity shali  conclusi-
vely he presumoed to be troe and correct after three €3)
months following tic receipt of cach Statement by EGPC
unjess within the said three (3) months EGPC takes
wrnitten, cxeeption thereto pursuant to Article 1V () of
the Agreement. During said three (3) months penod
supporting documents will be  available for  Inspection
by EGFC during all working hours. CONTRACTOR
will have the same audit rights on Operating Company
Stateroents as EGPC under this sub-paragranh.

(6) All Statemceuts of Activity for Development for any
Calendar Quarter shall conclusively be presumed te be
true and correct three (3] months foilowing the receipt
of such staterneut unless within the sald three {3} months
poriod EGTC or CONTRACTOR takes written excep-
tion thereta, Pending expiration of sid  three (3)
months EGPC or CONTRACTOR or both of thom
shall have the right to audit Operating Company
accounts, records and supporting documents for such
guarter in the same manner as provided in Article IV

(£} of the Agreement.

4. Carrency Exchange

CONTRACTOR’s books for Exploraticn and Operating
Company’s books for Development and Expleration, if any, shall
be kept in the A.R.E, in U.S, Dollars. Al U.S, Dollar expendis
tures shall be charged In the amount expended. All Feyptian
Pounds expenditures shall be translated to U8, Dollars at the
official buying ratc of cxchange issued by the Central Bank  of
Egypt onr the first day of the month in which expenditures are
regorded, and all other pon-US. Dollar expenditures shall be
wansiated to U3, Dellars at the buying rate of exchange for such
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carrepcy at guoted by National Wiostminster Bank Limited,
Landon at £0.30 a m. G.M.T,, on the first day of the month in
which expenditures are recorded. A record shall be kept of the
exchange rates used in iransiating Egyptian Poonds or other non-
.8, Dollars expenditures to ULS. Deoltays,

3. Precedence of Docauments

In the evont of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of
the Agreement troating the same subject differontly, then the
provisions of the Agreement shall prevat,

%« Revision of Accounting Procedurs

By mutual agreement between EGPC and CONTRAUTOR
this Accounting Procedure may bz revised from time to time in
the light of future arrangements.

7. No charge for Interest on Investment

Taterest on invostment or any bank fees or charges shadl not.
31 ny time b ehargd as recoverable eost wnder the Agreement,

ARTICLE ii
Costs, Expanses and Expenditarey

Subject to the provisions of the Agreement, CONTRAUTOR
shall alone hear and, directly or through Operating Company
pay the following costs and cxpenses, which costs and expenses
shall be clasified and aliocated to the activities according to
sound and generally accepted accpunting peinciples and treated
and recovired in accordance with Article VII of this Agreement

(. Surface Rights

All direst cost atteibutable io the acqmsition, renewal or
relinguishment of surface vights acquired and maintained in force

for the Area.
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2. .abkour and Related Costs

(4) Salarics and Wages of CONTRACTOR’s or Operating

(B

Company’s employees, as the case may be, dircctly
engaged in the various activities under the Agreement
including salaries and wages paid to peologists and other
employces who are temporarily assigned to and rmployed
in such activities, Such salaries and wages to be
certified by a certified public accounting firm.

Reasonable revisions of such salarics and wages
shall be eflected to take into account changes in
CONTRACTOR’s policies and amendments of Laws
applicable to salaries. For the purpose of this para-
graph 2, and paragraph 3, salaries and wages shall mean
the assessable amounts for AR.E.  Inecome Taxes,
including the salaries during the vacations and sick
leaves, but excluding all the amounts of the other 1tems
covered by the pereentage fixed under (B} below.

For expatriate employees permancently assigned to Egypt .
1. Al allowances applicable to salaries andwages ;
2. Cost of cstablished plans ; and

3. Al travel and rclocation costs of suwch expatriate
employees and their families to and from the
employee’s country or point of origin at the time of
employment, at the time of separation, or as a result
of transfcr from conc location to another and for
vacation (transportation costs for employees and
their families transferring from A.R.L. to another
location other than their country of origin shall
sot be cliarged to A.R.E. Operations).

Costs under this sub-paragraph II (B) shall be
deemned cquat to ninety (90) percent cxcept for emplo-
yees whose families have not been transferred to ARE.,
in which casc the percentage will be sixty {60} percent of
basic salarics and wages paid for such expatriate
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personne! including those paid durng vacations and
sick lecaves as established in CONTRACTOR’s
international policies, chargeable under sub-paragraph
ZA, paragraph 9 and sub-paragraphs 11, A and C of
this Article II,

However salarics and wages during vacations, sick
leaves and disability are covered by the foregoing
percentage. The percentage outlined above shall be
deemed to reflect CONTRACTOR" actual costs as of
the Effective Date with regard to the following benefits,
allowances, and costs :

. Housing and Utilitics Allowance.
2. Commodittes and Services Allowance.

3. oSpecial Rental Allowance.

Vacation Transportation Allowance,
Vacation Travel ‘Expense Allowance,

V.cation Excess '‘Bageage Allowance,

-] @ L

Education Allowances (Children of Expatriate
FEmployces).

8. Hypothetical U.8. Tax Offset (which results
in a reduction of the chargeable percentage).

9. Storage of Personal Efiecis.

10. Housing Refurbishment Expcnse.
1. Property Management Scrvice Fees.
12. Recreation Allowance.

13. Retirement Plan,
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14. Group Life Insurance.

15. Group Medical Insurance.
16. Sickness and Disability.

17. Vacation Plans Paid {excluding Allowable
Vacation Travel Expenses),

18. Savings Plan,
19. Educational Assistance.
20. Mihtary Service Alowance.

21. F.LC.A,

22. Workman’s Compensation,

23. Federal and State Uncmployment Insurance,
24. Personnel Transfer Expense.

25. Any other Costs, Allowances and Benelits of a
like npature as  established In CONTRACTOR’s
International Policies.

The percentage outlined above shall be reviewed at
intervals of three (3) vears from the Effective Date and
at such time CONTRACTOR and EGPC will agree

onn ncw percentages to be used under this paragraph.

Revisions of the percentages will take into
consideration variances in  costs and changes iIn
CONTRACTOR’s international policies which change
or exclude any of the above allowances and benefits,

The revised percentages will reflect as nearly as
posstble  CONTRACTOR’s actual costs of all its
established allowances and benefits and of personnel
transfers.
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(C) Yor eapauriate employces temporarily assigned to Egypt
all allowances, costs of established plans and all travel
relocation  costs for such expatriates as paid in accordance
with CONTRACTOR’s interraticrz]l pelicdes. Suoch
costs shall rnct include any efminisirative cverleed
other than what is mentioned in Ardcle 11 11 (b,

(*DJ Costs  of expenditure or centributicns made pursuant
to law cr asscssment imposed by governniental authenity
whichh are applicable to labcur cost of salarics and werges
as provided under sub-paragraph 2 A and 2B, paragrzph
9 and sub-paragraphs II (a) zr.d IT () cf this Article 1L

3. Benefits, Alowances and Related Costs of National
Employees

Benuscs, overtime, custemary allowsrnces ard berdfits cn a
basis similar to that prevailing fer Qil Conpenics cperating in
A.R.E., all as chargezble under sub-paragraph 2 A, paragraph
9 and sub-paragraphs II (a) and 11 {c] of this Article I, Scverance
pay wil be charged at a fixed ratc applied to payrclls which wil
cqual an amount equivalent to the maximum liability of severance
payment as required under the AR.E. Labour Law.

4. Material

Material, equipment and supplies purchased or furnished as
such by CONTRACTOR or Operating Company.

{a) Purchases

Material, equipment and supplies purchased shall be at
pricc paid by CONTRACTOR or Opcrating Company
plus any related cost and after deduction of all discounts
actually reccived.
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(5} Mawrial Furnished by CONTRACTOR

Material requirgd for operations shall be purchased
dircetly whenever practicable, except that CONTRATOR
may fernish such material from CONTRACTOR’:
affiliates stocks outside the AR.F, under the hollowing

conditions

1 New Material (Condition €A’}

New Material transforred from COXNTRACTORs
affliates warshouse or other properties shall be priced
at cost, provided that the cost of material supplied 18 no
higher than international priges for material of similar
quality supplied om similar terms, prevailing at the time
such material was supplied.

2. Vsed Materinl (Conditions B and a3

(a)

(¢

Material which is in sound and serviceable
conditien and  is suitable for re.use without
reconditioping shall be classed as Condition
“B" and priced at scventy-five perecnt (753%)
of the price of new materialk

Material which cainot be classified as Condis
tion  “H” but  which is serviceable for
oripinal function byt substantially not sutabie
for reconditioning, shall be elassed as Condis
tion " and priced at fifty pereent (50%)
of the price of new material.

Material  which  cannet be  classified  as
Conditian «B" or Condition ¢’ shall he
priced at a value commensurate with its use,

Tanks, buildings and pther eguipment involving
erection costs shall be charged at apphaable
percentage of knocked«down new price.
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icy Warranty of Materials Furnished by CONTRA-
CTOR

CONTRACTOR does not warrant the matermal
furnished beyond or back of the dealer’s or manufact-
urer's guaranty ; and in case of defective matertal,
credit shall not be recorded until adjustment lias been
received by CONTRACTOR from manufacturers or

their agents.

5. Transportation and Employce Relocation Costs :

(2) Traonsportation of equipment, materials and supplies
neccssary for the conduct of CONTRACTOR’s

activities,

(#) Business Travel and Transportation expenses to  the
extent covercd by established policies of CONTRACG-
TOR or with regard to Expatriates and Nationals, as
incurred and paid by, or for, employees in the conduet
of CONTRACTORs business,

(¢) Employees transportation and relocation costs for
National cmployces to the cxtent covered by established

poiicics,

6. Services

rg} Qutside services, The costs of contracts for consultants
sctvices and utilities procured from third parties.

'b) Cost of scrvices perfornied by EGPC or by CONTR.
ACTOR or their affiliated Companics in  facilitics
instde or outside the AR.E. Regular, recurring
routine services, such as interpreting magnctic tapes
andfor other analyses, shall be performed and charged
by EGPC andfor CONTRACTOR or their Affiliated
Companics at an agreed contracted price.  Major
prejects involving engineering and design services shall
be performed by EGPC andjor CONTRACTOR or
their Affiliated Companics at a ncgotiated contract
Amcunt,
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{r} Use of EGPC’s CONTRACTOR's or their Affliated
Companies” wholly owned equipment shall be charged at
a rental rate commensurate with the cost of owrnership
and operation, but not in excess of competitive rates
currently prevailing in the A.R.E,

{d} CONTRACTOR’s and its Affiliated Companies’ rates
shall nut include any administrative or overhead cnsts
otlicr than what is mentioned in Article 1T 11 (b).

7. Damages and Losses

All costs or expenses, necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any other
causc not controllable by CONTRACTOR. through the exercise
of reasonable diligence. CONTRACTOR or Operating Com-
pany shall furnish EGPCG and CONTRACTOR written notice of
damages or losses incurred in excess of ten thousand (10,0000 U.S.
Bollars per occurrence, as soon as practicable after report of the
same has been reccived by CONTRACTOR or Opcrating Com-

pany.

. Imsurapnce and Claims

The cost of any public liability, property damage and other
msurance against liabilities of CONTRACTOR, Operating
Company andfor the parties or any of them to their employces
andjor outsiders as may be required by the laws, rules and regula-
tions of the GOVERNMENT or as the pariies may agree upon.
The proceeds of any such insurance or claim collected shall be
eredited againsi operations.
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oo intureree is easried for a particular risk, all related
aeteal expenditures ipensred and paid by COCNTRACIOR or
{}pf‘mtizag Company i scitlement of any and all Josses, clahing,

damages, Judgoments urd eny other openses, ircudirg logad
SCTVICES,

/+ Indirect Expenses

Conp overheand and focilities such as thore base, warchouses,
WaNTE Sysum, mad psuns, saluries ard oxponses of ficdd suporvie
3y pasnd, Bod dals, cadstents, widolar genaal onployes
rdicady savirg ile Ana,

1¢. Legal Expenses

All costs and oxpunses of Higotion, or legal services siherwise
feeessary of tapedient fr dhe protection of the Area, induding
attorney’s Iees and cxpenses as hucinafter provided, wgether with
all judgements ubtained against the parties or any of them on
account of the opurations ender the Agrcunent, asd actual
expenscs inewrred by ooy party of pattics horelo i securing
evidence fur the puipose of defonding agaiust any  action or daim
prosecuted or wrgid against the perstions or the subject matter
of the Agiccunnt, In the cvent aotions or claims aflvcting the inters
ests hercunder shall be handicd By the legal staff of ane or more
of e pattics reto, u charge commensurate with cost or PrOVia
ding und fornishing such wrvices mey be made to operations.

11, Administrarive Overhead and General Expenses

(a) While CONTRACYOR is conducting Lxpleration
activitics, cost of staffing and maintaining CONTRA
CTOR’s head office o the ARE. and/or other offices
established in the ARVE  as appropriate other than
ficld offices swhich will be charged as provided in Article
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I, paragraph 9 above and excepting salaries of emplo-
yees of CONTRACTOR who arc temporarily assigned
to and directly serving on the Area, which will be
charged as provided in Article II, paragraph 2 above,

(b)) CONTRACTCR's administrative overhead outside the

A.R.E. applicable to the AR.E. Exlporation operation
shall be charged each month at the rate of five percent
(59, of total Exploration expenditures while CONTRA-
CTOR is conducting Exploration activitics, provided

that no administrative overhead of the CONTRACTOR
outside AR.E., applicable to the A.R.E. Exploration

operation will be charged while Exploration activities
are being conducted following the formation of the
Operating Company. No other direct charges as such
for CONTRACTOR?'s administrative overhead outside
the A.R.E. will be applied against the Exploration
obligation. Examples of the type of costs CONTRA-
CTOR is incurring and charging hereunder due to
activities under the Apreement and covered by satd
percentage arc

1. Executive - Time of cxecutive ofhicers.
2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment

and supplies.

4, Exploration and Production - Directing, adwvi-
sing, and controlling the entire project.

5. Other departments such as legal, comptrollers
and engineering which  contribute  time,
knowledge and experience to the operations,
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The foregoing does not preclude charging for direct
service under sub-paragraph 6 (b) of this Articie IL,

{r} While Opcrating Company is conducting activitics,
Operating Company's personnel engaged in geoeral
clerical and oflice work, supervisors and officers whose
tme is gencrally spent in the main office and not the
ficld, and all ecmployees generally considered as general
and administrative and not charged to other types of
~expense will be charged to operations. Such expcnscs
shall be allocated each month between Exploration and
Development operations according to sound and practi-
cable accounting mecthods.

12, Countipning CONTRAGTOR Costs

Costs of CONTRACTOR activities required under the
Agrcement and incurred exclusively in the AR.E. after Opera-
ting Company 1s formed.  No sales expenses incurred outside or
mnside the AR.E. may be recovered as a cost,

1. Other Impositions

All taxes, duties or levies paid in the A.R.E. by CONTRA-
CTOR or 'Dper:l.l:ing Company with respect to this Agreement
other than those covered by paragraph (f} (I) of Article {I1 of
this Agrecment.

(4. Other Expenditures

Any costs, cxpenses or expenditures, other than those which
are covered and dealt with by the foregoingl provisions of this
Article FI, incurred by CONTRACTOR or Operating Company
under approved Work Programs and Budgets.
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ARTHCLE 11
Inventeries
1. Periodic Inventories, Notice aad Representation

At peasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating Com-
pany of the operations matesials, whichk shall include all such
material, physical assets and construoction prajects, Written notice
of intenuon to take inventory shall be given by Operating
Company te EGHC and CONTRACTOR ac least thirty (30)
days before epy  invemtery B to bogin so that EGPO and
CONTRACTOR may be ropresented swhen an imventory is
taken. Failure of EBEGPC oandfer CONTRACTOR o be
represepted  at an inveptory  shall bind them  to accept the
inventory taken by Opetating Cempany, who shall in that event
furnish the party not veprosented with a0 copy thereoll

2. Reconciliation and Adjustment of [uventories

Reconciliation of Inventery shall Be made by CONTRA-
CTOR and EGPC, and a  list of overages and shortages shall
be jointly ditermined by Operating Company and CONTRA-
CTOR and EGPC, und the inventory adiuvsted by Operating
Company.

ARTICLE 1V
Cost Recovery

1. Statements of Recovery of Costs and of Cost Revovery
Cride Oil
CONTRACTOR shall, pursuant to Article VII of this
Agresmoent, render to BGPO as promptly as practicabls bui not

fater than filteen (15) days after reccipt from Qperating Company
of the Statements for Development and Exploration Activity for

the Calendar Quarter a Statement for that Quarter showing ¢



s,

YARA L patios Yo U () YV 2wl = R TS 2l Y 0%

[Ty
sy’

day e i

N R L ATt e
At

v Rt C.:J 133 Mi; el L’iH .ﬂ.hﬁ..-‘:ﬂ '-i,__-;d_,ﬂ (....n::}ﬁ:;ﬁ — X

L gty QBTN sl LY GMS-JI ;;ia:i" Zo il and o g
* L- @JH d—-ﬂ-i] nijim: ﬁ::i ‘J;.—ﬂ:} ;}jﬁh

LI lﬁ"} o 1:].:*’:1»“1 1 L.leﬁ...ji ﬂl.q.:'; e

L
T L L
b o ,;:ﬁ

IR Wb B3 mull AT p BeVe s der U etRll A3 o aTe e
b A ﬁéu““*r‘l X o SIME a3 fes g 3 LA el

. lodang O
Cowageall o X

iy AL e G Rlgl Gectr alr 2ams 5 s5alh LA gt 1
W e SRS PL P PR e gt Jahl
s gLt A Bl wde e (T ol b ol Gakt 1N s 0 5,530
o (s ) sty (el Ba8E Tl iy Jdie o St €8S 1 Gt
AN ety }:_f?:r.,lﬁ { }_,,:.:3 }j.i:.'ﬁ ﬂﬁ Et‘-_*...::ju R &0 L‘iﬁ:ﬁii saf aB g
R 4 ﬁj;! ?“’_Jmi ;}5 ".}.:ui_g mf‘}t ;J..‘M.:ii f_::if’:?ji .:,;Ejifj«h _E__'l‘i""i
o sta il AL Repiall ALSL 550 Wy o LY 4
: l—i‘__imﬂt ﬁ?,;}:_.:’ﬁ u.amﬁu.ﬁ ?w'ﬁ ﬁqr}t} U&.}L‘i EE‘}'.\-HJF - ¥

M‘E {nln'nﬂ ‘:"‘ﬁ.;“ u&fu N Lrliserone doadt O} 8 St Mqﬂ
;M W { i ) ’hw E:-L.I\‘ :H,..sr_,....e:ﬂ 1155} L.....f.‘- ua:jifﬁ?r .ﬁfb_;-‘_....u‘“f
sdoid T e Al B, 390 ¢ A ST INa. LItV

_ : : _ M -
. h,a‘w! Ls o L T o ;.ﬂ ulﬂ J;‘Ell J_}-.ﬂ,n- L | L_.i_,.“‘..ﬁt



\ay VAAA L undinen \agj(c,Lr)' IR UER TV R W [ FTPN)

(f} Recoverable costs enrricd from the pravisus Qurter if
any.

(1) Recoverable costs incurred and paid during the Qsarter,
{t} Total recaverable costs for the Quuarter (i} & (i},

fisy Valar of (T3t Rocovery Crude  Of takea and 32T~
tely dispaed of hy GONTRACTOR for the Quarter,

{p) Anount of coste recoverad for the Q.

fui} Amsunt of pocovarabls ootz eaeriald faty s vt ding
uarter, if any,

(#1) Excoss, if any, of ther vilue of Gnt Reewsey Jerte
QiF exlezn and wparatsly dhissed of by CONTRATITOZ

uar oxts ragowverad D the Qnrter,

2. Payments

If such Seatemcnt shows an amoamt dae BGPZ, Paymont of
that amouant shall by muds in US, Dolhre by CONIPRACTOR
with the rendition of such Stutement. [T CONTRACTOR fiils
to maks any such paymo:nt ty EGPD on the date when such
payment is due, then CONTRACTOR shall pay an iutorest of
2.3% higher thin the London Interbank Barrowing Gffered Rate
{LTBOR) for three (3] months U8, Dollars deposits prevailing on
the date such interest is caleulated,  Such interest payment shall

not be recoverable,
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3. Setdement of Excess Cost Recovery Crude 0il

EGPC having the right to take its entitlernent of Excess Cost
Recovery Crude Oil under Article VII (a) of this Agrecement, 1n
kind during the said Quarter, a settlement shall be required with

the rendition of such Statements in case CONTRACTOR has
tzaken more than 1ts own cntitlement of such cxcess.

4. Audit Right

EGPC shall have a period of twelve (12) months from receipt
of any statcment under this Article IV in which to audit and raise
objection to any such Statcment. EGPC and CONTRACTOR
shall agree on any required adjustements.  Supporting documents

and accounts will be available to EGPQ during said twelve (12)
months period.

ARTICLE V

Coatrol and Major Accounts
I. Exploration Obligation Coatrol Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offietring contra account to control
therein the total amount of Exploration Expenditures reported
on Statcments of Activity prepared per Article I {2) a. hereof, less
any reductions agreed to by EGPC and CONTRACTOR follo-
wing wrilten exceptions taken by a Non-Operator pursuant lo
Article I (3) a. hereof, in order to dctermine when minimum
Exploration Obligations have been met.

2. Cost Recovery Control Account

CONTRACTOR will establish a Cost Reccvery Control

. . 1 1

Account and an offsctting contra account to control therein the
_— . . -

amount of cost remaining to be recovered, if any, the amount of

-—

rost recovered, and the value of Excess Cost Recovery Crude Oil,
i any,
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3. Major Accounis

For the purpese of classifying costs, expenses, and
expenditures for cost recovery as well as for the purpose of
establishing when the Exploration Obligation has been met,
costs, expenses and expenditures shall be recorded In major
accounts including the following

Exploration Expenditures,

Development  Expenditures other  than  Operating
Exponses,

Operating  Expenses.
Necessary sub-accounts shall be wsed.

Revenuc accounts shall be maintined by CONTRAUTIOR
to the axtent necessary for the control of recovery of costs and the
trcatment of Cost Recovery Crude Oil

ARTICLE Vi
Tax Implemientation FProvisions

Tt is understood that IEOC shall be subjeet to Egyptian
Income Tax Laws except as otherwise provided in this Agreement,
that any A.R.E. income taxes paid by EGPC on IEQC's behalf
constityte additional income to IEOC and  this additional
income is also subject to A R.E.  Imcome tax, that is “grossed-

ap.

IEOC’s annual Income, as determined in Article YII (f) 2,
less the amount equal to IEOC's grossed up Egyptian income tax
Liability, shall be 1EOQC’s Provisional income™.
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The tgross-up value” is an amount added to Provisional
Income to give “Taxable Income”, such that the gross-up valuc
is equivalent to AR.E. income taxes,

THEREFORE :
Taxable Income = Provisiona! Income PLUS Gross
up Value
And
Gross-up Value = AR.E. income Tax on Taxable
Income

If the “A.R.E. Income tax ratc”, which means the cffective
0T composite tax rate due to the various AR.E taxes levied on
income or profits, is constant and not dependent on the level of
income, then,

Gross up Value == AR.E income tax rate TIMES
Taxable income.

Combining the first and last equations above,

Gross-up Value = Provisicnal income X Tax Raie
| - Tax Rate

Where the tax rate is expressed as a decimal.

The above computations are illustrated by the following
nutnerical example. Assuming that the Provisional income 1s
$ 10 and the A.R.F income tax rate is 40 percent, then the Gross-
up Value is equal to

$10X 0.4 = $6.67

1 -0.4
THEREFORE : $
Provisional income 10.00
PLUS Gross-up Yaluc 6.67
Taxable Income 16.67

LESS : AR.E. Income Taxes at 40%, 6.67
IEQE’s Income after taxes 10.00
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