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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

| BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND

BP PETROLEUM LIMITED PARTNERSHIP
. N
ABU ZENIMA OFFSHORE AREA
GULF OF SUEZ

Lhis agreement made and entered on this Twenty ninth
gay of December 1687, by and between the ARAB
REPUBLIC OF EGYPT (hereinafter referred to variously as
“A.R.E.” or as the “GOVERNMENT®”), the EGYPTIAN
GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended (hereinafter referred
o as “EGPC™) and BP PETROLEUM LIMITED PARTNER-
SHIP, a cempany formed under the laws the | . T'¢
United States of America (hereinafter referred to variously as

WHEREAS, ail minerals including petroleum, existing in
mines and quarries in A.R.E. including the territorial waters, and
in the sea bed subject to its Jurisdiction and extending beyond the
territorial waters, are the property of the State ; and ©°

b

WHEREAS, EGPQ has apphed for an exclusive concession
for the exploration and exploitation of petroleum in and
hroughout the area referred to in Article II, and described in

Annex «A* and shown approximately on Annex “B” which are
attached hereto ‘and made part hereof ; and
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WHEREAS, BP agrees to undertake its obligations provided
here 1nafter as Contractor with respect to the exploration, develo-
pment and production of petroleum in said Area ; and

WHEREAS, the Government desires hereby to grant such
Concession ; and

WHEREAS, the Minister of Petroleum and Mineral Resour-
ces pursuant to the provisions of Law No. 86 of 1956, may enter
into  a concession agreement with EGPC and with BP as a

contractor in the Area,

NOW, Therefore, the parties hereto agree as follows :

ARTICILE 1
Definitions

(a) “Exploration” shall include such geological, geophysical,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
holes, core holes, stratigraphic tests, holes for the discove.y
of Petroleum or the appraisal of Petroleum discoveries and
other related holes and wells, and the purchase or acquisition
of such supplies, materials and equipment therefor, all as may
be contained in the approved Work Programs and Budgets.
The verb ‘“explore’ means the act ~f con ducting exploration

() <Development’ shall include, but not be limited to, all the
operations and activities pursuant to approved Work Pro-
grams and Budgets under this Agreement with respect to

(¢) the drilling, plugging, decpening, side tracking, redrilling,
completing, equipping of development wells, changing
of the status of a well, and



:_;_14,.1\ E;L..a, 'ia.\;.} _,.SJ‘:; slaily Awdia g waiy — X
cld, daladli AN P J»L.ll_, Ol Sguad g Lo ghrely
BNy Jg 2t ) anay 6y Sl dadl LT Jantis £6Y
el ek Jadl Jii 1387y qlmsly algy Cadlaey 4
-u_,;L_.JI cg_,a-&l Sleg 2l )93 askazul 9 ‘\LLM #JLJ‘LLH
. a:lara\.l

iy el sl oF Jlet e Ln g pAdls Jidly — v
(\') (\)._;le_buaj&h ksl 4kl & g U ,1

bJ.L...S"_, ULS u)&..:-lul;‘}sui (-L:;H J” nLu((J_gJ..J| @
‘u;j_}-\a.g.“ 3\".“ %bﬂ ..__JL.:._.,..__,.I.'J‘ LJ‘ ‘_,«U:L‘.“ l.p.“_g JL!J‘_’
Hgalcdj_a.ﬂ\rﬁj\cﬁj@‘“d@ﬂ&uﬂdfd.
S BV ede atie bl G e Bde s (6 ST 4D
' o lgn gt B I sl LIS

shobas € 23 5T @ f-utn ol _,i C FL et e gty (o)
orly e Byl Tl G 04T Gkl oy peiis by;»-u
La.H -gri _,L.” dalw Lg-\.” _ﬁ ladl ‘_}.49 x....ﬂ|}4 (3 JT

u.:f..ll,

....;:LJ‘ 49\53 u:-L.al‘ _;«.s:-_g ;.__,a-LA.“ \j'““:'” Ln." g { L_.n.“ h) (..h)
- '?‘""l‘ C...;,:-_g L,M‘dﬁLJUIL_;}““ﬂL_JhA_“
vl SR et ol s ¢ @ dog I G g Seyid!

Sb o0 bl (6%) Omisly O 0 08D € Jn I 5 ()
3 oo d> (_51" Yaas ML )l:S 4:5_,‘% il .__,ll'y,“

¢SS e Gy ‘("\*') s



AP R Tt T8 () S L)l B )

W design, engineering, construction, installation, servicing
and maintenance of equipment, lines, systems, facilities,
plants and related operations to produce'fand {opera te
said devclopmcnt wells, ta]ﬂng, saving, treating,
handling, storing, transporting and delivering petroleum,
repressuring, recycling and other secondary recovery
projects, and

(fif) transportation, storage and. any other work or activities
necessary or ancillary to'the activities specified in (1) and

(#1).

(¢) <Petrclern.” reeers liquid crede ol o varicus  densities,
asphalt, gas, casinghead gas and all other hydmcarbon
substances that mav be found in, and produced or otherwise
obtained and ‘saved from the Area under this Agreement,
‘and all substances that may be extracted therefrom.

(d) <«Liquid Crude Oil” or “Crude Oil” or «Q01]” mean> an,
hydrocarbon produced from the Area which is In a liqud
state at the wellhead or lease separators or which 1s extracted
from the gas or casinghead gas in a plant. Such term
includes distillate and condensate.

(¢) “Gas” is natural gas both assoclated and non-associated,
and all of its constituent elements produced from any well
in the Area and all nonhydrocarbon substances therein. Said

term shall include residual gas.

(f) A “Barrel” shall consist of forty-two (42) United States
gallons, liquid measure, corrected to a temperature of sixty
degrees (60) Fahrenheit.




LAAA T paas YA vé'.(ﬁt) Y'a sandt — e o 2V
L iy Pz S5 SN S P ot alae € 4yt S0y ()
LIS Uy Log (Po) N a5 Y e oYl sl gl e
,_L.J he_,d\_,...ﬁl\c,.ﬁ:-dc.ﬂ;gjﬁ ob e« L.L.:HJJ;.,)Q
A3 e Gl dmy ¢ e fly Yol AL LS
g do gl 3 Jo Y doea rW) e 8,00 T Ll 6 pme
4Gs e (/o) padl & cadior don (Foee) ST X

n Lz g A0 el JUST 6 an € %l PAPRHESIFR

.,_,.:JL-- B2 :..;\.LY\ e-!».h .::.: C.s_,: @) u*"’ (4 ;_}L,..J\ Cv)h » (.L)
¢ u\u\f in:-J‘ o‘yw\ PR J Lﬂll 4..4]1_, M}Car.!‘

e (AY) 2o 51 3,5 Bline € Lo g1 21 2 51 € & (6]
o 3N (,_IJE':H 3

il gd) il L et JLAY T ke ¢ LA oy (4)
ErE 2
gl e ¢ Pt (VY) e G b @ )l VD (J)
eerp e
S e ¢ U S 2y ()
7 o, Y Ul WL, et 355 1N

-I..'E' _ﬂ ;__r..ﬂ.:.n ‘S}LA KJ,_“J\ o LA ;,_}L..-JT) {'{"‘j 4l o ._;[;\,;‘.-_-.u.i
_;"llé 4 :..:;u;\.'ﬂ a.ll'- "5‘_.?&"{ ..'!@-.U ;_,_:Ll



R T L (:it} VA e — e Jl 3 ali

-— -

{g) “Commercial Well” means the first well on any geological
feature which after testing for a period of not more than
thirty (30) consecutive days where practical, but in any event
In accordance with sound and accepted industry production
practices, and verified by EGPC is found to be capable of
producing at the average rate of not less than three thousand

(3000) barrels of oil per day (BOPD). The date of discovery
of a “Commercial Well” is the date on which such well is

completed and tested according to the above.

(#) “AR.E.” means ARAB REPUBLIC OF EGYPT.

) *“Effective Date” means the date on which the text of this
Agreement is signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law i 1ssued.

{3) <Year” or “Calendar Year” means a period of twelve (12]

months according to the Gregorian Calendar.

{k) “Financial Year” 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 accor-
ding to the laws and regulations of the A.R.E.

{(m) An “Affiliated Company” means a company :

() the share capital, conferring a majority of votes at stock.
holders’ meetings of such company, of which is owned

directly or indirectly by a party hereto ; or
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(#) Which is the owner directly or indirectly of share capital

conferring a majority of votes at stockholders’ meetings
of a party hereto } or

(#) Whose share capital conferring a majority of votes at
stockholders’ meetings of such company and the share
capital conferring a majority of votes at stockholders’

meetings of a  party hereto are owned directly or
indirectly by the same company.

"(n): “Exploration Block™ shall mean an area, the corner points
of which have to be coincident with 3’ x 3’ latitude and
longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the
Area covered by this Concession Agrcement as set out n

Annex ¢“A”,

(0) ‘Development Block™ shall mean an area, the corner points
of which have to be]coincident with 17 X 1’ latitude  and
longitude divisions according to the International Grid
System where possible or with the existing boundaries of the

‘Area covered by this Concession Agreement as set out in ‘An-
nex <A%,

(p) “Development Lease (s)” shall mean the Development Block
or Blocks covering the geological structure capable of produ-
ction, the corner points of which have to be coincident with
1’ x 1' latitude and longitude divisions according to the
International Grid System where possible or with the existing
boundaries of the Area covered by this Concession Agreement
as set out in Annex “A”.

(‘}’) «“Agreement’’ shall mean this Agreement.
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ARTICLE 11

Annexes to the Agreement

Annex “A’ 1s a description of the Area covered and aflected
by this Agreement, hereinafter referred to as “The Area’.

Annex “B” is a provisional illustrative map on the scale
of 1 : 250,000 indicating the Area covered and affected by
this Agreement and described in Annex “A”.

Annex “C” is the form of a charter of the operating company
o be formed as provided for in Article VI hereot.

Annex “D” is the Accounting Procedure.

Annexes “A”, «B”, «C”, and “D” to this Agreement are
rereby made part hereof, and they shall be considered as having
rqual force and cffect with the provisions of this Agreement.

ARTICLE I1I

Grant of Rightsuand__Term]
The GOVERNMENT hereby grants EGPC and CONTKA.

CTOR subject to the terms, covenants and conditions set out in
this Agreement, which insofar as they are contrary to or inconsis-
tent with any provisions of Law No. 66 of 1953, as amended, shall
kave the force of Law, an exclusive concession in and to the Area
described in Annexes <A and <“B”.

‘(&) The GOVERNMENT shall own and be entitded, as hereina-
fter provided to a royalty in cash or in kind of ten (10)
percent of the total quantity of Petroleum produced and saved
from the Area during the development period including
renewal. daid royalty shall be borne and paid by EGPC
and shall not be the obligation of the CONTRACTOR. The
payment of royalties by EGPC shall not be deemed to result
In income attributable to the CONTRACTOR.
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(6) An initial exploration period of two (2) years shall start ﬁ‘om
the Effective Date. Three (3) successive extensions to the
initial exploration 'perlod of one (1) year each,ithe first of
which is hereinafter called the “Second. Exploration Period’
and the second of which is hereinafter called the “Third
Exploration Period” and the third of which is hereinafter
called the “Fourth Exploratmn Period”, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30)
days prior written notice to EGPC and subject only to its
having fulfilled its-obligations hereunder for the then current
period. - This Agreement shall be terminated if no Commer-

cial Discovery is established by the end of the fifth (Sth} year
of the exploration period. However, such period may be
extended at CONTRACTORs option for up to six (6)

months to enable the completion of drilling and testing of any
well actually drilling or testing at the end of the five (5) vear
exploration period. The election of ‘EGPC to undertake a

sole risk venture under paragraph {c) immediately hereafter
shall not extend the exploration period nor affect the termina-

tion of this Aqreement to CONTRACTOR

(¢) “Commercial Discovery” : After discovery of a Commercial
Well, GONTRACTOR Shall unless 0therw15e agreced upon
with EGPC. undertake as part of its Exploratmn program
the appraisal of the discovery by drilling one or more
addltmnal appraisal wells, to determine whether such disco-
very 1s worthy of being developed Lommermall}, takmg Into
consideration the recoverable reserves, preductlon plpehne

and terminal facilities required, estimated crude oil pI‘ICE:S

and a.ll other relevant technical and economlc factors,
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A Commercial Discovery may consist of one producing
reservoir or a group of producing reservoirs which after
appraisal is worthy of being developed commercially.
CONTRACTOR shall give notice of a Commercial
Discovery to EGPC immediately after the discovery is
considered by CONTRACTOR to be worthy of commercial
development but in any event not later than the completion
of the second ¢Exploration” appraisal well, or eighteen
(18) months following the date the of discovery of the
discovery of the Commercial Well whichever is earlier :
except that the CONTRACTOR shall also have the
right to give such notice of Commercial Discovery with
respect to any reservoir or reservoirs even if the well or wells
thereon are not “Commercial”’ within the definition of “Com-
mercial Well”if] in its opinion, a reservoir or a group of reser-
voirs considered collectively, could be worthy of development.

Following receipt of such notice EGPC and CONTRA-
CTOR shall meet and review all appropriate data with a
view to mutually agreeing upon the existence of a
Commercial Discovery. The date of Commercial Discovery
shall be the date EGPC and CONTRACTOR mutually

agree that a commercial Discovery exists.

If Crude Oil is discovered but 1s not deemed
by CONTRACTOR to be a Commercial Discovery under
the above provisions of this paragraph (c), EGPG shall one
(1) month after the expiration of the period specified above
within which CONTRACTOR can give notice of Commer-
cial Discovery, have the right, following sixty (60) days notice
in writing to CONTRACTOR, at its sole cost, risk and
expense, to develop, produce and dispose of all Crude Oil
from the geological Lature on which the well has been drilled,
Said notice shall state the specific area covering said geolo-
gical feature to be developed, the wells to be drilled, the
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production. facilities to}be installed and EGPC's estimated.
cost thereof, ..Within thirty (30) days after receipt of said .
notice GONTRACTOR »umay in writing elect ¢o develop such -
area as provided for infthe case of Commercial Discovery -
hereunder.. Ingsuch event allterms of this Agreement shall. .
continue, ol apply to the specified; area.

It GONTRACLIOR elects not to develop such arca, the .
specific area covering said gcologlcal feature shall be set aside
for sole risk operations by EGPC, such area to be mutually
agreed upen by EGPC and CONTRACTOR on the basi:
of good oil industry practices. EGPC shall be entitled to

“

perform, or in the event Operating Company referred to in
Article VI has come into existence, to have Operating Com- -
pany periorm, such operations for the account of EGPG and-
at EGPG’s sole cost, risk and expense. . When EGPC has
recovcred from the Crude Oll produccd from such spcmﬁc
area a quantlty of Crudc 01! equal In value to three hundred
(300) pcrccnt of the cost it has incarred in carrying out the
sole risk operations, CONTRAGTOR 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 EGPC one hundred (100) perc-
ent of such costs incurred by EGPC. Such one hundred (100)
percent payment shall not be recovered by CONTRACTOR.
Immediately following such payment the specific area shall
either (i) revert to the status of an_ordinary Development
Lease under this Agreement and thereafter SIiall be opcrated
in accordance with the terms hereof ; or (11) altecrnatively, in
the event that at such time EGPC or its Afﬁhated Compan)r
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is conducting all development operations 1n the area at its
sole expense and EGPC elects to continue operating, the area
shall remain set aside and CONTRACTOR shall only be
entitlled to its production sharing percentage of the Crude
Oil as specified in Article VII (b) below. The sole risk
Crude Oil shall be valued in the manner provided in Para-
graph (c) of Article VII. In the event of any termination
of this Agreement under the provisions of paragraph (b)
above this Agreement shall, however, continue to apply to
EGPC’s operation of any sole risk venture hereunder,
although such Agreement shall have been terminated with

respect to CONTRACTOR pursuant to the provisions of
sald paragraph (b) above.

(d) The development period of each Development Lease shall
be twenty (20) years from the date of issuance thereof. This
period may be renewed for an additional period of five (5)

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 shail be mutu-

ally agreed upon by EGPC and CONTRACTOR and be sub-

ject to the approval of the Minister of Petrolenm and Mineral
Resources. Such area shall then be converted automaticlly

into a development lease or leases 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 accord-
ance with good o1l field practices and accepted petroleum
engineering principles, until the field is considered to be fully

developed. In the event no Commercial Production of

Petroleum 1n regular shipments is established in any Develo-
pment Block within three (3) years from the date of the appr-
oval of the Mimister of Petroleum and Mineral Resources
referred to hereinabove such a Development Block shall
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immediately be surrendered, provided that each Deve-
lopment Block in a Development Lease being partly
within the radius of drainage of any producing well in such
Development Lease shall be considered as participating in
the Commercial Production referred to above. However,
such three (3) year period may be extended by an additional
period not exceeding one (1) year subject to the approval
of the Minister of Petroleum and Mineral Resources,

() CONTRACTOR shall bear and pay all the costs and expen-
~sesrequired in carrying out all the operations under this
Agreement but such costs and expenses shall not include any

interest on investment, and CONTRACTOR shall ook onl

_____

to the Petroleum to which it is entitled under this Agreement
L0 recover such costs and expenses. Such costs and expenses
shall be recoverable as provided in Article VII, During the
term of this Agreement and its renewal, the total production
achieved in the conduct of such operations shall be divided
between EGPC and CONTRACTOR in accordance with
the provisions of Article VIL

¢ 1. Unless otherwise provided, BP shall be subject to Egyp-
tam.ingome tax laws and shall comply. with the
requirements of such laws with respect to the filing of
Feturns, the assessment of tax, and keeping and showing
of books aitd records. -

2. BP’s annual income for Egyptian income tax purposes
under this Agreement shall be ar amount calcalated as -
follows = - |

The total of the sums received by CONTRACTOR
irom the sale or other disposition of all Crude Qil acqui-
red by CONTRACTOR pursuant to Article VII,
paragraphs (a) and (b) ; Reduced by : |
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() The costs and expenses of GONTRAGTOR ;

(#) The value as determined according to paragraph
(c) of Article VII,- of EGPC’s share of the Excess
Cost Recovery Crude Oil repald to EGPC in cash

or in kind, if any,

Plus :

‘An amount equal to BP’s Egyptian income taxes
grossed up in the manner shown in Annex D 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 amortization, without regard to the percentage limita-

‘tion referred to in the first paragraph of Article VII (a)

(1). All costs and expenses of BP i conducting
the operations under this Agreement which are not

controlled by paragraph (a) of Article VII as above

~ qualified shall be deductible 1 accordance with the

‘provisions of the Egyptian Income Tax Law.

EGPQC shall assume, pay and discharge, in the name and
on behalf of BP, BP’s Egyptian Income tax out of EGPC’s
share of the Crude Oil produced and saved and not used
10 opcrationé under Article VII, All taxes paid by
EGPC in the name and on behalf of BP shall

be considered income to BP.

EGPC shall furnish to BP the proper official receipts
evidencing the payment of BP’s Egyptian income tax



VA L el T (6 ) P M e il py

a_,.)t..n Yl Yl oda ..JJSC- Il g o ditudl 4o -J.aJl CJl g
¢ OYlgyVloan 12 4 sk 35 I SELJS

555 ¢ BUVI da 55 LS ¢ % all il i o
b ) e r 3 sl Jai.‘.'...iu..ﬂ &.Ui e 4l «hL,:
o330 o P e Gl e (Lt e Ll el
Wlsy ¢ Cobually &bt b, o 4 ally 4l J1
o b WLl b, T el di 3 LSl ellis
,‘_:.U-Lo it o g0 peiow b_,ar.q..u\rl -,-L,J‘i_,l..d_,_,.c_.,.c:u;
Q,.L.a_gjall ._,ﬁ/.:dluaéu.‘s_,@.,c uuL..a.U (P Lo (_;'L...
PN I e S g g g b e apey oz Use

S t__g,.lc‘t_....f-v_g_,a.l J=Ui s Sl ‘g fL’ -L;.___f,,

4._....,,.5! lgas> ) ._;I_,L\JIC.Q "y (s O ¢ G S aa

qlL_*,»quddubqarfallJa..mJlﬂ,o)@IJl
‘utu’u“""‘

Codl 520 AT LAy ok gat

g ‘G’u:w 0 AA m Codl e '\ZL; Y u_g._a...l .f ,.,'.;.. )
s ¢ utm'yigbﬂc.)l; An wT(\)L.ﬂ_,;bu y-\by
A=y 2 bl 3 GlaClY il Sl W ,_:1 JsL all
LA e OLl e (1Y) e GBI el Bl 54.;' N
e iy e U el s sl (V) sdenls 5 o
=l by LSy Al Sbisi oo el i Jylauy

s Al G (I 65 3 I gAY



FEARA R i YA (o) 1] i da I G

T e T allage.

L — e e PR e =

for each Tax Year within ninety (90) days following the
receipt by EGPC of CONTRACTOR’s tax declaration
for the preceding tax year. Such receipts shall be issued
by the proper Tax Authorities and shall state the amount
and other particulars customary for such receipts.

J. As used herein, Egyptian Income Tax shall be inclusive
of all income taxes payable in the A.R.E. (including
tax on tax) such as the tax on income from movable capi-
tal and the tax on profits from commerce and industry
and inclusive of taxes based on income or profits
including all dividend, withholding with respect to
shareholders and other taxes imposed by the Govern-
ment of A.R.E. on the distribution of income or profits

by BP.

6. In calculating its AR.E. inccme taxes, EGPC shall be
entitled to deduct all royalties paid by EGPC to the
Government and BP’s Egyptian income taxes paid by
EGPC on BP’s behalf

ARTICLE, 1V

Work Program and Expenditures During
Exploration Period

(¢ CONTRAGTOR shall commence explcration cperaticns
hereunder not later than six (6) months after the Effective

Date. Not later than the end of the twelfth (12) month after
the Effective Date, CONTRACTOR shall start exploration
drilling in the Arca, with a commitment of drilling one (1)
well during the initial explcration pericd. EGPC shall
make available fcr CONTRACTOR’s use all seismic, wells
and other expleration data in EGPC's possession with respect
to the Area.
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The mitial exploration period shall be two (2) years.
CONTRACTOR may extend this exploration period for

three (3) additional periods of one (1) vear each, in accordan-
ce with Article IIT (b), upon at least thirty (30) days prior
written notice to EGPC subject to its expenditure of 1its
minimum exploration obligations and of its fulillment of the

drilling obligations hercunder for the then current period.

CONTRACTOR shall spend a minimum of seven mil-
lion five hundred thousand U.S. Dollars (U.S. § 7,500,00)
on exploration operations and activities related thereto during
the initial two (2) year exploration period ; provided that
CONTRACTOR shall drill one (1) well. For the first onc
(1) year period that CONTRACTOR elects to extend beyond
the initial exploration period, the Second Exploration Period,
CONTRACTOR shall spend a minimum of five million five
hundred thousand U.S. Dollars (U.S. $35,500,000) ; for each
of the Third Exploration Period and the Fourth Exploration
Period, CONTRACTOR shall spend a minimum of six mil-
lion U.S. Dollars (U.S. $ 6,000,000). During each of such
extensions CONTRACTOR shall drill one (1) well.

Should CONTRACTOR spend more than the min-
imum amount required to be expended or drill more
wells than the minimum required to be drilled during the
initial two (2) year exploration period or during any period
thercafter, the excess may be subtracted from the minimum
amount that may be required to be expended by CONTRA-
CTOR or minimum number of wells that may be required to
be drilled during any succeeding exploration period or
periods as the case may be.



R A RN LD I i W I Pl

T——

sl pus ‘_9_“@ Comdi @ wal 01 e galdl o s 3

R \w) SUEE VU ) B O PHNNCSPY Jo adle ol e sk
L'},._Jr L}_m ...nr.J.,..a 5.__..«.‘:-":.:.“ x_.!LL.-C' dh; da‘"i -U ._)_}.’Llj ‘L.J__j&)“ ;__..:-r-_:.H
L;:.a ;‘\}:j.} ( V Oee eeo0 } ‘_A:“ d;LMr:"'j ui)u "u-:-.# C-,L:-? aﬁ::ﬂ
Jslall O 151 Lo i s® a1 ¢ {.S;_JAS"I a-la-_..ﬂ Ob Y 1l e
. C‘lTL\ s e o labe aabidl 2 481 43 (v), el ailg e
moa Gy 5 Al byl e labs digl ) oV Usldll e o 413
Q‘_)N.'Eij-} O“’ _j.\-{j-} (Y Q¢ ¢ o e )Ji %ﬂw_ﬂ qi:'f{.& ;3.1.:.«_3‘
as sl oAt C-m e SN AL 4G e sasll LY I
u._p ija;.]l o MQ‘U Cl.“ VS Cs.: 1_3.\4_5 ¢ ;_.J::J\ W\uh

¢23 Sl Ol aslsl con 535 4T Ll ae Jolali
sda b Ly o et s a gl Jslald 3 O S ekl

Lo 32l G ) A1 g Ghldl § o o1 I Call Sllee s
=0 Y ada ke Jalally &gl Ja C‘S’J‘J‘ Q’)L ’
I aig o 35 5ma8 8 uTas L3LaY odA Com gos s Ob_ el
61 Sl sda 51 2N Lo 5l | o S dledis lGL.m =] ‘_,:JI
3V sda o gas 33,1 J1 1AM = 3 Oipdly st as

o CAJBTI 5ls Zul ! ;JLli‘_}‘uulde.:ustu;)

e i 4GB o B Sl Ve (._.s) 5 aall I FAE e
PRI ol ¢ (c) docalsdt a1 3._,‘\\53 P (5l LS e



PV ONGAA L st YR B aB) TG oo o 4 U S a

In case CONTRACTOR surrenders 1its cxploration
obligations under this Agrecement as set forth above before
or at the end of the second (2nd) year oi the initial period,
having expended less than the total sum of Seven mullion
five hundred thousand U.S. Dollars (U.S.$ 7,500,000) on
exploration or in the event at the end of the two (2) years

CONTRACTOR has expended less than said sum In
the Area, an amount equal to the difference between the said

seven million five hundred thousand U.S. Dollars (U.S.§
7,5000,000) and the amount actually spent on exploration
activities shall be paid by CONTRACTOR. to EGPC at the
time of surrendering or within three (3) months from the
end of the second year of the initial exploration period, as
the case may be. Any cxpenditure deficiency by GONTRA-
CTOR at the end of any additional exploration period
for the reasons above noted shall similarly result in a payment
by CONTRACTOR to EGPC of such deficiency.
Provided this Agreement is still in force as to GONTRACTOR,
CONTRACTOR shall be entitled to recover any such
payments as exploration expenditure in the manner provided
for under Article VII in the event of Commercial Production.

EXPI()ratiqh operations in the Area carried out
with EGPC’s approval between the date EGPC and
CONTRACTOR first sign this Agreement and the Effective
Date are hereby ratified and confirmed. Costs incurred
and work performed for such operations shall be deemed
incurred and performed for all purposes under this Agreement
(including but not limited to cost recovery).

Without prejudice to Article III (b), m case no
Commercial Discovery 1s established by the end of the fifth
(5th) year, or in case CONTRACTOR surrenders its explora-
tion obligations under this Agreement prior to such time,
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EGPC shall not becar any of aforesaid expenses spent by
CONTRACTOR.

At least four (4) months prior to the beginning ot
cach Financial Year or at such other times as may mutually
be agreed to by EGPC and CONTRACTOR, CONTRA-
CTOR shall prepare an Exploration Work Program and
Budget for the Arca setting forth the exploration operations
which CONTRACTOR proposes to carry out during the
ensuing year. During the exploration period, such Work
Programs and Budgets taken together shall be at least
sufficient to satisfy CONTRACTOR’s minimum expenditure
obligations taking into account any credits for excess
expenditures by CONTRACTOR in prior exploration pertods.

T'he Exploration Work Program and Budget shall be
reviewed by a joint committee to be established by EGPC
and CONTRACTOR after the Effective Date of this Agree-
ment. 1This Committece, hereinafter referred to as  the
“Exploration Advisory Committee”, shall consist of six (6)
members, three (3) of whom shall be appointed by EGPC
and three (3) by GONTRAGTOR. The Chairman of the
Exploration Advisory Committee shall be designated by
EGPG from among the members appointed bv it. The
Exploration Advisory Committee shall review and give
such advice as it deems appropriate with respect to the
proposed Work Pfrogram and Budget. Following review
by the Exploration Advisory Committee, CONTRACTOR
shall make such revisions as CONTRACTOR deems ap-
propriate and submit the Exploration Work Program and
Budget to EGPC for its approval. Following such approval,
it 1s further agreed that

(1} CONTRACTOR shall not substantially revise or modify
satd Work Program and Budget nor reduce the a- proved
budgeted expenditure without the approval of EGPC
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(i) In the event of emergencies involving danger of loss of
lrves or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be
considered in all respects as exploration expenditure and

shall be recovered pursuant to the provisions of Article
VII hereof.

(d) GONTRACTOR shall advance all necessary funds for all
materis, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid costs.

(¢) GONTRACTOR shall be responsible for the preparation
and performance of the Exploration Work Program which
shall be implemented in a workmanlike manner and consis-
tent with good industry practices.

Except as is appropriate for specialized studies such as
the processing of data, laboratory studies or specialized engi-
neering or development studies thereon, to be made in
speclalized  centers outside A.R.E., all geological and
geophysical studies as well as any other studies related to

the performance of this Agreement, shall be made in the
A.R.E.

CONTRACTOR shall entrust the management of eXp-
loration operations in the A.R.E. to its technically Competent
General Manager and Deputy General Manager. The
names of such Manager and Deputy General Manager shall
upon appomtment, be forthwith notified to the GOVERN-
MENT and to EGPC. The General Manager and, in his
absence, the Deputy General Manager shall be entrusted by.
GONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given to them by
the GOVERNMENT or its representative under the terms
of this Agreement. All lawful regulations issued or hereafter
to be 1issued which are applicable hereunder and not in

conflict with this Agreement shall apply to CONTRACTOR.
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(f) CGONTRACTOR shall supply EGPC, within thirty (30)
days from the end of each calendar quarter, with a Statement
of LExploration Activity showmg  costs incurred by
CONTRACTOR during such quarter. CONTRACTOR’s

records and necessary supporting documents shall be
avatlable for inspection by EGPG at any time during regular
working hours for three (3) months from the date of receiving

cach Statement.

Within the toree (3) months from the date receiving such
Statement EGPC shall advise CONTRACTOR in writing

if it considers :
(7) that the record of costs 1s not correct ;

(z¢) that the costs of goods or services supplied are not in linc
with the international market prices for goods or servi-
ces of similar quality supplied on similar terms prevailing
at the time such goods or services were supplied, provided
however, that purchases made. and services performed

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

z) that  the condition of the materals furnished by
CONTRACTOR does not tally with their prices ; or

tv) that the costs incurred are not rcasonably required for

opel‘ations.

BP shall confer with EGPC in connection with the
sroblem thus presented and parties shall attempt to reach a
settle.acnt which is mutually satisfactory. Any remmburse-
ment due to EGPC out of the Cost Recovery Crude Oil as
a result of reaching agrecment or of an arbitral award shall
be promiptly made in cash to EGPC, plus simple interest at

LIRR plus 2.5 percent per annum from the date on which
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the disputed amount (s) would have becn paid to EGPC ac-
cording to Article VII (a) {2) and ANNEX «D” (i.e., the
date of rendition of the relevant Cost Recovery Statement)
of this Agreement to the date of payment., The LIBOR
rate applicable shall be the average of the figure or figures
published by the Financial Times representin ¢ the midpoint
of the rates (bid and ask) applicable to one month 1J. S,
dollar deposits in the London Interbank Eurccurrency Mar-
ket on each fifteenth day of each month occurring between
the date on which the disputed amount (s) would have been
paid to EGPC and the date on which it is settled.

If the LIBOR rate is available on any ffteenth day but
15 not published in the Financial Times in respect of such day
for any reason, the LIBOR rate chosen chall be that offered
by Citibank N.A. to other leading banks in the London
Interbank Eurocurrency Market for one month U.S. dollar
deposits.

It such fifteenth day is not a day on which LIBOR rates

are quoted in the London Interbank Eurocurrency Market,
the LIBOR rate to be used shall be that quoted on the next
tollowing day on which such rates are quoted.

If within the time limit of the three (3) months pericd
provided for in this paragraph, EGPC has not advised
CONTRACTOR of its objection to any Statement, such

Statement shall be considered s approved,

(&) CONTRACTOR shall supply all funds necessary for its
operations in A.R.E. under this Agrccment in freely conver-

tible currency from abroad. CONTRACTOR shall have
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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 exchange.

EGPC 1s authorised to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official A.R.E. rate
of exchange such dollars to be deposited in an EGPC account
abroad with a correspondent bank of the National Bank of
Egypt, Cairo. Withdrawals from said account shall be used
for financing EGPC’s and its Affiliates foreign currency

requirements subject to the approval of the Minister of Petro-
leum and Mimeral Resources.

ARTICLE V
Mandatory and Voluntary Relinquishments

a) MANDATORY

At the end of the third (3rd) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty five (25) percent of the original Area not then
converted to a Development Lease or Leases. Such relinquish-
ment shall be in units of whole Exploration Blocks or parts of
Exploration Blocks not converted to Development Leases o as to
enable the relinguishment requirements to be precisely tulfilled.

Without prejudice to  Avticles III and XXII or the

last paragraph of this Article V (a) at the erd of the fifth (5th)
vear of the cxploration pericd, CONTRACTOR shall relinquish

the remainder of the original Area not then contverted to a
Development Lease or Leases.
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It is understood that at the time of any relinquishment the
arcas to be converted into Development Leases and which are
submitted to the Minister of Petroleum and Mineral Resources
for his approval, according to Article III (d) shall, subject to such
approval, be deemed converted to Development Leases.

Nothing in this Agreement shall be construed as requiring
CONTRACTOR to relinquish any Exploration Block or Blocks
on which a Commercial Well is discovered before the period of
time referred to in Article I1T (c) of this Agreement given to
CONTRACTOR to determine whether such Well is a Commer-
cial Discovery worthy of development, or to relinquish an Explora-
tion Block which has either been converted to a Development
Lease or with respect to which an application for conversion has
been made. In the event at the end of any exploration period a
well is actually drilling or testing, CONTRACTOR shall be allowed
up to six (6) months nerlod to enable it to establish a Commercial
Well or declare a Commercial Discovery as the case miay be.

b) VOLUNTARY

GONTRACTOR may, voluntarily, during any period relin-
quish all or any part of the Area in Blocks provided that at the
time of such voluntary relinquishment its financial obligations

for exploration expenditure under Article IV (b) have been
satisfied for such period.

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

Following Commeraal Discovery, EGPC and CONTRA-
CTOR shall mutually agrec upon any area to be relinquished

thereafter, except for the reiinquishment provided for above at
the end of the total exploration period.
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ARTICLE VI

Operation After Commercial Discovery

On Commercial Discovery, EGPC and CONTRACTOR
shall form in the AR.E. an operating company which shall
he named by mutual agreement between EGPC and

CONTRACTOR and shall be subject to the approval of the
Minister of Petroleum and Mineral Resources (heremafter
referred to as “Operating Company”). Said company shall
be a private sector company. Operating Company shall be
subject to the laws and regulations in force in the A.R.E. to
the extent that such laws and regulations are not inconsistent

with the provisions of this Agreement or the charter of Ope-
rating Gompany.

However, Operating Gompany shall, for the purpose of
this Agreement, be exempted from the following laws and
regulations as now or hereafter amended or substituded :

— Law No. 97 of 1976, organizing dealings in foreign cur-
rencies ;

2

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

Companies ;

— Law No. 159 of 1981, promulgating the law on joint
stock companies, partnership lmited by share companies
and limited lability companies ; and

— Law 97 of 1983 promulgating the law conceming public
sector’s authorities and companies.

The Charter of Operating Company 1s hercto attached as
Annex <C”. Within thirty (30) days after the date of Com-
mercial Discovery (unless otherwise agreed by EGPC and
CON TRACTOR) the Charter shall take effect and
Operating Company shall automatically come nto existence
without any further procedures. The Exploration Advisory
Committee shall be dissolved.
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(¢) Ninety (90) dayé after the date Operating Company ccmes

Into existence in accordance with paragraph (b) abcve, 1t
shall prepare a Work Program and Budget for further Explo-
ration and Development for the remainder of the vear 1
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 upon) and four
(4) months preceding the commencement of each succeeding
Financial Year thereafter (or such other date as.may be
agreed upon) Operatihg Company.sh*all prepare an annual
Production Schedule, Work Program and Budget for further
Lixploration and Development for the succeeding Financial
Year. The Production Schedule, Work Program and Bud-
get shall be submitted to the Board of Directors for approval.

Not later than the twentieth (20th) day of cach month,
Operating Company shall furnish to CONTRACTOR =

written estimate of its total cash requirements for expenditurce
for the first half and the second half of the succeeding month
expressed in U.S. Dollars having regard to the approved
Budget. Such estimate '_sha_ll take Into consideration any
cash expected to be on hand at month end.

Payment for the appropriate period of such month shall
be made to the correspondent bank designated in paragraph

(¢) below on the first day and fifteenth day respectively, or

the next following business day, if such day 15 not a business
day,

Operating Company is authorised to keep at its own disposal
abroad in an account opened with a correspondent bank of

the National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall

be used for payment for" goods and services acquired abroad
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and for transterring to a local bank in the A R.E. the required
amount to meet expenditures in Egyptian Pounds for

Operating Company in connection with its activities under
this Agreement.

Within sixty (60) days after the end of each Financial
Year, Operating Company shall submit to the appropriatc
exchange control authorities in the A.R.E. a statement, duly
certified by a recognized firm of auditors, showing the funds
credited to that account, the disbursements made out of that
account and the balance outstanding at the end of the year.

(/) If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot during

the period of such excess be used by the Operating Company;,
EGPC and CONTRACTOR will consult together to {ind
a mutually agreed formula whereby EGPC - may use the
excess capacity if 1t so desires without anv financial, or unrez-

sonable operational disadvantage to the CONTRACTOR.

ARTICLE VII
Recovery of Costs and Expenses and Production

Sharing
(2) 1. GCost Recovery Crude Oil

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recever all costs and expenses
i respect of all the exploration, develepment and related
operations under this Agrecment to the cxtent and
out of fourty (40) percent quarterly of all Crude
O1il produced and saved from all Development Leases
within the Area hereunder and not used in petroleum
operations.  Such Crude Oil i1s hereinafter referred to as
‘“Cost Recovery Crude Qil”.
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For all Exploration, Development and Produ ction

hereunder, such costs and -expenses shall be recovered
from Cost Recovery Crude Oil in the following manner :

(i) All Operating Expenses, incurred after initial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on which the first
regular shipment 1s made, shall be recoverable
either in the Tax Ycar in which such costs and
expenses are incurred and paid or the Tax Year
in which initial Commercial Production} occurs,

whichever is the later date.

(2z) Exploration Expenditures including those accumu-
lated prior to the commencement of initial
Commercial Production, which for the purposes
of this Agreement shall mean the date on which
the first regular shipment is made, shall be
recoverable at the rate of twenty (20) percent
per annum starting either in the lax Year in which
such expenditures are incurred and paid or the Tax
Year in which initial Commercial Production com-

mences, whichever is the later date.

(227) Development Expenditures, including those accums-
ulated prior to the commencement of imitial Com-
mercial Production shall be recoverable at the rate
of twenty (20) percent per annuim starting In the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which initial Comm-
ercial Production commences, whichever is the later

date.

() To the extent that, m a Tax Year, costs, expen ses
- or expenditures recoverable per paragraphs (1), (i1)
and (iii) preceding exceed the value of all Cost
Recovery Crude Oil for such Tax Year, the excess
shall be carried forward for recovery in the next
succeeding Tax Year or Years until fully recovered,

but .in no case after the termination of this Agree-

ment, as to CONTRACTOR.
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(2) For the purposc of determining the classification of
all costs, expenses and expenditures for their reco-
very, the following terms shall apply :

1. “Exploration Expenditures” shall mean all
costs and expenses for Exploration.

2. “Development Expenditures”’ shall mean
all costs and expenses for Development with the
exception of Operating Expenses.

3. “Operating Expenses’ shall mean all costs,
expenses and expenditures made after initial Com-
mercial Production, which costs, expenses and
expenditures are not normally depreciable.

However, Operating Expenses shall include
workover, repair and maintenance of assets but
shall not include any of the following : side tracking :
redrilling and changing of the status of a well ;
replacement of assets or part of an asset, additions,

improvements, rencwals or major overhauling that
extend the life of the asset.

(#) It is understood and agreed upon that the reco-
very of costs and expenses as based upon the rates
referred to above shall be allocated to each qua-
rter proportionately (one fourth to each quarter).
However, any recoverable costs and expenses not

recovered i one quarter, as thus allocated, shall
be carried forward for recovery in the next quarter.

CONTRACTOR shall cach quarter take and export or
otherwise separately dispose of all Cost Recovery Crude
O1l produced, except as provided in sub-paragraph(a) (3)
below of this Articde VII, plus its share of the Balance of
the Crude Oil as stipulated in paragraph (b) below of
this Article VII. To the extent that the value of the
Cost Recovery Crude OQil (as determined in sub-
paragraph (c) below) exceeds the actual recoverable
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costs and expenditures, including any carry forward from
paragraph (a) (1) (iv) above, to be recovered in that
quarter the value of such Excess Cost Recovery Grude
Qil actually taken and separately disposed of by
CONTRACTOR shall be paid by CONTRACTOR
to EGPC in the manner set forth in Article IV of the
Accounting Procedure contained in Annex «<P” and
CONTRACTOR shall be deemed to have purchased
such Excess Cost Recovery Crude Oil.

3. Ninety (90) days prior to the commencement of cach
vear EGPC shall be entitled to elect by notice in writing
to CONTRACTOR to take delivery in kind F.O.B.
export terminal or other agreed delivery point, of up to
100 percent of any Excess Cost Recovery Crude Oil
for that vear, and thereby reduce the amount 10 be
surchased by CONTRACTOR wm the same percentage

amount.

(b)) Production Sharing :
The remaining sixty (60) percent of the Grude Qil shall
be taken and disposed of separately by EGPU and GONTRA-

CTOR according to the following incremental scale :
S ——————

b

Crude Qil produced and

saved under this Agree-

ment and not used In EGPC CONTRACTOR
Petroleum operations. Share 9% Share 9%
Barrels per day {quarterly

average).

That portion or increment | Eighty Twenty

up to 25,000 BOPD | (80) o (20)

That portion or increment | Eighty three | Seventeen
from 25,001-50,000 BOPD (33) ( (17)

That portion or increment | Eighty five Fifteen

from 50,0601-80,000 BOYD (35) [ (15)

That portion or increment | Eighty seven Thirteen
from 80,001-100,000 BOPD (87) (13)

That portion in excess of Fiehty eight | 1welve

.. 100,000 BOPD (88 | (12)
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. 1tis the mtent of the Parties that the value of the Cost
Recovery Crude O1l shall reflect the  prevailing market
price for Crude Oil. Tor the purposc of evaluating
the prevailing market valuc of the quantity of Cost
Recovery Crude Oil to which CONTRACTOR is

entitled  hereunder during cach calendar quarter,
the wecighted average price realized for comparable
quantitics on comparable cretdit terms in  freely
convertible currency from F.O.B. point of export sales
to non-affibated companies during such quarter at
arms-length by cither EGPC or CONTRACTOR
under all Crude O1l sales contracts currently in effect
but excluding Crude Oil spot sales not consistent
with prevailing market prices for similar Crude Oil and
also excluding Crudce Oil sales contracts involving barter,
whichever 1s higher, shall be used. It is understood
that m the case of C.LF. sales, appropriate deductions
shall be made for transport and insurance charges to
calculate the F.O.B. point of export 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 adjustemtns.
Nevertheless, if CONTRACTOR considers the value
of the Cost Recovery Crude Oil so determined not to

&

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

meet and mutually agree upon the price.

It during any calendar quarter there are no such sales

by . EGPC or CONTRACTOR under Crude Oil sales
contracts currently in cffect EGPC and CONTRACTOR

shall meet and mutually agree upon the price of Crude

O1l to be used in detffrmining the value mentioned in
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subparagraph (c) -(l} ;above. Pcnding such mutual
agreement the price used shall be the last price determa-
ned pursuant to sub-paragraph (c) (1) or under this
sub-paragraph (c) (2) whichever 1is later, and appropr-
jate adjustgment will be made tl ereto after determina-
tion of a mutually agreed price by EGPC and
GONTRACTOR, - = -

L | ‘__.‘

(d) Operating Company shall prepare (not less than ninety (S0)
days prior to the beginning of each calendar semestex
following regular production)~and fuinish *in" writing to
CONTRACTOR and EGPC a forecast setting cut a total
quantity of Petroleum that Opcrating Company estimates
can be produced, saved and transported hereundcr during
such calendar.semester in aecordance with goed oil industrv
practices. Operating Company shall endeaveur to produce
each calehdar sémester the- forecast -quantity.- “The Crude
Oil shall be run to storage tanks or offshore loading facilities
constructed, maintained and operated acco rding to ~ Goveri-
ment Regulations, by Operatirg ,Company in which :said
Crude O1il shall be metered or otherwise measured for 10yalt} -
and the other purposes required by this Agreement.

(¢) EGPC and COWTRAC'I OR shall have the right and the
obligation to wparately take and dlSpOS€' of (,urlultly all of
the Crude Oil to ‘which it is ‘entitldd 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 proceeds
from the sale of its sharc of Crude Oil exported, I

(/) At a reasonable time prior to the commencement:
of Commercial Production EGPC and CONTRACTOR.
shall meet and agree upon a procedure for scheduling tanker
llftmﬂ% ﬁom thL agmed upon point of export,
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ARTICLE VI
Title to Assets

(¢) EGPG shall become the owner of all assets acquired and
owned by CONTRACTOR in ccnnection with the
operations carricd out by CONTRACTOR or Operating

Company in accordance with the following :

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

2. Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR to
EGPC as they become subject to recovery i accordance
with the provisions of Article VII ; however the full title
to fixed and movable assets shall be transferred automati-

cally from GONTRACTOR to EGPC when 1ts total
cost has been tecovered by CONTRACTOR in

accordance with the provisions of Article VII or at the
time of termination of this Agreement, whichever
first occurs.

The Book Value of the Assets created during each
calendar quarter shall be communicated by CONTRACTOR
to EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the end of each

quarter.

(6) During the term of this Agreement and the rencwal period
EGPC, CONTRACTOR and Operating Company arc
entitled to the full use and enjovment of all fxed and
movable assets referred to above in connection with opcrations
hereunder or under any other Petroleum Concession entered
into by the Partes. Proper accounting adjustment shall be
made. CONTRACTOR and EGPC shall not dispose of

the same except with agreement of the other.
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CONTRACTOR and Operating Company may frecly
import into A.R.E., use therein and freely export at the end
of such use machinery and cqmpment which they cither rent
or lease in accordance with good mdustly pracuces, mcludmcr

but not limited to the lease of computer hardwarc and software,

ARTICLE IX

Bonuses

:CONTRAGTOR shall pay to EGPC as a Slgl’ldtﬂlc Bonus

the sum of two (2) mlllmn U. S Dollars on the Effectwe Date.

GONTRAGTOR shall pay, tcy EGPC the sum of ﬁw (5) mll-_
lion U 5. Dollars as Production Bonus when the total avelag(‘
dally p1 oduction from the Area first reaches the rate of fifty
thousand (50,000) barrles per day for a period of thirty (30)
consccutive producmg daya Such payment will be made
within seven (7) days after CON TRACTOR has been notified

by Operating Company of such production levels.

~CONTRACTOR. shall alco pay to EGPC the additional

sum of eight (8) million U.S. Dollars as a Production Bonus

when the total average daily productian from the Area first
reaches the rate of one hundred thousand (100,000 barrclsa

per day for a period of thirty (30) consecutive pr oducmg day's
Paymcnt will be made within seven (7) days after CONTRA.-
CTOR has been notified: by Operating Company of such
productton levels.

"CONTRACTOR shall also-pav 1o EGPC the additional 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



VAAA Al el YH S (Cb) | 4 WE RPN W I EVEF S VR

?"'L—-.d‘ .“,3 (‘r'-l-) w’)\, C;J..,- (.’l; P}.._” d 4}""_)’ ( @Iiii) L_aji:
». ;J}Y;\l‘ CLSY‘ L..:i!::......._»..: L_EJL;L{.\ ‘-;l__l#_ljl) A.JEJ'I 6(,._“ 4,:3

Jb b Lt e eyt Gl 'Cf““ o e Jalidl e ¥ ()

BPEPY Oyt

U sy Al e o 6T (o ST L L) 31 L Ul S ()
¢ SULGLI (7) W BHLL g a1 sl sVl 4yl
Sleandl 3 355 ) sda AV A il el e LY DU
JJL-JMLJ i olall u‘JL‘ 130 YW G tdt aal Ll alta ualf*j‘
.ASL....UJL:J\.:CJJ ,i_l:.dﬁdj.)d}iﬁ'icby1‘n\.ﬁd

(o polalt aoldY )

Dl ylas NVl ks 5908 eperer o Lo s STl e o

\muﬁl a2 Ollales rU\_’,:J\H .._:..&E_, i-b-ﬂ Ji.kli .:_,i,,}‘[ o olall ul“-""‘
L‘:—Lis.i _’ii M}ﬁb&” YA *.J‘ aJJL.:J‘ "u_,:ﬂl 4.4.19:-_“ ‘._.:Lﬁ-c:.}.” 4.36‘ J‘,L” Ul;
S AT SN L gl et U1 IS i O) com s o 48LY oda 3 4] las s
A \4.-» LJ':"JL: Y_g :L.;U\)'\ VY JL d &3"“1‘"‘“ i._..:_w%; d_}(}} ¢ Juu L._...ﬁ gy
’ rL..-J\ J._u‘-d\ Jlsj {-U\ i‘i‘i‘ i!z....:i; C.:\T?‘; ch



Vi \SAA 4l VLSS { U (CL) rﬂ dAait . dens J o=y 2l

per day for a period of thirty (30) consecutive producing days.
Payment will be made within seven (7) days after CONTRA-
CTOR has been notified by Operating Company of such

production levels.

(¢) All the above mentioned Bonuses shall in no eventbe recove-

red by CONTRACTOR.

(/) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article III (c¢) herema-
bove, production from such sole risk Area shall be considered
for the purposes of this Article IX only if CONTRACTOR
exercises its option to share in such production, and only from
the initial date of sharing.

ARTICLE X
Office and Service of Notice

CONTRACTOR shall mamtain an oftice in A.R.E. at which
notices shall be validly served.

T'he General Manager and Deputy Gencral Manager shall
be entrusted by CONTRACTOR with sufficient power to carry
out immediately all local written directions given to himi by the
GOVERNMENT or 1ts representatives under the terms of this
Agrcement. All lawful regulations 1ssued or hereafter to be issued
which are applicable hereunder and not in conflict with this
Agrcement shall apply to the duties and activities of the General
Manager and Deputy General Manager.

Al matters and notices shall be deemed to be validly served

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

sent to him by registered mail to CONTRACTOR’s office in
AR.L.
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All matters and notices shall be deemed to be validly served
which are left at the officc of the Chairman of EGPC or which are
sent to him:by registered mail at EGPC’s-main office m Cairo.

- L3

ARTICLE XI

Saving of Petroleumn and Prevention of Loss

(@) Operating -Company shall take all proper mcasurcs, ac-
cording to generally accepted methods in use m the o1l
industry to prevent loss or waste of petroleum above or under
the ground in any form during drilling producing, gathering,
and distributing or storge operations. The GOVERNMENT
has the right to prevent any opcratlon on any well that 1t
might 1easanab]y expect would ‘result in loss or damagc to

the well or the oil field.

(6) Upon completion of the drilling of a productive well, Opera-
ting Company shall inform the GOVERNMENT or 1ts
representative of the time when the well will be tested and the
production rate ascertamed,

(¢} Lxcept in instances where multiple producing formations in
the samc well can only be produced economically through
single tubing string, Petroleum shall not be produced from
multiple o1l carrving zones rhmugh one string of tubing at
the samc time, except with the prior approval of the GOVER-

MENT or its representative.

(d) Opefating Compaﬁy shall record data regarding the quanti;
ties of Patroleum and water produced monthly from each
D:velopment 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 weekly statistics regarding the produc-
tion from the Area shall be available at all reasonable times
for examination by authorized representatives of  the

GOVERNMENT.
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(v)  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 purposc of protecting Petro-

ieum, gas bearing or fresh water strata.

Any substanttal change of mechanical conditions of the well
atier its completion shall  be subject to the approval of the
~~presentative of the GOVERNMENT.,

ARTICLE XI1
Customs Exemptions

() EGPC, CONTRAGTOR (BP) and Cperating Company shall
be permitted to import and shall he exempted from  customs
taxes and duties and from any other taxes and from the Iim-
portation rules with respect to the importation of machinery,
cquipment, appliances, materials, it~ms, means of transport
and transportation (the exemption from taxes and duties shall
not apply to passengers cars), electric appliances, air con-
ditioners for offices and oil fields, electronic appliances,
computer hardware and software, as well as spare parts re-
quired for any of these items, all subject to a duly approved
certificate by an EGPC responsible representative nominated
by EGPC for such purpose, that the imported items are required
for carrying on the activities related to this Agreement.

o~

) Machinery, equipment, appliances and means of transport
and transportation Imported by contractors and  sub-
contractors temporarily engaged in an activity related to the
operations subject of this Agreement shall be cleared under
the «“I'emporary Release System” (without payment of any
axes or customs duties), upon presentation of a duly approved
certificate by an EGPQC responsible representative nominated
by EGPC for such purpose, that the imported items are re-

quired for one of the activities aforementioned.
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Items (excluding 1n0t0r_-v§311icles)_ set out In para‘gl‘aph_
(a) of this Article imported by contractors and sub-contractors
for the aforesaid activities, for the put‘pbsc of being installed
or used permancntly or consumed shall be subject to thc.
exemption set forth in paragraph (a) of this Artlcle after being
duly certificd by an EGPC responsible representative to beé
used tor carrying on the activitics related to this -Agreement.

The cmployccs of Contlactm Opcratmg Compam-f and thew
contractors and %ub-contructols shall not be entltled to any.
exemptions frorh  customs duties and- other ancillary taxes.
and charges except within the limits of the provisions of the

laws and regulations applicable in the AR.E.

[tems 1mported ihtoi A.R.L. whether cxempt or not excnpt
from customs duties and other ancillarv  taxes and charges
hereunder, may Ibtf‘.f.‘KpGI’t(f'd by the 1mporting party at any
time after obtaining EGPC s approval, without any export
taxes or charges or an}f tcith Or Charﬂ‘e‘% from which such
items have been already c¢xempt, being applicable,  Such
iten's may be sold within the A.R.E., after cbtaining the ap-
proval of EGPC and the Customs Department. In this case
the purchaser shall pay all applicable custems duties and
other ancillary taxes and charges, according to the condition
and value of such items and the customs tarifl apphcablc on
the sale, unless such item (excludmg passcugers cars) have
already been sold to an affiliated company on EGPC, having
the same exemption or unless (title to) such 1tems have rever-
ted to EGPC or the Customs Department.

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

manner
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Contractor shall be entitled to reimbursement of its
unrecovered cost, 1f any, m such jtems and the excess, if any,

shall be paid to EGPC.

(¢} The exemption provided for in (a) of this Article shall not
apply to any imported items when, in the opinion of EGPC,
items of the same, or substantially the same kind and quabty
arc manufactured locally and are available for timely purcha-
se and delivery in the A.R.L. at a price not higher than ten
percent (10%) more than the cost of the imported 1tem bcfore
customs duties, but ofter transportation and msurance costs

have becn added.

(/) Contractor, EGPC and their respective buyers shall be
entitled to export the petroleum referred to in this Agrecment
no licensc bemng required and shall be exempted from any
duties, or taxes, or anv other 1Imposts in respect of the export

of petroleum hereunder.
ARTICLE XIIf

Books of Account : Accounting and Payments
(a) EGPC, CONTRACTOR and Operating Company shall
each maintain at their business officcs in the A.R.E. books
of account, In accordance with the Accounting Procedure m
Annex “D” and accepted accounting practices generally
used in the petroleum industry, and such other books and
records as may be necessary to show the work performed under
this Agreement, including the amount and value of all
Petroleum produced and saved herecunder. CONTRACTOR
and Operating Company shall keep their books of account
and accounting records in United Statecs Dollars.  Opera-
ting Company shall furnish to the GOVERNMEN'T or its
representative monthly returns showing the amount
ol Petroleum produced and saved hereunder. Such returns
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shall be prepared m the form required by the GOVERN-
MENT, or its represcntative and shall be signed by the
General Manager or by the Deputy General Managei or a
duly designated deputy, and delivered to the GOVERN-
MENT or its representative within thirty (30) days after the
end of the month covered m the return,

The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times for
mspection by duly authorized representatives of the
GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss
Statement of its tax year not later than four (4) months after
the commencement of the following tax year to show its net
profit or loss from the petroleum opcrations under this Agre-
ement for such vear.

CONTRACTOR shall at the same time submit a year-
end Balance Sheet for the same tax year to EGPC. The
Balance Sheet and financial statements shall be certified by
an . kgyptian certified accounting firm.

ARTICGLE XIV

Records, Reports and Inspection

CONTRACTOR and/or Operating Company shall prepare

‘and, at all times while this Agreement is in force, maintain

accurate and current records of its operations In the Area
hereunder.  CONTRACTOR andfor Operating Company
shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative - may reasonably require
mformation and data concerning its operations under this
{igrt‘:ement. Operating Company will perform the functions
indicated in this Article XIV in accordance with its role as

specified in Article VI.
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(/) CONTRACTOR and/or Operating Company shall save

and keep for a reasonable period of time a representative
portion of each sample of cores and cuttings taken from dril-
limg  wells, to be disposed of, or forwarded to the
GOVERNMENT or its representative m the manner directed
by the GOVERNMENT. All samples acquired by

CONTRACTOR andfor Opcrating Company for its own
purposes shall be considered available for Imspection

at any reasonable time by the GOVERNMENT or its

representatives.

Unless otherwise agreed to by LGPC, in case of exporting any
rock samples outside A.R.E., samples equivalent In size and
quality shall before such exportation, be delivered to EGPC
as representative of the GOVERNMENT .

(d) Origmals of records can only be exported witin the permission

of EGPC ; provided, however, that magnctic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparable record,
if available, is maintained in A.R.E. and provided that such
exports shall be rcpatriated to A.R.E. immediately when
CONTRACTOR has finished using such records on the
understanding that they belong to EGPC.

During the period CONTRACTOR is  conducting the
exploration operations, EGPC’s duly authorized representa-
tives or employees shall have the right to full and complete
access to the Area at all reasonable times with the right to
observe the operations being conducted and to inspect all
assets, records and data kept by CONTRACTOR. EGPC’s
representative, in exercising its rights under the preceding
sentence of this paragraph (e), shall not interfere with

CONTRACTOR’s operations. CONTRACTOR shall
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provide EGPC with copies of any and all data (including,
but not limited to, geological and geophysical reports, logs

and well surveys) information and interpretation of such data, -
and other information in CONTRACTOR’s possession.

For the purpose of obtaining new offers, the GOVERN-

MENT and/or EGPC may show any other party uninterpreted

basic geophysical and geological data (such data to be not
less than ofie (1) vear old unless CONTRACGTOR agrecs to

a shorter period, which agreement shall not be unreasonably
withheld) with respect to that part of the Area which is adja-

cent to the area of such new ofter.

ARTICLE XV

Responsibility for Damages

CONTRACTOR shall entirely and solely be responsible in
law toward third parties for any damage caused by CONTRA-
CTOR’s exploration operations and shall indemmiy the
GOVERNMENT andjor EGPC against all damages for whick
they may be held liable on account of any such operations. |

ARTICLE XVI

Privileges of Government Representatives

Duly authorized representatives ofr the GOVERNMENT

shall have access to the Area covered by this Agreement and to
the operations conducted thereon. Such representatives may
examine the books, registers and records of CONTRACTOR
and Operating Companv and make a reasonable number of
surveys, drawings and tests for the purpose of enforcing this
Agreement. They shall, for this purposc, be entitled to  make
reasonable use of the machinery and instruments of CONTRA-
CTOR. or Operating Company on the condition that no danger
or impediment to the operations hercunder shall arise directly or
indirectly from such usc. Such representatives shall be given
reasonable assistance by the agents and employees of CGON'TRA-
CTOR or Operating Company so that none of the activities shall
endanger or hinder the safcty or efficiency of the opcrations.
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CONTRACTOR or Operating Company shall ofler sueh
representattves all privileges and facilities accorded to its own
employees m the ficld and shall provide them, free of charge, the
use of reasonable office space and of adequately turnished housing
while they are in the field for the purpose of facilitating the objec-
tives of this Article. Without prejudice to Articel XIV any and
all information obtained by the GOVERNMENT or its
representatives under this Article XVI shall be kept confidential
with respect to the Area

ARTICLE XVI
Employment Rights and Training of Arab
Republic of Egypt Perosonnel

(a) Itis the desire of EGPC and CONTRACTORthat operations
hereunder be conducted 1n a busmess-like and efficient mannecr.

. The expatrtate admunstrative, professtonal and technical
personnel emploved by CONTRACTOR or Operating
Company and the personnel of its contractors for the
conduct of the operations hercunder, shall be granted
a residence as provided for in Law No. 89 of 1960 as
amended and Ministerial Order No. 280 of 1981 as
amended, and CONTRACTOR agrees that all im-
migration, passport, visa and employment regulations of
the A.R.E. shall be applicable to all alien employees of
CONTRACTOR working in the AR.E.

2. A minimum of twenty-five (25) percent of the combined
salaries and  wages of each of the expatriate admmis-
trative, professional and technical personnel employed
by CONTJR'ACTOR or Operating Compary shall be

patd monthly in Egvptian Cutrency.

(b)) CONTRACTOR and Operating Company shall each select
its employees and determine the number therecf. to bhe used

for operations hereunder.
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(c) CONTRACTOR shall after consultation with EGPC,
preparc and carry ‘out specialized trairing programs for all
its A.R.E. employecs engaged in operdtioris hereunder with
respect to applicable aspects of the petroleum industry.
CONTRACTOR and Operating Company underteke to
replace gradually their non-executive ﬁ‘XpdtllatL staﬁ"s by
qualified nationals as they are available. - | |

(d) During the period when CONTRACTOR is conducting
Exploration, CONTRACTOR shall give mutually agreed
numbers of EGPC employees an apportunity to attend and
participate - in - CONTRACTOR’s .and .CONTRACTOR’s

athliate tr ammg programs relating to LXPIOI’E{UOH and develc-
ment opelatmnﬁ In thé event that the total cost of such
programs is less than -fifty thousand (50,000) United Staics
dollars in anv I‘mm*c al Year during such peried, CONTRA-

CTOR shall pav EGPC the amount of the shertfall withir
thirty 30) days foll{}wn*n the cnd of such Financial Year.

ARTICLE XV IH S

Laws and Regulatmns
(a) GONTRACTOR and Operating Company shall be subject
to Law No. 66 of 1953 (excluding Article 37 therecof)
as amended by Law No. 86 of 1956 and the regulations issuec
for the implementation thereof, including the regwations for
the safe and eflictent performance of operations carried out
for the execution of this Agreement and for the conservatios:
of the petr olcum resources of the A.R.E. provided that n«
regulations, modification  or lnlﬂlplcl.athm thereof  shali
be contrary to or iuconsistent with the provisions of this

Agremnent.

(0) EGPC; CONTRACTOR and Operating Company shazli
be exempted from all taxes and duties, including but nct

limited to taxes on the extracting, producing, exporin:g o
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transporting of Petroleum hereunder except as provided in
Article III paragraph (f) for ncome taxes.  CONTRACTOR
shall also be exempted from any tax on capital.

(¢) The rights and obligations of EGPC and CONTRACTOR
under, and for the effective term of this Agreement, shall be
governed by and in accordance with the provisions of tlas
Agrecment and can only be altered or amended by the
mutual agreement of th¢ said contracting parties.

(d] The contractors and sub-contractors of CONTRACTOR
and Operating Company shall be subject to the provisions of
this Agreement which affect them. Insofar as all regulations
which are duly issued by the GOVERNMENT apply tron:
time to time and are not in accord with the provisions of this
Agreement, such regulations shall not applv to the CONTRA-

CTOR and sub-contractors.

(¢} LEGPC, CONTRACTOR, Operating Company and thenr
sub-contractors shall for the purposes of this Agreement be
exempted from all professional stamp duties 1mposed by
syndical laws with respect to their documents and activities

hereunder.

ARTICLE XIX
Right of Requisition

(2) In casc of national emergency due to war or imminent
expectation of war or internal causes, thc GOYERNMENT

may requisition all or part of the production from the Area
obtained hereunder and require Operating Company to
Increase such production to the utmost possible maximum.
T'he GOVERNMENT may also requisition the oil field itself

and, 1if necessary related facilities,

(5} In anv such case, such requisition shall not be eftected except
after inviting EGPC and CONTRACTOR or their
representative by registered letter, with acknowledgement
of receipt, to express their views with respect to such requisi-
tiomn.
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(¢) The requisition of production shall be effected by Ministerial
Order. Any requisition of an oil field itself or any related
facilitiés shall be effected by a Presidential Decree duly noti-
hed to EGPC and CONTRACTOR. ' -

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

15 maintained, including

1. All damages whith result from such requisition ;

2. Full ff:pa:fnlent cach month for all Petroleum extracted
i . ..by the GOVERNMENT less the royalty share of such
| productlon

Howevm any damage resulting from f:nemy attack is not

withirt the meaning of this paragraph (d). Paymentfiereun-
der shall be made to CONTRACTOR 1n U.S. Dollars remit-

table abroad. 'The _price. paild to CONTRACTOR for
Petroleum taken shall be calculdted in accordance with Article

VII paragrapli = (c).’

L_- t. . . N <. ,; . ARTICI:E XX . .

A -
o

Aséignment
() Neither EGPC nor CONTRACTOR may assign to a person,

firm .or corporation, in whole or in part, any of its rights,
prwﬂcges duties or obhgatlons under this Agreement without
the written consent of the GOVERNMENT.

(6) 'To-enable consideration .to. be given. to any request for such
consent, the following conditions must be fulfilled -

1. Tlhe Obligatimis of the aSSigrlol;'dérlviﬁ-g‘from this Agrec-
ment.must have been duly fulﬁlled as of the date such
request 1S made

I LN

—-_— i T e —
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2. ©ihc mstrument of assignment must include provisions stet-
ing precisely that the assegnee is bound by all covenants

contained in this Agreement and anv modifications or

additions m writing 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
‘betng formally executed.

(¢) Any assignment made pursuant to the provisions of this Article
shall be frec of any transfer or related taxes, charges or fees.

(4) As long as the assignor shall hold any interest under this
Agreement the assignor together with the assignee shall be
jointly and severally liable for all duties and obligations of

CONTRACTOR under this Agreement.

ARTICLE XXI

Breach of Agreement and Power to Cancel

(a) The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decree, with respect to
CONTRACTOR, in the following instances :

L. It 1t knowingly has submitted any false statements to
the GOVERNMENT which were of a material conside-
ratton for the execution of this Agreement ;

2. It it assigns any interest hereunder con trary to the provi-
sions of Article XX hereof

3. It it is adjudicated bankrupt bv a court of competen t

jurisdiction ;

4. Ifit does not comply with any final decision reached zs
the result of court proceedings conducted under Article
XXIHTI paragraph (a) hereunder ;
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5. If 1t 1intentionally extracts any mineral other than
Petroleum not authorized by this Agreement or without
the authority of the GOVERNMENT, except such
extractions as may be unavaidoble as the result of opera-
tions conducted hereunder in accordance with accepted

petroleum industry practice and which shall be notified
to the GOVERNMENT or its representative as soon as
possible : and

. If'it commits any material breach of this Agreement or
of the provisions of Law No. 66 of 1953, as amended by
Law No. 86 of 1956, which are not contradicted by the

provisions of this Agreement. Such cancellation shall
take place without prejudice to any rights which may

have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the ProvIs

161:S ot
this Agreement.

(0) TEthe GOVERNMENT deenis that oneof the aforesaid causes

(Other than a force majeure cause referred to in Article XXTT

hereot) exists to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice

personally served on CONTRACTOR’s General Manager

in the legally official manner and receipt of which is acknow-

ledged by him or by his legal agents, to remedy and remove

Such cause ; but if for any reason such service ig impossible

due to uunotified change of address, publication in the
Official Journal of the GOVERNMENT of sucii notice shall

be considered as validly served upon CONTRACTOR. Ir
at the end of the said ninety (%0) days notice period such cause
has not been remedied and removed, this Agreement may
be cancelled forthwith by Order or Presidential Decree as
aforesaid ; provided however, that if such cause or the failure

to remedy or remove such cause, results from any act or omis-

ston. of one party, cancellation of this ‘Agreement shall be
cifective only against that p

arty and not as against the other
party hereto.
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ARTICLE XXII

Force Majeure

(a) The non-performance or delay in pertormance by EGPC
and CONTRACTOR, or cither of them of any obligation
under this Agreementshall be excused if and to the extent that,
such non-performance or delay is caused by force majeurc. The
pertod of any such non-performance or delay, together with
such period as may be necessary for the restoration of any

damage done during such delay, shall be added to the tine
given in this Agreement for the performance of such obli oation
and for the performance of any obligation dependent thereon
and consequently, to the termi of this Agreement, hut only
with respect to the block or blocks aflected.

(b) <Force Majeure™, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVERN.-
MENT of the ARAB RPEUBLIC Of EGYPI, or
the GOVERNMENT of CONTRACTOR, with respect to
CONTRACGTOR whether promulgated in the form of 4 law
or otherwise or any act of God, insurrenction, riot, war, strike
and other labor disturbance, fires, floods or any cause not due
to the fault or negligence of EGPC or CONTRACTOR or
either of them, whether or not similar to the toregoing,

provided that any such cause is beyond the reasonable control
of EGPC and CONTRACTOR, or either of them

(¢) Without prejudice to the above and except as may be other-
wise provided herein, the GOVERNMENT shall incur ne
responsibility whatsoever to EGPC and CONTRACTOR,
or etther of them for any damages, restrictions or loss arisiy o
m consequence of such case of force majeure except a force
majeure caused by the order, regulations or direction of tlye
GOVERNMENT of the ARAB REPUBLIC OF EGYP1.
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(2) If the force majeure event occurs during the initial exploration

(a)

()

period or any extension thereof and continues in effect for a
period of six (6) months CONTRACTOR shall have the option
upon ninety (90) days prior written notice to EGPC to
terminate its obligations hercunder without further lability

of any kind,

ARTICLE XXIII
Disputes and Arbitration

Any dispute, controversy 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
referred to the jurisdiction of the appropriate A.R.E. Courts
and shall be finally settled by such Courts

Any dispute, controversy or claim arising out of or relating to
this Agreement, or breach, termination or invalidity thereof

between CONTRACTOR and EGPQC shall be settled by

arbitration in accordance with the Arbitration Rules of the
Regional Center for Qommercial Arbitration-Cairo (the
Gentre) in effect on the date of this Agreement, The award
of the arbitrators shall be final and binding on the parties.

I'he numbear of arbitrators shall be three.

Fach party shall appoint one arbitrator. 1f, within thirty
days afterreceipt of the claimant’s notification of the appoint-
ment of an arbitrator the respondent has not notified the
clatmant in writing of th=name of the arbitrator he appoints

the claimant miy regaest the Cantre to appoint the second
arbitrator,

T'ne two arbitrators thas anpointed shall choose the third
aroitrator whs will act as tha presiding arbitrator of
the tribuaal.  If within thirty days after the anpointment of
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the second arbitrator, the two arbitrators have not agrecd
upon the choice of the presiding arbitrator, then either party
may request the Secretary General of the Permanent Court
of Arbitration at the Hague to designate the appomnting

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 U.S.A. and of a country
which has diplomatic relations with béth A.R.E. and U.5.A.
and who shall have no economic interest in the oil business

of the signatories hereto.

. /) Unless otherwise agreed by the partics to the arbitration, the
arbitration including the making of the award, shall take
place in Cawo. A.R.E.

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

provisions of this Agreement shall govern.

(h)y If for whatever reason arbitration 1 accordance with the
above procedure would likely fail) then the parties agree that
all disputes, controversies or claims arising out of or relating
to the Agreement or the breach, termination or invalidity

thereof shall be settled by arbitration in accordance with the
UNGITRAL Rules.



VAAA R el YA B { ) 19 os m dew Jl o by g

( OIpwallg dast JE o5t A1)
A1 LW igitdl 2.0 o))
gl dobdl OU ity Sl ¥l Olal iy 6 saadl ow (1)
pge dslo Vo ailal péy dhadle ABlEY ods L g Jolill
et Jl (@05 1 e G ade i 5T Spm Y 4T o gl
A R - R S| VS IR\ S RO A I\ S

GG G L Sl g o 1 el 150 DB sy (o)
4...@*“ 3 Q:ML»;‘S’\ Ao Y 9  SOVUS [y Ade 9 ia..laﬂ'ij' ﬁ L VO [ _;f (5 i
JL‘*—-'**-"";{) “ﬁ'&-‘-#‘ Jﬁ‘-}w _J_){ﬁsi tyj ¢ ‘L-_-xQA é{ﬁ}j ‘\JL: U:b r@MT
_3_3__-‘-':*:3“ k}z{' L.,S #Cifﬁc J::;-b CJL‘::M Lﬁé L;.;,LJL :.3_3.:'»}“ djl.ﬂ.kl
4{( ji JU-‘ f’gﬁj uls; dan i)l c{#;ﬂ_] C.._fzz" \fj S’L.:H.H ..__.;L._TT‘/U l@..b-..u_a
(’l&:‘:ﬁ\ d..._.l:u (_'j"” L}jl}ﬂl Ua.m_g iC*(ﬁ#C (.55 rf"’*’ ‘5‘ ‘_SJ.‘:-{ q-.:.ij..::?

o Jadl VaAy 4] Voa (5; &3 ¢ L

G ol s Dl e i W1 GBS om ()
{ O35 _pmallg doalelt 550U 1Y )

Ldxe e glaall th“j O gedl | C)jj gtafl

e s ¢ el Ce ¢ Sl LEWHE I 5T SRl e o
S N

wf!.ﬁ 4>, 9 W@JL,__A,,"{ Zaald b Glemdl o sl Zf_JJ_,SJI e lact (\)

s L‘ij.} 0.4 Lo n!;ﬁﬂ! E.:f-_}.b_g )La_..a%ﬂ CA alili,
Adls OYY Slaall 145 Uoes dopialt oi i dlias) elhel ()

I Asl gy 83 gl Kb e Dl (6T LA ALY
C__...,d_ﬂ ¢ !:J_jb SJ..?:I_}:U ::SMLY‘ &.J!j :J\_urijlj ;:..Jlé.ali_g JWJ.“



V00 VA A s ¥R 6 () B ol o e B

ey ekl—

ARTICLE XXI1V

Status of Parties

(a) The rights, duties, obligations and liabilities in respect of
EGPC and CONTRAGCTOR hereunder shall be several and
not joint or collective, it being understood that this Agree-
ment shall not be construed as constituting an association or

corporation or partnership.

(b)) CONTRACTOR shall be subject to the laws of the place
where it is incorporated regarding its legal status or creation,
organization, charter and by - laws, sharcholding, and
ownership. CONTRACTOR’s sharecs of capital which are
entirely held abroad shall not be negotiable in the A.R.E.
and shall not bz offered for public subscription nor shall they
be subject to the stamp tax on capital sharcs nor any tax or

duty in the A.R.E. CONTRACTOR shall be exempted
from the application of Law No. 159 of 1981 as amended.

(¢) All parties comprising CONTRACTOR shall be jointly and
severally liable for the performance of the obligations under
this Agreement.

ARTICGLE XXV

Local Contractors aud Locally Mauufactured Material

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

(a) Give priority to local contractors as long as their prices
and performance are comparable with international

prices and performance.

(8) Give preference to locally manufactured material, equip-
ment, machinery and consumables so long as their quality
and time of delivery are comparable to internationally
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available materials, cqulpment, machinery and consu-
mables. However, such material, equipment, machi-
nery and consumables may be imported for operations
conducted hereunder if the local price of such items at
CONTRACTOR’s or Operating Company’s operating
basein A.R.E. is more than ten (10) percent higher than
the price of such imported items before customs duties,

but after transportation and insurance costs have been
added.

ARTICLE XXVI

Arabic Text

The Arabic version of this Agreement shall, before the courts
ol A.R.E. be referred to in construing or interpreting this Agree-
ment ; provided however, that in any arbitration pursuant to
Article XXIII hereabove between EGPCG and CONTRACTOR
the English and Arabic versions shall both be referred to as having
~qual force in construing or interpreting the Agreement.

ARTICLE XXVII
Gas

(a) If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACGTOR shall in good faith study
all possible economic alternatives for its use and mutually
agree on the best alternative. The cost and expenses in the
field of producing non-associated gas shall be recovered in
accordance with the Cost Recovery Principles of Article VII.

(¢) Production Sharing Principles of Article VII shall apply to
the value of associated and non-associated gas if sold for export
and not used in operations, flared or re-injected. However,
any (ras not exported outside A.R.E., in aliquid or solid state,
or not used in operations (including re-injection), or not used
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internally in the A.R.E. with EGPC’s agreement pursuant
to Paragraph (a) above shall be the property of the State
and may be utilized by EGPC and EGPC shall not be liable
for payment to CONTRACTOR of any costs or expenses
respecting any past operations of CONTRACTOR related
to such Gas. Under no circumstances will CONTRACTOR

be responsible for or bear any cost or expenses incurred for
utilization of Gas used internally by EGPC alone in the A.R.T.

Notwithstanding Article III (d), in the event of a Com-
merclal Discovery in respect of Gas (in circumstances where

CONTRACTOR is entitled to Gas pursuant to Article
XXVI), subject to the approval of the Minister of Petroleum
and Mineral Resources the threc (3) year period may be
extended by one (1) additional vear for the establishment
of Commercial Production from a Development Block
containing such Gas if necessary to allow for the development
of a project for the supply and sale of such Gas to a market
including the finalization of a contract for the sale of such
Gas, the development of the Gas Reserves and construction
of production and transportation facilities.

ARTICLE XXVIII

General

T'he headings or titles to each of the Articles to this Agreement
are solely for the convenience of the parties hercto and shall not

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

ARTICLE XXIX
Approval of the A.R.E. Government

TTus Agreement shall not be binding upon any of the parties
hereto nnless and until a law is issued by the competent authorities
of the A.R.L. au thorizing the Minister of Petroleum and Mineral
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Resources to sign sald Agreement and giving this Agreement full
force and effect of law notwithstanding any countervailing

governmental enactment, and the Agreement is signed by the
GOVERNMENT, EGPC, and CONTRAGTOR.

ARAB REPUBLIC OF EGYP!
BY :

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

BP PETROLEUM LIMITED PARTNIERSHIP
BY :



o | * . pe "”
VAAA 4w el TR (C:u) ¥4 oAl Arns | o-k.'t“;,? r\g\'

S o e g

i

iy py— e ————

il

1)) d::j.u
p1 e At
dunihly vgopem
o ol o) @9 ) () (g DA
3
ds ) o) gt dabs

u*':*.s“““ c-”‘

dall Lsuo 8

T ‘- ] b b " . - .f._ 1.;
Vs b e g Al S o syle €y o=l

L:-:"‘_;E; T¢+*¢¢ :
BB i Loy Ledear It Bkl (ps

i—:*?hﬁfi t}s O b C:"f" L"JJl RS R et 5»L5 V%3¢ anldl Aslia {#J
LY R RECTI (P R e ¥ AN (L RUESI N

Ao Al Ut LhaS Bt e Jab b alusiaby Yl Sva e
* ((s..._..r)) u:*.ﬂ.l.t L*-.—.HE:_&A

Cen Gl G oas all cmdl Dbt o L hs O dis Ml s os

Bty Lo s Y i LL:;_;A 5w § ST OT (G lp Awad

L.:Ll:._‘l‘ -LﬂlD:...ﬂ d b.}j::-v Al;i dué‘ ..;_ﬁcj* IL'E.J-" 1L§U ':L-‘-*—Ji-* "'"--'-':"-:H*-ﬂ-” ;"*'-"’;’ 5‘”
W L.

J:»L.J‘ & (S > (O E” S r-L._,.. b m,.._._l.l 1 Lm-..” _};ﬁ:ﬁ N B
—l:.br_v‘h-bs-_n ]-l.& '-’Jﬁ_ g:j‘_” H:.-_” n.J..d‘-'- ij«:w.}},,)‘ t.d::;] u.,f..H
e ¢ LLi'Ji | i le UJL.J! Aot a[:U

(5



VAY tmad d el v g Cfb) V4 2adi L dwn JH 5 ool

ANNEX A
CONCESSION AGREEMENT

BETWEEN
A.R.E. and E.G.P.C.
AND
BP PETROLEUM LIMITED PARTNERSHIP

IN

ABU ZENIMA OFFSHORE AREA

GULF OF SUEZ
DESCRIPTION OF THE AREA

Annex “B” 1s an illustrative map at an approximate scale of
1 :250,000 showing the Arca covered and affected by this Agree-

ment,

Lhe Area mecasures approximately 169.4 square kilometres.
It 1s composed of all or part of 16 Exploration Blocks defined on
a 3’ by 3' grid using Latitude 29° 00’ N and Longitude 33° 00’ Eas

reference lines and shown in Annex ¢“B*.

It 1s to be noted that the delineation lines of the individual
Exploration Blocks in Annex <B*’ are intended to be only illustra-
tive and provisional and mav not show accurately their true
position in relation to existing monuments and geographical
features. The Area is bounded by a group of straight lines except
where the boundary runs along the Eastern shore of the Gulf of
Suez, in which case the boundary shall run along the high tide
water line on such shore.

Co-ordinates of the corner points of the Area are given in the
following table which forms an integral part of Annex «A”.
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ABU ZENIMA OFFSHORE CONCESSION

——————— —
POINT LATITUDE J LONGITUDE

No. NORTH EAST DUE

. , C
Commencing at Lomt 1 on the high
tide water line of the eastern co ast,

Gulf of Suez.

1|28 34 227 33° 10" 45~ I Northwest to Point 2

2 |28 55 3.727 | 33° 09" 27.427 Southwest to Point 3

3 28° 517 47.34" l 33° 06" 56.71” Northwest to Point 4

4 28° 547 19.02" | 33° 02’ 4].25" Northeast to Point 3

S 28 547 46-30" | 33° 03’ 02.12"  North to Point 6

3] ! 29° 007 42~ 33° 027 50~ Northeast to Point 7

7 | 29° 03" 36 33° 05" 20~ Southeast along the high tide
water line of the eastern

| coast, Gulf of Suez to Point
I. the beginning.

but excluding the area of the Ras
Budran Development Lease, which is
bounded by the following points in
the Gulif of Suez, commencing at Point

& 8'29“ 00 00" 33° 077 00" East to Point 9

9 29° 00" 00° 33° 10" 00~ South to Point 10

10 | 28° 58’ 00~ 33° 10" 00~ West to Point 1}

11 28° 58" Q0 33° 09’ 00~ South to Point 12

12 28° 57" 00" | 33° 09’ 00~ West to Point 13

]3 28° 57" 00" l 33° 06" 00~ North to Point 14

14 28° 59’ 00~ ! 33° 06’ 00" East to Point 135

5 ' 28° 59 00~ I 33% 07" 00~ N{?I‘Ul to Point 8, the begin-

ning :

— e ——————eee e S

_'__-l-—r“._,“
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ANNEX «(C”

Charter of Operating Company
ARTICLE I

A joint stock company having the nationality of the ARADB
REPUBLIC OF EGYPT shall be formed with the authorization
of the GOVERNMENT in accordance with the provisions of this
Agreement referred to below and of this Gharter.

The Company shall be subject to all laws and regulations 1
force in the A.R.E, to the extent that such laws and regulations

are not inconsistent with the provisions of this Charter and Agree-
ment referred to below.

ARTICLE Il

The name of the Gompany shall be mutually agreed upon
between EGPC and CONTRACTOR on the date of the
Commercial Discovery 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 i the
A.R.E. in Cairo.

ARTICLE 1V

The object of Operating Company 1s to act as the agency
through which EGPC and BP Petrolewm Limited Partnership as
CONTRACTOR carry out and conduct the Development
operations required in accordance with the provisions of the
Agreement signed on the Twinty ninth day of December,
1987, by and between the ARAB REPUBLIC OF EGYPT,
THE EGYPTIAN GENERAI PETROLEUM CORPORA.-
TION and CONTRACTOR covering petroleum operations in
the Abu Zenima Offshore Area described therein
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Operating Company shall be the agency to carry out and
conduct exploration operations after the date of Commniercial

Discovery pursuant to Work Programs and Budgets approved
accordance with the Agreement.

11

Operating Company shall keep account of all costs expenses

and expenditures for such operations under the terms of the Agree-
ment and Annex «D” thereto.

Opefating Company shall not engage in any business or
undertake any activity beyond the performance of said operations

unless otherwise agreed upon by EGPC and CONTRACTOR.

ARTICLE V

I'he authorized capital of Operating Company is twentv
thousand Pounds Egyptian divided into five thousand shares of
common stock with a value of four Pounds Egyptian per

sharc
having equal voting rights, fully paid and nomn-assessable.

EGPC and CONTRACTOR shall cach pay for, hold and
own, throughout the life of Operating Company referred to above,
one halt (1) of the capital stock of Operating Company provided
that only in the event that either party should transfer or assigr

the whole or any percentage of its ownershj P Interestin the entirety

of the Agreement, may such transf erring or assigning partv transfer

or assign any of the capital stock of Operating Companv and  in

that event, such transfcrring Or assigning party (and 1S SUCCESSOrs

and assigns) must tranfer and assign a stock interest in Operating
Company equal to the tranferred or assigned whole or percentage

of 1ts ownership interest in the entirety of the said Agreement.
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ARTICLE VI

Operating Company shall not own any right, title, interest
or cstate In or under the Agreementl or any development
lease created thereunder or in any of the Petroleum produced
from any Exploration Block or Development Lease area there-
under or in any of the assets, equipment or other property
obtained or used in connection therewith, and shall not be obliga-
ted as a principal for the financing or performance of any of the
duties or obligations of either EGPC or CONTRACTOR under
the Agreement Operating Company shall not make any profit
from any source whatsoever.

ARTICLE VII

Operating Gompany shall be no more than an agent for
EGPC and CONTRACTOR. Whenever jt is indicated hereir;
that Operating Company shall decide, take action or make 2z
proposal and the like, it is understood that such decision or judge-
ment 1s the result of the decision or judgement of EGPC,

CONTRACTOR, or EGPC and CONTRACTOR, as may be
required by the Agreement.

ARTICLE VIII

Operating Company shall have 3 Board of Directors consis-
ting of eight (8) members, four (4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR. The
Chairman shall be designated by EGPC and shall also be 2
Managing Director. CONTRACTOR shall designate the Gepne-
ral Manager who shall also be a Managing Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid if 2 m ajority
of the Directors are present and  any  decision taken at
such meetings must have the affirmative vote of five (5) O more
ot the Directors ; provided, however, that any Director may  be
represented and vote by proxy held by another Director.
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ARTICLE X

General meetings of the Sharcholders shall be valid if a
majority of the capital stock of Operating CGompany is represented
thereat. Any decisions taken at such mectings must have the
affirmative vote of Shareholders owning or represen ting a majority
of the capital stock.

ARTICLE XI

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

The Board shall, in due course, draw up the by-Laws
of Operating Company and such by-Laws shall be effective upo
being approved by a General Meeting of Shareholders, in
accordance with the provisions of Article X hereof.

ARTICLE XII

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

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

- It shall be wound up if the Agreement referred to ahove is
terminated for any reason as provided for therein.

LGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

B.P PETROLEUM LIMITED PARTNERSHIP
BY :
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ANNEX «D?*?
Accounting Procedure

ARTICLE 1

General Provisions

1. Defmmitions :

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

(@) “Agreement” means'the Concession Agreement of which

this Annex is a part.

(8) “Non-Operator” means the parties to the Agreement

other than GCONTRACTOR when it is performing work.

2. Statements of Activity
(¢) CONTRACTOR shall pursuant to Article IV or this

(6)

Agreement and until the coming into existence of the
Operating Company render to Non-Operator within
thirty (30) days of the end of each Calendar Quarter a
Statement of Exploration Activity reflecting all charges
and credits related to the Exploration operations for

that Quarter summarized by appropriate classifications
indicative of the nature thereof.

Operating Company, shall render to EGPC and a
CONTRACTOR within fifteen (15) days of the end of
each Calendar Quarter a Statement of Development and
Exploration Activity reflecting all charges and credits
related to the Davelopment and Exploration operations
for that Quarter summarized by appropriate classifica-
tions indicative of the nature thereof except that items

ot controllable material and unusual charges and credits
shall be detailed.
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3. Adjustments and Audits

(4) Each Statement of Exploration Activity shall cor.clusively
be presumed to be true and correct after three (3) mor ths
following the receipt of esch St.tement bv EGPC ur less
within the s id three (?) months ECIC takes wiitten
exception thereto pursuant to Article IV (f) of the Agree-
ment, During said three (3) months period supportirg
documents will be available for inspection by EGPC

during all working hours. CONTRACTOR will have

the same audit rights on Operating Company Statements
as EGPC under this sub-paragraph.

(0) All Statements of Activity for Development for any
Calendar  Quarter shall conclusively bc presumed
to be true and correct three (3) months following the
receipt of such statement unless within the said three
(3) months period EGPC or CONTRACTOR t: kes
written exception thereto. Pending expiration of said
three months EGPC or CONTRACTOR or both
of them shall have the right to audit Operating
Company accounts, records and supporting documen ts
tor such quarter in the same manner as provided in
Article TV (f) of the Agreement.

4. Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any shall
be kept in the A.R.E. in U.S. Dollars. All U.S. Dollar expendi-
tures shall be charged in the amount expended. All Egyptizn
Pounds expenditures shall be translated to U.S. Dollars at the
official buying rate of cxchange issued by the Central Bank of Egypt
on the first day of the month in which expenditures are recorded,
and all other non-U.S. Dollar expenditures shall be translated to
US Dollars at the buying rate of exchange for such currency as
quoted by National Westminster Bank Limited, London at 10.30
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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 translating Egyptian Pounds or other non-U.S. Dollars expendi-

tures to U.S. Dollars.

5. Precedence of Documents

In the event of any inconsistency or conflict between the pro-
visions of this Accounting Procedure and the provisions cf the
Agreement treating the same subject differently, then the
provisions of the Agreement shall prevail.

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,
this Accounting Procedure may be revised from time to time in the

hght of future arrangements.

7. No Charge for Interest on Invesiment

Interest on investment or any bank fces or charges shall not,
at any time be charged as recoverable cost under the Agreement.

ARTICLLE 1I

Costs, Expenses and Expenditures

Subject to the provistons of the Agreement, CONTRACTOR
shall alone bear and, directly or through Operating Company,
pay the following costs and expenses, which costs and expenses
shall be classified and allocated to the activities according to sound
and generally accepted accounting principles and treated and
recovered in accordance with Article VII of this Agreement :

]. Surface Rights

All direct cost attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force

for the Area.
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Labour and Related Costs

(A) Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly
engaged In the various activities under the Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and employed
in such activities. Such salaries and wages to be certified
by a certified public accounting firm. Reasonable revisions
of such salaries and wages shall be effected to take into

account changes in CONTRACTOR’s policies and
amendments of Laws applicable to salaries. For the
purpose of this paragraph 2, and paragrash 3, salaries
and wages shall mean the assessable amounts for A.R.E.
income Taxes, including the salaries durine the vacations
and sick leaves, but excluding all the amounts of the
other 1tems covered by the percentage fixed under (B}
below.

(8) For cxpatriate employees permanen tly assigned to Egypt;
1. All allowances applicable to salaries and wages :

2. Cost of established plans ; and

3. All travel and relocation costs of such expatriate
‘employees  and their families to and from
the employee’s country or point cf origin at the time
of employment, at the time of separation, or zs a
result of transfer from one location to another
and for wvacation ( transportation costs for
employees and their families "transferring frem
A.R.E. to another location other than their country
of origin shall not be charged to A.R.E. Operaticrs)

Costs under this sub-paregrerh 2.B shell be decrred
to be ecual to Seventy two (72) percert, except
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for employees whose families have not been transferred
to A.R.E. in which case the percentage shall be
(52) pereent, of basic salaries and wages paid for such

cxpatriate personnel including those paid during
vacations and sick leaves as established in CONTRA-

CTOR’s international policies, chargeable under sub-
paragraph 2. A, paragraph 9 and sub-paragraphs 11 (a)
and (c) of this Artcle 11.

However salaries and wages during vacations, sick leaves
and disability are covered by the foregoing percentage.
The percentage outlined above shall be deemed te refiect
CONTRACTORs actual costs as of the Effective Date
with regard to the following beneiits, allowances and

CO3tS !

1. Hoeusing and Uulities Allowance.

2. Commodities and Services Allowance.

3. Special Rental Allowance.

4. Vacation Transportation Allowance

5. Vacation Travel Expense Allowance.

6. Vacaticn Excess Baggage AlMowance.

7. Education Allowances (Children of Expatriate

Employees).

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

9. Storage of Personal Effects.
10. Housing Refurbishment Expense.

11. Property Management Service Fees.



- S — sl I i — el R p—. —
A
i

o a0 ‘-j"“.’. — Y

+ Seledl ela .y

v oAl e eleadd Gt el g
v ebeadl it W e

¢ oxalis ua_,ﬂ — i

W Bt Slad szl ) s sull o5k 5y

. dv__fiw—"—” ‘u&:-:.ﬂ L.J"\* — X

o Jlwnll Ol ga — YX

et s AN el ol vy
o b ol Ja s v

o Jolad Al et e B!

o Oleie (1) O S adla 4l il 8 B sl
S il Dol Lgd gan A1 OBsW By 3b gk
v 3 A sda atie shde o Jlalld

O el eV 3 As T it san @ s Y Sl
Sam 5 il Jslidh 3, all sl B Oawsy QT
voadlo 5, Salt bl SV e BT



VEV 1aAA G o YA G (el ) F ol st B ol

— . .

12. Recreation Allowance.
13. Retirement Plan.

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. FEducational Assistance.
20. Military Service Allowance.

21. F.I.C.A.
22. Workman’s Compensation.

23. Federal and State Unemployment Insurance.

24. Personnel Transfer Expense.

25. Any other Costs, Allowances and Benefits of a like
naturc as established in CONTRACTOR’s Interna-

tional Policies.

The percentage outlined above shall be reviewed at
mtervals of three (3) years from the Effective Date and
at such ttime CONTRACTOR and EGPC will agree
on new percentages to be used under this paragraph.
Revisions of the percentages will take into consideration
varlances m costs and changes in CGONTRACTOR’s
mternational policies which change or exclude any of the
above allowances and benefits.
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Ths revised parcentages will refiact as nearly as possi-
ble GONTRACTOR’s actual costs of all its established
allowances and bznefits and of pezrsonnel transfers.

(C) For expatriate emblovees temporarily assigned to Egypt
all allowances, costs of established plans and all travel
relocation costs for such expatriates as paid in ac-
cordance with CONTRACTOR’s international policies.
Such costs shall not include any administrative over-
hiead other than whatis mezntioned in Article II. 11.

(D) Costs of expenditure or contributions made pursuant to
law or assessment imposed by governmental authority
which are applicable to labour cost of salaries and
wages as provided under sub-paragraphs 2 A and 2 B,
paragraph 9 and sub-paragraphs 11 (a) and 11 (c) of
this Article 1I.

Benefits, Allowances and Related Costs of National

- Employees

Bonuses, overtime, customary allowances and benefits on a

basis similar to that prevailing for Qil Companies operating in
A.R.E., all as chargeable under sub-paragraph 2 A, paragraph 9
and sub-paragraphs 11 (a) and 11 (c) of this Articlell, Severance
pay will be charged at a fixed rate applied to payrolls which
will equal an amount equivalent to the maximum liability of
severance payment as required under the A.R.E. Labour Law.

Material

Material, equipment and supplies purchased or furnished as
such by CONTRACGTOR or Operating Company.
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‘a) Puarchases

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

) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRAC-
TOR may furnish such material from CONTRACTOR’s
affiliates stocks outside the A.R.E. under the following

conditions

[. New Material (Condition “A”)

New Material transferred from CONTRACTOR’s

affiliates warehouse or other properties shall be
priced at cost, provided that the cost of material
supplied 1s no higher than international prices for
material of similar quality supplied on similar
terms, prevailing at the time such material was sup-

plied.

[-J

Used Material (Ccmditions «B” and «(C’)

(a) Material which 1s in sound and serviceable

condition and is suitable for re-use without
reconditioning shall be classed as Gondition
“B” and priced at seventy-five percent (75%)
of the price of new material.

Material which cannot be classiied as Condi-
tion «B” but which is serviceable for original
function but substantially not suitable for
reconditmning, shall be classed as QCondition
«“(G” and priced at fifty percent (50%) of the

pricc of new material.

Material which cannot be classified as Condi-

tion “B” or Condition “G” shall be priced at
a value commensurate with 1ts use.
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5.

(¢)

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

Warranty of Materials Furnished by CONTRA.
CTOR

CONTRACTOR does not warrant the material
furnished beyond or back of the dealer’s or manufacturer’s
guaranty ; and in case of defective material, credit shall

not be recorded until adjustment has been received by
CONTRAGTOR from manufacturers or their agents.

Transportation and Employee Relocation Costs :

@

(&)

()

(a)
(6)

Transportation of equipment, materials and supplies
necessary for the conduct of GONTRACTOR’s activi-

ties.

Business Travel and Transportation expenses to the
extent covered by established policies of CONTRACTOR
or with regard to Expatriates and Nationals, as incurred
and paid by, or for employees in the conduct of

CONTRAQGTOR’ business.

Employees transportation and relocation costs for
National employees to the extent covered by establishe
policies.

Services

Outside services. The costs of contracts for consultants,
services and utilities procured from third parties.

Costof services performed by EGPC or by CONTRAGTOR
or their Affiliated Companies in facilities inside or outside
the A.R.E. Regular, recurring, routine services, such as
interpreting magnetic tapes and or other analyses,
shall be performed and charged by EGPC and or
CONTRACTOR or their Afhiliated Companies at an
agreed contracted price. Major projects involving
engineering and design services shall be performed by

EGPC and or CONTRACTOR or theirr Affiliated

(lompanies at a negotiated contract amount.
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(¢) Usc of EGPCG’s CONTRACTOR’s or their Affiliated
Companites’ wholly owned equipment shall be charged
at a rental rate commensurate with the cost of ownerhip

and operation, but not in excess of competitive rates
currently prevailing in the A.R.E.

(d) CONTRACTOR’s and its Affiiated Companies’ rates

shall not include any administrative or overhead costs
other than what 1s mentioned in Article IT 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 anv other
cause not controllable by CONTRACTOR through the exercise
of reasonable diligence. CONTRACTOR or Operating Com-
pany shall furnish EGPC and CONTRACTOR written notice of
damages or losses incurred in excess of ten thousand (10,000) U.S.
Dollars per occurrence. as soon as practicable after report of

the same has been reccived by CONTRACTOR or Operating

Company.

8. Imsurance and Claims

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

The proceeds of any such insurance or claim collected shall be
credited against operations.

Itno msurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRACTOR or
Operating Company in settlement of any and all losses, claims,

damages, judgements and any other expenses, including legal
services.
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Y. Indirect Expenses

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salartes and expenses of held
supervisory personnel, field clerks, assistants, and other general
employees indirectly serving the Area.

10. Legal Expenses

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, Including
attorney’s fees and expenses as hereinafter provided, together with
all judgements obtained against the parties or any of them on
account of the operations under the Agreement, and actual
expenses incurred by any party or parties hereto in Securing
cvidence for the purpose of defeuding against any action or claim
prosecuted or urged against the operations or the subject matter
of the Agreement. In the event actions or claims affecting the
interests hereunder shall be handled by thelegal staff of one ormore
of the parties hereto, a charge commensurate with cost of providing
and furnishing such services may be made to operations.

11. Administrative Overhead and General Expenses

() While GONTRACTOR is conducting Exploration
activities, cost of staffing ard maintaming GONTRA-
CTOR’ head office in the A.R.E., andfor other offices
established in the A.R.E. as appropnate other than field
offices which will be charged as provided in Article II,
paragraph 9 above, and excepting salaries of employees
of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged
as provided in Article II, paragraph 2 above.
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(b)) CONTRACGTOR’s administrative ovcrhead outside the
A.R.E. applicable to the A.R.E. Exploration operation
shall be charged each month at the rate of five
percent (5%) of total Exploration expenditures while
CONTRACTOR 1s conducting Exploration activities,
provided that no administrative overhead of the
CONTRACTOR outside A.R.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
CONTRACTOR 1is incurring and charging hereunder

due to activities under the Agreement and covered by
sald percentage are :

1. Executive - Time of executive officers.
2. Treasury » Fmancial and exchange problems.

3. Purchasing - Procuring materials, equipment and

supplies.

4. Exploration and Production - Directing, advising
and controling the entire project.

5. Other departments such as legal, comptrollers and
engineering which contribute time, knowledge and
experience to the operations.

The foregoing does not preclude charging for direct
service under sub-paragraph 6 (b) of this Article II.

‘¢) While Operating Company is conducting activities,
Opcerating Company’s personnel engaged in general
clerical and office work, supervisors and officers whose
time 18 generally spent in the main office and not the
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field, and all employees generally considered as general
and administrative and not charged to other types of
expense will be charged to operations. Such expenses
shall be allocated each month between Explcraticn zrd
Development operations according to scurd and practi-
cable accounting methods.

12. Continuing CONTRACTOR C(Cests

Costs of GONTRACTOR activities rcquired under the
Agreement and incurred exclusively in the A.R.E. after Operatir g

Company 1s formed. No sales expenses incutred outside cr inside

the A.R.E. may be recovered as a cost.

13. Other Impositions
All taxes, duties or levies paid in the A.R.E. by CONTRA-

CTOR or Operating Company with respect to this Agreement
other than those covered by paragraph (f} (1) of Article 111 of this

Agreement.

14. Other Expenditures
Any costs, expenses or expenditures, other than those which

are covered and dealt with by the foregoing provisions of this
Article 11, incurred by CONTRACTOR or Operating Company

under approved Work Programs and Budgets.

ARTICLE 11l

Inventories

1. Periodic Inventories, Notice and Representation

At reasonablc intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating
Company of the operations materials, which shall include all such
material, physical assets and construction projects. Written notice
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of intention to take mventory shall be given by Operating Company
to EGPC and CONTRACTOR at least thirty (30} days before
any inventory is to begin so that EGPC and CONTRAGTOR

may be represented when any inventory is taken. Failure of
EGPC and/or CONTRACTOR to be representcd at an Inventory

shall bind them to accept the Inventory taken by Operating

Company, who shall in that event furnish the party notrepresented
with a copy thereof.

2. Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRACTOKk
and EGPC, and a list of overages and shortages shall be jointly

determined by Operating Company and CONTRACTOR and
EGPG, and the mventory adjusted by Operating Company.

ARTICLE 1V

Cost Recovery

1. Statements of Recovery of Costs and of Cost Recovery
Crude Oil

CONTRACTOR shall, pursuant to Article VII of this
Agreement, render to EGPC as promptly as practicable but not
later than fifteen (15) days after receipt from Operating Company
of the Statements for Development and Exploration Activity for
the Calendar Quarter a Statement for that Quarter showing :

(i) Recoverable costs carried from the previous Quarter if
any.

s

(12) Recoverable costs incurred and paid during the Quarter-
(z'z'z') Total recoverable costs for the Quarter (1) - (ii).
(12) Valuc of Cost Recovery Civde Cil taken ard scparatels
disposed of by CONTRACTOR for the Quarter.

() Amount of costs recovered for the Qnuarter.
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(nt) Amount of recoverable costs carried into the succeeding

Quarter, if any.

(vit) Excess, if any, of the value of Cost Recovery Crude Oil
taken and separately disposed of by CONITRACTOR

over costs recovered for the Quarter.

2. Payments

| It such Statement shews an amount due EGYC, payment
of that amount shall be made in U.S. Dollars bty CONTRACTOR

with the rendition of such Statement. If CONTRACGTOR {ails
to make any such payment to EGPC on the date when such pay-
ment is due, then CONTRACTOR shall pay an interest of 2.359,
hicher than the London Interbank Borrowing Offered Rate
(LIBOR) for three (3) months U.S. Dollars deposits prevailing on
the date such interest is calculated. Such interest paynent shall

not be recoverable.

3. Settlement of Excess Cost Recovery Crude Oil

EGPC having the right to take its entitlement of Excess Cost
Recovery Crude Oil under Article VII (a) of this Agreement, in
kind during the said Quarter, a settlement shall be required with
the rendition of such Statements in case CONTRACTOR has

taken more than its own entitlement of such excess.

4. Audit Right
EGPC shall have a period of twelve (12) months from receipt

of any statement under this Article IV in which to audit and raise
objection to any such Statement. EGPC and CONTRACTOR
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shall agree on any required adjustments. Supporting documents

and accounts will be available to EGPC during said twelve (12)

months period.

ARTICLE V

Control and Major Accounts
. Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control therein
the total amount of Exploration Expenditures reported on State-
ments of Activity prepared per Article I (2) a. hereof, less any
reductions agreed to by EGPC and CONTRACTOR following

written exceptions taken by a Non-Operator pursuant to Article
I (3) a. herecf, in order to determine when minimum Exploration

Obligations have been met.

2. Cost Recovery Control Account

CONTRACTOR will establish a Cost Recovery Control
Account and an offsetting contra account to control therein the
amount of cost remaining to be recovered, if any, the amount of
cost recovered, and the value of Excess Cost Recovery Crude Oil,

if any.

3. Major Accounts

For the purpose 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

Kxpenses.
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Operating Expenscs ;
Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR
to the extent necessary for the control of recovery of costs and the

treatment of Cost Recovery Crude Ol

ARTICLE VI

Tax Implementation Provisions

It is understood that BP shall be subject to Egyptian Income

Tax Laws except as otherwise provided in this Agreement, that
any A.R.E. Income taxes paid by EGPGC on BP’s behalf constitute
additional income to BP, and this additional income is also subject
to A.R.E. income tax, that is ‘“grossed-up”.

BP’s aunual income, as determined in Article I1I (f) 2, less
the amount equal to BP’s grossed up Egyptian income tax Liability,

shall be BP’s «Provisional income”.

The <gross-up value” is an amount added to Provisional
Income to give “Taxable income”, such that the gross-up value

1S equivalent to A.R.E. income taxes.

THEREFORE :

Taxable Income = Provisional Income PLUS Gross-up
‘alue.

And
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Gross-up Value = A.R.E. Income Tax on Taxable income

If the “A.R E. income tax rate’”’, which means the eflective
or composite tax rate due to the various A.R.E. taxes levied on
income or profits, is constant and not dependent on the level of

mncome, then

Gross-up Value = A.R.E. Income taxrate TIMES Taxable

Income.

Combining the first and last equations above,

G Val Provisional Income X Tax Rate
_ ————— e Bate
ross-up Value ] — Tax Rate

Where the tax rate is expressed as a decimal

The above computations are illustrated by the following
numerical example. Assuming that the Provisional Income i1s
€10 and the A.R.E. income tax ratc is 40 percent, then the Gross-

up Value is equal to :

10 0.4
¥ 0 x — 8§ 6.67
1 —0.4
THEREFORE : $

Provisional Income 10.00
PLUS Gross-up Value 6.67
Taxable Income 16.67
LESS : A.R.E. Income Taxes at 40% 6.67

BP’s Income after Taxes 10.00
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