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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION
AND PRODUCTION

Between

The Government of the Arab Republic of Egypt

and

The Egyptian General Petroleum Corporation

and
Pexamin Pacific Limited

Effective

This Agreement, made and entered into on this day
by and between the GOVERNMENT OF THE
ARAB REPUBLIC OF EGYPT <A R.E.s (hereinafter referred 1o
as « The Governmenta), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1958
as amended (hereinafter referred to as «EGPCa) and PEXAMIN
PACIFIC -LIMITED. a companv organized and existing under
the Laws of Hong Kong (hereinafter variously referred 1o as PEX.
PAC or as «CONTRACTOR»).

WITNESSETH

WHEREAS, Law No. 66 of 1933, as anended. established tint E

1l raw matenals, meluding petroleum existing 11 mines and quarries
Hr A RE.
State ;

including the territorial vaters. are the praneriv of e
and |

WHEREAS, LOGPC has anphed {ur o coneessing
tian. development and producuon af petrolewe in and thivoughau

{rir the ﬁg:]nr‘;n-

the Area referred to in Artcle I, and dewcribed m Annexes «A:-
and «<B» which are attached hereof : and

WHEREAS, FPEAPAC agrees to undertake its obligutions provi-
aed hereinafter ay a contractor with respeci 10 the exploration.

development and production of petroleum in said Area, and

WHEREAS, the Minister of Petroleurn and Mineral Wealth,

concession, and

WHEREAS,

pursuant to the provisions of law No. 86 of 1956, may cnter ino

the Minister of Perrcleuin and Mineral Wealth,

a concession agreement with EGPC and with PEXPAC a: 2 cont-

tor, for e petreleum operations in the Area hereinafier referred
[Q.

NOW, THEREFORE, the parties herets aoree as follows

ARTICLE 1

DEFINITIONS
g} ‘‘Exploration” shall include such geolngical, geophisical, aerial

and other surveys as may be contained in the Approved Work

Programs and Budgets, and the drilling of such shot holes, core

lioles, stratigrapliac Lesls, loles for the discovery of petrolews
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(b)

(e

1d)

()

or the appraisal of petroleum discoveries and other related holes

and wells, and the purchase or acquisition of such supphes,

materials and equipment therefor, all as may be contained in
the Approved Work Programs and Budgets. The verh
“explore” means the act of conducting exploration.

“Development’” shall include, but not be imited to, all the
operations and activities pursuant to Approved Work Progranis
and Hudgets under this Agreement :

) with respect to the dnliing of development wells, and

3i) with respect to demgn, construction, installation, servicing
and maintenance of equipment, lines, systems, facilities,
plants and related operations, to produce and operate said
wells, to take, save, treat, handle, store, flare, transport and
deliver petroleum for export, for loca! market, and 10 under-
take repressuring, recycling and other secondary recovery
projects.

“Petrnleun:” means Jiquid crode oil of various densities, as-
phalt. gas, casinghead gas- and all other hydrocarbon substances
that mav be found in, and produced, or otherwise obtained,
and xaved from the Area under this Agreement, and all subs-

tances that may be extracted therefrom.

“Liquid Crude Oil" or “Crude Oil" means any hydracarbon
produced from the Area which is1n a liquid state at the well-

head or lease separtor or which is extracted from the gas or ‘

casinghead gas in a plant. Such term includes disullate and

condensate,

“Gas” is natural gas both associated and nop-associated, and
all of its constituent elements produced from any well i the
Area and all non-hydrocarbon substances therein. Sad tarm
shall include residue gas.

(/) A “barrel” shall consist of forty-two {42) United States galloms,

()

liquid measure, corrected to 3 temperature of sixty degree (60r)

Fahrmﬁtit.

uCommercial Well” means a well which after testing in sccor-
dance with sound and accepted industry production practices,
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(1)

(z}

()

(£)

{f)

and verified by EGPC, is found to be capable of producing at
the average rate of not less than 2000 barrels of oil per day

B.0.PD.).

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

“Effective Date” means the date on ivhich this Agreement is
signed by EGPC, PEXPAC and the GOVERNMENT, and 1

published in the AR.E. Official Journal

“Year” or “Calendar Year” period of tweive (12)
months zccording to the Gregorian Calendar.

THEaAns a

“Financial Year” means the GOVERNMENT's financial year
starting on January 1st and ending on December 31, both dates

being nclusive.

“Tay Year” means the period of twelve (12) months accordng
to the Gregorian Calendar for which tax returns or re are
required according 1 anv applicable income, profits or other

tax law or regulation of the AR.E.

(m} An “Affiliated Company” means a company :

1) The share capital, conferring mpnty of votes at stock-
holders' meetings of such company, of which iz owned
directly or indirectly by a party hereto ;

ii) Which is the owner directly or indirectly of share capital

conferring 2 majority of votes at stockholders’ meetings of
such company, of which is owned directly or indirectly by

a party hereto ;

iii) Whose share capital conferring a majority of votes at stock-
holders' meetings of such company and the share capital
conferring 2 majority of votes at stockholders’ meetings of |-
a part)rhemn:movmeddimcﬂ?arindincﬂ?bythem

company.
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(n) For the purposes of this Agreement, «Intangible Drilling Costs™
means all expenditures incurred with respect to the dnlling

and completion of all Exploration and Development wells oc- |

curring after the date of Initial Commercial Production rela-
ted to items which themselves do not have a salvage value, as,
for example, lalio:, geological, design, engineering and other
technical asistance,” supervision, amounts paid to drilling and
other contractors, material and equipmoent consumed or lost,
perforating, formation testing, cementing, logging and trans-
portation.

(c) “Exploratson Block™ or simply “Block” shall mean one {or

more if referred to in the plural) of the numbered subdmisions

within the area shown in Annex “B™.

ARTICLE I

ANNEXES TO THE AGREEMENT

Annex “A” i a description of the area covered and affected by
this Agreement, hereinafter referred to as the “Area”,

Annex “B” is a map on the scale of 1 : 1,000,000 indicating the
Area covered and alfected by this Agreement and described in
Amex “A”,

blacks as shown in tins map of Annex “B”.

This Area is comprised of thirty three (33) exploration
Some of these bincks

are mcomplete due o gengraphical reasons or otherwise.

Annex “C” s the {orm of a Letter of Guaranty 1o bhe issued

bv NATIONAL BANK OF EGYPT and to be submitted by PEX.
at the time of signature bv the Minister of Petroleurns and

Miaeral Wealth, of this Agreement Jor the sum of Two Million |

(2,000,000) U.S. Dollars, guaranteeing the execution of PEXPAC
" minimum exploration obligations hereunder for the first three (3)
vear exploration pericd. Such guaranty shall remain effective for
. six months alfter the end of the said three (3) year period except as
it may e released prior 10 that time in accordance with the terms
thereof.

Aniiex “D™ ix the forn nl a Charter of the OpeIIling  cOmpany
1o be formed as provided for in Articie VI hereof.

Annex “E" i the Accounting Procedure,

Thﬂ Mm .;-lﬁlll "B“' “C”; “D" l“d IIEH tﬂ thi’ Amht
are hgre.-hy-m parts hercof, and thl:}" shall be considered as

Il-‘ﬂ'iﬂg :qull lorce and effect with the pmfi“liﬂllﬁ of thiz Agm:mr:nt.
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ARTICLE M1l

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and PEXPAC as a
contractor, subject to the terms, covenants and conditions set out in
this Agreement, which insofar as thev may contradict with any
porvisions of Law No. 66 of 1933, as amended, shall have the fores
of Law, a concession in and to the Area described in Annexes “A”
and “B" ;

(¢} The GOVERNMENT shall own and be entitied as hereinafter
provided, 10 2 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 Said |

rovaity shall be borne and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of royvalties
by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR.

(6) An mitial exploration period of three {3) vears shall start from
the Effective Date. Twi:}.(?). extensions to the iniial explora-
tion period of two and a half years each, shall be sranted u::
PEXPAC, at its option upon ninery (90) davs prior written

notice to EGPC and subject onl 1o its having fulfilled its

obligations hereunder for the preceding period. The Agree. |

me:it shall he terminated if no Comumercial Well is established

by the end of the eighth vear of the exploration period,

{¢) “Commercial Discovery”. After dizcovery of a Commercial
Well, PEXPAC will undertake as part of its exploration pro-
gram the appraisal of the discovery Ep the drilling of one
of more additional wells (however, only two of sudi wells
may he considered as part of the exploration obligation),
to determine whether such discovery is worthly of being
developed commercially, taking into consideration the reco-
verable reserves, production, pipeline amd terminal facilities
required, estimated crude oil prices, and all other relevant

irchnical and economic factors

A Commercia) Disonvery nuay consist of nne producing reser-
vair ora group of producing reservoirs which after appraizal js
worthy of being developed commercially. PEXPAC shall
give notice of a Comniercial Discovery o EGPC immediately
after the discovery is considered by PEXPAC to be worthy of

connnercial develapment but wot later than the completian of
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(d)

charges or interest on investment, Such oosts and expenses

iy ap—
e

—

the second exploration appraisal well or the twelvih month

ever 15 earher,

. v L Yl P ' - \ F
following the date of the Commercial Well discovery which- | C,:_ﬁ;l:ﬂ L;I#_JL:-:“ _ﬁ-“ -_IL*'-ﬂ éJ" e J'f"'( ”'2

Following receipt of suci: notice EGPC and PEXPAC shall
meet and review all appropriate data with a view to mutually
agrecing upon the existence of a Commerdal Discovery.

T he date of Commercial Discovery shall be the date EGPC and

PEXPAC mutually agree that a Commercial Dhscovery exists, !

The development period shall be twenty (20) vears from the
date of the first Commercial well discovery in the *ﬁ.ﬂﬂ$
This period may be renewed jor ‘an additiona) period of ten |
(10) wvears at the option of PEXPAC upon six (6} months
prior written notice to EGPC. Fnilnwing Commescial Dis-
coverv, all parts of the whole Area capable of production
shall be converted automatically inte 2 development lease |

or leases without the issuance of any additional legal instru.

ment ¢ pernission.  The extent of the Area to be covered

by sucii lease or leases shall be mutually agreed by EGPC and
PEXPAC and subject to the approval of the Minister. #

Development uperation thereafter shall be promptly i PEX.
MISR and, wniess EGPC and PEXPAC zgree otherwise, ai
least one driﬁing rig shall be used until, in accordance with
gorl il field practices and accepted 'setroleum engineering
pirciples, the field is considered to be fully developed. In the
event no commertial production of Petroleum is™ established
in apy one of the blocks in which 2 Commercial Discovery

15 made within three {3) vears from the date of Comnmercial
Discovery, such block shail be surrendered.

PEXPAC shall bear and pav all the costs and expenses required
in carrying out all the operations under this Agreement, but

such costs and expenses shall not include financing fees and

shall be recoverable as provided in Art:le VII. During the
term of this Agreement and 13 renewaz! the total procduction
achieved in the conduct of such averstions shall be divided

between EGPC and PEXPAC in eccordance with the provi-
sions of Artide VII. '
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V)

() (1) PEXPAC shall be subject to the laws in force from time

PEAPACs AR.E.

—

to ume of the ARE. and the political sub-division thereof
which Impose 1axes on or measured by incomne or profits,
mncluding those laws imposing the commercial and indu-
stin] profits tax, municipal tax, defense tax and national
secunity tax on income and dividends paid with respect
to sharcholders (hereinafter referred to as “AR.E. income
Taxes™), and, except as otherwise provided in the Agree.
ment, shall comply with the requirements of such laws
with respect to the filing of returns, the assessment of tax,
and the keeping for review by authorized persons of books
and records  For these purposes, any ARE. Income
Taxes for which PEXPAC's shareholders may be liable
shall be deemed to be a tax levied against PEXPAC and

EGPC’s share of the Crude Oj} determined under Article

VII mduding an amount equal in value to all of

Inconw Taxes.

(2) EGPC shall assume, pay and discharge, on behalf of

PENPAC, PEXPACs ARE Income Taxes as defined

m Para {f) (1) out of the sums received by EGPC from
the sake or other disposition of its share of the Crude Cil.

(3) EGPC shail fumnish to PEXPAC the proper official receipts

evidencing the: pavment of PEXPACs ARE Income

Taxes, within one hundred fifty (150) davs {ollowing the

commencement of the next ensuing Tax Year

Such receipts shall be issued by the proper Tax Authorities

and shall state the amount and ather particulars custumary
for such receipts.

(g} In calculating its AR.E. Income Taxes, EGPC slhall be entitled

to deduct royalties paid by EGPC to the GOVERNMENT

and the ARE. Income Taxes of PEXPAC paid by EGPC on
PEXPAC's behalf.

ARTICLE 1V I

WORK PROGRAM AND EXPENDITURES DURING

ater than the end of the twenty
Effective Date, PEXPAC

EXPLORATION PERIOD

montht after the Efiective Date. Naot

fourth (24th) month after the
rhall start exploration drilling in

the Area.
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#t PEXFAC shall spend a  minimum of two (2) Million US.

Dollars on exploration operations and activites related thersto
duning the nitial thru‘(.'}} year exploration period. For the
seoond period of twb and a half years that PEXPAC clects
to extend beyond the initial exploration period PEXPAC shall
spend a minimum of Three (3} Million U.S. Dollars, and for
the third period of two and a half yvears PEXPAC clects 10
extend beyond the iniGal period, PEXPAC shall spend a mini-

mum of Four (4) Million US. Dollars. If PEXPAC should |-

spend more than the minimum amount required to be expen-
ded during the initial three (3) year exploration period or
during any period thereafter, the excess may be subtracted from
th¢ minimum amount of money required to be expended by
PEXPAC during any m::ceitding exploration period or periods,

as the case may be.

In case PEXPAC surrenders its exploration oblimation in this

Agreement as set forth above before or at the end of the third

{3rd) vear of the mmtial exploration period, having ::»:pmd:c!-
less thap the total sum of Two (2) Alillion U, S. Dollars on

exploration, or in thé event at the end of the third (3rd) vear

PEXPAC has expended less than said sum in the Area, an
amount equal 1o the difference between the said Twe (2} Million
U.S. Dollars and the amount actually spent on exploration
activities shall he paxd by PEXPAC w EGPC a: the time of
surrendering or within three months from the end of the third
(3rd) vear of the initial exploration period, as the case may he.
Any cxpenditure deficiency by PEXPAC at the end of the
second exploration period or the eighth year for the reasons just
noted shall, similarly, result in 2 pavment in full by PEXPAC
o EGPC of such dehtiency.

Provided tlus Agreement is shll in force as toa PEXPAC or 1t
assignee il any, PEXPAC shall be entitled to recover any such

paynents as exploration expenditure in the manner provided for

under Article VII in the event of devdopm:nt of commercial
production,

in case no Cemmeraal Discovery is established Iy the end of

the eighth year, or in case PEXPAC surrenders its exploration
rights under this Agreement pror to this time, EGPC will not
bear any of aforesaid expenses spent by PEXPAC.
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(<) At least three (3) months prior to the beginning of each year or

at such other umes as otherwisc mutually agreed w by EGPC
and PEXPAC, PEXPAC shall prepare an Exploration Work
Program and Budget for the Arca setting forth the exploration
operations which PEXPAC proposes t0 carry out during the
ensuing year. Duning the exploration period such Work Pro-
gram and Budget shall be at least sufficient to satisfy PEXPAC's
minimum expenditure obligation for the period it covers, taking
into acoount any credits for excess expenditures by PEXPAC
In prior exploration periods.

The exploration Work Program and Budget shall be reviewed
by a joint committee to be established by EGPC and PEXPAC
after the Effective Date of this Agreement.  This committee,
heremafter referred to as the 'Exploration Advisory Commmttee”,
shall consist of six (6) members, three (3) of whom shall be
appomnted by EGPC and three (3) by PEXPAC.

The chairman of the Exploration Advisory Committee shall be
designated by EGPC from among the members appainted by ir.
The Exploration Advisory Comnmittee shall review and give such
advice as it deems appropriate with respect to the proposed
Work Program and Budget. Foliowing review by the Explo-
ration Advisory Commuttee, PEXPAC shall make such revisions
as PEXPAC deems appropriate and submit the Exploration
Work Program and Budget w EGPU for its approval
Following such approval, it is further agreed that :

i) PEXPAC may revise or modify said Work Program and
Budget as may be requived for operational reasons or as
a resuht of exploration activities. it being understood that

the approved budgeted expenditure. will not be reduced |

without the approval of EGPC ; and

ii} lnthcwmtnfmgmciﬁinmlimgdaugunfhﬁufl
lives or property, PEXPAC may expend such additional

unbudgtted:muntsum:yhcmquiiedmﬂlcviﬂemch
danger. Such ecxpenditures shall be conwidered in ali
respects 23 explration expenditures and shall be recovered
pursuant o the provisions of Article VII hereof.

() PEXPAC shall advance all necessary funds for all matenals

|

cquipment, supplies, personnel, administration and.opeutm'
required for exploration and related operations purmuant to
the Exploration Work Program amd Budget, and EGPC shall
not be responsible to bear or repay any of the aforesaid costs.
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. PEXPAC shall be responsible for the prepasation and perfor-

mance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with
pood andustry practice. ‘

PEXPAC shall entrust the management of exploration opera-
tion in the AR.E. w its techmically competent General
Manager and Assistant Manager. The names of such Manager
and Assistant Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT andw EGPC. The Manager
and, in his ahsence, the Assustant Manager, shall be entrusted
by PEXPAC with sufficient powers to camry out immediately
and comply with all lawful written directions given to them
bv the GOVERNMENT or its representative under tie terms
of this Agree.uent or any lawful regulations issued or hereafter
to be msuved which are applicable hereunder. '

i PEXPAC shall supply EGPC within thirty (30) days from the

end of each calerdar quarter with a Statement of Exphration
Acuvity showing costs incurred by PEXPAC during such
PEXPAC's records and necessary supporting docu-
wents shall be available for inspection by EGPC at any tune

(puarter.

during regular working hours for three (3) months from the
Jdate of receiving each statement. Within the three (3} months
frum the date of recciving such statement, EGPC shali advise
PEXPAC in writing if it considers : -

1)

i) that the costs of poods or services supplied arc ant 1n Line

that the record of costs 15 not correct.

with the international market prices for goods or services
of similar quality supplied on similar terms prevathng at
the time such goods or services were supplied, provided,
however, that purchases anade and services fm_rl'nnmd
within A.R.E. shall be subject 1o Article XXIV, or

that the condition of the materials furnished by PEXPAC
docs not tally with their prices, or

1)

iv)
operations.

PEXPAC shall confer with EGPC in connection with
the problem thus presented, and parties zhall attempt 10
reach a settlement which is mutually satisfactor. If
within the time Limit of the three (3) months period
provided for in this paragraph, EGPC has not advistd
PEXPAC of its objection to any statement, such state-
ment shall be considered as approved.

PEXPAC shall supply all funds necessary for its operation in
the ARE. under this Agreement in free convertible currency
from abroad. PEXPAC shall have the right to buy Egyptian
currency whenever required and the conversion shall be made
at the local banks in the AR.E. according to the official
AR.E. rate of exchange.

that the costs incurred are not reasopably required for {
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" ARTICLE V

MANDATORY AND YOLUNTARY RELINQUISHMENTS

MANDATORY RELINQUISHMENTS

At the end of the third (3rd) year after the Effective Date
hereof, PEXPAC shall relinquish to the GOVERNMENT a total
of twenty five {23) percent of the original Area, not then comverted

10 a development Jease or leases.

At the end of the five and a hall year after the Effective Date
hereol, PEXPAC shall relinquish to the GOVERNMENT a total

of twenty five (23) percent of the original Area, not then converted
to a development leasc or Jeases.

At the end of the total exploration perivd PEXPAC shall relin-

quish the remainder of the original Area not then wnverted to

o development lease or leases

VOLUNTART KELINQUISHMENT

PEXPAC may voluntarily at any tine rehnguish all or any part
of the Area provided that at the time of sucl: voluntary relinquish- ‘
ment its financial obligatons for exploration expenditures under
Articie I\ paragraph (b) have been sausfied.

Anv relioquishments hereunder shall be credited wward the

nincatory provistons of the above paragraph.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY
(2) On Commercial Discovery, EGPC and PEXPAC shall form

in the AR.E. an operating cumpanv which shall be called
PEXPAC MISR COMPANY, hercinafter referred to as
PEXMISR. PEXMISR shall be subject to the laws and
regulations in force in the AR.E. to the extent that such
laws and regulations are not -inconsistent with the provisions
of this Agreement or the Charter of PEXMISR. However,
PEXMISR shall, for the purposes of this Agreemnent, be
exempted from the following laws- and regulations as now
or hereafter amended or substituted :

— Law No. 80 of 1947 on Exchange Control and its exe-
cutive regulations, as amended ;

— Law No. 26 of 1954 on Companies. as amended : .

|
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(d)

— Presidential Decree No. 1203 of 1961 on Contracts of

" cognized firm of auditors, showing the funds eredited to that
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Works of the Govermment, Public Institutions and Sewi- | 4—— OBy Ll b i, LS00 YL

govermunental Cowpanies, as anended ;

Sl iy 3Ll L3 E e Zu S04
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— Law No. 141 of 1953 on Representation of Emplovees .-

and Workers on the Boards of Companies ;

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

— Law No. 61 of 197) on the Staff Regulations of public
Companies, : {

The Charter of PEXMISR 15 hen..w attadied as Annex “D". !
Within thirty (30) days after the date of Commercial Discovery,
the Charter shall ke effect and PEXMISR shall automatically §
come into existence, without any further procedures

!

Not Later than the twentieth (20th) day of each month, PEX.
MISR shall furmsh to PEXPAC a written estimate of 1ts total
cash requirements of tiwe succeeding mwnth expressed in US.

Dollars, having regard to the approved budget. Such estnnate
shall take into conuderation any cash expected w e on hand
at wonth end.

Tavment {or the appropriate period of cach nsonth shall bhe
made to the correspondent bank designated in paragraph (d)
Lelow on the first day aid fifteenth day, rc:spe::ti;r.l;f : or the
pext jollowing business day, if such day is 1ot a business day. |

PEXMISR is authorized to kecp at its own disposal abroad,
i an account opencd with a correspondent bank of The
National Bank of Egypt, the foreign funds advanced by PEX- |
PAC. Withdrawals from said account shall be used for pay- l

ment of goods and services acgyuired abroad and for transfer-
ring to a local bank in the ARE, the required amounts to meet
expenditures 11 Egyptian Poundds, for PEXMISR in conuec- |
tion with its activities under this Agreement.

Within thirty (30) days after the end of each Financial Year,
PEXMISR shall submit to the appropriate exchange control
authorities in the ARE. a statement, duly certified by a re-

account, the dishursements made out of that account and the
balance gutstanding at the end of the year. '

d-= .\...5" a.,._.Li bl __Jl:.;:h ,_,5’_,_._|1
L Ll

. LUL::L...-_;HQJJE_,!ML{ LAVAY S L] ..ri‘,;_;_,;liﬂ_.

CML ;;:l-Ul f'u" JL’L"'L. 'i'{‘t"lu'i’tr‘—'_} J‘ywl —

el
&J:J:Jd:dlldul&'llh-tr u’v";‘-"—-—c‘: J_n..-h Aas (..__;)
O gl uuﬂit_,‘u Am by (v ) oS ol
krlru_,al—uhb‘i-! 4:'. ,-a.a-—g u_,g_, Ll J'*"LH s

TSR PR LA |

$ o (T')u:-"‘c‘jé**ﬂ Yoy § ran ok ()
wazll rlo Lo ip LS 3 oS i £ ot
IVETRRRY LAYy i SUI o 5 ol L daad
ol sl A n Lt G T o Je a5 N1

B e e oo P VLIV E V) IR

3T I S o st ;b L) .JU.\ a.l.'lu}

r,Jt, Jo¥h el 3 opeabil (5 3 AT 4oL

(bl e aalaadl o DO G, Qi o el
oL oAl 2 9o B OB e

S W 3 g a5 o Biod L e S p s ()
AL lonaie J UL e 215 oo b gl 1
,..L-.ﬂdl:i-ulul..l-'l e o e S0 oSS, 1L_,’..,.a-\j\.\..:...lL
dl_l\ -.}.P'JJ‘ cJu-‘dlr-“J_rﬂJ- ) oladt,
s SaE gl (5. C)JJ‘LLJI*' bl
BV ag bl o gl 1R 5L g el i
p Al T W AL () ol oia
bl (fo0og) 0 Mkl ail 4, Dbl ] e S
Oree & d Ui fan A BN W \_..-':..-u- o s,
Lw 4b pasll Aldly Lty X FO Sy sl Ll

S LTIV IS P



p—

17

{_j (1} Cost Recovery Crude T
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES

AND PRODUCTION SHARIKG "

Subject to the anditing provisions under thus Agreement,

PEXPAC shall recover all costs and ¢xpemses in respect

of all the explomtion, developm.nt and.related operations |
under this Agreement to the extent and out of forty (40) |
percent per anoum of all Crude Oil produced and saved
from all dévelapmtnt Jeases hereunder and not used in

petraleumn operations. Such Crude Oil is hereinafter re-
ferred to as “Cost Recovery Crude (nl”.

Such costs and expenses shall be mm\tmd from Cost

Fecovery Crude OQil in the following manner :

i} Al Operating Expenses, including intangible Drilling |
Costs, incurred after the initial Commercal Produc-
tion, which for the purposes of this Agreement shall
mean the date o» which the first regular shipment is
made, shall be recoverable in the, Tax Year in which j

such expenses are incurred.

ii) Exploration Expenditure, including those accumula-
ted prior @ the commencenient of initial Commercial
Producticn, shall be recoverable at the rate of twenty |
{20) percent per annum based on amerhzauon at
that rate starting in the later of the Tax Year in
which such expenditures are incurred or the Tax T
Year in which mitial Commercial Production ooin-
raences. |

i) Development Expenditure, including ‘those accumu-
jated prior to the commencement of indtial Commer-
cial Production shall be recoverable at the rate of

ten (10) percent per annum based on xmortization

at that rate starting in the later of the Tax Year in | &

wl'nch such expenditures are incurred or tire Tax

Year in which initial Conimeraal Production com-
INENCES.

nr] To the extent that i a Tax year, costs, expenses or
pend:tur:s recoverable per paragraphs (i), (ii) and

(i) preceding exceed -3 value of all Cost Revovery
Crude Oil for such Tax Year, the exces shall be
carried forward for recovery in the next Ming
Tax Year or Years until fully recovered; but in no

case alter the termunation of the Agreement as to
Contractor.
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v) For the purpose of determining the classification of | o FH1 RERT {ae i I .
Solaad 2 by bl y CAIEHBET i er b
all costs, expenses and expenditures for their recovery, Nt L n - ( e )

the following terms shall apply : : 1:“"JI {‘K-"‘Y" ;_E-lﬂ‘ laats ity
1) “Exploration Expenditures” shall mean all costs '-:-*EJJ““"J ‘-*:.IK' s LS'“ Lo .l Solid ( ) )

and CXPERSCS for expioration operations. ol o LLE
2} “Development Expenditures” shall mean all costs -ALE -6 N | T SR TR "'* \
and expenses for development operations with the A ""‘l' .L;g"’n . UL‘:‘I ( T )

R . L.-l-:l__;l-m ..L.C..-L 'L_.....T."

exception of Operating Expenses,

penses and expenditures made after initial com- o AP : & -
mercial production for production operations, which ‘ EL'yll"J" IR EL‘}JLW‘;"E"”LSJ |..:,;1i.£;||_,

oosts, tfxpcns:s and expenditures are not normally 531:-"3“ :'l:wl J:“ l._'.:ut-"J -.:.:lniig_falb ;_UE::“'JI:._,
depreciable. | ool

- | p = - " - t .
(2) PEXPAC shall each year take and separately dispose of ‘_F‘ S ll-‘ﬁ{ I o8y b e B ﬂ.._S:a IV S v

all Cost Recovery Crude Oil produced pius its share of | 1] blaa '_‘IE:II S iy ‘___.:..13‘1 L.:“ ru_:! ~...~)'l
the balance of Crude Oil as stipulated in paragraph (b) : . - i

. _ L2 i 9B L-_,,-J‘-'-Jt N3y AL A3 Lles

below of this Article VII. To the extent that-the ST S e

: © t ' value i L--L'-F_j ' J.HL-“ ;JL_U sdm o lt.‘l‘ ( - );;E_.Jl 1‘3 Lle

of the Cost Recovery Crude Qil (as determined in sub-
paragraph (¢) below) exceeds the actua] recoverable costs sl o )8 A ol Y aa S K I WY

‘and expenditures, inciuding any carry forward from para- QU&JIJ "--"":jE::'I S 'l;-"‘ ( E) 1;&;3; 5Jiijl 3 244
graph {a) (1) {iv) above, to be recovered _in that vear, the ‘_-}n—_,-_ Sala 2l 3 ll:. YEn | SiL L; thl..:_;..-! ..___..::-'1_,“ l_.l,,;'ﬂ
difference in value shall be paid by PEXPAC ts EGPC ri| A o ¢l ¢ ( \ ) ( : ) -

: - — W e e #f' i_'rl

in the manner set {orth in Article IV of the Accounting 1"“'_)“ a1 &l s Bl 7 L T
. . . ) =" .J v J‘ - y
Procedure contained in Annex “E", and PENPAC shall .£ . s i o
LS o, 7 sl Gyt L
e B I | I R R\ N NP Ry
Ui
{l Production Sharing o -

The remaming Crude Qil shall be taken and disposed of se- | _4 s Py ru.i C-_:J\ on ﬂLﬂ*ﬁjL-:lLl;I; /
parately by EGPC and PEXPAC in the following proportions : i ~aun T -
: AJUL,.__.JL.__._.-,-__«]_.]!IJ;&'

be deemed to have purchased such excess Co:t Recovery
Crude Ol

— g

#

Average daily production for EGPC PEXPAC L 4 _;" Y b
: . ) - [+ e i
0 consoutive producing days | Stare | Shase NS | e JAaJﬂd-‘Ell-fu-'\' P
- T > Al
. . =1 .
Less than 75,000 BOPD 75%, B% - ket A
0,000 to less than 125,000 BOPD 11.5% 22.5% Jd Qe F mudb—e"‘?"—’i“’: e R ,JJT
(1 ve )&l ‘ .. .
125,000 BOPD or more 80, 204/, Ul )_ | (. ve) (Vorrv)
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It is understood and agreed upon that when the average daily
produ_cr.ian rate changes to 2 Jower bracket, the higher sharing
peroentage for EGPC (77.5%, or 80%, as the case may be) shall

remam in effect.

(€) (1) For purposes of determining the Value of the quantity of
Cast Recovery Crude Oil to which PEXFAC is entitled
hereunder during each calendar sernester, the weighted
average price realized in freely convertible currency from
F.OB. point of export sales by either EGPC or PEXPAC
under all Crude Oil sales contracts currently in effect,
but exchiding Crude Qil sales contracts involving barter,
whichever is higher, to. non-affiiated companies dunng

such semester shall be used. It is undersiood that in the
case of C.1F. sales, appropriate deductions shall be made
for transport and insurance charges to calculate the FO.B.
point of "cxport price.

{2) If during any calendar semester there are no such salks by
'EGPC or PEXPAC under Crude Q1] sales contracts cur-
rently in effect, EGPC and PFEXPAC shall meet and mut-
ually agree on the price of the Crude Oil to be used in
determining’ the value mentioned in sub-paragraph {c} {1).
Pending such mutual agreement the priee used shall be

the last price determined pursuant to sub-paragraph (c)
(1) and appropriate adjustment will be made thereto after
determination of a mutually agreed price by EGPC and
PEXPAC. I

P

(d) PEXMISR shall prepare (not less than ninety {30) days prior I
to the beginning of each calendar semester following regular
production} and furnish in wnting to PEXPAC and EGPC a
forecast setting out the total guantity of petroleum that FEX-
MISR estimates can be produced, saved and transported here-

 under during cach calendar semester in acoordance with good
oil industry practice,. PEXMISR shall endeavour to produce
each calender semester the forecast quantity.

Crude Qil shall be run to storage tanks constructsd, maintai-

ned and operated acmrdmg to Government regulations, by

PEXMISR in which md Crude Oil shall be metered or other- |

wite measired fof roynlty, and the other purposes rcqmrvcd
by this Agreement.
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{r)

(4)

(%)

PEXPAQC shall have the right and the obligation to separaicly
take and export currently all of the Crude Oil to which it is
entitied as is determuned in accordance with sub-paragraphs
{a) and (b) of this Article. Subject to payment of sums due to
EGPC under Article VII (a} (2), PEXPAC zhall have the night
to retain abroad all funds acquired by it abroad including the
proceeds from the sale of its thare of Crude Oil exported.

ARTICLE VIII

TITLE TO ASSETS AND BONUDSES

EGPC shall become the owner of all assets acquired and owned
by PEXPAC in connection with the operations carrsed out by
PEXPAC or PEXMISR in accordance with the following :

(1) Land shall become the property of EGPC as soon as it is
. purshassd. .

(2} Title w bxed and movable - assets shall be transderred
automatically and gradually from PEXPAC to EGPC as
they become subject to depreciation in accordanmce with
the provisions of Article VII; however the full title o
fixed and movable assets shall be transferred automatically
from PEXPAC t EGPC at the end of the year when
its total cost has been recovered by PEXPAC in accordance
with the provisions of Article VII, or at the time of ter-
mination of this Agreerment, whichever first occurs.

The Book Value of the Assets created during each calendar
quarier shall be communicated by PEXPAC to EGPC or hy
PEXMISR to EGPC and PEXPAC within thirty (30) davs
of the end. of each quarter.

During the term of this Agreement and the renewal period
PEXPAC and PEXMISR zre entided to the full use in the

Agreement Area, and any other area approved by EGPC, of

" all fixed and movable asestss DPEXPAC and EGPC shal)

(€)

not dispose of the same except with agreement of the other,

BONUSES

1. Signature Bonus

PEXPAC shal]l pay to EGPC an amount of Five Hundred
Thousand (500,000) U.S. Doijlars as a signature bonus on
the Effective Date, provided EGPC gives PEXPAC fifteen
{15) days prior written notice.

2. Production Bonus

PEXPAC shzll pay to EGPC the sum of Two Millien
(2,000,000) U.S. Dollars as a production bonus when tota]

average datly production is sustairied at the mate of One |
Hundred Thousand (100,000) barrels per day for a period _

of sixty (60) comsecutive days,
Both aforesaid Signature and Production Bonuses shall nei-
ther be recovered nor amorttzed by PEXPAC.

|

|
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ARTICLE IX
OFFICE AND SERVICE OF NOTICE

PEXPAC shall maintain an office in the AR.E. at wiuch nolices |

shall be validly served.

Tthen:raJMamgu—anchputchncralMuugﬂmallhc!

cntrusted by PEXPAC with sufficient power to camry out immedia-
tely and comply with all loca] written directions given to him by the
GOVERNMENT or its representative under the terms ,of this
Agreement or any lawful regulations issued or hl.'.rtaftc.r to be

MYE L 5 A G (1) b W e sadl o it sy

\A

T

(;thu'-) :
c_.l___;U::‘-.)"'CU_,t_;{“JE.-

issued which are applicable hereunder and not in conflict with this
Agreement,

All matters and notices shall be deemed to be validly served which
arc left at the office of the General Manager or which are sent
to him by registered mail to0 PEXPAC's office in the ARE. pro-
vided that he or one of his authorized agents has acknowledged re-
ceipt thereof.

Nouces under Artick XX should be made by an official legal
natice.

Al matters and notices shall be deemed to be validly served

which are left at the office of the Chairman of EGPC or which L

are sent t0 hum by registered mail at EGPC's main alfice in Gairo
provided it is proved that he or one of his authorized agents has
acknowledged receipt thereof.

ARTICLE X

SAVING OF PETB;;OLEUM AND PREVENTION OF LOSS

(a) PEXPAC and/for PEXMISR shall take all proper measures

according to generally accepted methods in use in the oil in- |
dustry to prevent lom or waste of petroleum above or under |
the ground in any form during drilling, producing gathering h

and distnbuting or storage operations The GQVERN:

MENT has the right to prevent any operation on any well
that it might reasonably expect would result in loss or damage
to the well or the oil field.
{¢} Upon completion of the drilling of a productive well, PEXPAC
ardfoc PEXMISR shall inform the GOVERNMENT or is
mprmnmuveofﬂmmwhanthcwt]lwﬂbctcmdmd
the production rate ascertained.

~ Except in instances where multiple producing farmations in the
same well can only be produced economically through a single

tubing string, Petroleum shall not be produced from multiple
oil carrying zones through one string of tubing at the same
time, except with the prior approval of the GOVERNMENT
or its representative.
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(d) PEXMISR shall record data regarding the quantities of petro-

(«)

L‘f{l The extinption provided in {a) of this Article shall not appiy

leum and water produced monthly from each development
lease. Such data shall be sent to the GOVERNMENT or its
répresentative on the special forms Provided for the purpose
within thirty (30 days after it is obtained. Daily or weekly
statistics regarding the production from the Area shall be
availabie at all ressonable tmes for examination by authorized
represéntatives of the GOVERNMENT

Daily drilling records and the graphuc logs of wells must show

the quantity and type of cement and the amount of any ather

matersak used in the well for the purposes of protecting petro-
leum, gas bearing or fresh water strata.

Any change of mechanical conditions of the well after its com-
pletion sliould be subject to the GOVERNMENT authariza-

tion.

ARTICLE XI

CUSTOMS EXEMPTIONS

EGIC, PEXPAC and PEXMISR and their contractors and
subcontractors engaged in carrying on operations under this
Apreement shall be permitted to import, and shall be exempted

from customs duties; witl, respect to the unportation of ma-

chunery, equipment, vehicles, lmatr.:rials, supplies, consumable {

items and movabie property, when certified by a responsible
representatve of EGPC, 10 be used solely it carrving on opera-

uon under this Agreement,

Each expatriate emplovee of PEXPAC and PEXMISR and the
said contractors and sub-contractors shall be permitted to import

and shall be exempted from all customs duties with respect to
the reasonable importation of housdhold goods, items and per-

sonal effects including one automobile, provided, however, that
such properties are imported for the sole use of the cmployes

a0d his family and provided, further that no such property

imported by the employee shall be resold by him in the ARE.

EXCept 1n accordance with GOVERNMENT regulations.

'-}tﬂ any imported items, when items of the same, or substantially

tht same, kind and guality are manufactured bcaily and are

Availabl for purchase and timely delivery in the ARE. at 2

Tm not higher than ten (lﬂ) percent more than the oost of.
ﬂ]""' Mmported item befare customs duties, bu after transporta.

V90 a0d insurance costs have been added.
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1
(4} Any of the items imported into the AR.E. cither exempt or
non-exempt from customs duties, taxcs or imposts under thus
Arlick miay be exported by the importing party at any tine

without the payment of any export duty, or itnpost.

(¢} Used but serviceable material, equipment and good resulting *

from operations hereunder may be sold within the A.RE. pro-
vided that the purchasers pay the applicable customs duties,
taxes or jmposts, if any, except if sold to EGPC or ar. affiha- :
ted company of EGPC.

WVE i b AT 8 (1) AU Y e sl L s

e S ——

f
{{) Material, equipment and goods so damaged or used as o be
non-serviceable and which are classified by PEXPAC or PEX-

MISR as scrap or junk (any such PEXPAC appraisal being !
subject to EGPC approval and any such PEXMISR appraisal
being subject 1o EGPC and PEXPAC approval) may be sold
as scrap or junk without paymient of customs duties, taxes or
imposts. i

i

(¢} Tn the event of such sale uncler sub-paragraph (c} and (f} above,

the proceeds fron: such sales shall Le divided in the following

manmEr o l

PEXPAC shall he enutled to reimbursement of its unrecovered

cost, if any, 1 such material or cquipment and the excess, if
any, shall be paid to EGPC, #

(i) “Custowss Duties”, as  used lierein, shall include all duties,

taxes and inaposts (except) those charges paid to the GOVERN-
MENT for actual services rendered), which are payable as 2

result of the importation of the item or items under considera-

tioh.

() There shall be no heence requircd, and PEXPAC and EGPC
shall be cxempted from any duty, tax, fee or any other finan-
cial impost in respect of the export of Petroleum hereunder.

(N At a reasonable G prior to. the comynencement of Com-

mereial Production EGPC and PEXPAC shall mest and agres
upon a procedure for scheduling tanker liftings from the agreed
upen pojnt of export-
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ARTICLE XII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENT

{a} EGPC, PEXPAC and PEXMISR shall each maintain at their

(6)

business offices in the ALR.E. books of account, in accordance
with the Accounting Procedure in Annex “E” 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 petroleurn produced an” saved hereunder.

PEXPAC and PEXMISR shall keep their books of account and
accounting records tn United States Dollars. PEXMISR shall

furntsh to the GOYERNMENT or its representative monthly
retwrns showing the amount of petroleurn produced and saved

hereunder.  Such returns shall be prepared in the form required !
by the GOVERNMENT or its representative and shal] be sign-

cd by the General Manager, or by the Deputy General Mana-
ger or a duly designated deputy, and delivered to the GOV.
ERNMENT or its representative within thirty (3{)) days after
the end of the month covered in the return.

The aforesaid books of account »nd other books and records

* referred to above shall be availabie at all reasonable times for

f)

inspection by _du!},r authorized representatives of the GOVERN-
MENT.

PEXPAC shall submit to EGPC . Frofit and Loss Statement
for the Calendar Year not later than March 15 of the following
year to show its net profit or loss from the petroleum upcntmns
under this Agrermr.nt for such year.

PEXPAC shall at the same time submit a year-end Balance
Sheet for the same Calendar Year to EGPC.

ARTICLE XIIJ

RECORDS, REPORTS AND INSPECTION

PEXPAC and/or PEXMISR. shall prepare and, at all tines
while this Agreement is in foree, maintain aceurate and current
records of its operations in the Area hereunder. PEXPAC
andfor PEXMISR shall furnish the GOVERNMENT ur its
representative, in conformity with applicible regulations or
as the GOVERNMENT or it representative may  reason-
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(d)

(c)
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PEXPAC andfor PEXMISR shall save and keep for a reason-

able period of time a representative portion of each sample of

cores and cuttings taken from drilling wells, 1o be dispased of
or forwarded to the GOVERNMENT or its representative in
the manner directed by the GOVERNMENT. Al samples
acquired by PEXPAC and for PEXMISR for its own purposes
shall be considered available for inspection at any reasonable

time by the GOVERNMENT or its repres~ntative. Any such
samples which PEXPAC or PEXMISR ha. kept for 2 penod
of twetve (12) months without receipt of instruction to forward
them 1o the GOVERNMENT or its representative or cisewhere
mav be disposed of by PEXPAC or PEXMISR at its discre-
tion. :

Uhless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.RE, samples equivalent in sce and
quality, shall, before such exportation, be delivered 0 EGPC
as representative of the GOVERNMENT.

Originals of records can only be exported with the permission of
EGPC ; provided, however, that magneuc tapes and any other
data which must be processed ar analized outside A.R.E. may
be exported if a monitor or a comparable record 15 mairiuned
in the AR.E and provided that such exports shall be ~*atriated
o the ARE. on the understanding that they belong 1o EGPG.
EGPC and PEXPAC occasionally shall arrange for a representa-
tive of EGPC to attend electronic processing of such exported
magnetic tapes in processing centres.  Expenses of such represe-
ntative shall be considered as exploration expenses.

During the period PEXPAC is conduching the exploration

apecations, PEXPAC shall permit EGPC- through EGPC's duly

autliorized representative or emplovee to have full and complete
“cces 1o the Area at all reasonable times with the nght tw
observe the operations being conducted and fo inspect all assets,
records and data kept by PEXPAC.  EGPC's representative
in exercising EGPC's right under the prtr:eding'sc;ﬂence of the
paragraph {¢) shall take care that the operations are not hindered
or delayed. PEXPAC shall 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 information in PEXPAC's
possession. Al such datz and information shall be stnctly
confidential and shall not be divulged by EGPC except to
affiliated companies, or by the GOVERNMENT, without the
mnﬁt of PEXPAC while this Agreement remains in foree.
However, Ilur the purposes of obtaining new offers the GOVERN-
MENT may show any other party g:upilysiml data (bl.lt well
jogs only by mutual agreement) with I:nc!pﬂ:t fo the Area adja-

cent 1o the Ares of such new offer.
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ARTICLE X1V
RESPONSIBILITY FOR DAMAGES

PEXPAC shall entirely and sulely be responsible in law towards
third parties for any damage caused by PEXPAC’s exploration
operations and shall indemnify the GOVERNMENT against all

damages for which it may be held liable on account of any such
operations.

ARTICLE XV
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the COVERNMENT shall
have access to the Area covered by this Agreement and to the

:‘.lp::ratiuns conducted thereon. Such representatives may examine
the books, registers and records of EGPC, PEXPAC and PEXMISR
and made a reasonable number of surveys, drawings and tesis for
the purpose of enforcing this Agreement. They shall, for such

instruments of PEXPAC or PEXOMISE. on the condition that no
danger or umpediment to the operations hereunder shall arise directly

or indirectly from such use. The GOVERNMENT indeninifies
and shall rermburse PEXPACG or PEXMISR. for any loss or damage

which may in fact result from any such use of said maciunery and
instrurnents, Such representatives shall be given reasonable assistance

by the agents and employees of PEXPAC or PEXMISR so that noue [

of the actwvities shall endanger or hinder the safety or efficiency of
PEXPAC or PEXMISR shall offer such represe.

ntatives all privileges and facihines accorded to 15 own enplovees
in the field and shail provide them, free of charge, the use of
teasonable office space and of adequately furnished housing while
they are in the [lieid for the purpose of faciliating the objectives
of this Artucle. Any and all information obtained by the GOVERN-
MENT-ar its representatives hereunder shall be kept confidential
with respect to the Area and shall not be disclosed during the term
of this Agreement without the prior written consent of EGIPC and
PEXPAC,

the operations.

ARTICLE XVI

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{o) Tt 15 the desire of EGPC and PEXFPAC that operations hiereunder
be conducted in a businesslike and efficient manner.

(1) The expatriate administrative professional and techuical
personnel employed by PEXPAC or PEXMISR and the
personnel of its contractors for the conduct of the operanons

hereunder, shall be granted the special residence as provided
for in paragraph “E” of Article 18 of law No. 89 of 1960

as now amended and the work permit for aliens as provided
for in the Ministerial Order No. 9 of 1963 as now amended

without prejudice to the A R.E. laws and regulations relating
to public policy ar public security.
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(2} A minimum of forty (40) percent of the combined salaries
and wages of the expatriate administrative, professional and |
technical personne] emphkyed by PEXPAC or PEXMISR
shall be paid monthly in Egyptian Currency.

{6} PEXPAC and PE}EMISR shall each select the employees and
determine the number thereof, to be used for operations
hereunder.

(¢} PEXPAC shall, after consultation with EGPC, prepare and
Grry out specialized training programs for all of jts A.RE.
employees engaged in operations hereunder with respect to

apphcable aspects of the petroleum  industry.
PEXPAC and PEXMISR will undertake to rephce gradually

their non-executive expatriate staff by qualified nationals as
they are avaiiable.

(d} During the period when PEXPAC is conducting exploration,
PEXPAC shall cooperate with EGPC in giving mutually
agreed numbers of EGPC employees an opportunity to attend
and participate in PEXPAC and PEXPAC affiliate training

programs.

ARTICLE XVII

LAWS AND REGULATIONS

(@) PEXPAC and PEXMISR shall he bound by the regulations
issued for the implementation of Law No. 66 of 1953 (exclu-
ding Article 37 thereof) as amended by Law No. 86 of 1956,
but including the regulations for the safe and efficient
performance of operations carried out for the execution of
this Agreement and for the conservation of the petroleum
resources of #Hie AR.E. provided that, no regulation, modifi-
cation or interpretation thereof shali be contraty to  or
inconsistent with the provisions of this Agreement.

EGPC and PEXPAC shal] iy exempted from ailllaxts, except
as provided in Article III paragraph {f) for income taxes,
with respect to the extracting, producing, exporting or trans-
PEXPAC shall also be

{h)

porting of Petroleum hereunder.

exempted from any tax on capital.

(¢} The rights and obligations of EGPC and PEXPAC under, and

for the effective terin of, this Agreement shall be governed by
and 1n accordance with the provisions of this Agreement and
can only be altered or amended by the mutual agreement of

the said contracting parties.

(d) The contractors and sub-contractors of PEXPAC and PEX.
MISR shall be subject to the special provisions of this Agree.

- ment which alffect them, they shall also be bound by all.
regulations which are duly issued by the GOVERNMENT

from time W time.
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ARTICLE XVIII - (o ) B
1 |
RIGHT OF gnqumrmn ALY G

(a) In case of pational emerg:n::}r‘ due to war or imuminent rL; C‘J; l_-l-l_,! ,_,}l et ] u_)n-ld..ﬂ_,l:]l Wl Jd (i)
expectation of war or internal causes, the GOVERNMENT LJQ e S ALl ‘-:"L"'tg _J t-’i-’“ }S'_:_‘,J e
may requisition all or a part of the production from: the Area 4:1‘.' drd_l f' Xl E‘E‘g\ O Ji '.F'J,; J_,:_j C}i
obtained hereunder and require PEXPAC to increase such | )| ¢ o s UTJ il Y e anic 12!.::.11&-
: P : - s > .
production to the utrmost possible maximum. The GOVERN. La] Lﬂ . . oL g
T iS5 6 ¢ K2 ol O 2 Y1 Lol

MENT may ako requisition the oil field usell and, i necessaey, | il Jo coladYiie . 413 <o B JimJe St O
related facilities. | | 4 dilail

-'tftr.rl.-,,_ - . . S i

(b} In all cases, such requisition shall not be effetteq?l except a i M 3583 Au YOI Lia ‘r’y J")"“Sﬂ NK (U)
inviting EGPC ard PEXPAC or their representative hy | il _ ‘
registered letter, with acknowledgement of receipt, to express -'.."“r“":“ J)"Jn fl—"’ s "-'M L'T:l:: Jt -’JMJ

their views with respect to such requisition. . A i I RV Al o
- y .

{c) The requisition of production shall he effected by Mimsterial - 3 : - - - -
Order. Any requisition of the o1l field itself, or anyv related Jl.ri‘: f::' 4 Adlaza .._'.a)l:,-..; 'J:T _}I 415 i.:._._j‘ Ja- ul"'
facilities shall be effected by a Presidenual Decree duly Ui b alhel LK i ol g ke & - | ‘o,

Lot ing o P T ST L BT

aotified to EGPC and PEXPAC. e L s

L

() In the event of any requisition as provided albove, the GOVERN- r_;.l;‘ i S ok ._f.": il (L Ll ‘:J b B0} al Y g (: 3 )

MENT shall indemumify in full EGPC and PEE‘..P,-EC for the e I_' Yl;—b&‘:‘-:‘nsal-.q_,u'ﬂ‘* 5:__, i......_;LI U‘"J“: JL
period durmg which the requisition is maintained, including : .
' -J.ﬂ_m d li_

(1) ANl damages which result from such requisition. Py W0y 1§ AT P CJ.. L;l'! N J._;."_{] ii'ﬁ'( \ )

(2) Full payment cach month for ali petroleumn cxtracted hy‘ 4;,._,;..;...1 L '_F' O‘l J.K, by 'LJ,'_: olads (T)
the GOVERNMENT less the royaity share of such oil | Vs ;Jli'w 3 e & logae Jya Ry ¢n

However, any damage resulting from enemy attack is not | < M

‘_L;._:.:*i.\.u‘w_'i r_,q.Li.._..:L‘..:.,.ugJ,.; sh ols d'u“"i‘_‘;

a3 LA L aL_ii c‘J&'J(J)i_,iiﬂf_,m ks
NP AR EVETRARTR JCX RN AR P ET
remittable abroad.  The price paid w PENPAC for | e J PRI Wi ity ;'éu-'l Jl {_}- b
petroleum taken shall be calculated in accordance with "..,,l__j] V| uq_J Li_l- 'b.""‘r“'f_! ;\l:_,f__j d_x_. )

Asticle VI, paragraph (c). ()i

within the meaning of thus sub-paragraph (d}. Payment !

hereunder, shall be wade tw PEXPAC in U S Dollac
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ARTICLE XIX
ASSIGNMENT
(@) Neither EGPC nor PEXPAC may assign to a person, firm

(%)

()

(d)

or corporation mot. party hereto, in whole or mn part, any
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT ex-
cept in the case of wholly owned subsidiaries of PEXPAC or
i the assignee is the LVO Corporation 2 company ncorpo-
rated in Delware. However, either EGPC or FPEXPAC

shall be free to assign its rights, privileges, dfities and obli-

gations under this Agreement to an affiliated company ; pro-
vided further, that the assignee shall be as quahbed as the
assignor with respect to its technical and financial compete-
nee, and excapting assignments to assignees wholly owned by
PEXPAC, GOVERNMENT approval to the assignment shall
be first obtained. |

In the event that EGPC or PEXPAC wishes to assign, in
whole or in part any of its rights, privileges, duties or obhga-
tions hereunder as aforesaid. the written consent thereto of
the GOVERNMENT shall not be arbitrarily withheld. Te
enable consideration 1o be given 10 anyv requeat {for such con-

sent, the following conditions must be fulfilled :

(1) The obligations of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such
request 15 made.

(2) The proposed assignee or assignees must proguce reason-
able evidence to the GOVERNMENT of its or their fina-
ncial and techmical competence. |

(3)

The instrument of assignment must include provisions
stating precisely that the assignee 15 bound by all cove-
nants contained in tlus Agreement and any modifications
or additions in writng that up to such time may have
been made. A draft of such instranent of assignment
shall be- submitted to the GOVERNMENT for review
and approval before. being formally executed.

Lvery :x:cutc& and delivered instrument of asignment assign-
ing any of the rights, privileges, duties or obligations hercunder
of EGPC or PEXPAC shall be submitted tn the GOVERN-
MENT within thirty (30) days after the GOVERNMENT ap-
proves the assignment, for registration in its registers

Any assignment made pursuant m the provisions of this Article
shall be free of any transfer or related taxer, charges or fees.
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ARTICLE XX

BREACH OF AGREEMENT

AND POWER TO CANCEL

3) The GOVERNMENT shall have the right to cancel this
Agrecment by order or Presidential Decyee, with respect to
 PEXPAC in the following instances |

(I} II it knowingly has submitted any false statements to the
GOVERNMENT which were 2 material consideration
for the execution of this Agreement :

(2) If it assigns any interest hereunder contrary to the pro-
visions of Artick XIX hereof ;

F

(3) IF it is adjudicated bankrupt by a court of compatent l
jurisdiction

(4) 1f it does not comply with any final decision reached as
the result of court proceedings conducted under Article

AXII paragraph (2) hereunder.

(9) If it mntentionally extracts any mineral other than petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT except such extraction |
a3 may be unavoidable as the result of operations con-
ducted hereundec in accordance with accepted petroleum
mndustry practice and which shall be notified to the GOV-
ERNMENT or its representative as soon as possible ; and

{6) 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 do nuf expressty contradict |
with the provisions of this Agreement. Such cancellation

shall take place without prejudice to any rights which
May have accrued to the GOVERNMENT against PEX-
PAGC in accordance with the provisions of this Agree mint ;
and, in the event of such cancellation, PEXPAC shall have

the right to remove from the Area all its personal property |
| s
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(6) H the GOVERNMENT deems that one of the aforesaid causes |

(e)

(a)

k3|

(other than a force majeure cause referred 10 1n Article XXI1
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give PEXPAC ninety (30) days written notice perscnally
served on PEXPAC's General Marager in the legal officizl
manner and reckipt of whith is acknowledged by him or by
his Jegal agents, to remedy and remove such cause, but if for
any reason such service is impossible due to unnotified change
of address, publication in the Official Journal of the GOVERN.
MENT of such notice shall be considered as validly served
upon PEXPAC. If at the end of said ninety (3C) 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 anjr
act- or omission of ont party, cancellation of this Agreement

shall be cffective only as against that party and not as agamst
the other party hereto.

PEXPAC shall be aliowed to remove their belongings {rom
the Area of any lease cancelled hereunder after settling all
claims due to the GOVERNMENT.

ARTICLE XX1
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
PEXPAC or either of them, of any obligation under this Agree-
ment shall be excused il and to the extent that such non-per-
formance or delay is caused by force majeure. The pemod
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 te the time given in this
Agreement for the performance of such obligation and for the
performance of any obligation dependent thereon and to the
term of this Agreement, but only with respect to the blocks
affected. '

(b) *“Force Majeure”, within the meaning of this Article XXI, shall

be any order, regulation or direction of the GOVERNMENT of
the ARAB REPUBLIC OF EGYPT (or HONG KONG GOV.-
ERNMENT with respect to PEXPAC) whether promulgated
in the form of :1 law or otherwise, or any act of God, insurre-
ction, niot, war, strike and other labour disturbances, fires,
floods or any other caust not due to the fault or negligence

of EGPT or PEXPAC ar cither of them, whether or not similar
w0 the foregoing, provided that any such caust js heyond the
reasonable cortrol of EGPC and YEXPAC or either of them
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(d)

{a)

(%)

)

(d)

. appoint a seoond arbitrator.
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Without prejudice to the above and except as may be nth:rwuc
provided for herein, the GCOVERNMENT shall incur no re-
Jzil:u:rnsil_:ul:I'jlIr ‘whatsover to EGPC and PEXPAC or either of
them for any damages,
quence of such case of force majeure, except a force majeure
cawsed by the order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT.

restrictions or koss arising in conse-

If the force majeure event occurs during the initial exploration
period or any extension thereof and continues in effect for a
pesiod of two (2) years, PEXPAC shall have the option upon
ninety (90) days prior written notice to EGPC to terminate
its obligations hereunder without further lability of any kind
and if stil in force the Guarantee contained in Annex “C"
hereto shall be autornatically cancelied and EGPC shall so
notify the Bank to release the guarantec.

ARTICLE XXII

DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and the
parties with respect to the interpretation, npplifaiinn or execu-
tion of this Agrecment, shall be referred to the jurisdiction of
the appropriate A.RE. Cours.

Any dispute arising between PEXPAC and EGPC in connec-
tion with the present Agreement shall be finally settled by
arbitraton. The arbitration shall be held at Stockholm,
Sweden and conducted in accordance with the Rules of Con-
ciliation and Arbitration of the International Chamber of Com-
merce. In the event of no provisions being made m these
Rules in certain cases, the Arbitrators shall establish their own
procedures,

The arbitration shall be initiated by either party giving notice
to the other party that it clects to refer the dispute to arhitra-
tion and that soch party (bereinafter referred to z- the First
Party) has appointed an Arbitrator who shall be iuentified in
szid notice. The other party (hereinafter referred to as the
Second Party), within fifteen (13) days, shall notifv Fiest Party
in writing, identifymg the Arhitrator that it has selected.

If the Second Pacty does not appoint its Arhitrator as afore-
said, the First Party shall have the right to app!v to the Court
of “Arbitration of the intemational Chamber of Coammerce to

The two arbitrmaars shall, wit.n
thirty (30)) days, select a third Arbitrator, fading which the
third Arbitrator shall be appointed hy the Court of Achitration
of International Chamber of Coinmerce at the request of either

pasty.
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{¢) The third Arbitrator must be a citizen of a country other than

(£)

(h)

the ARE. or HONG KONG and a country which has diplo-
matic relations with both the AR.E. and HONG KONG and

shall have mo economic interest in the o1l business of the A RE.

or HONG KONG nor the signatorses hereto.

The parties shall extend to the Arbitrator Board all facilities
(including access to the petroleurn operations) for ecbtaining
any information requested for the proper determination of
.the dispute. The abtwence or default of any party to the
arbitrationr shall not be permiited to prevent or hinder the

arbitration procedure in any or all of its stages

Pending the decinon or award, the operations or activities
which have given rise to the arbitration need not be discon-
tinued. In the event the decision or award recognizes that the
comphaint was justified, provision may be made - therein for
such reparation as may appropriately be made in favour of
the complamnant.

Judgement in the award rendered may be entered in any

- Court having jurisdiction or application may be made to such

(1)

Court for a judicial acceptance of the award and an order
of enforcement, as the case may be.

The parties desire that wherever appropriate, decisions and

awards shall specify a time for comphance therewith

{1} The provisions- of this Agreement relating to arbitration shall

continue in force notwithstanding the termination of this

Agresment,

(k) PRINCIPLES OF GOODWILL. The signatories base their

relations with respect to this Agreement on the principles
of goodwil and pgood faith Taking into account their
different nationalities, this Agreement for such arbitration
shall be given effect”and shall be interpreted and applied in
conformity with principles of law common to the AR.E. and

'HONG KONG and in the absence of such common principle

then in conformity with the principles of law normally re-
congnized by civilized nations m ganeral, including those which
have been applied By international Tribunals.
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ARTICLE XXIII (oaay Wias )
STATUS OF PARTIES SR TEPHFLE T

(a)

(b)

The rights, duties, obligations and liabilities in respect of EGPG
and PEXPAC hereunder shall be several and not joint or col-
lective, it being understood that this Agreement shall not
be construed as coustituting an association OI COTpOration.
PEXPAC shall be subject to the aws of HONG KONG re-
garding its legal status or creation, organization, charter and
by-laws, sharcholding, ownership. PEXPAC's shares of ca-
pital which are entirely held abroad shall not be negotiable
. the ARE. and shall not be offered for public subscription.
PEXPAC shall be exempted from the application of Law
No. 26 of 1954 as amended.

ARTICLE XXIV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

PEXPAC or PEXMISR as the case may be, and their contractors

shall :

(a)

(b)

Give priority to local contractors as long as their prices and
performance are conparabie with international ;ill:ices and per-
formance. PEXPAC and PEXMISR  shall, however sub-
ject to the preceding seatence, be exempted from the provisions
of Presidential Decree Mo. 1203 of 1961 as amended.

Cive preference to l:':;cally manufactured materials, eguipment,

machinery and consumables so lang as their quality and time

of delivery are equal to intermationally available materials, |

equipment, machinery and consumables, However, such ma-
terials, equipment, machinery and consumables mav be 1m-

ported for operations conducted hereunder if the local price

of such items at PEXPAC or PEXMISR operating base 1n

ARE. is more than ten {10) percent higher than the price of
such imported items before customs duties, but after transporta-
tion and insurance costs have been added. |

ARTICLE XXV

ARE, he referred to in construing or nterpreting this A.gmmel:lt;

provided, however, that in any arbitration pursuant to Article XXII

hereabove between EGPC and PEXPAC the English version shall
also be used to

construe oOr iuterpret the Agreement.
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ARTICLE XXVI

| GAS |
If Gas s produced or capable of being produced from the Area, |

EGPC and PEXPAC will study all possible economic alternatives
for its use and decide on the best alternative for EGPC and PEX-
PAC ypintly. The costs and expenses in the field of producing non-
assoczated gas shall be recovered in accordance with the Cost Re-
covery principles set forth in Article VII. Production Sharing
principles of Article VII shall apply to the value of associated and
non-associated gas if s0ld for export and net used in operations,
flared or re-injected,

However, any Gas not exported outside the ARE, in a liquid
urmﬁdmmarpmmdinanyfom,fwmuutﬁdcﬂu%
or wed in petroleum operations within the Area, shall remain en-
tirely owned by EGPC and EGPC shall not be liable far payment

to PEXPAC for any costs or expenses respecting any past operations
of PEXPAC related to such gas.

ARTICLE XXVII

GENERAL

The headings or titles to each of the articles to this Agreement
are solely for the convenience of parties hereto and shall not be

used with respect to the interpretation or construction of said
articles.

ARTICLE XXVIII

APFROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not*be binding up on any of parues hereto
uniess 2nd until a law authorizing the Minister of Petroleum and
AMineral Wealth to sign Agreement and giving Articles III, IV,
VIL XL XXIL XXTIL, XXIV and XXV of this Agreement full
force and effect of law notwithstanding any countervailing govern-
mental enactment, is jsued and published in the Official Journal
of the ARE.

IN WITNESS WHEREOF, this Agreement has been duty signed

by the respective parties hereto as of the date first hereunder set
out.

GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT

BY - " _

THE EGYPTIAN GENERAL PETROLEUM -CORPOR ATION

BY - _ L_

PEXAMIN FACIFIC LIMITED
BY : |
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|
ANNEX “A”
BOUNDARY DESCRIPTION OF THE TERRITORY

COVEREDL AND AFPECTED BY THIS AGREEMENT

EGFPC - PEXPAC

Annex “B” is a map on the scale of 1 : 1,000,000 including the
Area covered and affected by this Concession Agreement as follows ;

It 15 composed of thirty three (33) Exploration Blocks, cach of i

~~hich it gix (6) minutes latitude by six (6) minutes longitude ;
.&ﬁpmximating one hundred (100) kms’,

This Area is bounded by a line which commiences at point “a”
on land of the ALR.E. which i1 the intersection of the Fastern Bank
of Damietta Branch of the River Nile with :

Lat k{1 24* 0

thence along the same Eastern.Bank of this Damietta Branch and

Eastern Bank of the River Nile to point “4” at which it intersects
with :

North

“lat.  30° 00/ 00’ North
thence west to point ‘¢’ at
Lat. 3 00’ 0" North
Long.  30¢ 2¢ 00  East
theace north o point “d™ at
Lat =ty 24/ 00  North
Long.  3(r 24 0  Ean

4aence east to point “a” which is the point of beginning,
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ANNEX “C"
LETTER OF GUARANTY
Cairo,

LETTER OF GUARANTY No. __ __
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen :

The Undersigned, National Bank of Egypt, Cairo, as Cuarantor,
hereby guarantees to the Egyptian General Petroleum Corporation

(hercinafter referred o as EGPC) to the limit of Two {2) Millon |

Dollars ir U. S. currency the performance by Pexamin Pacific
Limited (hercinafter referred to as PEXPAC of its obligations
required for exploration operations to spend a minimum of Twe
(2} Million U. S. Dollars during the initial three (3) years of the
exploration period under Article IV of that certain Concession
Agretinent (hereinafter referred to as the Agreement) covering that
Area described mm Annexes “A” and “B” of said Agreement, by and

between the Arab Republic of Egypt (hereinafter referred to as
ARE), EGPC and PEPXPAC dated.

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly during the period
of expenditure of said Two (2} Million U.S. Dollars by the amount
of money expended by PEXPAC for such exploration operations
during each such quarter, Each such reduction shall be established
by the joint written statement uf EGPC and PEXPAC.

In the cvent of a claim by EGPC of non-performance or surrender
-of the Agreement on the part of PEXPAC prior to the fulfilment
of saxd minimum expenditure obligation under Article IV of this
Agreemnent there shall be no lability on the undersigned Guarantor
for payment to EGPC unless and until such Hability has been

established by written statement of EGPC setting forth the amount
due under the Agreement.

It is a further condition of this Letter of Guaranty that

(1) This Letter of Guaranty will become available onlv provided
that the Guarantor will have been informed in writing by
PEXPAC and EGPC that the Agreement berween PEXPAC,
ARE. and EGPC has become cffective according o its

terms, and said Guaranty shall become effective of the Effective
Date of said Agreement

(2) Thls Letter of Guaranty shall, in any event automaticaily

expire

(s) Three and a half vears after the date it hecomes effective,
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(b) At such time as the total of the amounts shown on quarterly
joint statements of EGPC and YEXPAC equals or exceeds

the amount of said minimun expenditure obligation.

whichever is carlier.

yave i pb At g (V) pF Y

Consequently, any claim i1n respect thereof should be made to
the Guarantor prior to either of said expiration dates at the
jatest accompanied by EGPC's written statement 1o the effect

that

(3)

(2) PEXPAC has failed to perform its expenditure obligation
referred to in this Guaranty, and

(b} has failed w0 pay the expenditure deficiency to EGPG, |

satting forth the amount of under expenditure by
PEXPAC.

We declare that on issuing this Guaranty we did not exceed the

limit of total guaranties which we are entitled to 1ssue as pcrl-
Ministry of Economy's Jetter No. 150 6/1/3176 dated 23rd

December 1962.
Please return to us this Leuter of Guaranty in the event it does

not become effective, or upon the expiry date.

Yours faithfuliy,

For the NATIONAL BANK OF EGYPT, CAIRO

Accountant Manager
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ANNEX “Iy

CHARTER OF
PEXPAC MISR COMPANY

ARTICLE 1

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

The Company shall be subject to all laws and regulations m
force in the AR.E, to the extent that such Jaws and regulations are
not inconsistent with the provisions of the Charter and the agree-
ment referred to below.

ARTICLE II

The name of the Company is PEXPAC MISR Company abbre-
viated as PEXMISR. |
ARTICLE II1

The Head Office of PEXMISR shall be in the ARE,

- ARTICLE IV

The object of PEXMISR is to act as the agency through which
EGPC and PEXPAC prepare and approve the development Work
Progranis and Dudgets, carry out and conduct the development
opérations required 1o accordance  with the provisions of the
Agreement simned on the__ | by and between
the ARAB REPUBLIC OF EGYPT, the EGYPTIAN GENERAL
PETROLEUM CORPORATION and PENAMIN PACIFIC
LIMITED covenng p:lm%eu';u operations in the offshore Area
described therein.

PEXMISR shall also be the agency to carry out and conduct
exploration operations after the date of Commercial Discovery
pursuant to PEXPAC's and;er PEXMISRs Work Program and
Budget approved in accordance with the agreement.  However,
after the Commercial Discovery any revision or modif ication in
such Work Program or Budget, shall subject to the mutual agree-
ment of EGPC and PEXPAC.

PEXMISR shall keep account of all costs, expenses and expendi-
tures for such operations under the terms of the Agreement and
Annex “E” thereto.

PEXMISR shall not engage in any business or undertake any
activity beyond the performance of said operations.

ARTICLE V

The authorized capital of PEXMISR is twenty thousand pounds
Egyptian (L.E.20,000) divided into five thousand (5,000} shares of
common stock with a value of four pounds Egyptian {L.E4) per
share having equal voting rights, fully paid up and non-assesmable.

EGPC and PEXPAC shall each pay for, hold and own, through-
out the tife of PEXMISR referred to above one half (1/2) of the
capital stock of PEXMISR provided that only in the event that
either party should transfer or assigu any of its rights, title or interest
in the entirety of that Agreement, may such transferxing or assigning
party transfer or assign any of the capital stock of PEXMISR and
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in that event, such trandferring or assigning party (and its sucoessors
and asigns) must transfer and assign a stock interest in PEXMISR
equal to the transferred or assigned percentage of ownership interest
in the entirety of the Agreement refered to.

ARTICLE VI

PEXMISR shall not own any right, titl, interest or estate in |

Lr under the Agreement or in any development lease created there-
under or in any of the petroleum produced from any exploration
block or development lease area thereunder or in any of the assets,
equipment or other propertv obtained or used in connection there-

with, and shall not be obligated as a principal for the financng
or performance of any of the duties of obligations of either EGPC

or PEXPAC under the Agreement. PENMISR shall not make
any profit from anv source whatsoever.

ARTICLE VII

PEXMISR shall be no more than an agent for EGPC and
PEXPAC. Whenever it is indicated herein that PEXMISR shali
decide, take action or make a proposal and the like, it n under.
stood that such decision or judgement is the result of the decision

or judgement of PEXPAC or EGPC and PEXPAC as may be
required by the Agpreenient.

ARTICLE VTII

PEXMISR <hail have a2 Board of Ihrectors consisting of eight |

memhers,
the other four (4) bv PEXPAC, Tie Chainmman shali be design-
PEX.

PAC shall di:sigﬁalt the Generai who shail also be a Managing
Darector.

ated bv EGPC and shali also be a Managing Director.

ARTICLE IX
Meetings of the Board of Directors shall be valid if a majority

of the Directors are present and any decision taken at such meet-
ings must have the affirmative vote of hive (5) or more of the
Directors ; provided, however, that any director may be represen-
ted and vote bv pruxy held by another director.

ARTICLE X

General meetings of the sharcholders shall be valid if a majo-
rity of the copital stock of PEXMISR 35 represented thereat Any
decisions taken al such meetings must have the affirmative vote of

shareholders owning or representing 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 PEX-
MISR employed directly by PEXMISR and nat assigned therero
by PEXPAC and EGPC.

foar (4) of whomn shall be desmignated v EGPC and i
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The Board shall, in due ovurse, draw up the By-Laws of PEX-
MISR and such By-Laws shall be cffective upon being approved
by a General Meeting of the shareholders, in accordance with the
prowvisioas of Article X hereol.

ARTICLE XII

PEXMISR shall come into cxistence within thirty (30) days
after the date of Commercial Discovery as provided for in the
Agreement. |

The duration of PEXMISR shall be for a period equal to the
duration of the sad Agresment.

It-shall be wound up and liquidated if the Agreement referred
to above 15 terminated for any reason as prowvided for thersin,

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY :

Chairman
PEXAMIN PACIFIC LIMITED

BY :
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ANH-EX L1 EI 1

ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

1. Definstions :

The definitions contained in Article | of the Concession Agree-

ment shall apply to this Accounting Procedure and have the nme

meaning.

follows

Certain accounting terms herein used are defined as

(1} “Agreement” means the Concession Agreement of which

this Annex 1y a part.

(2§ “Non-Cperato:” means the parties to the Agreement other
than PEXPAC when it is performing work.

2. Statements of Activity

A. PEXPAC or PEXMISR, as the case may be, shall pursuant
1o Arucle IV of the Agreement, render io Non-Operator or

- Non-Operators within twenty five {25) davs of the end of
cach quarter a statement of Explﬂratidn Acuvity reflecting

a)l charges and credits related to the exploration Operations
for that quarter summarized by appropriate classifications

indicative of the pature thereof.

B. PEXMISR shall render to EGPC and PEXPAC within
twenty five {23) davs of the end of each month a Statement
of Development Activity reflecting all charpes and credits
related w0 the development operations for that month
surimarized by appropriate classifications indicative of the
nature thereof, except that items of controllable materia}
ard unusual charges and credits shall ‘be detailed.

3. Adjustments and Audits :

A Each Stateroent of Exploration Activity shall conclusively be

presumed 10 be true and correct after three {3) months |-

following the receipt of each statement by EGPC unless
mthm&cmdﬂtme(ﬁ} months EGPC takes written
exception thereto, pursuant to Articke IV {I} of the Agree-
ment.  Durmg said three (3) months period supporting
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documents will be available for inspection by EGPC during
all working hours. PEXPAC will have the same audit rights
on PEXMISR statements on EGPC under this sub-paragraph.

B. All Statements of Activity for development for any Calendar
Year shall conclusively be presumed to be true and correct
twenty four {24) months following the end of any such year
unless within the smid twenty four (24) months period EGPC
or PEXPAC takes written exception thereto. Pending
expiration of said twenty four (24) months EGPC or PEXPAC
or both of them shall have the right to audit PEXMISR
accounts, records and supporting documents for such year
inth:mnﬂnncr-:u provided in Artcile 1V {f) of the
Agreement.

4 QCurrency Exchange .

PEXPAC’s and PEXMISR"s books for Development and Explo-
ratzon, shall be kept in the AR.E. wn U.SDollars.  All U.5Dollar
expenditures shall be charged in the amount expended.  All
Egyptian Pounds Expenditures shall he translated to U.5. Dollars
at the official buyving rate of exchange issued by the Central Bank
of Eqvpt-on the first dav of the month in which expenditures are
recorded, and all otirer non-U.S. Dollars expenditures shall be trans-
lated to U.S. Dollars at the buving rate of exchange for such currency
as guoted by National Westrninster Bank Limited, London, at

10.30 a.m, G.M.T., on the first day of the month in which expendi-
tares are recorded. A record shall be kept of the exchange rate

used in translatmg Egyptian Pounds or other non-USDoilar
expenditures to Dollars.

5 Precedence of Documents :

In the event of any inconsustency or oonflict between the
provisions of this Accounting Procedure and the provisions of the
Agreement treating the same subject differently, then the provion
of the Agreement shail prevail

6. Revision of Accounting Procedure :
Bv mutual agreement between EGPC and PEXPAC this Acepu-

wting Procedure may be revised from time to time in the light of
future arrangements.

T. No charge Jor Interest on Investment @

Interest on Investment shall mot, at any tume, be charged as

recoverable cost under the Agreement.
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ARTICLE I1

COSTS, EXPENSES AND EXPENDITURES

Subject to the provision of the Agreement PEXPAC shall alone
bear and, directly or through PEXMISR, pay the following costs

and expenses, ‘which costs and expenses slall be classified and

treated in accurdance vith Article VT) of the Agreement.

|. Surface Rights .

All direct cost attributable to the acquisitions renewal or relingui-
shment of surface rights acquired and maintained in force of the

Area

2. Labour :

A. Salaries and wages of PEXPAC's or PEXMISR’s emplovess,
as the case mav be, directly engaged in the various activities
under the Agreement including salaries and wages paid
geologists and other emplovees who are temporarily assigned
to and I.'.ﬁ'lPlﬂ‘_lﬂ:d in such activities,

B. PEXPAC or PEXMISR costs of holiday, vacation, sickness,
disability benefit, Living and housing allowznces, travel ime,
bonuses and ather custa-nmary allowances appliable to the
salaries and wages chargeable under sub-paragraph 2.1 and
paragraph 9, and sub-paragraph 1LA, and 11.C of this

Article 11, cost under this sub-paragrapl; 2.B shall be twenty

five (23} percent of the amaunt of salaries and wagmes chrgeable
urider sub-paragraph 2.4 and paragraph 9, and sub-paragraph

11.A and 11.C of this Article II for expatriats employees and

on 2 basis similar to that prevailiﬁg in Oil Companies opera--

ting in the A.R.E. for national emplovees.

Costs of expenditures or contibution made pursuant o law
or assessments imposed by governmental authority which are
applicable to labour cost of salaries and wages as provided

under sub-paragraph 2.A. and paragraph 9, 11.A and 11.C
of this Article IT.

3. Employecs Benefits -

PEXPAC or PEXMISR cost of established plans for employees
group life Insurance. hospitalization, pension, retirement, stock
purchasc, thrift, and cther benefits of 2 like nature, costs under this

paragraph 3 shall be 129 of the amount of salaries and wages of
expatriate employees and on a hasis similar to that prevailing in Oil
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Gompamcs operating in the AR.E. for national r_-mplowu, ali as
c._nargeablc under sub-paragraph 2.A and paragraphs 9, 11.A and 11.C
,‘_,fﬂmﬂrncle II. Severance pay mﬂbcchmgﬂdataﬁxcdm:e

P‘Ph"-'d to payrolls which will equal an amount equivalent to the
mmm‘l.lm hability for severance payments as required by the obliga-
nnns of the Operator under tht: ARE. Labour Law.

™

"4 Maicrial. _
" Material equipment and supplies purchased or furnished as such
by PEXPAC or PEXMISR.

- A, Purchases

Material, equipment and supplies purchased shall be at price paid
Qy PEXPAC or PEXMISR after deduction of all discounts actually.

B. Material Furnithed by PEXPAC

Matenal r:quﬁtd for operations shall be purchased directly when-
ever practicable, except that PEXPAC may furnish such marerial
from PEXPAC affiliates stocks outside the ARE under the

following conditions

(1) New material transferred from PEXPAC's atfiliates warchouse
or other properties shall be priced at cost provided that the
cost of material supplied is not higher than intermational
prices for material of similar quabty suppled simifar term
prevailing at the time such material was supplied.

(2) Used Matersal {Condition “B” ard “C")

(@) Material which is in sound and serviceable condition and
s muitable for re-use without reconditioning shall be
clased 2s Condition “B" and priced at seventy five (13}
percent of “the price of new matenal

(b} Material which cannot be classified as Condition “B”
but which is serviceable for original function but substanu-
ally nat mutable for reconditioning  shall be classed as

Condition “C” and priced at fifty (50) percent of the price
of new materal

() Matcrnlwhchmnmtbechmf'adasﬂmd:mn"ﬂ"nr
Conditicn “C” shall be priced at 2 value commensurate

with s use.
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(d) Tanks, building and other equipment involving ercction
costs shall be charged at applicable percentage of
knocked-down new price. :

C. Warranty of Materiais Furnithed by PEXPAC

PEXPAC does not warrant the material furnished beyond or |

back of the dealer’s or manufacturer's guaranty, and n case of
defective material, credit shall not be recorded unti adjustment
has been received by PEXPAC from manufacturers or their agents.

5. Transporiation

Transportation of employees, equipment, matenials and supplies
necessary for the conduct of activities. Employee transportation
costs to the extent covered by established policy of PEXPAC or
PEXMISR will include travel expenses for employess and their
farmilies to and from the employees point of ongin at the time of

employment, at time of scparation and for vacations, and traveling
expenses for employees and thew families incurred as a result of
\ansler from ome ocation to another. Transportation costs for
employees and their families from the AR.E. to another country
than point of origin shall not be charged to the A RE. operations.

6 ISH‘I?I'C#

A. Outside scrunces

The costs of consultants, contract services and utlines
procured from third parties.
Cost of services performed by EGPC or by PEXPAC or
their affiliated comparies in facilities insxde or outside the
ARE. Regular, recurring, routine services, such as mter-
preting magentic tapes and/or other amalvses, shali be
vecformed and charged by EGPC and/or PEXPAC or their
affiliated companies at a negotiated contract amount.
1l of EGPCs, PEXPAC’s, or their affifated companies
wlmllyowncdaquipmentdnllhechargeditl rental rate
commensurate with the cost of ownership and operation,
but not in excess of competitive rates currently prevailing
-y the ARE. For exploration, PEXPAC' and its affilia-
tedmpmiurltushllmtindndeadminim‘lﬁw over-
head costs.

7. Domeges and Losses

ﬁl]m:umupcmmwm::phceumpairdam:gunr
josses incurred by fire, flood, storm, theft, accident or any other
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usc mot controllable by PEXPAC or PEXMISR through the
exercise of reasonable diligence. PEXPAC or "PEXMISR shail i
fumuh Non-Operators written notice of damages or losses mewrred

iy excess of ten thousand (10,000) U.S.Dollars per occurence, as
soon as practicable after report of the same has been received by
PEXPAC or PEXMISR.

8. Inturance and Clom |

The cost of any public Liability, property damage and other
insurance against liabilities of PEXPAC, PEXMISR and/or
the parties or any of them to their employees and/or out-
siders as may be required by the laws, rules and regulations
of the GOVERNMENT or as the partics may agree upon.
The procecds of any such insurance or claim collected shall
be credited zgainst operations.  If no insurance is carried for
a particular risk, all related actual expenditures incurred and
paid by PEXPAC or PEXMISR is settlement of any and all

losses, claims, damages, rudgements and any other expenses,
including legal services

9. Indirect Expenses

Camp overhead and facilities such as shore base, warehouses,
waler svstems, mad systems, salan:s and expenses of fidd
SUPErVISOry pcrsunr;l:[, field clerks, assistants, and other general

employees indirectly serving the Area.

10. Legal Expenses

" All costs and expenses of litigetion, or legal services otherwise
necessary or expedient fur the protection of the Area, inchud-
ing attorney’s fees and expenses as hereinafter provided,
wgether with all judgements obtained against the parties
or any of them on account of the operations under the

Agreernent, and acrual expenses incurred by any party or parties
hereto in securing evidence for the purpose of defending
against any action or claim prosecuted or wrged agains
the operations or the subject matter of the Agreermnent. In
the event actions or claims affecting the interests bere-
under shall be handled by the legal staff of one or more
of the partics herew, a charge commensurate with cost of
providing and furnishing such services may be made to
DperRLions.

11. Administrative Overhead and General Expense

A While PEXPAC is conducting exploration activities, cost

of staffing and maintaining PEXPAC's head office in |

the AR.E. and/or other offices established in the ARE,
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B. PEXPAC's administrative overhead outside the ARE. app- ﬂ

AAYE L gl A S (V) pEY e sl - Lt 5 1

£4

—r—

other than field offices which will be charged as pro-
vided in Article II, paragraph 9 above and excepting
alaries of employees of PEXPAC who ‘are tempora-
rily assigned to and directly serving on the Area, which
willbcdnrgeduprmidcdinhrﬁchﬂ,pamgmph
2 above. |

)

licable to the ARE. exploration operation which will be charg-
ed each month at the rate of four {4) percent of total Ex-
ploration Expenditures while PEXPAC i3 conducting ex-
ploration activities and at the rate of two (2) percent of
wotal Exploration Expenditures while PEXMISR is con-
ducting exploration activites. No other dirtct charges as
ech for PEXPAC's administrative overhead outside the
ARE will be applied against the exploration obhgation.
Examples of the type cosa PEXPAC is incurring and
charging bercunder due to activitics under the Agreement |

and covered by said percentages are @
(1) Executive - Time of executive officers
(2} Treasury - Financial and exchange problems.

(3} Purchasing - Procuring materials, equipment and sup-
phes.

(4} Exploration and Production - Directing, advising and

controlling the entre project.

(5) Other deparments such as legal, comptrollers and
engipeering which contribute time, knowledge and ex-
perience to the operation.

The foregoing does not preclude charging for direct service
under sub-paragraph 6. B of this Article I :

While PEXMISR is conducting activitiés, PEXMISR's per-
mnnclcngagedingeu:nldeﬁcalmdofﬁctvnrlc,mpwi-
s and officers whose time is generally spent in the main
office and mot in the field, and all employees generally
mnsidcmdugmuﬂ:ndadminiﬂmﬁw”mdmtdmgud
mothcrtyp:sufe:pemc,wi]lbechugudtnope:rathm.
Smhapcnsﬁshallbeaﬂuamduchmthbcmﬂcpb-
mhmddsvtmtupﬂaﬁnmamﬂingmmdnnd
practicable accountng methods,
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Taxes

All waxes, duties or levies paid in the AR.E. by PEXPAC
or PEXMISR other than those covered by Paragraph (f} |

(1) of Article TII of the Agreement.

Continuzng PEXPAC Costs l

Costs of PEXPAC activities required under the agreement
and incurred exclusively in the A.R.E. after PEXMISR is
formed. No sales expenses incurred outside, the AR.E.

may be recovered as a cost.

Cther Expenditures

Any costs, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of
tins Article II, incurred by PEXPAC or PEXMISR under

approved Work Programs and Budgets.

ARTICLE II

INVENTORIES

Periodic Inveniorias, Notice .and Representation

At reasonable intervals as agreed upon by EGPC and PEX-
PAC inventories shall be taken by PEXMISR of the opera-
tions material, which shail include all such material, phy- ]
sical assets and coustruction projects. |
Written notice of intention to make inventory slnllbegiml
by PEXMISR to EGPC and PEXPAC at least thirty (30)
days before any inventory is w begin so that EGPC and
PEXPAC may be representsd when anv inventory is taken.
Failure of EGPC and/or PEXPAC w0 be represented at
an inventory shall bind them o accept the inventory taken
by PEXMISR who shall in that event fumish the party
not represented with a2 copy thereof. |

Reconciligtion and Adjustmant of Inventories

RmdlhﬁonufhmnmdnﬂbemndebmeﬂClnd
EGPC, and a list of overages and shortages shall be jointly

determined by PEXMISR and PEXPAC and EGPC, and
the imventory adjusted by PEXMISR.
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ARTICLE 1V | (Al UL
COST RECOVERY B 5l 2l

1. Statement of Recoverv of Casts and of Cost Rcm.‘wry Crude .11.:-_,;.-'9 U'""“-‘l'l fu:i ,;,J\_, ‘_.___IB:_:I\ -‘L‘.J:-"‘ _,::_5" ( \ )
Qil : el

PEXPAG shall, pursuant to Article VII of the Agreement, | i Ol 3! o dmlB asLA1 (60N iy 0SS Jo can
render to EGPC as promptly as practicable, but not later o . ] - : -
than thirty (30) days afeer receipt from PEXMISK of the | s (v )ewW ju0& Yaogeis 55 52 iy g ol ) de s

Statements for Developmment and Exploration Actvity for . n s e - e s oy
the last month of a quarter, a statement for that quarter J'r"n """'7“-’ ‘L-"""ﬂl ‘LL‘" """u‘l -b—ﬂ_;---s fj-"u'

showing : : 83 U|G)‘dﬂﬁaﬂui Ulcg—JLB"Cf..gi-th"
i) Recoverable costs carried from the previous quarter, if | ¢ Gl &l w )i 0 Yo Mob RN Ll g IS (1)
any. I VY i
ii) Recoverable costs incurred dunng the guarter. RERC CJ"L".I o J‘Jh}n“‘ -'L.‘.":'l." ‘—‘i':“g-ﬂ‘ (‘-.-') |
iii) Total recoverable costs for the quarter (i) + (ii). c e bl e ts% (c)
| )+
iv) Value of Cost Kecovery Crude Oil for the quarter. Ao G s LY e (W e ao (0)
v) Amount of costs recovered for the quarter. | . :J‘d" Za gl ..;'“ b"':IE':““"""'.'.'i (.)

vi} Amount of recoverable costs carried into the succeeding " —JHl ulﬂ.l J ."JJE'J'I‘ -"1-?-“"'?“."*"."‘_41 “—“:IK—H L (J ) |
quarter, if any. l . ey O

vii) Excess, if any of the value of Cost Recovery Crude Oil | «iJE.Tl o el 51y _;-Y,_.a.-.u!\fu-'l.;,_ Nadnk; (5 )
over costs recovered for the quarter. . "_Jbli'-—"c)‘j"h.;—“

2 ke _,I.LH( v)

If such statement shows an amount due EGPC, paym:n'! of E_f“ L ol L‘jyﬁ“‘&:‘:ﬁ) J‘LLL—‘-MJI-L‘ L:a[

at smount sull be made in US. Dolars by Contracior | tis &80 oY1 iamcd | Y ¥ 2l U oLl i
to EGPC with the rendition of such statement. . J;;“ -
. . < ﬂm

2. Payments -1

3. Audit Right _

: in-l}r&:-(f)
EGPC shall have a period of twelve (12) months f . .. .. o - .

cuipt of any staternent under th:s .:.ri:cle IV i :chn \P.Jt.‘ J‘!‘r(“}.f:‘&”ﬂd(y‘h*"ﬁbﬁ

in to * - Fl.® - - - - - . .
audit and raise objection to any such statement. EGPC SN L’-“*"'.‘l.r‘. lrL'IJ r.fd WU '-'*m-l—!-dft:']._:l..l\
and PEXPAC still agree on any required adjustment | U (0% e Rlde S i iz, e ot oY,
- . - - et = -r_ . ?!
Supporting documents and accounts will be available to L?'.!‘ T NCK ¥ AL sl FURA KGR L <AL O ﬁ"q
HGPC during 0id twelve (12) month period. ST ] POV
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ARTICLE V

CONTROL AND MAJOR ACCOUNTS

. Exploration Obligation Control Accounts.

PEXPAC will establish an Exploration Obligation Centrol
Account and an off-setting comtra account to control therein

the total amount of exploration expenditures reported on

Statement of Activity prepared per Article 1. 2. A hereol,
less any reductions agreed to by EGPC and PEXPAC iollow-

ing wrtten exceptions taken by a -NDII-OPBI‘EI:DI' pursunat
to Article 1. 3. A hercof, in order to determine when mini-

murn Exploration’ Obligations have been met. -

PEXPAC will establith a Cost Recovery Control Account

2. Cost Recovery Control Adccount ,
and an offsetting contra account to control therein the amount

of cost remaining to be recovered, if any, and the amount
of cost recovercd.

3. Mapr Accounts

For the purpose of classifying costs, expenses and expendi-
tures for cost recovery as well as for the purpose of | establi- |
shing when the explbration obligation has been met, cnsts,
expenses and expenditures shall be recorded in major ac—‘
counts including the following -

Exploration Expendibures
Development Expenditures other than operating ex-
I I

Necessary sub-accounts shall be used.
Revenus accounts shall be maintained by PEXPAC to the

extent necessary for the contrel of recoveryof costs and the
treatinent of Cost Recovery Crude Qil
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