-

\avi i preeey \v ;j (i) Cbtﬂ . .":.L-J'i_...:t.q....-_’]i ;..L_n_Ja_J'I

~r.

‘i,

VAV e “wd ygg fi'my'li'
Uy reed) Wl & ad) N o ailadl 3 Jy AN L5 ) e AL

A ey

s bt by i W g ) e 3
S e ol S Sy Rl Gl A il 3y 5 ey —y b
B, oy N b bl Bla Bian vy p AN e Rl O N Vi

e il ale A0y 4 A Ly

S e kiYL 5% 055, Oyl 558 M Ly G s ) N D KT CRa e
L e 5

oA ik Y g At ¢ angdee £50 e D e dus oy ial
(L‘;'ﬁi :-?-",j--—-},:'i)'lfiti'--iinilh_;i Yo 3 a s,phl et i



w1

\avE Lo e 3 A Y 3 (T) ',::L' 5 e 34! ___,'i:_.._.d_;il 3..9_}::;-.“ a

. il —— P

CONCLESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND PRODUCTION

Between
The Government of The Arab Republic of Egypt

and

The Egyptian General Petroleum Corporation

and

Esso Egypt Inc.

Safaga Offshore Area in the Red Sea

Ths Agreemoent, made and entered mito on this
day of 1974, by and between the GOVERIN-
MENT OF THE ARAB REPUBLIC OF BEGYPT
(herematier referred o as the “Governiment™, THE
EGYPTIAN GENERAL PETROLEUM CORPORA-

TION, a legal entity created by Law No. 167 of 1953
as amended (hereinafter referred to as “EGPC™), and

ESSO EGYPT INC., a company organized and existing

under the laws of the state of Delaware, United States of
Amyerica {hereinafter referred to as “ESS0%);

WITNESSETH

WHEREAS, all raw inaterials, including petroleum |

existing in mincs and quarrics in the Arab Republic of
Egypt. including the terntorial waters, and m the subsea
floor subject to its jurisdiction and extending beyond the
territorial sea, arc the property of the State; and

WHEREAS. FEGPC has applied for an exclusive con-
cession for the exploration, development and production
of petrolcum In and throughout the Area, subject of
Article I1, described m Annex A, and shown approxima-

tely in Annex B, which are attached hereto and made a
part hereof (hereinafter referred to as the “Area™); and
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WHEREAS. ESSO agrces o undertake its obligations | s {3 Lde oyl WRN JE o 515 € ol 7 0 Sy

provided hereinafter as a Contractor with respect to the
exploration. development and production of petroleum

m gl Area: and

WHEREAS, the Government desives herebv to erant
such concession: and

WHEREAS, The Minister of Petroleum, pursuant to
the provisions of Law:No. 86 of 1956. mav enter Into a
concession agreement with EGPC and ESSO as Contrac-
tor for the petrolenm pperations I the Area hereinafter
referred to.
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Now, THEREFORE, the parties hercto agree as
follows 5

ARTICLI L

DFEFINITIONS

a) “Fxploration” shall inchude geological, geophysical,

b)

i
EJ’

“Producing” shall include such activities

acrial and other survoys, studies or analyses mcluded

in the approved work program and budget, and the |

drilling of such shat holes, core holes, stratigraphic
tests, holes for the dikcovery or production of petro-
leum and other holes and wells, and the purchase or
acquisition of such supplies, matersals and equipment
therefor, In accordance with the approved  work

“explore” means

program and budget. The verb
the act of conducting vxplm'alinn.

“Development” shall include the dnlling, decpening,

plugging back, complcting and equipping of such

wells, the installation of such equipment, lnes and
systems and the conducting of such other activities,

as mayv be necessary, consistent with sound aif tield
and good ecconomic practices.

Arab Republic of Egvpt and areas subjeet to its

jurisdiction, including the construction and use of
plants and facilitics as mav be necessary for producing

and opcrating the wells drilied by the Opcrator in
the Area and for taking, saving, trcating, handiing,
storing, repressuring, recveling, and other secondary
recovery projects, flaring, transporting, delivering
and exporting petroleum.

“Petroleum” means liquid crude oil of various den-
sities, gas, casinghead gas and ali other hydrocarbon
substances that may be found in, and produced, or
otherwisc obtained, and saved from the Area under
this Agreement, and all substances that mav be ex-
tracted therefrom.

“Liquid Crude Oil” or “Crude Oil” means any hydl-
rocarbon producedt from the Area which 15 in a
liquid state at the wellhead or lease separator or
which is extracted from the gas or casinghead gas in
a plant. Such term mncludes distiliate and conden-
satc,

the
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tes gallons, liquid measure, corrected to a temperature |5 ot Yo ¢ W A0 2K A saed] LY
of sixty degrees (60°) Fahrenhett. 1 o (,:,1 WO
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i) “Comuncrcial Discovery” means a producing  geolo- o V. g Lsi x5 sl SNy (C)
gical structure ar any other geological ap (a ficld) § S, ' ; TR N
on which one or more wells have been drilled, which | 251 J‘:i"‘f‘; N ad .u((_}»- ]I AT predeRad
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tion of all relevant factors such as the average pro- | ¢ gt -1 $o0 oF WU 28 =5 o oS00 3bs 1
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Opcrator in writing to the Mimistry of Petrolenm,
FGPC and Opcrator shall wmwtually devermane,
subject to the approval of the Ministry of Petrofeum, | | o : “r (-
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publiclv announced by the Mmistry of Petroleum. | T URSUTEC
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(i “Effective Date”™ mecans the date on which this Al RV Y Gi_,: t N o SR éﬁ-’ 2 (“]
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The Annexes “A”,
- this Agreement are hereby made parts hereof, and they
~shall be considered as having equal force and cffect with |

the

7R UURRERL U P RS SOy TR

A il

“Calendar Year" means the period {rom January
1 to December 31, both inclusive, acconding to thu
Gregonan Calendar. |

“Financial Year” means the Gavernment's financ-
Fal vear starting on January [ and ending on Deceny
her 31, hoth dutes being mclusive. 1

“Tax Year” means the period of tweive (12) montls
according to the Cregorian Calendar for which any
income, profits or other tax of the Government s
assessable or pavable according to any applicabic

law, ar regulation of the Governiment,

T e . BN n — ——

? means FSSO from the Effective Date of
expiration date of this

ESSO shall be reterred
“LLSSOY or "Opera-

“Operator
this Agreement untl the
Agreement or its venvwal.
under this Agreement cither as

?

tor-.

An “Affiliated Company”™

(i) The share capitul, conferring fifty (30%) per cent
or mare of votes at stockholders’ meeting of such
Company, of which is ownedd directly or indirectly
by a party hereto;

e el ———

means a company

.

Ny

(1) Which is the owner directiv or indirectly of share
capital confeenng £ty (50%%) per cent or more of

votes at stockholders” miectings, of o party |
hereto ; o f
(iii) Whose share capital conferning fifty {50%) pev

cent or more of voltes at stockholders’ meenngs
of such company and the sharc capital conferring |
fifty (50%) per cent or more of votes at stockhol-
ders’ meetings of a party hereto, are owned
divectly or mdirectly by sne and the same com-

patny

“Area” means the ongnal arca deseribed in Annex

1

A and shown m Annex B or the area reained by

Operator after rehinquishment or surrender,

ARTICLYL 11

ANNEXES TO THE AGREEMENT
“B“, l".l'.C‘l'!', t:Du, H.En ﬂnd HF.H tU

provimions of this Agreement.
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Annex “AT 18 a deseniption of the Arca covered and
affected bv this Agrecment, herein referred to as  the
Area.

Annex “B” 18 a map on the seale one (1) 0 one million
(1,000,000) mudicating the Area covered by this Agreement
and described in Aanex YA

Annex “(7 s a form of a letter of guaranty to be
submittedl by ESSO, duly authorzed wwd issuedd by
Alexandria Bank, Caro, for the sum of sixteenx (16)
mulion U.S. dollars, enarantecing the minimum exploration
expeuditure obligation.  Such guanoitee  shall  remain
cifective for six (6 mouths after the oad of the fourth
(+th) vear form the Tffective Date of this Agreement,

This letter shall be subimitted av the time of the signature
by the Jlmister of Petroleum. EGPC and ESSO

Anncx D7 Accoununy Procedure containg implemen-
ting provisions related © Ardiele V7 oof thiv Aereement in
respect of cost and coxpenses.

Annex “E” relates to the Joint Company subject of
Article VIT hereinafter,

Annex “F” contains implementing provisions related two
Article V of this Agreement in respect of gas.

ARTICLE T11

GRANT OF RIGHTS AND TERM

The Govemment herehy grants EGPC, and ESSO as
Contractor, subject to the terms, covenants and condi-
tions sct out. in this Agrecment. which nsofar as they mav
contradict with any provisions of Law No. 66 of 1933,
as amended. shafl have the foree of Taw, an exclusive

concession i and to the Area, including the nght 10 )

carry out the Exploration, Development and Producing
operations described in this Agreement i and with res-

pect to such Area -
(a) The Government shall own aud be enutled as herein
after provided, ta a royalty as provided for in Artr-
cle V, in cash or in kind of seven and once half {730 %)
per cent of the total guantity of crude oil produced
and saved from the Area during the Deveiopment
and Producing period. acluding  renewal. Said
vovalty. whether in cash ordn kind, shall be borne
and paid by EGPC. Tt is understood that no rentals

arc payable respectng the Acca.
(b) An exploration period of twelve (12} consecutive years
shall start from .the Effective Date. This Agree

ment shall be terminated if no Comwmiercial Pisco-
very is established by the end of the Twelfth (12th)

vear of the exploration peoiod.
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(¢) The term of this Agreement is thirty (30) years from
the Bffective Date. Upon Commercial Discovery, |

development operations shall immediately be started
by the Operator and a vigorous development pro-

gram based upon the characteristics of the field

and good o1l field practice will be pursued until the
field is fully developed to the extent technically and
economically feasible, The term of this Agreement
may he renewed on the same terms and provisions
for an: acdditional period of wn (10) years at the option
of ESSO, upon a ninety (90) days prior written
notice to EGPC. It is understood that the concession
rights above referred to in this Article 1], mcduding
the rghts to carry out Exploration, Development
and Producing operations, shall continue fully in
effect durmg the term of this Agreament.

(i} Commencing from the date when any explora-
tory well m water depth of two hundred {200} mweters
or less that gives cvidenee of the possible presence of

Vv 2l o WA () o 6 sadl Tl Diiu A

a new producteve structure, (trap, field) 1= tested and
campleted by Operator, Operator shall bave, cven f
such date gccurs m the eleventh or twellth year fol-
lowmg the Effective Date, a penod of two (2) vears
for further delineation and evajuation o deternune
the commercial potential of such fickd and decare
it 10 be a Commercial Discavery and a period of
four {4) years thereafter to establish production of |
such discovery and retamn the field for the rest of |
the term of this Agreement provided tor under para-
graph (c] of this Article 11T and any renewal thereof,
or failing such establishing of production from such
block or blocks or part thereof, he shall relinguish the
block (s) or part thereof covering such field, Such
periods may be extended by EGPC upon request
of ESSQ if approved by EGPC,

(2) Commencing from such date as any strocture
(trap, field} in water depth of over two hundred (200)

meters is declared by Operator o be 2 Commercial
Discovery, Operator shall have 2 paiod of six (6)
vears thercafter to cstablish production of such |
discovery and retain the biock or blocks or

part thercof covering the fidld for the rest
of the term of this Agreement provided for

under paragraph (‘E} of this Articic III and any

rencwal thercof, or, failing such establishing of
production, he shall relinquish the block (s} or part
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thereof covering such  fiedd. Such period may be !
extended by EGPC upon request of Operator if ap-
~proved by EGPC

(3) Delay caused by force majeure, or unforeseen | dady2l 7* £U1 B 2 plall 5yl S Jj:"Hl' (’E":}

conscquences not due o the fault of S5O,
or the unavailability to 88O  worldwxle, or
the failure, of the specialized offshore equipment
required for the performance of the actions des
cribed in sub-paragraphs {{)} and (2) above, shall .
have the cffect provided for in paragraph (2) of Art-
cle XA of this Agreement,. o the cvent of res
linquishment as provided for in sub-paragraph (1)
and {2) above, such relinguishment shall be counted
m satisfaction of the relinguishment  obligations of -

paragraph (d) of this Article T hut the petroleum ;},

mghts over the arca relinquishment shall pass by re- |
grant circethy e EGPC by aperation of law if EGPC |
so destres.  Accordingly, it 15 understood that the .
cffect of the foregoing is that if ESSO does not e
tablish such production as ahove provided within the l
e periods as specified above, the avea covering the |
ficld will be relinguished as provided hereinabove, |
and that to avoid this offect for ESSO, EGPC will |

give sympathetic and sincere consideration to any
requests of TSSO as ahove provided for extention
of such time periods.  Although the present sub- l
paragraph (ci provides, in connection with a cer
tain  structure {trap, ficld}, for relinquishment by
block or blocks or part or parts thereof, it 15 under-
stood that the atea covered by any such relinquish-
ment wil be revised and reduced so as to avoid the
reliquishment of all or part of another structure or
structures (traps, fields) located in the same block

or part thereof.

l

if Crude Oil is discovered but is not deemed by |
Opcrator to be a Commercial Discovery within
four {4} vear period from such discovery, EGPCG shall,
at the expiration of such four (4) vear period, have
the nright, following sisty (60) days notice in wntmg I
to ESSO, at its sole cost, risk and expense, to de- |
velop, produce and dispose of all Crude Oil fror
the geological feature on which the well has been
drilicd. Said notice shall state the specific area
covening said geological feature to be developed,
the wells to be drilled, the production facilities to
be installed and BUPCs cstimated cost thercof,
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Within thirty (30} days after recetpt of said nouce |
ESSO may, n writing, clect to develop such area
as provided for in the case of Commercial Discovery
hereunder.  In such cvent all terms of this Agree-
ment shall continue to apply to the specificd arca |
If EGPC docs not so notify ESSO within one year |
after such expivation, the acreage shall without pre-
judice to the relmquishment provisions under  this

Agrcemoent, be retamed by ESSO. H

If ESSO clects not 10 deveiop such area, the spr-
cific arva covering said geological feature shall be
sct astde for sole risk vperations by EGPC. To i
understoad that FS50 18 not obligated to perform
the operations for EGPC. When EGPC has reco

vered fromv the Crude it produced from
spectlic arca a quantity of Crude O equal i valus

to three hundred (3009%) por cent of the costs it has
mncurred, ESSO shall have the option, only i the

cvent there been  a
Discovery, to share i further development and pro-

duction of that specific area upon paymg EGPC
one hundred {100%) per cent of such costs mcurred
hy EGPC. Such onc hundred (100%) per cent k

paviment shall be recovered by ESSO from Cost
Recovery CGrude in the normal manner for the reco-

."illl‘h

has separate  Commercial

verv of cxpenses,  Tmmediately  following  such
payment the speofic arca shall cither (i) revert to

the status of an ordinary cxplottation  area under
this Agrcement and thercafter shall be .operated in

accordance with the terms hereof: ar (1) altematively, t
uy the event that, at such time EGPC or its affiliated
company is conducting all development operations in
the area at s sole expense and EGPC elects to con- i

~ tinue operating, the area shall remain set aside and
ESSQ shall onlv be entitied to its production sharing

pereentage of the Crude Ml as specified in Article V
(b} below.

The sole risk crude o1l shall he valued m the man-
ner provided in paragraph (¢} of Article V. Tn the
event of any tenmination of this Agrecment under the
provisions of paragraph (b) above, this Agreement
shall, however, continue to apply to RGP(Vs operation
of any sole risk venture hereunder, although such
Agreement shall have heen terminated with respect
to ESSU pursuant to the provisions of said parag-
raph (b) above.
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EGPC and ESSO shall rclinquish portions of the
Area, such portions to be selected by ESSQO so as 10
he reasonable in number and shupe, and after st
dying this mattcr together with LGPC, equal to the
following :

At the end of the fourth (dth) year from the
Effective Date, a ol of twoenty-five (25%0) per
cent of the original Area not then covermg an
arca of arcas i which 2 Comuncrosal  1nsco-
very has becn made.

At the end of the cighth {éth) year from the
i ffective Dare, an additional twency-five {22%)
per cent ob the original Arca not then coverng
an area or areas in whuch a (Commercial Dhsco
very has been made.

At the d of the twelfth (12th) yvar from the
Effective Date, the balance ol the original Area

cxcept for the arcas coveriug an arca Or arcas
m which a Commercial Discovery has been
made.

Following Commercial Discovery, aily such relin-

the relinguishment provided for
tweltth {12th) year, shall be
the provisions of Article
Company) respecting re

quishment, except
above at the end of the
made in accordance with
VII (rclating to the Joint
linquishments.

£usO shall carry the risk of all the cost and expenses
required in carrying out all the operations under this
Agreement and thercfore have an cconomic nterest
in the development of the petroleum deposits I the
Arca. Such costs and exponises shall not include
whatsocver any interest on nvesument, financial fees
or bank charges, and such costs and expenses shall
he recoverable as provided in Article V. Durnng
the term of this Agreemont and Its renewal the total
production achieved 1n the conduct of such opera-
tions shall be divided between EGPG and ESSO 1n
accardance with the provisions of Article V.

The provisions regarding  payment of ESSO’s
Egyptian Inceme Tax shall be applied as follows :

(13 ESSO shall be subject to Egyphan Income Tax
Laws and shall comply with the reqUITCITICTLS
of the AR.E. Law in particular with respect
to filing retums, asscssment of tax, and keeping

and showing of books and records.

{2) ESSO’s annual income for Egyptian Income Tax

purposcs shall be an amount equal to :

The totak of the sums veceived by ESSO
on the sale or other disposition of the
crude oil intended for recovery of costs and
expenses by ESSO under paragraph {a) of

—
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Article V, of the sums recawved by ESSO
on the sale or other disposition of crude
oil that ESSO 15 cnttled to take under
paragraph (b) of Article V, and of an
amount equal to ESSO's Egvptian Income
Tax habiliry.

reduced by

—  The costs and  expenses wr respect of  the
operations wnder this Agreement as  pro-
vided for and deseribed in paragraph  (a)
of Article V and in Annex D of this Agree-
meat and the amount of the payment, i
any, requirkl t© be made by ESS50 1o
EGPC woder puragraph ad of Article V.

3y EGPC shall pay m the name of and on behall

of ESSO, ESSO's Egyptian Income Tax out of
EGPC’s sharve of the crude o1l produced and
saved and not uscel in operations under Article V.

EGPC shall fwmash w ESSO proper official re-
ceipts evidencing the payment of ESSO's Egyp-
nan Income Tax. Such receipts shall be issucd
by the duly constituted authonty for the collec-
ton of Egvptian Income Taxes and shall state
the amount and other particulats custpmary for
such receipts. Such receipts shall be issucd

within one hundred and fifty {150} days fol-
lowing the commencement of the next ensuing |

Ca[mdar Year.

(3) As used herein Egyptian [ncome Tax shall be

mclusive of all income taxes payable in the
A.R.E. such as the tax on income from movable
capifal and the tax on profits from Commerce
and Industry and inclusive of taxes based on
mcome or profits including all dividend, with-
holding with respect to sharcholders and other
taxes 1imposed by the Govermnment of A.RUE.
on the distribution of income or profits by
ESSO.

(6) In calculating its AR E. Income Taxes, EGPC

(7)

shall be enttled to deduct all rovalties paid by
EGPC to the A.R.E. Govermment and the
A.R.E. Taxes of ESSO paid by EGPC on
ESSO’s behalf. -

[t 1s agreed upon that the costs and expenses
vecoverable by ESSO under this Agreement,
shall not include any taxes paid by ESSO

:EGYPT !NC. outsidle AR.E. and such taxes,
if any, shall not be home hv EGPC.
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(e) Without prejudice to the Govemment's right of re- |

quisition as provided in Article XVII hereinafter,

all obligations rclating to crude oil supply as are the
subject of Article 37 of Law No. 66 of 1953 as ame-
nded by Law No. 86 of 1956, arc the subject of an
exemption hereby accorded and shall accordmgly
not apply to EGPC and ESSO. ESSO shall be

exempt from any obligation which may ansc out of
AR Laws relating to division of profit with third

parties or the establishment of reserves or funds for
purposcs of nvestment,

ARTICLLE 1V
WORK PROGRAM, LXPENDITURES
AND MANAGEMENT OF OPERATION

(a) ESSO shall commence exploration operations hereu-

nder not later than six (6) months afier the Effective |
Date. Not later than the end of the thartieth (30th)
month after the Effective Date ESSO shall suart of-
fshore exploration driling in the Area; provided,
however, 1If swtable geologic prospects are located

n water depth less than 500 meters, offshore explo-
ration dnilling in the Area shall start not later than
the end of the eighteenth (18th) month after the
Effecuve Date.

ESS0 shall spend o minimnm of foriy-eight (48)
mullion C.S. dollars on exploration over a period of

twelve {12) years as follows

During the initial four (4] year period ESSO will |
spend a mmimum of sixteen (16) mallion U.S. dolfars

on. exploration which shall nclude a mmimum of
three wells; if ESSO does not give notice of surren-

der of the Area by the end of the initial four (4)

year period, ESSO shall spend a minimum of sixtecn

(16) million U.S. dollars on exploration during the
sccond four (4) vear period; if ESSO does not give

notice of surrender of the Area by the end of the “

second four (4-) year pertod, ESSO  shall spend a
minimum of sixteen (16} million U.S. dolfars on cx-

ploration during the third four (4) year period;

provided, however, that if dunng any of the above

specified four {4) year periods, ESSO should spend ‘
more than the above indicated minimum amount

on exploration the excess will be credited to the suc-
cecding four-year cxploration period and accordingly
reduce the required minimum expenditure for that
cxploration period by the amount of such excess
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Such notice of surrender shall be given by ESSO at
least sixty {60) days prior to the effective date of

such surrender.

In case ESSO has not spent the required minimum
sum (16 million U.S. dollars) on cxploration in the
Area by the end of the initial four (4) year period,
an amount equal to the deliciency shall be paid bv
ESSO to EGPC three (3) months after the end of
such four (4) year penod; provided, howcever, i
ESSO surrenders the entire Area prior to the end
of initial four {4) year pericd, the deheieney shall be
paid hy ES50 1o EGPC  within three (3) months

following  the offective date ol such surreader.

In case ESSO has not given notice of surrender of
ihe Area as indicated above prior te the beginning
of a given four (1) year period and has not spent the
required mINIMMUITY S on’ exploration in the Area
by the end of such given four (4} vear period as mv-
dicated above, an amount cqual to the deficiency
shall be paid by ESSO 1w EGPC three (3) months

after the end of such given four {4) year poriod. |

However, if ESSO surrenders the Arca during any

given four (4) ycar period. and has not spent the |
amount specified for such four (1) year period. the |

deficiency shall be paid by 1SS0 to FGPC at the
thnc of such Payment ol any such
deficiency shall be made in U.S. dollars. LS50

surrendermg.

<hall be entitled to recover aforesaid deficiency pay- |
*m‘mt as

exploration  expenditure in the manner
provided for under Article V if this Agreement 13 still
in force as to ESSO. 1o case ESSQ surrenders all
its rights and obligations  uder this Apreement,
EGPC will not bear any of aforcsawl expense -pent

by ESSO.

As used in this sub-paragraph {(b) “Area” shall

" mean the Area exclusive of the area or areas in

.(éd)::f-- Upon

which a Commercial Discovery has been made and
retained by Operator.

Commercial Discovery and thereafter at least
three (3) months pridr to the beginning of each year
or at such other times as miay be decided by the
Joint Company subject of Article VII hereinbelow,
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the Operavor shall prepare and submit for approval
by such Joint Company a Work Program and Bud-
get setting forth the Fxploration, Development and
Producing operations which Operator proposes to
carry out during the ensuing year. The aforemen-
tioned Work Program and Budget may be revised
and/or modified in case of need subject to the app-
roval of such Joint Company,

(d) ESSQO shall advance all necessary funds and purchase

all matersals, eguipment and supplics requiced to be

purchased or contracted for. for exploration, develop-

ment,  producing and other

pursuant 1o the approved Waork Prograny and Budget
and EGPC shall not be responsible, bear or repay

any of aforesaid costs

Floswever, all wpost: and fees levied or requived

(excluding Lgyptian Income Tax for which special |

provision is made 1w paragraph () of Article LI,
charges reasonable in amount In relation o services
renderec or property sold or used, such import, duties
as arc not covered by the exemption provided for in
Artcle Xo and immcome uxes of ESSO’s contractors
and personiel) by the Government ang any other
ARE. zovernmental. municipal or other authority
n respect of the mplementation of this Agreement;
wt respect of . properiy, capital, and net worth associa-
tecl with this Agreemont, of ESSO or its shareholders;
and 1 respect of the production, dealing in oll or
rights thercto, transport, sale export, shipments and
profits and distribution therefrom of crude oil pro-
duced from the Arca by ESSQ and/or sold by ESSO
tor export are the subject of an exemption hereby
accorded and no such pavment shall be due or pay-
able.
g any such payvments us ave nevertheless required
by any of the above mentioned  authonitics to be
paid, and EGPC shall reitnburse the amount. of the
mvoice within two (2) months after receipt; thereof,
EGPCG will be consulted before mny such payment
1s made directly to the exacting authority,

(¢} (1} Opecrator shall be responsible for the exccution

of the Work Program and Budget which shali
be implemented n a workmanlike manner and

petrolewn  operations |

ESSG will submit to EGPC an invoice cover- |
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(f) ‘Operator shail supply EGPC within forty-five (45)

(8

|

consistent. with good industry practices provided
that the Managing Directors appointed ia
accordance with Articte 6 of Amnex E, shall
jointly approve the following items, with respect

to opcrations comducted by the Operater:—
(1) Major Cap:ital Expenditires
(u) Major Contractors for Supplies & Service |

(13) Well recommendations, (icological and Ge-

ophysical Projects

(iv) Policy Manuals

(2} Geological, geophysical and other stdics related
to the performance of this Agreement shall be
made m AR.E.
appropriate that the processing and analyzing
of data and laboratory smdics thercon shall be
made in speciakized centers outside A.RE.

It 15 recognized as may be

days after the end of every quarter with a list of
costs mcurted and proceeds received by the Opera-
tor during such quarter, and necessary si.lppﬂrting
documents to be available for inspection by EGPC
as any time during regular working hours. Within
three (3) months from the date of receiving each list,
EGPC shall advise the Operator in writing if it
considers (a) that the record of costs and/or proceeds
are not correct, (b} that the cost of goods or services

supplied are not in line with the international mark-
ct pnces for goods or services of similar quality
supplied on similar tenms prevailing at the time such §
goods or services were supplied, provided, however,
that purchases made and services performed within 4
ARE. shall be subject to Artide XXIII, (¢) that
the condition of the materials fumished by the Ope-
rator does not tally with their estimated prices, or (d}
- that the costs incurred are not required for opera-

+

tons under this Agreement in accordance with
practices usual in the intemational petroleurr md-

kol 3 Tl Akl CILNT e gl 5 sl
G2l il L-;_p__i:.il oty s g yae ‘____,T e
A AL SR Dl () Gl e 50l

p bl @il e £ S oUaall diladd

C L U 2y el (Y1)

CReadly Sl gl (L)

ey ST, LYY ALl Sl (U6

o ARy e )yl

il S0 (W )
Syl gy bl ladndin W A ey 14 w3y
bty plehb 5 LI e g Lobe 087187 4T e
2\ Aaaieid) y\}xghjx_,:ll;: ¢ bde 4
Agez)

VA

b g{t 0 ) ot sl 4t I B St A iz (5)

o Uy Bl LB T T A
dot it a w 1Va ol mbamia o ML A
(o T 311 ait iyl sl ladt o 83 of
P R F S N FEN TR WK W ER R SR PP
Al pE 276 O gl o b e

GETTRUN SN PASEREA )

. Gﬂ{i‘—@}l.m:l}ﬂ € T (1)
R R RCIEEY o Shall L ol (o)
SPER R CRINES A SN TS AN A
oy 4 fudll i 3attla L, 2,
el s 3 Ji_‘,:_ ) Jeo bad JTC‘LaJI TS
Jos e Jpad e Floadtty 2 AN

. ;{,J"'ul i Wl (Erth'c'#zi"_)““ﬂ 3!..}3“':

sy bhadl @ L8 Y O ()



ie

\ayvs 4 ;,—_...‘-3_-1 v J (1) C{L' 0+ sl das JHEA i

4

strty and sound and consistent accounting methods.

Operator shall confer with EGPC in connection with
the problem thus presented and parties shall attempt

to reach a scttlement which is mutually satisfactory.
If within the time limit of the three (3) month period
provided for in this paragraph, EGPC has not adwvi-
sed the Operator of its objection to any list, such

list shall bc considered as approved.

(8) EGPC and ESSQO shall lovally cooperate xn submit-

ting to the Alexandiia Bank, Cairo, five (5) months
following each quarter. the joint statement provided
for in Annex C of this Agrecmient.  EGPC shall be

hable for any and all damages caused to ESSQ as
a result of (1) collection by EGPC from the Alexandria

Bank, Cairo, of anv such amount as may be
established through arbitration as not payable by ES-
5Q as a deficiency to EGPC respecting the initial
four {4) vears pcriod in accordance with Article IV

of this Agreement or (2) failure of EGPC within tive
(5) months following cach quarter to join in the

above mentioned statement reflecting the appropriate |

and approved amount of moncy cxpended. It is
agreed upon that EGPC shall not be Eable for such

damages for failure unless such failure s due to
EGPC fault or neghgence.

(#) ESSO shall supply from abroad all foreign currency

funds necessary for the aperations under this Agree-
ment in freely convertible currency and whenever
they require payment in Eavptian currency the con-

version shall be made at the Iocal banks in ART.

according to A.R.E. reculations and at the official
A.RE. rate of exchange generally  applicable for
commercial purposes,

ARTICLE V

RECOVERY OF COSTS AND EXPENSES

{a} (1) ESSO shall be subjcct to the auditing provisions

provided for in this Agreement, and ESSO shall

recover all costs antd exnenses accounted for in
accordance with Annex D of .all the opcrations

under this Agreement, to the extent and out
of an amount equal to thirtv-five (35%) per cent
of crude ol produced and saved from wells
completed in water two hundred (200) meters
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(2)

- " 1 A - . l
or less in depth in cach Calendar Year hereunde

and not used in operations, and before deducting
Government royalty; an amount equal to forty
(40%) per cent of crude oil produced and saved
from wells completed In water depth of over two
hundred {200) mecters in each Calendar Year
hereunder and not used wn operations, and be
fore  deducting Such

(Government  royalty.

percentage of crude ol is heremaftee veferred to
as “Cost Recovery Crude O
exploration expenditures shall be at o rate of
twenty (20%) per and
development and producimg  expenduures with

Recovery of

cent per annum
the exception of operaung costs at a rate of
tventy {20%) por coent per aonum,
CUXPCNSCS

production

CIperating

mcurred  after  mital  commercial
shall
ncurred. To the cxtent that in anv Calendar
Year the total costs and expenses to bc
recovered 1 such year are in excess of the value
nf the Cost Recovery Crude Oil, such excess shall

he carried forward and added to the total costs

be recovered o the vear

and cxpenses to be recovered in the next succeed-

mg year or years until such costs and cexpenses |

are fully recovered, but in no casc

termmation of this Agreement.

after the

ESSO shall take cach year the Cost Recovery
Crude Oil, subject to paragraph

Article, (plus its share as stipulated in para-
graph (b) of this Arucle V! and in the event
that the wvalue of the Cost Recovery Crude
Oil 15 In excess of ESSO's actual  recoverable

costs and  cxpenses,

forward, to be rccovered for such  year,
such excess shall be allocated proportionately 1o
pracluction in accordance with production volu-

mes in such year; and such part of the excess
ag 15 thus allocated te production from wells

completed n the two water depth catcgories
set forth in paragraph (b) of thus Article V shall
he divided between EGPC and ESSO in accor-
dance with the applicable percentages by depth
of said paragraph (b) and payment o EGPC
of its share of such excess, excluding zny
amounts taken m kind under paragraph (3)
below, shall be made by ESSO in the manner
set forth in Annex D) hereto,

including  any  carn-

(3} of this |

o ————
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(¢} For purposcs

l—, il

(3) EGPC shall cach.year have the nght of takng

delivery of a guantity of crude ol up to fifey

{

f

{(50%:) per cont of the cxcess of Gost Recovery

Crevelee O over thie actual recoverable costs and

expenses, for the purpose of supplying any ol .

FEGPCs share of operating requirements for
refineries, delivery of such quantity of crude o1l
to he FOB. export terpunal (or other deftvery
point mutually agreed upon). 1 EGPC wishes
o excreise such rght, it shall notify ESSO n

writing at lcast ninety (90) days priov 10 the
hegmning of cach calendar quarter of cacn vear

following  commencement of regulay

ton.

Laplotation, Developiet or - Production costs
anel expenses shafl include expenditares whexe:
ver inomred for the purpose of  operations

(%)

1 r{lllﬂ*

ander this Agrecment but shall not include jo-

teyest on investment, or any bank fecs or bauk
charges or any crude export marketing expen-
sex incurred outside the ARE.

D) (1) Of the remabuing (wixty-five (3% per cony

crude oil produced and before deductng govenr
ment rovalty, EGPC shall be entitled to take
and receive cighty (80%) per cent and ESSO
shall he entitled 10 ke and  receive twenty
(209%) per cent of the average daily production
of crude oil produced from wells completed

water two hundred (200} meters or less n de-

pth.

(2) Of the remaining (say (LU} por cent} crude
oil produced and before deducting govermment
royahty. EGPC shall be cntitled to take and

receive seventy (70%) per cent and ESSO shall |
be enntled to take and receive thirty (30%) per

cent of the average daily production of crude
oil produced from wells completed  in water
depth of over two hundred (200) meters.

of determining the value of the quan
titv of the Cost Recovay CGrude Qil during each
6) month period to rccover costs and cxpenses,
the weighted average price realized m frecly conver-
Ehle currency from F.O.B. point of export sales !::}'
sgher EGPC or ESSO  of comparable  guantitics
ander all crude ol sales contracts currently in cffect
hut excluding ol sales contracts involving barter,
whichever s higher, to nov-affiliated  companies
during such sernestey chall be used. It is understood

that in case of C.LF. salus, appropriate deductions
shalt be made such as for transport and msurance

six |
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(d}

i,

charges to calculate F.OB. point of export price,
ESSO and EGPC will foyally cooperate in determin-
ing in accordance with the foregoing principles, the
value of the Cost Recovery Crude Oil and for this
purposc wiil work out mutuaily acceptable proce-
dures,

Without prejudice tu paragraph {(a) (2} and (3} of this
Article V and Article XXVII ESS0 shall during each
year, take, receive and freely export, and retain ab-
road and freely dispose of the export sales proceeds
of, its sharc of crude il under paragraph (b) of this
Article V plus the Cost Recovery Crude Ol as pro-
vided in paragraph (a) of this Article V. The value
of the part of the excess Cost Recovery Crude Oil

which 15 to be paid to EGPC in accordance with
paragraph (a} {2} of this Article shall be paid in
U.S. dollars to EGPC by ESS0 on a quarterly basis
within forty-five {$3) days after the end of the quar

ter with appropriate adjustmments in payment res-
pecting the fourth quarter of the year to reflect

actual costs for the year. Title to all such crude ol
and risk of loss shall pass to ESSO at wellhead.

If the centitlement of the Government and of
EGPC to all crude o1l produced in AR E. is less than
the total quantity of crude oil required to be refined
in A.R.E. 1o produce products required for mtemal

purposes {hercinafter referred 10 as “The Imbalan-
ce”’), then, In thar event, the crude oil which ESSQ
has the right to export in accordance with the fore-
going shall be reduced by the amount representing

ESSQ’s proportionate sharc of The Imbalance.
The amount of such proportionate share shall be

based on the volume of ESSQO's entitlement to AR.E.
crude ol production in proportion to the volume
of entitlements of others (cxcept the Govemn-
ment and/or EGPC) to such production and the price
shall be pawd i fully convertible currencies within
ninety (90} days after the endd of the month in which

delivery is made, and shall be ESSO's export price
determined under the procedine set forth in sub-
paragraph (c) of the present Article respecting export
sales by ESSO.

() Gas, unless other lisposition of such gas and cons-
tituents be made in accordance with Anncx F hereto, |

shall at no cost, belong to and be taken by EGPC.

[t s understood that such taking by EGPC shall not
result n any aclditional costs to ESSO.
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(fi The Operator shall prepare (not less than ninety (90)

{g) At a reasonable time prior to the commencement of

a) EGPC shall be the owner of all ESSQ's assets in

\avi :-:-u#..-r__-ﬁ "-.Yd(I) Ca_l'l' 0 .‘J-h“.._...:.:._u_’":ﬁ_ﬂdi

——

el S N —

days prior to the beginning of cach calendar semcs-

ter following commencement of regular production),
and furnish in writing o EGPC a forecast, appro-
ved by the Joint Company, sctting out the total
quantity of crude ¢il that the Operator estimates

ean be produced, saved and tramsported hereunder
dumng such calendar semester in accordance with

good oil industry practicc.  The Operator shall also
esumate the quantity of crude oil to be taken by

ESSO in accordance with paragraph (a) of this
Article V; also shail estimate ESSO and EGPC
shares m accordance with paragraph (b) of this
Arucle V. The Operator shall endeavor to produce
cach calendar semester the forccast guantity, The

crucle ol shall be measured for royalty as provided
for mn paragraph (a) of Article [11 of this Agreement

and other purposes by a method mutually agrecable
between EGPC and the Operator and in accordance
with accepted mtemational petroleam industury
practice.

i

commercial production EGPC and Operawor shall
meet and agree upon a procedure for scheduling
tantker liftings from the point or points of export.

ARTICLE VI
EGPC'S TITLE TO ASSETS -

the Arca and in AR.E. creatcd or used in connec-
tion with the Operations carried out by the Operator
subject to and in accordance with the following :

(1} Land and fixed assets shall become the property
of EGPC as soon as they are acquired by ESSO
for the purpose of operations under this Agree-
ment. *

(2) Movable Assets owned by ESSO and assigned

to the long term performance of this Agree- |

mex shall become EGPC's property as soon as
they are landed : the ARE. The costs of
such assets shall be recovered by ESSO in ac-
cordance with Article V.,

Notwithstanding the foregoing, movable assets
owned by ESSO which are moved to the Area or

landed mn AR.E. and normally used temporarily
such as for drilling or pipelaying (mcluding floating

|

storage vessels whach ESSO puts into use in opera-
von hereunder but later removes and replaces with l

vy
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another sturage system or vessel) shall remain the

property of ESSQ, provide d that their depreciation

for the gnen pumd only 1s © hmgul (o the operations |

aqdd vclueded an the :m.t::. m accordance with Article

V oof this Agreemont.

Flowever, il e full amount of  depreciation of

such asset has been charged to the operations, then
sich asset {including fluating storage  vessels)  shall
hecome the praperty of LGPC. It is understood
that such temporanily used assets may be freely re-
exported by the Operator subject w EGPC approv al,
orovided however that in view of the lugh operating
and down-tnie costs and losses associated with any

delay in movements of specialized vessels for offshore
drilltng and pipelaying and associated supply vessels.

such vessels may be reeexported upon prior notice |
givon to EGPC of the reexportation of such vessels

owned by ESSO or its contractors. [t Is unders-
tood that the temiporany us: of the movable assets
in the operations as aforcsawd, title being retained
by ESSQO, shall not give rise to a claim for payment
fromm EGPC to 1I5S50 respecting such  assets  but
rather ESSO shall recover its costs respecting such
assets in accordance with Arocle V (a).

The Book Value of the Assets created durmg each
calendar quarter shall be communicated to EGPC
within formv-five (437 davs after the end of cach
quarter.

During the term of tlus Agreement and its renewal
the Opcerator is entitded to full use of all fixed and
movable assets as defined above and EGPC shall
not dispose of the same except with mutual agree-
meelt.

ARTICLE VI
JOINT COMPANY

All development and” producing  operations  subject
of this Agreement shall be carnied out in accordance
with such decisions respecung such operations as
may be made and approved by the Board of Duec-
tors of & non profit Joint Company, formed by
EGPC und ESSO w be called “"SAFAGA PETRO-
LEUM COMPANY".: abbreviated as “SAFAGA”,
according to the provisions of s charter attached !

|

hereto as Annex E which ¢ made an imtegral part |

hercof.
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5 Withw thirty (30) days after Commercial Discovery,

¢) Operator shall submit for the approval of the Board

d]

)

f)

the Charter shall take cffect and the Joint Company
shall comv mto cxistence without any further pro-

cedures.

of Directors of the Joint Company the Exploration |
work programs and budgets, winch shall be subject
to such approval. Operator shall submit for the .
approval of the Board of Dircctors the relinquish- .

ments which arc provided for in Article 11 (d) of !
this Agreement and which are made after Comme-

reial Discovery. If within one month after the date of |

such submussion, the Board of Directors has taken 5

no decsion with respece to such relinquishment, it
witl be delivered by ESSO, after studying the relin-
guishment with EGPC and taking into account the
views expressed by BGPC in this connection, to the |
Ministiv of Petroleum in satisfaction of Axticle T11
(d) of this Agreement. i

Operator shall submit for the approval of the Boaxd |
of Dawectors of the Jomt Company the Development
and Producing work programs and budgets, which
shall be subject to such approval,

Prior to thie coming mto existence of such Joint Com-
pany, Operator shall submit for the approval of the
Exploration Advisory - Committee the Exploration
work program and budgets, which shall be subject
to such approval. The Exploration Advisory Com-
mittec shall give consultation and advice respecting
exploratton operanons and shall cease to cxast upon
the coming mto existence of such Jomt Company.
Any decision or action taken by the Exploration |

g . —— R — o — -

Advisory Committee must have the affirmative vote

of four or more of its members. The Exploration =.

Advisory Committee shall be composed of three (3)
members appointed by EGPC, one of whom shall be
Chairman, and threc {3) members appointed by
E350, such appomtments to be made within sisty
(60) days afier the Effective Date, |
In the cvent of emergenaics involving danger of loss
. of lives or property or in the event unforesecn circu-
mstances arse that would require ESSO to expend
additional uabudgetted amounts o1 accordance with
good oil field practice in the mdustry, to mueet its
obligations and commuments under this Agreement, |
such expenses shall be considered: as a cost to be reco-
vered subject to the provisions of this Agreement.

Y el L

‘-

ARTICLE VIl{
OFFICE AND SERVICE OF NOTICE
ESSO shall mantain un office m AR E. at which +£
notices shall be validly served.

— - A ———
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ESSO’s general marager shall be entrusted by ESSO
with sufficient power to carry out lmmtchatﬂly and com
ply with all local written directions given by the Gover-
nment or its representatve under the terms of this
Agreement or any lawful regulations issued or hereafter
to be issued which are applicable hereunder.

|
All matters and notices shall be deenred to be vahdly

served on ESSO which are left at the office of the general
manager or which are sent to him by registered mail to
ESSO’s office m A.R.E,

All matters and notices shall be deemed to be validly
served on EGPU which are lelt at the office af the Chair-
man of EGPC or which are sent to him by registered
mail at EGPC’s main office m Cairo.

Notices under Article XIX should be made by an
official [egal notice,

ARTICLE IX
SAVING OF PETROLEUM AND
PREVENTION OF LOSS

a) The Operator shall take all proper measures, accor-
ding to generally accepted methods in use in the ol
industry to prevent loss or waste of petroleurn above
or under the ground i any form during drlling,
producing, gathering and distributing or storage
operations and including cconomic loss resulting from
insufficient production or transportauon facilities,

b) Upon completion of the drilling of a productive well

Operator shal. inform EGPC of the time when the
well will be tested and the production rate ascertai-

ned.,

¢) Except i instances where multiple producing reser-
voirs in the same well can only be produced econo-
mically through a single tubing string, petrolenm
shall not be produced from multiple oil carrying
zones through one string of tubing at the same time,
cxcept with prior approval of the Government or its
representative,

d), The Operator shall record data regarding the quan-
tities of petroleum and water produced monthly
from each field. Such data shall be sent to EGPC
on the special forms provided for that purpose within
thirty (30) days aftey it is obtained. Daily or weekly
statistics regarding the production from the Area
shall be available at all reasonable times for exami
nation by authorized representatives of the Govern-
ment,

f
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¢y Daily dridling records and the graphic logs of wells

il

must show the guantity and type of cement and the
amount of any other mawrials vsed in the well for

the purposes of protecting petroleum, gas  bearing

or fresh water strata. Any substantial change of
mecchanical conditions of the well after s comple-

non should he subject to the approval of the repre-

sentativie of  the  Government. Pipe  wsed  for
separating water-bearing strata i the well or sepa-
rating the petroleum-bearing strata shall not be
withdrawn  wathout the  written appmval of the
Government or its represenative.

ARTICLE X
CUSTOMS EXEMPTUONS
RGP, ESSO,
tractors engaged mo carmving ot operations undey
this Agrcement shall e permitted to import, and shall
be exempted from customs duties, with respect to

and  therr contractors and sub-con-

the importation of machwery, equipment, vehicles,
materials, sapplics, consumuable tans andl movable
property, when certified by a responsible represen-
tative of EGPC to be solely for carrying on opera-
tions under this Agreement, |

b1 The expatnate emplovees of ESSO and the expar-

d) Any of the items imported into the A.RE. cither

and insurance costs have been adda:l

nate employecs of the joint Company and of the
said contractors and sub-contractors shall be permuit-
ted to import and shall be exempt from all customs
duties with respect to the reasonable importation of
house-hold goods, tems and personal effects mclud-
ing one automobile; provided, however, that such
propertics are Imported for the sole use of the emp-
foyee, and his family and provided, further, that no
such property imported by the employee shall be
resold by him in the A.R.E., only subject to Govern-
ment regulations.

The exemption provided m (o) of this Article, shall
not apply to any imported iterns, when, in the opk:
nion of the EGPC, items of the same, pr substantially
the same, kind and quality are manufactured locally

and are available for purchase and debivery when
needed in the A.R.E. at a price not higher than ten

(107) per cent more than the cost of the imported
item before customs duties, but after transportation

excmpt of nhom-exempt from customs duties and
taxes under this Article, may be exported by the

imporhng part}r at any time without the payment of }

any export duty or tax, or irmypost.
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Used material, rquipment and goods vesulung from

operations hevennder may with LGP approval be

sold within the AR provided that the purchasers

pay the applicadde costoms duties, if any, except i
wold to FGPC or s alfilated companies. I’ roceeds
coliected from cuch sales shall be paad GG by

ESSQ.

~Customs Dutics”, as used herer, shadl melude all
advalorem taxex and other LNPOLTALION  [aNes and
dutics {except those paid o the Government for actual
wrvices rendered o owhich are pavable as a result of

the smportatien of the e ar iteins mnder cotsuderas

(113 -

There shatl be no heenc l'l'LillH'l.'l!. A Oporawon el

EGPC shall e exempted from iy duny, s, I
or any ether financial unpost it rexpect of the

cxport of petrolenm heretmeer,

P

Material, cquiptent and gooeks damaged or used s

v be non-serviceable  and which ave cratssibied by
Operator as sctap or juok (any such Operator ap-
praisal being subject to EGPG a pproval) may be sold
as scrap or junked without pavment of customs
duties, taxes or unposts,

ARTICLE N

BOOKS OF ACCOUNL
ACCOUNTING AND PAYMENTS

EGPC, ESS0, and the Jomt Company shali vach

maimitain ar their main business offices in the A.R.E

hooks of accounts, i accordance with the account-
ing procedure attached to this Agrcement as Annex

(D} and wiih aceepred aceounting praciices generalhy
used in the petroicum industny, and such other bhools

anel records as iy he necessary W show the work

performed  under  thic Agrecrent. mcluding  the

amount and value of all petrolewm produced wnd
aved  hereunder. FSSO and the joint Gompaany

shall keep their books of account and accounting
records hereof in United States of America Dolars.

|
!
]
|
b

1
|
!
!
I
i

ESSO and the Joint Company shall fumish to the :

Government or s reprosentative monthly - retuns

showitig the anwunt of petrolenm procduced and
caved hercunder.  Such returns shall be prepared
in the form required by the Government or 1ts repre-

sentative amd dehivered to the Government

of the month covered o the renuar

ar ts
vepresentative within thirty (30) days alter dhe el
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b) The aforesaid books of accounts and other hooks and | Bl ya bé y T 5, S M WA U5 558 of s (<)

records referred to abowve shall be availlable at all | -~y . o -
rcasonable times for inspection by the duly authori- L-lil i)Y A Kl 41la l'l"_:”_JL"'“ Sy o P

zed representative of the Government. A S g pa o gl Uy Leaed]

Fl
&

oy TSSO shall submit to RGPG a year-end balaice | AL S50, r'[,j\ff‘utp O AR IO VT (,,_)
sheet and financial statements of each Calendar | 4 5. ¢ . L' C e - . ,f ’
b W ol o) "iﬂ"-"'_ o _--*;JJJJ‘-:EJJFQ—ILP N

Ycar not later than March 15 of the following year T R T ‘ "
to show its net profit or loss from operations under | Aol kel 2l g Ll BT Bl o7 WU

this Agreement for such year. ey ol Lo
ARTICLE XII (340 W50
RECORDS, REPORTS AND INSPECTION oty pladly s M

2} The Operator shall prepare and, at all nmes whale ;.D’-:t-{l;ﬂifﬂalljlg_fihdbjaLi‘K_J;JII:Lu]1.:‘;'|.EH-J;L (I)

this Agreement is in force, mantain  accurate and {4 e | - . _
- * . - '-hUJ‘Ll .- i T r
current records of its operations in the Avea here- | SN DA O VA S A Ai S
under. The Operator shall fumish the Government | 4 sl sUal f-l;u'n Jors o WY1 s £ e
or its representative, conformity wllth ipplu:able gt i KL ab L e bl 5yclyle R
regulations or as the Government or its représcntas | L g : 3
tive may reasonably require, information and data | 4 o U Lald) UL 2Ll ¢t 5padd
conceming its operations under this Agreement. In o sadilany el f"‘“ oy Y Lin i
particular, Operator will make a daily drilimg . :
report during drilling opcrations, 2 monthly explora:
tion report during seismic Operafiolls, as well as a ), 5y o e yUL 1 & G Lol Sl L
quarterly financial report and a vearly general report. -

Sops S Gy o et SUE dat oy ]

by The Operator shal save an‘d keep for u.f rcari‘.mml:-h' Le § | JE o3 Uy NEEARIRIY fil B Ligy e (u)
period of time a representative portion of each sam- | " o 0y :
ple of cores and cuttings taken from drilling wells, | 27 & el il e es Ll Y Sl
0 be disposcd of or forwarded to the Government | g ;t i SR & b i aalt a2 S5y LT

: N e diree . the * W : 4
or its representative in the mammer directed by ¢ e LCh e i r

Government.  Ali samples acquired by the Operator | == 0 ..-?_' ia 4 1:\_, LS“ i el AN asr

for its own purposes shall be considered available | idnesiiile Bl ol 550 SLlaal) rgw (- his )

for inspcf:tinn at any rn::asnnahh: time by the unfﬁml; AR, ;n; PP RET e 3y <l 3hlde ek
ment or 1ts representative. Any such samples whic . R _ . -
the Operator has kept for a periad of twelve (12) | M Sl (L‘-u O Sy Jedl s o ~.=:-“ ol

months without receipt by the Operator of mStrue [ - lb i) Joarofips bt (ve) e $15a0 1, L]

rions to forward them to the Government of Its 1e- = g SN _
presentative or clsewhere may he disposed of by the | Osac sl G ] o) e JTa Kt Ui £ Ad5 A

Operator at its discretion, . 8s lc..>- l,:i 3 2l JT CARPA |} (f\;u

A In casc of exporting any rock samples nutsi;llu All;h JGU;( E e c)@b-_,i.a.ll Uy i-.:p'i.:i_,,m: P (;—)
" then samples cquivalent in size and quality shall, | . _ . els Ll I .
bc?greﬂsucgtll m{p}:}rtat.ion, be delivered to EGPG as S S = Y ':Jl:*f\’. *—- 3 (5‘-’ st
rcprtscntaﬁvc of the Government. y J.r{ -‘L“{Mﬂ‘ (\fi Ja s, (c;,-.ll 3 rs_'i-k
ecords .can only be cxported with the | ¢ Lwm il 5 & I ool (Jyl s e (3)

EGPC; provided, however, that mag- 4] (2T 6L Wy iabladi s 231 o) L3 ey

.~ tapes and any other data which must be procos- o ' | ' .
;Zuir ai:::lyzcd &zsidf: the A.R.E., may be exported by deai EXX ({'_ ) ol Wle Sastael =
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¢) EGPC and the Joint Company have the right to fuil
and complete access to the Area at all reasonzble
times with the right to observe the operations beng
conducted and to inspect all assets, records and data
kept by the Operator. The Operator shall provide
EGPC and such Joint Company with copies of aay
and all data {includg, but not limited to, geological
and geophvsical reports, samples, logs and well sur-
veys), information and interpretation of such data
and information in thc Operator’s possession. All
such data and information shall be strictly confiden-
tial and shall not be divulzed by EGPC or such
Joint Company except to alffiliated companies, of
to the Government, without the consent of ESSO
while this Agreement remains in force. However,
for the purposes of obtaining new offers the Govern-
ment may show any other party certain data with
respect to the areas adjacent 1o the area of such

new offer.

ARTICLE XIII
RESPONSIBILITY OF ESSO
FOR DAMAGES TO THIRD PARTIES

Operator, shall entircly and solely be responsible in
law towards third parties for any damage caused by its
operations and shall indemnify the Government and/or

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

ARTICLE XIV
PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of  the Government
1 hLave access to the Arca covered by this Agreement
and to the operations conducted thereon. Such repre

centatives may examine the books, registers and records
of ECGPC and ESSO and the Jomnt Company and make
4 reasonable number of surveys, drawings and tests for

the purpose of enforcing this Agreement. They shall,
for such purposes, be entitled to make reasonable use of
the machinery and instruments of the Operator on the
condition that no danger or impediment to the opera-
tions hereunder shall arise directly or indirectly from
such use. The Government hall indemmify and hall
reimburse Operator for any loss or damage which may
. fact result from any such use of said machinery and
struments.  Such represeatatives shall be given reasona-
ble assistarice by the agents and employees of the Opera

tor so that none of their activitics sha.l endanger or h'n-
der the safety or efficiency of the opcrations.

facilities acoorded to its own employees in the field and
shall ‘provide them. free of charge,
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office space and of adequately furmished housing while
they arc in the ficld for the purpose of facilitating the ab-
jectives of this Article, Except as provided i paragraph
(¢) of Articlc XII, any and all inforrmation obtamned by
the Governmoent or its reprosentatives hereunder shall be
kept confidential with respect to Area and shall not be
disclosed during the term of this Agreement, without the
prior written ronsent of EGPC and ESSO,

ARTICLE XV
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF LGYPT PLRSONNIEL

(a) It is the desire of EGPC and ESSO that operations
hereuncder be conducted in a  businesshike  and
cificicnt manner.

(1) The expatriate administrative, professional, and
technical personnel employed by the Joint
Company and ESSO and the personne! of thew
own contractors in connection wtth the opera-
tions hereunder, shall be granted the residence
as provided for in Law No. 39 of 1960 as now
amended and the work permt for aliens as
provided for in the Ministerial Order No. 3 of
1963 as now amended without prejudice to the
ARE. laws and regulations relating to public
policy or public sceurity.

A minimum of fifty (50 %) per cent of the base
salarics and wagces of the cxpatriate administra-
tive, professional, and technical personnel emp-
loyed bv ESSO and the Joint Company shall

be paid in Egvptian Currency.

(b) ESSO and the Joint Company shall each select ther
own emplovees, and determinc the number thereof,
to be used in cormection with operations hereunder.
ESSO and the Joint Company shail each, after con-
sulration with EGPC, prepare and carry out speciali-
zed training programs for all of their own A.R.E.
emp'oyces engaged In connection with the operations
hercunder with respeet to applicab’e aspects of tac
petroleum inclustry.  ESSO and the Jomt Company
shall ecach replace gradually their own expatnate
staff bv qualified nationals as they are availab'e.
ESSO shall cooperate with EGPC in giving mutuallv
agreed number of EGPC emmlovecs an ouportunity
to attend and participate in ESSO and intcrnational

ESSO affiliates’ traming programs.

(2)

ARTICLE XVI
LAWS AND REGULATIONS

() ESSO and the Joint Company shall each be
hound by the regulations issued for the Mplqnmﬂ'
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sion of Law No. 66 of 1953, as amended by Law l & e Mo ealllal ;ﬁusj,i..mz,awaé‘l Mot sl
No. 86 of 1956, including the regulations for the safe | e ' '
1 g gu boad, st e BabdlAaladialy, ¢ LalaYI L4 1

and efficient performance of aperations carvied out
for the execution of this Agreement and for the con- | 21s UL 8y o 48 NI L & i :
servation of the petroleum resources of the AR ¥ s o 2 A pan b ) sE
provided that, no regulation, modification ot nter- LG on 2T e 3 e o)
pretation thereof shall be contrary to or consistent —
with the provisions of this Agrecment

(b) The rights and obligations of EGPC and £SSO | O aad Lasy 7 ¥y sl LV, e (<)

under, and for the effective term of, shas Agreement |-~ 1=¢” vjy 33 REE TIPSR

! ) . ~r B, a3l L.l'l-uE/'I RS PR T

(as well as all muatters relating to the Jot Company | -"J ' J i LY PRSI 4,
subject of Article VI hercittabove) shall be governed DYl ada o 4ea 54 ( Adle Al JSUN £33
by andd according to the provisions of this Agreement | 320, Sz, Y1 ghaer i Vs ey, U b o5,
and can only be altered or amended by the mutual - - T
agrcement of the parties.

(¢) "E}l:ﬂuctl.mtrac;u::rs and L;ub-mm;‘rr.n{:tnr;f nfhr:ht::}puramr u\.l‘_-ll-f"hﬁ semldl SBUL ) Gl o)l Ed;_ ( )
shall be subject to the provisions of this Agrecment by, - LA e o ol et L &
and they shall be hound by ail regulations consis- 4 ‘}C*‘ cpp Sy . § AN s Y
tent with this Agreement which are only wssued by Ay 34 xa oS SN Zabs e ble L KA
the Government from time o tune,

ARTICLE XVII (E—f“““_*"-u‘ 2l
RIGHT OF REQUISTION | ALY G

(2) [n case of national emergency duc to war ot imm | ge L] ol b - 1 | ey
. e ot g pm o LA o it i Ji 2 o3 ol

nent expectation of war or intemal causcs, the ) TE i 7 b "':‘ e GJ'J!"J‘M"'L? (1)
Government may requisition all or a part of the pro- Jasd OF Aag o* o Uy Ol £, 33
{luu.-::unn from the Arf.'z} obtained hem.m:dr:r. and re- ‘54-_,;.‘3],_“ e Juam gl Et':m e sl e
quire the Operator to increase such-production wthe T oyg =iy o VW 2l i ot ¢ ddleyt .
utmost possible maxinum. The Govemment may | A ot e Jl £ A g s
also requisition the ol freld ttself, and, 1f nccessary, | (J);"‘Ui L-’-'.‘ hﬂﬂ I X ;_‘_,5:-‘-' Ao Lgait J! EL:,")’I
related facilities, processing plants and refineries. if | J.:"«L.a.ii S e sy, aall ey o §15 :__:Ju Vi Lo

any. L ) :

" o oy 0l ety 3l 35l

(b3 In all cases, such requisition shall not be effected |, . - | ] : -
except after inviting EGPC and ESSO or their rep- duan 3500 A W LY 1 p Nooyu o 5 (v
representatives by registered letter, with acknowledg- | 1.0 .10,y ( 1 - T
ment of receipt, to express their views with respect Ritduet: s I'LuI d "‘-"L‘”‘:'. l‘f'L“ Nl s
to such requisition. ekt i ol (iJ]a-

'.(c:} The requisition of production shall be effected by y S L et ey ) )
Ministerial Order. Any requisition of the il field "p’ﬁ it ceide = (r)
itself, or any related facilities, processing plant or -’lﬁ ! ALl gl 4 "L'd':"(j’lu""f_'[ do a1l o )

refinery, shall be cffccted by a Presidential Decree “ gl ? g5l o Sef Lyt oy O LA |‘-“'
duly notified to EGPC and ESSO. . ) ' Mg L,l']n;-:l

() In the cvent of any requisition as provided above, | 4, &1 7k ¢ adlw o ol & . o
the Government shall indemnify in full EGPC and : ﬁ ut”;-g‘h " _.,L,"m i ‘_f ‘-;L:O}ﬂ"k "51 “J;‘:'_LE (" )
ESSO for the period during which the requisition is y = - ! 1 ‘}.g J;:k‘ ey < L'SJ}" d"'
maintained, ncluding. P U 1y 0w OLLA Ls Yo B
E;; ?ll“darnagcs which result from such requisition, ' | YN PA W | _;\fé-tz’\ 1”5"( V)
ull pavment cach month of the costs and ex-| . , _
penses of ESSO as clefined in Article V. of this W‘QPjﬂl1Jh4@ﬁ§ & —‘LL-“(T')
Agreement and the reasonable export market value | BLePucHiac@iléVlsds Ll 5ol Mz Lo 1)
of ESSO's and EGPC’s share of crude oil produced Wl e 3 ] P ] )
as provided in paragraph (b) of Article V of this | [ ""i) LA l ':’"‘"'J;l""j A yaal) L3yl de il
Agrcement. |« AW ade e Al S0l ()i ) jacis psd
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However, any damage resulting from enemy attack
s not within she meaning of this paragraph (d).
Payment hercundey shall be made to ESSO in U.S.
Dollars remittable abroadd,

ARTICLE XVII1

ASS1IGNMENT

() Netther FEGPC nor FSS50 may assign to a person,

firm or corporation not a party hereto, h whole orx

in part, anv of its rights, privileges, duties or oblhiga-
tons under this Agreement swithout the written con-
sent of the Government; provided, however, that
EGPC or ESSO. as the case may be, shall be free
to assgn s rivhts, privileges, duties and obligations
under ths Azreement ta an affiliated company; and
provided, further, that the assignee <hall be as qua-
htied as the assignor with respect to its technical and
financial comprtence, and excepting assignments to

assignees wholly owned by ESSQ, Govemment, ap-
proval to the assignment shatl be first obtamed.

In the event that EGPC or ESSO wishes o assign,
m whole or m part, any of its wghts. privileges,
duties or obligations hercunder as aforesaid, the writ-
tenn vonsent thereto of the Government shall not be
arbitrarilv withheld. To enable consideration to be

given o anv request for such comsent, the following
conditinns must be fulfilled.

(1} The obligations of the assignor deriving  from
this Agreement must have been duly fulfilied
as of the date such request is made,

(2} The proposed assignee or assignees must produce
rcasonable evidence: to the Government, of its or
their financial and technical competence,

(3) The instrument of assignment must include pro-
visions stating precisely that the assignee s bouid
by all covenants contained in this Agreement
and any mndifications or additions in writing
that up to such time may have been made. A
draft of such instruments of assignment shall be
submitted to the Government for review and
approval before being formally exccnted.

(¢) Ewverv executed and delivered instrument of assign-

ment assigning any of the rights, privileges, duties
or obligations hereunder of EGPC or ESSO shall be
submitted to the Government within thirty (30) days
after the Government approves the assignment, for

registration 1 its registers.
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(d) Any assignment made pursuant to the provisions of
this Article shall be free of any transfer or related

taxes, chacges or fers,

ARTICLE XIX
BREACH OF AGREEMENT AND
POWER 0y GANCEL

() Subject to the provisons of paragraph (b) of this
Article XIX, the Government shall have the right
to canicel this Agreement by Ovrder or Presidential i
Decree, with respect to ESSO, i the followmp ins- |

tances

()

(3)

(5)

(6)

If it knowingly has submutted any false state-

]

i
i

|
|

ments t0 the Government which were a matcnial |

consideration for the execution of this Agrec-
maont;

If it assigns any interest hereunder contrary to
the provisions of Article XVIIT hereof;

If 1t 1s adjudicated bankrmupt by a court of com-

. petent Jurisdiction ;

If it does not comply with any fimal decision
rcached as the result of arbitration proceedings
conducted under Article XXI;

If it intentionally extracts any wmmeral other
tham: petrodenm not authorized by this Agrece-
ment or without the authonty of the Govem-
ment except such extractions as mayv be unavoi-
dablc as the result of operations conducted
hereunder in accordance with accepted petro-
leum industry practice and which shall be
notified to the Government or its representative
as soon as possible; and

If it commits any material breach of this Agree-
ment or of the provisions of Law No. 66 of 1933,
as amended by Law No. 86 of 1956,
which do not expressly contradict. with the pro-

visions of this Agrecment or the law by which

this Agreement is specifically authorized.

Sucly cancellation shall take place without prejudice
to any rights which may have accrued to the Govermmeaont
against ESS0 m accordance with the provisions of this
Agreement; and in the event of such cancellation, ESSO

shall have %he night to remove from the Area all i
movable property.

(6 if the Governméent deems that a cause (other than
a lorce majeure cause referved to in Article XX

hereof) exists 10 cancel this Agreement under parag-
raph’ (a} of this Article XIX, the Government shall

!
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give I'SSO ninety (90) days written notice to remedy
and remove such cause, but if for any reason such
service 15 unpossible;  publication in the Olfficial
Journal of the Government of such notice shall be

consicdored as validly served upon ESSQ. If at the end
of said nmety (90) days noticc period such cause has

nol been remedied and removed, this Agreement mav
e cancalled by Order or Presidential Decree as afo-
resadd, without prejudice to Article XXI, provided,

however, that if such cause, or the failure to remedy
or remove siach cause, results from any act or omas- -
siun of one party, cancellation of this Agreement
shall b effective only as agamst that party and not
as agamnst the other party hereto.

- — e B

-- A R T m—— = s

e} ESSO shall be alowed to ranove their belonglisgs |
from Arca after sctthing all claims due to the Gover-
nment.

ARTICLE XX

FORCE MAJEURE

(a) The nonperformance or delay in performance by
EGPC and ESSO or cither of them, of any obliga-
tion under this Agreement shall be ecxcused if and
1o the extent that such non-performance or delay is ;
caused by force majeurc. ‘The period of any such non-
pcrformance or delay, together with such period
as may be necessary for the restoration of any dam- |
age done during such delay, shall be added tp the
time given in this Agrcement {or the performance of
such obligation and for the performance of any obli-
gation dependent thereom and to the term of this
Agreement, but only with respect to the block or
blocks affected. |

(b) “Force Majeure”, within the meaning of this Article !
XX, shall be any order, regulation or direction of |
the Government of the Arab Republic of Egypt and ]
the Government of the United States of America |
with respect to ESSO, whether promulgated in the
form of a law or otherwise, or any act of God, nsur- |
rection, riot, war, stnke, and other labor disturbances,
fices, floods or any other cause beyond the contro]
of EGPC and ESSQ, or ecither of them, whether
simiar to the cause hereinabove specified or not.

—_— A e ———— k. A rw———

[

T —

—_——

(¢) Without prejudice: to the above and except as may
he othcrwise provided for herein, the Government !
shall incur no responsibility  whatsoever o EGPC
and ES80, or either of them, for any damages, |
restrictions or loss arsing in consequence of such casc
of force majeure, except a force majeure caused by
the order, regulation or direction of the Government
of the Arab Republic of Egvpt.
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ARTICLE XXI ({J_}I'l-ll_; '-lu_.'nl:'l-—'l AV Y )
DISPUTES AND ARBITRATION | ‘,&;‘:n FRACTBY
a) Anv dispute arismg between the Government and the asleyl TS poat dL, u*')'ﬂj 'L"Jc 3! ! t.L' Lﬂ( 1 )

parties with respect to the interpretation application,
execution, cancellation or terminagon of this Agree
ment, shall be rcferred to the appeopriatc ALR.E.
Courts with competent jurisdiction.

b) Any disputc arising between EGPC and ESSO shall

be referred to Arbitrattiom. The Arbatration shall be

initiated by cither of EGPC or ESSO giving notice }

to the aother of them .that it (hercinafter referred
to as the First Party) clects to refer such dispute to
Arbitration and that First Party has ‘appointed an
Arbitrator,
The ocher (htmmftcr referred to as the Sceond Par-
tv}, within fiftcen days shall nekify First Party in
writing, xlenufymg the Arbitrator that it has selec-
ted,  1f ¢he Second Pargy docs not appoint its Arbit-
rator as aforesaid, the First Party shall have the
nght to apply to the Court of Achitration of the
International Chamber of Commerce to appomt a
sceord arbitrator.  The two Arbitrators shall, within
thirty (30% days, sclect a third Arbitrator, fatiing
which the third Arbitrator shall be appointed by the
Couwt of Arbiration of the Intemational Chamber of
Comnerce at the roqueest of either Fust Party or Sec-
ond Party or, in the cvent such Chambee of Com-
merce ceases to exist, by the President of the Intemn-
ational Court of Justice. In the cvent of death or
ather failure of any Arbitrator to carry on with the
Arburation, he shall be  replacod by appointment
made by the Party who madc the original appoint-
ment or by the Court of Arbitration of the Interna-
tional Chamba of Commerce or the President of
the slnternational Court of Justice, as the case may
be,

of Atmerica and a country which has diplommatic
relations with both the AR FE. and the United States
of America and shall have no cconomic interest in
the o1l busincss nor the  signatorics heretn. The
Arbitrators shall establish the Arbitration precedure.
The decision of the Arbirators may be given by a
majority and shall be final. The decision shall
include directions as to remedial action if any which

shall sewtle the dispute and which shall be raken by |

the parties accordingly. Such decsion shall be given |
by the third Arbitrator alone m case of withdrawal

who shall be idemtified in said notice. |

The Third Arbitrator must be a citizen of a |
countey other than the ARE. or the United States

T
|

;
!

l

of another atbitrator without replacement or in case |

of any other failure of the arbitration v proceed
expeditiosly to final decison by reason of non-

paruapatlmofmmmrappmlbdbyaPany
or amy other reasom.  Arbitration shall be held in

Stockholm, Swedar,
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a)

b)

&) The Operator and its contractors shall :-—

. Lo their relations with respect to this
Agreement on the prnciples of good will and good
Taking account of their different nationalitees,
this canent shall be given cffect and shall be
interpreted and apphed conformity with princples
of Law common to the A RE. and the United States |
of America and, in the absence of such common prr
ciple, then in conformity with the principles of law
normally recognized by civilized nations in gencral.
including those which have been applied by Interi-
ational Tribunals

ARTICLE XXI11

STATUS OF PARTIES

The rights, dutws, obligations and liabilitics in respect
of EGPC and JSSO hereunder shail be scveral and
ot joint or collective, it being the cxpruss purpost
and intention of the sad partics that their owner
ship of their respective parcetagc nterests under this
Agrm:ntshal’thcasumantsh conmunon and that
this Agrecment shall not be construed as constituting
an association, COrporagion, minng parmership or any
other kind of partnershuip.

ESSO shall be subject solely w the Laws of the dtate
of Delaware, United States of Amenca, regarding us
legal status and creatof, organization, charter and
by-laws shareholding, management and ownership,
and its poncipal office s establishod in the United
States of America. ESSO'’s shares of Capital which
arc entrely held abroad shall not be negodable in
the AR.E. and shall not be offered for public sub-
scription. ESSO shal be exempt from the applica-
tion of Law No. 26 of 1954 a5 amendel.

LOCALLY MANUFACTURED MATERIAL

(1) Give prionty 0

ator shall. however, subject to the preceding

wntence, be ogmpted from the provisions of
Presidential Decree No. 1203 of 1961 as amen-

ded.
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(2) Give prdaerence to locally manufactured maten- Cl'-.ﬂ PO | RERTHY 155Ue B poad) sl ¥ iVl alhel —

{ - - .

als, cquipment, rachinery and consumables, how- | - il 'LI....ﬂ Lt . . _ ] ]
ever, such material may be mported for opera- h" ot 5y Al tn sl _;_r‘t—nJCJ ¢ 5 ARl
tions conducted hereunder if the price of the | 35 ﬂl—'U& el syl :J‘-“*—-*K‘Jl LYl o _aic
locally manufactured material at Qperator’s | 4 yi51a]

stores s more than ten (10%) per cent higher Kol WAL )""'U"d e A b g o S f-l.nﬁ
than the price of the imported material at Ope- | o el Ul B3k 50, 0
rator’s stores, T -

ARTICLE XXIV (Ol 2 U

ARABIC TEXT AND THE ORIGINAL. S ¥ty g ull ot

Che Arabic version of this Agreement shall be referied 5‘1‘ i'"" \gh _,T- 'i-lH a4 t—}l s aalsyl aad u_,..l] al

(o in construing or interpreung this Agreamoent before the |z 4 S: IR .
Oours of A R.LE. ; provided, however, that in any arbit- ;L e ‘c’ Jl el 'dl.‘-# A ot (f_ -T)

ration pursuant to Article XXI hereabove between EGPC Al uﬂ'-' ul- ¢ e (vy Yol st iy, ”;
and ESSO the English version shall also be used 1o RRIRA Lu\’i..u- A

(ramtmc or mterpret the Agreament.

ARTICLE XXV (G malty a0
RELATIONSHIP WITH THE PETROLEUM CON- P _
CESSION AGREEMENT CONCLUDED PURSUANT |V * A 20y Wl Lk Lol s ol el 3W1 Gitart, it
TO LAW NO. 108 VAvYy <
OF 1973 '

This Agreement and the Petvoleum Concession Agree- | Ul Gb 4,00 J, 70 ARV LE, GLEY s b
ment concluded pursuant to Presidonual Decree Law No, | - e y o - _ _ £
P ! ’ ‘ ! e o danly K C yayr il 1.,..(,_,,;_-,51;.'][:,:)_”._;:\‘_’__9;
108 of 1973, shall be treated scparately and mdependently I bzl el L ool o :
: 3 ‘ ' . . -
i all respects, including cost recovery, royaltics, taxes, and [ 77 sl =9 "3 f‘:‘ o 2 s Y e iy
the computanont of production sharing by EGPC and L'"'"“Cfxﬁ’l-‘#f. C" J\ﬂd 6:"-:-“ vlea! 4 '--:If-"“.i ;.JJHL.

ESSQ, respectrvely. Uy
ARTICLE XXV ( Oy mally 3ol 5100 ')
- )
GLENLERAL | Sl oF

The beading to cach of the Articles and Annexcs of | ol ldeDhey TWEW aa sl 0 Kol s

this Agrecment are solely for the convenience of parties ~ | ol im0 b ccd Wy ey
hereto and shall not be used with respect to the dnterpre- | © et o g ol Wl 0¥, i i b e
taton or construction of sard Articles and Annexes.

ARTICLE XXVII | (Onlly Ll 300y

SIGNATURE AND PRODUCTION BONUSES z5 Ay sl s

ESSO shali pav to EGPC as a signaturs bonus the sumn h‘:-"_rwj-(t)h_: 'J"'L‘I"C’.P"""s"'—-”}u'l St j("_;‘“

of four (4) mullion five (3) hundred thousand U.S. Doilars L IV (REARY N oY o N it (o
(U.S. $ 4,500,000; on the Effective Date of this Agree- L LY o ol - E“' Ty o )
ment.  EGPC shall give ESSO fourtcen (14} days advanee  ~ e G080 (Bl Vg o

notice of the occurrence of the Effective Date.  Ncither | """H‘ 2 ( ' )ﬁ h-’i e lis |yl ] Jldaghl
said signature bonus nur the prodection bonwses provided gT3 “HG'-’:H ben e 31 l” 215N, ab £
for below shall be recovered or amortized by ESSC, | - ke eyl zEN C_, g
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When total crude oil production érom the Area attains
the following average levels of production over 2 period
of one (1) calendar month, ESSO shall pay the lollowing
production bonuses to EGPC.

(a) At 100 thousand barrels per day, the sum of two (2)
mithon U.S. Dollars (U.S. § 2,000,000).

(5) At 200 thousand barrels per day, the sum of four
(4) million U.S, Dollars (U.S. § 4,000,000).

Payment to EGPC of such production bonus shall be
madc within fifteen (15) days after the last day of such
calendar month during which rotal production [rom the
Area first attains the average production level in question.

ARTICLE XXVl
APPROVAL BY THE ARE. GOVERNMENT

This Agreement shail oot be binding upon the partes
hereto unless and unti! a law authorizing the Mmister of
Petroleum to sign said Agrecment and giving this Agrec-
ment full force and effect of Law, notwithstanding any
countervadling government enactment, is issued and publ:-
shed in the Official Journal of the ARE.

ARAB REPUBLIC QF LEGYTT

BY - .

EGYPTIAN GENERAL PETROLEUM CORPORA-

TION

BY

ESSO EGYPT TNC.

BY - _
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ANNEX A

DESCRIPTION OF ESSO AREA,
RED SEA OFFSHORE
Al the wrca including slands, bounded by a tine star-
ting from point (a) at :
The mienscetion of the eoastline of the ARE.
with Lat. " 26 12" 00" N

Thoice northwesterly along the coastine to pomt |
{b} at :

The intersection of the coastline of the AR.E.
{]G} ml’ N

with L., 27

Thaice cast w pomt; (€] at -
Lat, 27 068 00" N
Loag. 34 00 Q00* E

‘Thence north to point {d) at :

Lat.  27° 30" 00 N

Long. 34 00 00" E
‘Thence northeasterly to pomt (e) at :

Lat. 27 4" 00" N

Long. 34 14 007 E
Lhence southeasterly o point {f) at :
26° 00" O0" N
Long, 35 24° 00” E

I.at.

Thence west to point {(g) at :
26° 00 00” N
Long. 34 36’ 00” E

Tat.

Thence northwesterly to point {h) at :
Lat. 26° 12 00" N 1
Loug. 34 30 00" E

"Thence west to point (a), which is the point of begin-
ning.

The ESSO Arca shall alss mclude any additroral area §
between the arca described above and the boundary line
between Saudi Amabia and ARZE, ¥ and when such
houndary line is determiend, south of latitude 27° 43 00" |
N and north of latitude 26 00’ 00” N.
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PETROLEUM AGREEMENT

OFFSHORE RED SEA AREA

8ETWEEN
A.R.E. GOVERNMENT




Guarantor, hereby guarantees to the Egyptian General
Petyoleum Corporation (hereinafter referred to as EGPC)

10 the limit of $ 16,000,000 (sixteen million dolars m U.S.
Currency) the performance by ESSO EGYPT INC.
thereinafter referred to as ESSO) of thar obligations re-
quired for exploration operations to spend a mingmuwmn of
$ 16,000,000 U.S. Dollars during the four {4) ycars of
the inirial exploration period under Article IV of that
 certain Concession Agreermnent (hereinafter referred to as
“the Agreement”) covering the Area for petroleum cx-

ploration and production, by and between the Government
of the Arab Republic of Egypt (hercinafter referred to as

e A.RE), EGPC amd ESS50 dated.
, 197

It is undestood that this Guaranty and the lability
of the Guarantor hereunder shall be reduced ﬁua‘rtcrly,
during the period of expenditures of sard § 16,000,000
US. Dollars by the amount of monéy expériséd By ESSO
for such oxploration operation during each such quarter,
each such reduction to be established by the jont wntten
statement of EGPC and ESS0.

in the cvent of 2 cleim by EGPC of nooperfurinance
on the part of ESSO of any such obligation under Article
IV of the Agreement there shall be no hability on the
undersignod Guarantor for payment to EGPC unless and
until such liability has been established by written state-
ment by EGPC sctting forth amount due under the Agree-

meTH.
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ANNEX C i ("‘) u’*L
LETTER OF GUARANTY o b
Cairo 197 1y — 3 aldl

LETTER OF GUARANTY NO. 3, ot Mo

_ ‘ .
The Egyptian General Petroleum Corporation ol bl & el g

. 4 Gentlanet: : ¢ doedl aw
The Undersigned Alxandria  BANK  Cairo,  as | el Lo S v | AT WY TS A Y g 5]
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It is a further condition of this Letter of Guaranty
chat :

(1} The Letter of Guaranty will become offective only
provided that at latest two months immediately fol-
lowing the date of this Letter of Guaranty the Gua-
rantor will have been informed in writing by ESSO
and EGPC that the Agrcement between ES30,
ARE. and EGPC has become effective according
te its terms and said Letrer of Guaranty shall be ef-
fective as of the Effective Date of the Agreement.

(2) This Letter of Guaranty, m any event, shall expire
autpmatically :

(2} If the Guarantor does not receive by the requr-
red time the notice in writing refaved to
sub-paragraph (1) above, or

(b) Four (4) years and six (6) months unmediately
foliowing the Effective Date of the Agreema,
or

At such tine as the wtal ol the amounts showa
on (uarterly joint statements of ESSO  and
EGPC oquals or oxceeds the amount of said mi-
nimum cxploration cxpenditure obligation.

{c)

(3) Coasequently, any cam in respect thercof should ¢
made 10 the Guaraator by such date of expiration at
the latest accompanied by a statement from EGPC
that ESSO has failed to perform its expenditure oblt-
gations referred to in ths Letter of Guaranty and
has failed to pay the expenditure deficiency to EGPC,
sceting forth the amount of under-cxpend:ture by
ESSO.

We declare that on issuing this Guarantee we did not
exceexd the limit of weal Guarantees whuch we are entit-
led 1o issuc as per Minstrv of Economy’s detter No.
dated

Please return to us this Letter of Guaranty upoa the

expiry date, for canccllation.

Yours fasthfully,

for thne BANK

Accountant Manager

1
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ANNEX D |

ACCOUNTING PROCEDURL

Reference Articte I of this Agreement T Py ) IRVIU U EL 1N AR (I |

8y B L ek e Ll ) ? el
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ESSO shail maikain an Accounting System which sha !
. clude the following major accounts and i which there
Gall be reflected all oosts and expaiscs incwmred
couds recedved m connection. with OpTAUIONS carriced ot |
vader this Agreemuant and ESSO's costs and Cxpuiists with |
respect W the Jont Company subject of Arucle VII of
thas Agroeement. Couversion of expenditure and proceeds
U.S. Dollar currency

o Eeyptian Pounds amounts e al_. Lyt 5o AREYI sia e dall) UL
“ . . - ) . " . " ol = oy F 1 o 1 R

amounts for purpose of determurRlLions respecting roCOVery - £ _ e LA a1

of costs and cxpenses I accordance with paragraph (a) APy FUNGATS PTI || 4 sy *__,,L':_J.L G el st Wiy e

Agreement will be made at the

generally applicable for (¢ )3 M domd o planid afe Y i

ch bl N Sk e o

f Article V' of this
- Jfficial AR.E. rate of vxchange
cummercial purpese -

Major Accounts D A Y UL

(@) Explorauon Expenditure Control  Account. ol by e il L ( i)

(b) Developinent and Producing  Expandicure Lot

ool Account.

(¢) Operating Costs and Expenses Control Account.

(d) Cost Recovery Control Account.

B L by e Al s ()
. J:'lﬂl -.L;L'ij_‘,-.d{’ '._J-_Jg:; 1:”,_,«' L__JL..J- {:--)

IS s 1 ((5)

ESSO shall be responsible for taking mventorics at 1ea:
sopiable mtervals of materials assets and completed con-
Ycuction projects.  EGPC wil have the right w be rep-
“rented during such nventories.  Without lmiting the
of the foregoing, ESSO shall bear and pay the
following costs and expenses which shall be recovered in
accordance with Articke V of this Agrcemalt,
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All payment made or cXpEnses incurred covering
ESSOY's salaries and wages of personnel directly mgaged
or assignud, bu it
with the operations carricd  out under th
including customary cmploy<e benefits to the extent they
are covered by ESSO's established plans. ESSO, the Joint

wmporaczly or continuously in connection
s Agreement.

!
)
!
!
i
i
{
{

Company and their respective COTLLIACTONS and sub-contra- ;1 4 AJ el Yy - ]
ctors shall be exempted from the application of the now | ‘U **’P“'_fm S ol Galed e AU e g ylie,
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2. General and Administrative Expenses

2.1 Salaries and expenscs of ESSO'’s personnel in A-R.F.
serving the operations hereunder whose time is not
allocated directly fo the respective projects and coss
of maintaining and operating in ARE. a peneral
adnumstramc office tor this operation and necessary
sub-office.

ESSO and it afﬁliamd companics  admdnistrative
overhead autside the A.R.E. applicable to the A RE.
Exploration operation which will be charged each mo-
nth at the rate of five (5 %) per cens of total Explora-
tion expenditures and at the rate of two and onc-half
(215%) per cent of total Exploration expenditures
after the Joint Company comes into existence. No
other direct charges as such for ESSO’s and 1ts at-
filiates’ admumistrative overhead outside the ARE.
wil be applied aganst the Exploraton oblgaticr
Examples of the type of costs ESSO and its affibates
are incurring and charging hereunder due wn activities
under the Agreement and coverad by said percentage

arcé :

2.2

(1) Execative — Time of oxccutwve officers.

(2) Trcasury -— Financial and exchange problems.

(3) Purchasing - Procuring materials, cquipment

and supplics,

(3#) Exploration & Production - Directing,
and controllmg the eatire project.

(5) Other departments such as lcgal, comprroliers and
cngineering which contrioute ume,  knowledge
amd experience (o the operanon,

advising

The foregoing does not preclude charging for dir-
ect service under sub-paragraph 6.2 hereinbelow.

2.3 Qperator's personnel in AR, engaged in general
cierical and office wnrk, Supervisors and officers
whose ume 15 generally spent in the ma'n office and

not in the ficld, and all emplovees generally consi-

dered as general and administrative and not charged |

10 other types of expense, will be charged to opera-
uons. Such expenses, shall be allocated each month
among  Exploration, Development and  Producing
operatims according to sound and practicable accou-
rting methods.

3. Buridings

Building costs, maintenance and related costs and rents

pax m ALR.E. for all offices, houses, warchouses, and
other type buildings, igcluding housing and recreational

facilitics for employees, and cost of cquipment, fumiture, |

fixtures and supplics necessary

for th
buildings and €aciliges © operation of such
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4. Mnteriol and Rentals

(a) Cost of cquipment, machincry, matcrials, articles,
supplics and fac¥itics purchased difectly for the oper
ationis shall be charged at the price paid by ESSO
after deduction of all discounts acwally reccivex.
Price may include such costs as export broker's fex,
transportation charges, loading and unjoading fees anc
lcense fees associated with procuremient of matenals
andd cquipment.

(b) Cost of rentals or amount paid for the use of any
cquipment and facilities  nocessary In carrving out
the opcrations,

Transportation

Transportation of anv «xpatriate ana A.R.E. employees
between ALR.E. and ather
operations under this Agreenent, transportation of equip-
ment, marerials and supplics broween the US.A. and
ARE. and other countries and AR.E. necessary for the
operatiotis under this Agreemcnt, anchuding cost of pack-
aging, brokerage, insurance and other related costs.

countrics necessary for the

6. Serveces

6.1 The cost of contract services, contract cnployees and

utilities procured from third partes

5.2 Gost of services performed by EGPC or by Operator
or their affiliated companies in facilitics inside or
outside the A R.E. Regular, recurring, routine ser-
vices, such as interpreting magnetic tapes and/or
other analysis, shall be performed and charged by
EGPC and/or Operator or their affiliated companies
at an agreed price. Major projects involving engine-
cring and design services shall be performed by EGPC
and/or Operator or ther affiliated companies at a

negotiated contract amount. Use of EGPC's, Oper-
ator's or therr affiliated companics’ wholly owned
cquipment shall be charged at a ratc commensurate
with the ocost of ownership and operation, but not in
excess of competitive rates currently prevailing in the
A.RE. For Exploration, Operator’s and its affilia-
ted companies’ rates shall not inclnde administrative
overhead ocosts. It is understood that the mtént
of this section is to inchede a2l costs actaally
incurred by ESSO relative w the operations subject
of this Agreement.
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7. Insurance and Clamms

Premium paid for insurance required to be carried for
the operations relating to ESSQ’s obligations conducted
under this Agreement, together with all expenditures rea-
sonably incurred and paid in settlement of any and all
logses, claims, damages, judements, and other cxpenscs,
mcluding lcgal strvices not recovered from insurance car-
rier.  Any proceeds of such msurance or claim collected
by ESSQO shall be credited to the costs and expenses under
this Agreeryent.

[f no insurance is carried, ak actual expenditures m-
curred and paid by ESSO i settlement of any and all

losses, claims, damages, judgments 2znd expenses, includ-
ing fees relating to ESSO’s obligation under this Agree-
mert.

§. Ameortization of Assets

The cost of all asets purchased by ESSO, moved to
the Area or created in AR.E. for operations in the Area
shall be recovered as costs and exponscs at a rate of twenty
(20%) percent per annyn  in the case of exploration
cxperditurcs and at the rate of twenty {(20%) per cent
per annum in the case of development and producing
expenditures, beginning - the Calendar Ycar m which
petroleum production starts or in the Calendar Ycar in
which the costs are moumred, whichever is the later. Such
recovery of costs and expenscs will be from the amount
intended for recovery of costs and expenses as provided in
paragraph {a) of Article V of this Agreement.

9. Other Expenditures

Anv expenditure, other than cxpenditures which are
covered and dealt with by the foregoing provisions, incur-

red by ESSO for the necessary and proper conduct of its.

obligations under this Agrecment, not including interest
on any moncys borrowed for the operations.

STATEMENT OF COSTS AND EXPENSES AND OF

COST RECOVERY CRUDE OIL

a) Statement

E3S0 shall, pursuant to Article 1V of this Agree-
ment render to EGPC as prompely as practicable, but
not later than forty-five (45) days after the end of
the quarter, a statement for the exploration, devélop-

ment, and producing  activities  showing for that
quarter ;

{ i) Recoverable costs carried from the previous |

quarter, if any.
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( 4) Recowerable costs incurred during the quarter.
(111) Total recoverable costs for the quarter, (i) -+ (ii).

(tv) Value of Cast Reeowery Crude Qil for the
quarter. |

( v} Amount of costs recoverad For the quarter,

fvi) Amouant of rccoverable costs camried into the
succeeding quarter, if any,

(v} Faxcess, if any, of thc vadue of Cost Racovery
Crude Qil over costs recovered for ¢he quarter.

<6) Payment

EGPC
accordance with paragraph {(a) of Article V of this
Agrcement, payment of that amount shall be made
in U.S. Dollars by ESSO to FEGPC with the rendition
of such statament, wath appropriate adjustments in
payment respecting the fourth quarter of the vear to
roflect actual costs for the year.

If such statement shows amount due

¢y Audit Right

EGPC shall have a2 period of  three {3) months

from receipt of any statemxent in which to auydit and i

raise any objection to any such statement. EGPC
and ES3Q shall agree on any required adjustrnent.

Necessary supporting documents and accounts will be

available for inspection by EGPC during regular |

workmg hours for said three (3) month period,
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.} ANNEX E
THE CHARTER OF THE JOINT COMPANY
[(“COMPANY")
ARTICLE I

CAPITAL OF THE GCOMPANY

The authorized capital of the “Company™ 1s LE 20,000
(twenty thousand Egyptian Pounds) divided into 5,000
(bve thousand) stares of common  stock, having equal
voting rights fully paid by EGPC and ESSO m the pro-
portion of fifty per cent (50%) of the shares for cach.

EGPC and ESS0O each shall hold and own, throughout
the life of the “"Company™ one-half {1/2) of the capital
stock of the “Company” provided that only 1n the ¢vent
ather party transfers n whole or mv part its interest in
the Agreement, may such transferring party transfer a
stock interest in the “Company” in proportion to the
transferred interest in the Agreement

ARTICLE, 2

LAWS AND EXEMPTIONS

The “Company” is subjcct to all laws and reguiations
in force in the ARE. to the extent that such laws
and regulations are not mconsistent with the provi-
sions of this Agreement or the Charter of the “Com-
pany” provided, however, that the “Company” shall
w1 any case be exempted from the applicationt of the
following :

1. Law No. 26 of 1954 on companies, as amended.

2. Law No. 141 of 1963 on Representation of Em-
ployees and -Workers onr the Board of Companics

3. Presidennal Decree No. 1203 of 1961, as amend-
ed on Contracts of Works of the Govermnment,
Pubbc Institutions, and Semi-Governmental Co-
mpany as amended.

4. Law No. 60 of 1971 on Public Insututions as

amended.

5. Presidential Decrée No. 61 of 1971 on the Staff |

Regulations of Public Companics as amended.
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ARTICLE 3 |
OWNERSHIP OF ASSETS AND PROPERTY

The “Company” shall not own any right, title, mntcrest,
oc <tate in or uinder this Agreement or i any of the
equipreent or other property obtained or used in connec-
tion therewith, and shall not be obligated as a principal
. for the financing or performance of any of the duties or
obligations of either EGPC or ES50 under the Agree-
. ment or the Charter of the “Company™.

Title of Assets for both EGPC and ESSO shali be in
accordance with Article VI of this Agreement.

ARTICLE 4
INCOME AND EXPENDITURES

The “Company” shall receive and disburse on.y the
monies  contributal or advanced to it by ES50. The
“Company” shall not make any profit from any source
and therefore, will not have any formal financial state-

Ments.

ARTICLE 5
BOOKS AND RECORDS

The “Company” will keep books and rccords in the
Arabic and in the English languages.

ARTICLE 6
€ : |
* O%r ADMINISTRATION OF THE COMPANY

1. The “Company” shall have a Board of Dircetors con-
sisting of sight members. Four members of A. R_E. nation-
ality shall bc designated by EGPC and the other four
members of U.S.A. nationality shall be designated by
ESSO. EGPC shall - at all times - designate the Chair-
man of the Board, who shall also be 2 Managing Director.
The General Manager, who shall also be a Managing
Darcctor, shall be designated by ESSO.

2. Mectings of the Board of Directors shall be valid if a

majority of the Directors are present.  Any decision taken
at soch moctmgs mmst have the affimmative vote of six
. _(6] or more Directors, provided, however, that any Dir-

ector may be represented and vote by proxy held by
‘another Director.
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The Board of Directors of the “Company” shall draw
up and approvc the regulations covuring the terms and
conditions of employment of the personicl of the “Com-
pany”. The Board shall in due course, draw up the By-
Laws of wre “Company” and such By-Laws shall be
effective upon being approved by a Genceral Meeting of

the shareholders

3 General Meetings of the sharcholders shall be valid &
a majority of the capital stock of the “Company” 1s rep-
cosented thereat.  Decistons taken at such moctings must

d by the affirmatve votu of sharcholdcrs ow-

be approve
Com-

ning or representing a majornty of the shares of the ™

pany

ARTICLE 7
THE DURATION OF THNY COMPANY

The “Company shall come wto cxistence without any

further procedures within th irty {30} days after the date

of Commcretal Discovery.

The duration of the “Company™ shall be cqual to the
duration of this Agreement, including any extension of the
term of this Agreement in accordance with paragraph {¢)
of Article 11 of this Agreement. The “Company’” shall
be wound up and liquidated if this Agreement 1§ terinna-

ted for anyv rrason as provided in thiz= Agreemoent.
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ANNEX F

GAS

Reference Paragraph (¢) of Artecle V. of this Agreement

- With respect t0 gas in excess of gas which m the
- judgmment of the Operator s requirad for use in operations,
. including secondary recovery, should ESSO and EGPC
" consider that the prooessing and unlization of such mxcesy
gas would be econoucal for export ouwtside A.RE. as a
Liquid or in a solid form (such as [uef or feedstock for
petrochamocal operations) and wish w participate in the
processing and utlization thereof, then ESSO shall have

 right © submit to EGPC a proposal for the construc-
B0 and installation of facilitics for such processing and
utilization pursuanst to the principles sct forth below, and
the mmplanentason of ESSQO’s propcsal shall be subject

to acceptance by EGPC und the conclusion of contractual
arrangements based thercon between EGPC and ESSO.

a) A gas development project would be undertaken only

to the extent it s coonornically viable. This would
requie a Jong-term gas cxport project  undertakern

as a jomt venrure heaween EGPC and FSSO.

b) As the Government would have the opportunity to re-
view the term of an export gas sales agreement, taxes
shall be levied on the basis of the contractnal sales
price.

—y

.c) Royalues should be based ou welthead value with an

allowance for reasonable retums on pipelines, LNG |

Factlities and other handling and procesing facilitics.

2-In the event, however, that ESSO cansiders chat the
processing and udlization of such excass gas is not econo-
muc, for export outside ARE. as a liquid or in a solid
form (such as fuel or feedstock for petrochemical opera-
tions} then EGPC may choose to take aud utitize such gas,
but on the understanding that EGPC shall not be Lab'e

for payment o ESSQO any Ccosts o CX[EIISCS Desin'e Ii.-u_q ay .

past cperationts of ESSO related w such gas.

3—Gasinghead gas  produced from the Area to the
extent rot used in operations under this
unless processed or utilized, be flared.

Agreement, may, :
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