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PRODUCTION SHARING
CONCESSION AGREEMENT

Betwenn
THE ARAB REPUBLIC OF EGYPT
and

The Egyptian General Petroleum Corporation
and

Philligs Patroleum Company,
Hispanica ds Palrelecs, 5.A.

in
Quronir Arsa, Red Sea
This Agreeonont, tuade and entered into on thas tay
of , by and between the ARAB REPURBLIC OF

EGYFT (hereinafter refored to variously as "ARE" oc as the

"GOVERNMENT"}, The EGYPTIAN GENERAL FETRO
LEUM CORPORATICHN, a legal entity created by Law No, 167

of 1958 as amenied (hereinafter referred to as “EGPCY), PHILIPS
PETROLEUM COMPANY, a company organimed and existing
under the Laws of the Stare of Delaware, United States of Amernica,

{bereinafter reftrred W as PHELLIPSY and HISPANICA DR

PETROLEOS, 5 A a Spanish Copmpany, with regivered office

Madrid, Spein Qwreimafter refered o 2y HISPANGIL) ; PHIL-
LiP5 and HISPANOIL (hereinafier together referred o as CON-
TRACTOR).

WITNESSETH

WHEREASR, Law No, 86 of 1959, as amended, #stablished that all
raw materlsls, mchadiog Petroleum existing in mines and quarries in
AR.E, including the territorial and continental shell waters age
the property of the State ; and

WHEREAS, BUPC has applied for an exchaive ongession for
the BExplorsbon, Development and Production of Feunloum in
snd throughont the Ared rcferred to in Article 1, and described
in Annex "A” and "B which are atisched heret: and made a
part heseof : and

WHEREAS, the (GOVERNMENT desires hereby to grant such
foncession ; and

WHEREAS, the Minister of Petpoleumn pursuant to the provisions
of Law No. 86 of 1936, may enter into a concession agreement with

EGPC, and with PHILLIPS and RISPANOIL as a GONTRAC. |

TOR for the Petrolenm Operations in the Area hereinafier referpad
to ; and

WHEREAS, CONTRAUTOR aprees o undertake it obligatinm
provided bersioafter 25 3 ODITECKE with tespect 1o the Exploration,
Development and Production of Petroleum in said Area -
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{5

{r) “Petrolewm” wwens Ligwid Grade Off of vasious densities, amp- |

{d}

"he smrb “wxplore’” means the act of oonducting Exploration,

!
NOW THEREFORE, the parties hereto agree as follows !

ARTICLE ¢

DEFINITIONS

“Exploration™ shall include such geological, geophysical, nerial ]
and other surveys as may be contained in the Approved] Work
Prugeams sod Budgets, zad the dolling of such shot holes, |
twre holey, stratigraphic tests, holes for the discovery of ;
Patroleum or the appraisal of Petpoleurn discoveries and other
related hoks and welly, and the purchrse oo sogmmicon uf
such sapplies, materials and equipinent therefor, all as may

L .eﬂmimd in the Approved Work Prograent smd Badgets

“Developtment” shall iarlude, but not be limited o, all the
opbrations and activities huzsuant  Approved Waork Progaims
and Budgets under this Agreement |

£t with respeet to the deilhing of Development wells, and
i) with respect to design, constrition, instaliation, servicing
and maintenance of equipment, lines, sytems, facilites, plants,
and related operations, & produce and operate said wells,
to take, save, treat, handle, store, flare, transport and

dehiver Petroleum for export, and to undertuke repressuring, §

recyriing and othrr secondary recovery projects.

Lalt, Gas, casinghead giw and all other hydrocarbon subskances
that may he found in, and produced, or otherwise obtained, and |
sgved from the Acea under this Agreement, and all substances

that may be extracted therefrom.

“Paquid Crude OF or “Crude OF means any hydrocarbon |
produced from the Area which is irt a Liquid state ad the welthead
or lease weparater or which I ouracied from the Gas or
cavinghead wus in a plant
oorlenm .

Such te#rin inchodes distillate and
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(e)

“GGas” is natural gas both assoctated and non-associated, and
all of its constituent elements produced from any well in the
Area and all non-hydrocarbon substances therein.  Said term
shall include residue Gas.

{f} A “Barrel” chall consist of forty-two (42) United States gallons,

(g)

{h}
(i)

liquid measurs, corrected to a temperature of sixty degrees
(6*) Fahrenheit,

“Commercial Well” means the firgd weli on any geological
feature which after testing in accordance with sound and
accepled industry production practices, and verified by EGPC,
i found to be capable of producing at the average rate of not
less than 3,000 barrels of oil per day.

The date of discovery of a “Commercial Well” is the date on
which such well is completed and tested according to the above.

“AR.E"means ARAR REPUBLIC (OF EGYPT.

“Effective Date™ means the date, on which thiz Agreement,
signed by the GOVERNMENT, EGPC and PHILLIPS and
HISPANCIL, is pubfished in the official journal of the Arab

Republic of Egypt.

fiy “Yemx” or *Calendar Year” means a period of twelve (12) moenths

(t)

scoordmy to the Gregorian Calendar.

“Fimmnrml Year™ means the GOVERNMENT's financial year
sarting on Januay Ist and ending on December 31st, both
dates bemng inchuive.

“Tax Year” means the period of twelve (12} month according
to the Gregorian Calendar for which tax returns or reports are

required according to any applicable incnme, profits or other
tmx law or regulation of the AR.E.

Im) An “Affiliated Company" means a cosopany

i} The sharc capital, conferring majorMy of votes at stock-
holder's meetings nf such company, of whirh is ewned

directly or indirectly by z partv hereto ; or

i) Whih is the owner directly or indirectly of share eapital
| gonferring 8 nmjority of voted at nockholdersy mestings of
a party ; hersto ; or
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#i) Whose share capital conferring a majority ~f votes at
stock-hoiders’ meetings of such company and the share
capital conferring a majority of votes at stockholders'
mettings of a party hereto are owned directly or indirectly
by the same company.

(n) "CONTRACTCR” means PITILLIPS and HISPANOIL, each
having an equal undivided interest in all rights and obligations
under this Agreement. PHILLIPS and HISPANOIL shall
be jiable jointly and severally for the performance of all
obligations under this Agresment.

(0) “Ares”" means the arem as defined in Article I1 and shall be
comprued of two parts referred t0 a3 Tract “A” and Tract "B”.

ARTICLE 11

ANNEXES TO THE AGREEMENT
Annex “A” B a description of the Area covered and affected
by this Agreement.
Anpex “B” ia a map on the scale of 1 : 2,000,000 indicating the
Area covered and affected by this Agreement and described in
Anoex “A”, |

Annex “C” is the form of the Leticr of Guarantee to be issued
by the National Bank of Egvpt, Cairo and to be submitted by CON-
TRACTOR at the time of signature, by the Minister of Petroleurn,
of this Agreement for the aggregate wom of seven millisn {$7,000,000}
US. Dollars, guaranteeing the execution of CONTRACTOR"s
minimum Exploration Obligations hereunder as regards Tract “A”
for the first three (3) year Explomation period and ten milbon
($10,000,000) US. Dollars guaranteeing the exscution of CONT.
RACTOR’s minimum Exploration Obligations hereunder as regards
Tract “B" for the first five (3) year Exploration period. Such
guarantee shall remain effective for six {6) months after the end
nfmidﬂimﬁ}ymrpcﬁndmdnjdﬁu{ﬁjympubdrupw
ﬁvﬂymmitmybcmhﬂmdpﬁurtnthﬂ time in accordance
with the terms thereof.

Annex “D™ is the form of the Charter of the Operating Company
to be formed as provided for in Article VT bereof.

Annex "E” ix the Accounting Procedure.

The "Annexes “A™, "B~ “C”, “D" and “B” o this Agreement
mherebymndtpuuhﬁmf,andtheyshallhemnﬂdcmdu
having equal force and effect with peovisions of this Agreement.
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ARTICLE IIl

GRANTS OF RIGHTS AND TERM

The COVERNMENT hereby grante BOPE, PHILUIPS ond IS
PANOIL as CONTRALTOR, subjest tn the terms, convenants and
conditiant set out in this Agrrement which ins~far as they may
contradict with any preovisinns of Law No, 66 of 1933, a8 pmended,
shall huve the force of Law, an exchusive Cooncession in and to
the Avea deseribed In Anmeses A" and ¥B” :

() ‘The GOVERNMENT rshall own and be entitled as hereinafter

provided, o a rovalty in cash or in kind of seven and one
half {714} peremnt of the tntal nuantity of Peteoleyn produced P

and mved from the Area during the Development peniod in-
cluding renewal. Said royalty shall be borne and paid by

EGPC and shall niot be the obligation of the CONTRACTOR.
The pavment of rovalties by EGPC shall not be deemed o
resalt In Income atirtbutable o the CONTRACTOR

(6) As regards Tract A" an initial Fxploration perind of three
{3) years shall start from the Fffertive Tlate, e {1} ex.

tension o the mitial Exploration nerind of fonr §4) vears shall
be pranted CONTRACTOR ot its option upen rinety {30}

davs written naotice to EGPC prnr 1o the expiration of the
initial three (3) year period and subject only to its having

fulltiled it shligations hersunder for the initial penod. The

Agreement shall be terminnted as regards Tract VAT 3 w0

Coparnercial Well i established on Tract "A” by the end of
the seventh (7th) year of the Exploration period or upoen the
eorpletion of drilling and testing of any well actually drilling
or testing at the #nd of the seven (7} year Exploration period,
Tt shall not exoend thizs perfod by more than six {6} months,

As regards Tract “P* an initial Exploration period of five
{5) yrars shall start from the Effective Date. Tne (1) ox
tepsion to the initial FExploration period of four (3} years
shall be granted CONTRAGTOR at its option upon ninety
{90} days written notice to EGPO prier 1o the expiration of
the injtiat five (%) year period and suject only to its having
fulfilled its oblizatinns herennder for the initial peeiod.

fhe Apreement whall be terminated as repards Tract “B7
¥ no Commercial Well is sstablished on Tract "R by the
end of the ninth b} year of the Bxploration period, o upan
the compietion of drilling and testing of any well actually
drilling or testing at the end of the nine (9} year Exploration
pariod, but shall nat exceed this peried by more than six (6)

months.

The slectior by EGFC to underake a sole risk venture under

paragraph () immediately hereafter shall not extend the
Exploration period hor affect the termination of this Agree-
ment as ts CONTRACTTOR.
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“Commercial Discovery”
Well, CONTRACTOR will undertake, as part of its Explora-

* After discovery of a Commercial

tien program, the appralsal of the discovery by drilling of
ope or more additional wells to deterrnine whether or not such
discovery 18 worthy of being developed commercially, taking into
consideration the recoverable reserves, production, pipeline and
termina! facilities required, estimated Crude Oil prices, and

all other relevant technical and economic factors.

A Commercial Discovery may consist of one producing res-
ervoir of a group of producing reservoirs which after appraisal
is worthy of being developed commercially,. CONTRACTOR
shall give notice of a Commnercial Discovery to EGPC imme-
diately after the discovery is considered by CONTRACTOR 1o
be worthy of Commercial Development but in no event later
than the completion of the third Exploration appraisal well
if required, or ten (10} months from a discovery in that portion
of the Area onshore and in two hundred {200} meters of water
depths or less and twenty four (24) months in that pertion
of the Avea having water depths greater than two hundred (200)
metery, following the date of discovery of the Commereia!
Well, whichever m earlier ; except that CONTRACTOR shall
alio have the right to give such notice of Commercial Dis-
tovery with respect to any reservoir or reservoirs even if the

well or wells thereon are not “Commercial within the defi. 1

mition of “Commercial Well” if, in its opinion, 2 group of
reservoirs oonsidered collectively,
mercial Development.

wuld be worthy of com-

Followmg reapt of such notice, BEGPC and CONTRACTOR
shall meet promptly and review all appropriate data with a
view to mutually agrecing upon the existence of a Commercig]
Discovery. The Parties shall nee unreasonably withhold their
ennaent to such mutual Agreement.

I Crude Oil is discovered but is not deemed by CON-
TRACTOR & Commwrcial Discovery under the above provi-
sions of thin paragraph (¢}, EGPC shall, ane (1) year after the
expiration of the perlod specified above within which CON.
TRACTOR can give notice of Commercial Discovery, or eigh-

teen (18) months after the completion of a well not eonsidered
a "Commerctal Well” have the right, following sixty #60)
days notice in writing to CONTRACTOR at its wole cost, riak

mdmu,hdmlop,pmdummddupondmm
Oll from the geclogical faature on which tha well has been
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drifed. Said notice shall state the specific area covering
said geological feature to be developed, the wells to be drilled,
the production facilities to be installed and EGPC's estimated
cost thereof, Within thirty (30) days after receipt of szid
notice CONTRACTOR may in writing elect to develop such
specific area as provided for in case of Commercial Discovery
hereunder. TIn such event all terms of this Agreement shall
enntinue to apply to said speeilic area.

If CONTRACTOR elects not to develop such specific area,
the specific area covering sald geological fealure’ shall be set

In the event Owperat-
ing Company has come into existance EGPC shall be entitled

aside for snle risk operations by EGPC.

to have Operating Company perform such operaticos for it
at BGPC"s sole cost, risk and expense, {as defined in Article

VI). When EGPC hax recovered from the Cruode Oil produ-
ced from such specific area a qQuantity of Crude Onl equal
in value to three hundred {300} percent of the costs it has

incurred, CONTRACTOR shall have: the option, only in the
event there has been a separate Commercral Discovery, to share

in further Development and production of the specfic area

upon paying EGPC one hundred (100} percent of such costs
incurred by EGPC.  Such one hundred (100} percent payment
ahall be recovered hy CONTRACTOR from Cost Recovery

Crude Oi! in the normal manner for the recovery of expenses.
Immediately following such payiment the spectlic area shall
either (1) revert to the status of an ordinary Development

lease under this Agreement and thereafter shall be gperated in
accordance with the terms hereof; or (i) alternatively, in the
event that at such time EGPC or its Affihated Company s
conducting all Development operations in the specific area
at its sole expense and EGPC elects to continue operating, the
specific area shall remain set aside and CONTRACTOR shall
only be entitled eo its production sharing percentage of the
Crude Qil as specified in Article VIIL {(b) below. The sole

visk Crude Oil shall be valued in the manner provided in
parsgraph (c} of Article VIII. Tn the event of any termination
of thia Agreement under the provisions of paragraph ) above,

thizs Afrecinent shall, however, continue to apply to EGPC
uadertaking of any sole risk venture hereunder, zlthough such
Agesement shall bave been terminated with respect to CON.-
TRACTQR purtuamt to the provisions of mid paragraph (b)
sbowe.
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{d) The Development period shall be twenty (20) years from

the date of Commercial Discovery, This period may be ex-

tended for an additional period of ten (10) years at the eption
of CONTRACTOR upon six (6) montht written notiee to

EGPC prior to the expiration of such Twenty (20} years term.
Following Commercial Discovery the extent of the whole area

capable of production to be covered by Development lease or
leases shall be mutually agreed upen by EGPC and CONTRAC-

TOR and be subject to the approval of the competent Minister.
Such area shall then be converted automatically into a Deve-

lopmyent lease or leases without the issnance of any additional
legal instrument or permission.

Development operations thereafter shall be started promptly
by Operating Company and, unless EGPC and CONTRACTOR
agree otherwise, at least one drilling rig shall be used conti-
nuowsly until, in accordance with good oil field practices and
accepted Petmoleum enginesring principles, the ficld s con-
sidered to be fully developed. In the event no Commercial

Production of Petrolewrn is established in any one of the blocks
in which a Commercial Discovery 35 made within three (3]

years from the date of Commercial Discovery, such block
shall be surrendered.

Commencing from such date that CONTRACTOR gives
notice of a Commercial Discovery on that portion of the Area
in water depth of aver 200 meters, CONTRACTOR shall
have a period of five (3) years thereafter to establish production
of such discovery and retain that portion of the Area for the
rest of the term of the Agreement, or failing such establishing

of production, CONTRACTOR shall surrender the block in

which such Commercial Discovery s made.

Delay cawsed by Force Majeure, unforseen consequences not
due to the fault of CONTRACTOR, or the unavalability o
CONTRACTOR worldwide, or the failure, of the specialized
offshore equipmem-required for the performance of the actions
describd In this paragraph shall have the effect provided
for in Article XXITT of this Agreement.

(¢) CONTRACTOR shall bear and pay all the costs and expenses

required in carrying out all the operations under this Agree-
ment, but such costs and expenses shall not include interest
on imvestment, and CONTRACTOR shall lock only to the
Petroleum to which it is entitled under this Agreetneat tc recover
such costs and experses. Such custs and expenses shall be
recoverable ms provided in Article VITI, Duoring the term
of thia Agreerment and its extension  the rawal production

I
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achieved in the conduct of such operations shall be divided
between EGPC and CONTRACTOR in accordance with the

provisiont of Article VIII.

{ft (13 PHILLIPS and HISPANOIL shall be subject to the laws

in dorce from time to time of the ARE. and the political
subdivisions thereol which impose taxes on or measured
by income or profits, including those laws imposing the
commercial and industrial  profits tax, municipal tax,
defense tax and national sccurity lax oo income, and divi-
dends paid with respect to sharcholders (hereinafter refer-
red to az “ARE. Income Taxes"), and, except as otherwise
provided in the Agresment, each shall comply with the
requirements of such laws with respect to the filing of
returns, the assesument of tax, and the keeping for review
by authorized persons of bocks and recards. For these
purposes, any A.RE. Tncome Taxes for which PHILLIPS
and HISPANOIL  shareholders may be liable shall be
deemied to be a tax levied respectively against PHILLIPS
aod HISPANOIL. EGPC’s  sharr of the Crude Oil
deermined under Article VIII includes an amcunt equal
in value to all of PHILLIPS and HISPANOIL's A.RLE.

Income Taxex

(2) For purposes of applying paragraph (f) (1) of this Asticl,

the total taxable income of PHILLIPS and HISPANCOIL,
in respect of any Tax Year, shall be an amcunt calculated

25 follows :

i} The ewotal o. the sums received "y PHILLIPS and HIS-
PANOQIL from the sale or other disposition of al] Crude
Oil acquired by PHILLIPS and HISPANOIL pursuant
to Article V11, paragrapha (a) and (b);

LESS :

&) The costs and expenses of PHILLIPS and HISP-
ANOIL which are allowed to be recovered in the
Tax Year under paragraph (a) of Article V1II ; and

by The value, as determined in paragraph (c) of Article

VIII, of the Cost Recovery Crude Oil taken
and separately disposed of by PHILLIPS and

HISPANOIL pursuant to Article VIII, parugraph
) (2);
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PLUS : : Yl
i} An amount equal to PHILLIPS and HISPANOIL s.J'!...i"L-““J,_y*‘-;L_'J" o] "-':i.r“'J Lol Libs —
AR.E Income Taxes. ( .
(eg-¢-g)d

(3) EGPC shall assume, pay and discharge, on behall ~f
PHILLIPS, and HISPANOIL AR.E. Income Taxes out
of the mmns received by EGPC from the sale or other
chsposition of it: share of the Crude Oil.

() EGPC shall furnish to PHILLIPS and HISPANOIL res-
pectively the proper official receipts evidencing the pay-
ment of PHILLIPS and HISPANOIL ARE Income
Taxes, within one hundred fifty (150} days following the
commencement of the next ensuing Tax Year. Such
receipts shall state the amount amd otlsesr particulars cus-
tomary for such receipts,

{f) In calculating its ARE. Income Taxes, EGPC shall be

cititled to deduct royahies paid by EGPG to the GOVERN-
MENT aud the ARE. Income Taxes of PHILLIFPS and
HISPANOIL paid by EGPC on PHILLIPS and HISPAN-
OIL's behalf.

ARTICLE 1V

WORK PROGRAMS AND EXPENDITURES
DURING FEXPLORATION PERIOD

(¢) CONTRACTOR shall commence Exploration operations here-
under not later than six (6] months after the Effective Date. |

Not later than the end of the thirtieth (30th) month after the
Effective Date, CONTRACTOR shall start Exploration driling
in the Area. EGPC shall mmke available for CONTRACTOR s
use all seismic and other Exploration data in EGPC's possess-
jon with respect to mid Area,

{b} {1} The initial Exploration pericd for Tract “A” shall be a

period of three (3) years. CONTRACTOR may extend
this Exploration period for one (1) additional period of
four {4) years upon a ninety (90) day written notice 1w
EGPC prior to the expiration of the initial thres (3) year
perind subject to CONTRACTOR's expenditure of its
minimum Exploration obligations for the initial period.
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CONTRACTOR  shall spend s minimum of seven
mitlion (§ 7,000,000 U.8. Daollars on Exploration opers-
tioms and activites related thereto during the initial three
¥ year Exploration period. In  accordance with the
approved Work Programs and Budgets, such ($ 7,000,000)
sewen million 1.5, dollars wminimum <¢ommitment shall
inchyde
4) The drilling of at least one well if in water depths

exceeding 200 meters, or

) The dnfling of at least (2) two wells i in water
depths less than 200 meters, or

¢) ‘The drilling of at least (3) three wells if onshore.

For the four (4} year period that CONTRACTOR
elects to extend beyond the initial- Exploration period,
CONTRACTOR shall spend a minimum of ten million
{$10000,0000 U.S, Dollars. If CONTRACTOR shoukl
spend more than the minimum amount reguired o be
expended during any Exploration period the exoess may
be subtracted from the minimum amount of money requi-
red 1o Le expended by CONTRACIOR durizg any

succeeding Expleration period.

In case CONTRACTOR relinquishes its Exploratwon
obligations in this Agreement as set forth below before or
at the end of the third (3rd) year of the initigl Explora-
tion period, having expended less than the total sum
of seven million ($7,000,000} U.S. Dollars on Exploration,
or in the event that at the end of the third (3rd) year
CONTRACTOR has expended less than said sum in
the Tract “A”, an amount equal to the difference bet-
ween the s2id seven million ($7,000,000) U.S. Doltars and
the amount actually spent on Exploration activities shall
be paid by CONTRACTOR to EGPU at the tiue of
nmmdednguruiﬁnmtﬁimthsfmmm:nd of
the third (3rd} year of the initial Exploration period, as
the case may bhe.

Any expenditure deficiency by CONTRAUTOR “for
the second Exploratiem period for the yeasons above noted

shall, similarly, result in a payment by CONTRACTOR
to EGPC of such deficiency.
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Provided this Agreement is &ill in force as to CON-
TRACTOR, CONTRACTOR  shall be entitled 10

recover any such payments as Exploration Ecpenditure
in the manner provided for under Article VIII in the
event of Development of Coinmercial Production.

In case no Commercial Discovery is established by the
end of the seventh (7th) year, or in cate CONTRACTOR
surrcnders its Exploration obligations under this Agree-
prior to this time, LGPC will not bear any of
afercauid expenses :pcnt by CONTRACTOR.

mient

The initial Exploration period for Tract “B"™ ahall be
for a period of five (5) yeare CONTRACTOR may
extend this Exploration period for one (1} additional
period of four (4) years upon a ninety (90) day writicn
notice to EGPC pricr to the expiration of the initial five
(%) year period subject to CONTRACTOR's expenditire
of its minimum Exploration obligations for the initial
period,

CONTRACTOR shall spend a minimum of ien milion
($ 16,000,000y .5, Dellars on Exploration operations and
activities related thereto which skall include the drilling
of at least one (1} well during the initial five (3} wear
Exploration period. For the four {4} year period that
CONTRACTOR elects to extend heyond the initial Fx-

ploration period, CONTRACTOR. shall spend a minimum
of eighteen million (§18,000,000) U.5. Dollars. I1f CON-
TRACTOR should spend more than the minimum ameunt

requred to be expended during any Exploration peried
the excess may be subtracted from the minimum amount

of money required o be expended by CONTRACTOR
during any succeading Exploration period.

In casze CONTRACTOR relinquishes its Exploration
obligations In this Agreement as set forth below befare
or at the 2nd of the fifth (5th) year of the initial Ex-
ploration period, having expended less than the total
suri of ten million ($10,000,000) 115, Dollars on Ex-
ploraton, or in the event that at the end of the fifth
(5th) year CONTRACTOQR has expended less than said

mm in Tract “B", an amount equal to the difference
between the said ten million ($10,000,000) U.S. Dol-
lars and the amount actually spent on Exploration actiy-
itiea shall be paid by CONTRACTOR to EGPC at the
time of surrendering or within three (3) months from
the end of the fifth {5th} year of the initial Exploration

period, as the case, may be.
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Any cxpenditure deficiency by CONTRACTOR for
the second Exploration period for the reasons above
noted shall, similarly, resut in a payment by CON-
TRACTOR 1o EGPG of such deficiency. Provided this

Agreement s still in force as o GONTRACTOR,
CONTRACTOR shall be entitled tw recover any swch
paymems as Exploration Fxpenditure i the manner
provided for ymder Article VIII in the event of Develop-

ment of Commercial Production.

In ease no Commercial Discovery is established by the
end of the ninth (9th) wear, or in case CONTRACTOR
surresclers its Exploration obligations under thas Agree-
ment prior to this time, EGPC will not bear any of afore-
said expenses spent by CONTRACTOR.

{¢) At least three (3) months prior to the beginning of each yesr

or at such other tirnes as otherwise mutualiy agreed to by
EGPG and GONTRACTOR, CONTRACTOR shall prepare
an Exploration Work Program and Budget for the Area
sctting forth the Exploration operations which CONTRAC.

TOR proposea to carry out during the ensuing year. During
the Exploration period such Work Program and DBudget shall

be at least sufficient to satify CONTRACTOR's minimum
cxpenditure obligation for the period it coven, taking into
account any credits for excess expenditures by CONTRAL-

TOR in poor Brplorajon periods

The Exploration Work Program arnd Budget shall be revie-
wed by & pint commitwee to be established by EGPC and
CONTRACTOR. after the Effective Date of this Agreement.
This oosmupittes, herenaiter referred to as the “Exploration
Advisory Committee”, shall consist of four (4) members,
two (2) of whom shall be appointed by EGPC and two (2]
by CONTRACTOR. The Chairman of the Exploration Ad-
visory Cosnmittee shall be designated by EGPC from among
the members appointed by it

The Exploration Advisory Committee shak review and give
swuch advice as it deems appropriate with respect to the
propoasd Work Program and Budger. Following rewiew by
the Explomation Adviery Committee, CONTRACTOR shall
make such revisions a8 CONTRACTOR deems appropriate
and oot the cevieed Explwation Work Program and
Budget ta EGPC for its approval. Following such approval,
it is further agreed that ;
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) CONTRACTOR shall not substantially revise or modify ng:,:. e ) anas e ,I e d‘ JJ'IEH J}‘\JI (1)

sail Work Program and Budget nor reduce U approved

idanall i ade 91V, 5T 320, Jad gt
budpeted expernliture without prior approval by EGPC;
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i) In the event of emerpencies involving danger of loss of | lazi JJq.-p'- Je .j__gJﬂ.-'—- d‘_l'l :':_;MI! _j:JhH W {T)
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additwnal unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be con-
sidered in all respects as Exploration Expenditures and

shall be recovered pursuant to the provisions of Article

ek 3 St Dl e YLK e Sl e e
VTIT hereof.
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operations pursuant to the Exploration Work Programs and

Budgets, and EGPOG shall nat be responsible to Lear or

repay any of the aforesaad costs.

) CONTRACTOR slall be responsible for the preparation of qu-i ‘_}.u}l 514';_ -IE.:JIL':J. al el CF ";JJ.L...- J_,Li‘l.\ ._]1,.{; (.I)
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tory studies to be made in specialized centers gutside ARE,,

all geolopical and geophvsical studie, and other studies relar.

ing to the performance of this Agreement shall be made in ( .
the A.R.E. et

CNTRACTOR  shall entrust  the nmnagement of
Exploration operations in the AR.L. to its technically com- i
petent Geeeral Manager and Assistant Manager. The names Pl Aas™ Yl ‘:‘f-:uﬂ Sl s #1“‘-’ rb  Aae Sl

of suech Manager and Assistasit Manager shall, upon appeint- LYY ¥ L..'.\_-I J_,,i_;.kl'l.l.;‘.....ay.lll{.'u 1.....-‘;151 L_,‘i:i.'i
ment, e forthwith notibied to the GOVERNMENT zand ) )
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given to them by the GOVERNMENT or its representative ‘ - =
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(i CONTRACTOR snall supply EGPC within thirty (30} days

from the end of each calendar quarter with a statement of
Exploration activity showing costs incurred by CONTRAC-
TOR during such quarter. GONTRACTOR's records amni
necessary supporting documents shall be available for inspec-
tion by EGPC at any time during regular working hours for
~ three (3) months from the date of receiving each statement

Within the three {3} months from the date of receiving such
statement, EGPC shall advise CONTRACTOR in writing if
it considers :

i) that the record of costs s not correct, or

®) that the costs of goods or services supplied are not
line with the international market prices for gouods or
services of similar quality suppled on similar terms prev-
aling at the tune such pgoods ar services were supplied,

provided, however, that purchases made and services per-

formed within AR.E. shall be subject to Article XXV,
or

|'i-|','_l that the condition of the naterials furnished by CON-
TRACTOR does nut tally with their prices, o

v} that the costs incwrred are not reasonably connected with
or reasonably required fur operatoms.

CONTRACTOR shall confer with EGPC in connec
tion with the problem thus presented, and sail parties
shall attempt to reach a settlement which 15 natuaily
satisfactory. If within the time Lmit of the three {(3)
months period provided for in this paragraph, EGPC
has not advised CONTRACTOR of its objection to any
statement, such statements shall be considered as approved

(g} CONTRACTOR shall supply all funds necessary for nperations

in AR.E. under this Agreement in freely convertible currency
from abroad. CONTRACTCR shall have the right to buy
Egvptian curtency whenever required and the conversion shall
be made at Egyptian banks in the ARZE. according to the
official AR.E. rate of exchange.

ARTICLE ¥
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MANDATORY ANI} VOLUNTARY RELINQUISHMENTS

MANDATORY SRS PO

At the end of the third (3rd) year after the Effective Date J,‘&_ ¢ gwy1 TS ;:L_J“ ‘éJL- A (r)lﬂ‘lﬂ'lhil :"_1‘1:-‘-""
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hereof, CONTRACTOR. shall relinquish to the GOVERNMENT
a total of fifty {50) percent of the criginal area of Tract *A" not

then converted to a Development lease or leases




At the end of the fifth {Mh) year after the Effective Dute

hereof, CONTRACTOR, shall relinquish o the GOVERNMENT
a total of fifty (30} percent of the original ares of Tract “B”
not then convertsd w0 2 Davelopment Jaase or leases

At the end of the wtal Exploration period as set forth in Arlicke
II1 (b} CONTRACTOR shall relinquish that portion of each Tract
not then converted to 8 Development loase or lJesses. I

VOLUNTARY

CONTRACTOR may voluntarily during any year relinguish
all or any part of Tract "A™ and/or Tract “B’ provided that |
at the time of such voluntary relinquishment its financial obliga.
tions as respect sach of such Tracts for Explomtion expenditures
under Article 1V paragraph (b) (1} and (b) {2) have been satisfied
respectively to each soch Tract,

Any relinquishment hereunder shall be credited toward the
mandatory providons of the above paragraph.

F

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon any srea o he relimguished thereafur,
except for the reloowimnent provided for above st the end of
the total Exploration pariod.

ARTICLE VI
OPERATION AYTER COMMERCIAL DISCOVERY

(¢) On Conumercial Discovery, EGPC and CONTRAGTOR shall
form in the ARE. an operating company which shall be
calied RED SEA OPERATING PETROLEUM COMPANY,
hereinafter refarred 10 as REPCO or as OQperating Company.
REPCO shall be subject to the [aws and regulations in farce
in the ARE 0 the extent that such laws and regwiations
are not inconsistent with the provisions of this Agreement or
the Charisr of REPOD ; howevwr, REPCO shall, for the
purposes of this Agreement, be exempted from the following
laws and regulatione a2 now or hereafter amended or sub-
stituted : : 1

— Law No. 80 of 1947 on exchange control and its executive
regulrtions, as amended :

— Law No, 26 of 1954 on Companies, as amended
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{e)

(d)

— Presidential Decrer No, 1203 of 1961 on Contracts of
works of the Governmant, Public Tesitutions and Semi-
CGovernmental Companies, as amended ;

— Law No. 141 of 1963 on Repressntation of Employees
and Workers on the Boards of Companies ;

— Law No. 80 of 1971 on Public imstitutions ; and

— Law No. 61 of 1971 on the Stafl Regulations of Puhlic

Companies.

The Charter of REPCO is hereto attached az Annex “ID

Within thi days after the da i | y N Y
thin thirty (30) days to of Commereial Disootry, | 4ol A8 N1 6 A Loy (00 ) on 0 I 3,

2% DM NS 558 1 el e 5 S

the Charter shall take effect and Operating Cotnpany shall
autormatically oome into  existence, without any further
prooedures. The Charter of REPCO permils it to hecome
the Operating Company on any other Concession Agreenient
entered ioto between FGPC, PHILLIPS and HISPANOIL.

Ninety (90) days after the datve Operating Company comes
into  exiMence in acoordance with paragraph (L) above, it

shall prepare » Development Work Program and Budget for |

the remainder of mid year and not later than the fifteenth
15th) of Ociober of mid year for sxh othar date as may
be agreed upon) snd the fifteenth (13th) of Ocitober of each
yeur thereafter Operating Company ehall prepare an anfiual
production schedule, Work Program and Budget for the
succeeding year. The production schedule, Work Program and
Budget sball be submitted to the Board of Directors of Operat.
ing Company for approval.

Not Wter than the twenbieth (20th) day of each month,
Operating Company shall fumnish to CONTRACTOR and
EGPC a written emimute of its total cash reqoirements for
expenditure for the first and second half of the succeeding
month expremed in US. Dollars, having regard 1o the

approved budget. Such estimate shall take into eonslderstion
any cash expected tv be on hand &t panth end,
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Payment for the appropriale period of each monlh  shall
be made to the correspondent bank designated in paragraph

(@) helow on the first day and fifteenth day respectively |
or the next follewing business day, i; not a husiness day.

(¢ Operating Company is authorized to keep at its own disposal

abroad in an account opened with a correspondent bank of

the National Bank of Egvpt, Cairo, the foreign funds advan-
ced by CONTRACTOR. Withdrawals from said account

shail be used for paymem of goods and services acquired ab-
road and for transferring to an Egyptan bank in the AR F.
the required amounts to meet its expenditures in Egyptian
Pounds, for Operating Company In connection with 1ts activi-
ties under this Agreement.

Within thirty {30) days after the end of each Financial
Year, Operating Company shall submit to the appropriate ex-
change control authorities in the A R.E. a statement, duly cer-
tified by a recognized firm of auditors, showing the fumnds
credited to that acoount, the disbursements made ouvt of that

account and the balance outstanding at the end of the year.

ARTICLE VII

WESTERN DESERT OPERATING PETROLEUM COMPANY

Notwithstanding the provisions of the Decree of the President
of the U AR, ssuing Law No. 155 of 1963 ; The Western Desert
Operating Petroleurn Company {(WEPCCY, formed pursuant to
the Petroleumn Concession Agreement authorized and approved by
said Decres, is hereby authorized to act as subcontractor of the
CONTRACTOR andfor REPCO w carry out in whole or in

part the Exploration operation raqmr:d by and in accordance
with this Agreement.

ARTICLE VIH
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(@ {1} Cost Recovery Crude Ol

Subject to the auditing provisions under this Agreement
PHILLIPS and HISPANOIL shall recover all costs and
expenses in respect of all the Exploration, Developmemn
and related operations under this Apreemuent t: the extent
and out of forty {40} per cent per anmum of all Crude
il predoced and saved from all Developinent  leares
hereunder and nnt used in Petrolewn operations. Such

Crude il is hereinafier referred to as “Coat Recovery
Crude Gilﬂu
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Such costs apd expenses shall be recovered from Cost

Recovery Crude il in the following manmer

1} AH Omperating Expenses incurred after the inatial
Conunercial Pmduction, which for the purposes of
this Agreement shall mean the date on which the
first regular shipment is made, shall be recuverable
starting in the Tax Year in which such costs and
expenses are incurred or the Tax Year iz whuch
inittal Commercial Production commences, whichever
is the later.

7} Exploration Expenditures, including these accumulat-

ed prior to the commencement of initia] Commercial
Production, shall be recoverable at the rate of twenty
(20) percent per annum based on amortization at that
rate starting in the Tax Year in which such expen-
ditures are incurred or the Tax Year in which in-
itial Commercial Production comumences, whichever
is the later.

tif) Development Expenditures, inchuding those accu-

mulated prior to the commencement of initial Com-
mercial Production, shall e recoverable at the rate
of ten (10) percent per annum based on amortization
at that rate starting in the Tax Year in which such
expenditures are incurred or the Tax Year in which
initial Commercial Production commences, which-
ever is the later,

i) Tn the extent that, in a Tax Year, coSts expenses or

expenditures recoverahle per paragraphs (i}, (i} and
fiii} preceding exceed the value of all Cost Recovery
Crude Oil actually taken and ssparately disposed of
by PHILIPS and HISPANOIL for such Tax Year,
the txcess shall be carried foward for recovery in the
oex| succeeding Tax Yesr or Years until fully recove.
red ; but in no case after the termination of the Agree-

ment.

t] For the purpose of determining the classification of

all costs, expenses and expenditures for their recovery,
the following termis shall apply :
1} “Exploration Expenditures” shall mean all costs

and expenses for Expluration operations.

2) "Development Expenditures” shall mean all costs

and expenses for Development operations with the
exceptinn of the Operating Expanms,
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3} “Opecating Expenses” shall mesn all other costs,
expenses, and expenditures  incurred after initial
Comemtrcini Production  operstions, which costs
cupenses and cxpenditures are nor pormally depre-
ciatile, '

{2) PHILIFS anid HISPANOIL shall each Year fake and
seperately dipose of all Jost Resovery Cruds U prode-
ced, {except 84 provided in sub-paragraph {a} {3} below,
of this Article VIII) plus its share of the balame of the
Crude Ol as stipulated in pasagraph ) below of this
Asticle VIHIL To the sxtent that the vahue of the Cost
Recovery Grude O} {as determined in sub-paragraph (c)
bekrw) exoeedy the actual recovwyable costs amd expen.
dirures, including any carry forward from paragraph (a}
£1) ) above, to be recoversd in that Year, the value
of such exrexs Cost Recovery Crude Oil actually taken
aimd separately disposed of by PHILIPS and HISPAN.
GTL shall be pad by PHILIPS and HISPANOIL to
EGPC in the manner st forth in Article TV of the Account-
ing Procedure contained in Annex “E”, and PHILIFS
and HISPANOIL shall be desmed to have purchased
sach excess Cost Recovery Cruds OQil,

{37 Upon three {3} monshs prior written natice to GUNTRACG-
TOR, EGPC shall each Year have the option of taking
defivery of a quantity up to fifty (50) percent of the excess
Cont Recovery Crade Off FOB e export tenninel {or
other delivery point mutually agreed vpon) for the purpose
of supplying any of EGPC's share of operating requirements
for refineries in the ARFE. Detaibed lifting procedure will
b worked out in due courss when EGPC exercises ils

option,

5 Prod stetion "Sharin 2

The remaining sixty $0}) percent of the Crude Qi shall be |

taken and disposed of separately by BGPC, PHILIPS and HIS-
PANCHE, in the following proportions : |

The division of prodiuction feom wattr depths fo twe hond-
red {200} meters and fron production on land shall be :

|
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EGPC Bighty (80) peroent
PHILIPS Ten (10} peroent
HISPANCIL  Ten (1) percent

The division of production from water depths in excems of

two hundred (200} meters shall be :

EGPC Seventy (70} percent

PHILIPS Fifteen (15) percent

HISPANOIL  Flfteen (15) perocent

{¢) (1) For the purposes of determining the value of the quantity
of Cost Recovery Crude Oil to which CONTRACTOR

is entitied hereunder during each calendar semester, the

weighted average price realized in freely convertible cur-

rency from F.O.B. point of export sales by either EGPC

or CONTRACTOR or other producing company in A.R.E.

under alt Crude Oil sales eontracts currently in effect, but
excluding Crude Oil sales contracts imvolving barter, or
sales from Coverhment to governments whichever is higher,
to non-affiliated companies during such semester shall be
It is understood that in the case of G.II. sales
appropefate deductions shall be made for transport and
insorance charges to calculate the F.O.B. point of export

used,

price,

(2)

tually agree upon the price of Crude Oil 10 be used in
determining the value mentioned in mub-paragmaph [(c} {1}
above, Pending such mutual agreement the price used
shall be the [ast price determined pursuant to sub-paragraph
() (1), or under this sub-paragraph (c) (2), whichever is
lager, and appropriate adfustment will be made retro-
actively thereto after determination of mutually agreed

price by MG and CONTRACTOR.

Vvt O s V2 (L, 5 ) 0

i ——————

o 3ad _ Ll 3 et

If during any calendar semester there are no such sales

by EGPC or CONTRACTOR or other prodwing com-
pany in ARE. under Crude Oil sales contracts currently |
in effect, EGPC and CONTRACTOR shall meet and mu-
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(d} REPCO shall prepare (not less than ninety (90) days prior to

(e)

(e}

(&)

the beginming of each calendar semester following regular pro-

duction] and furnish in writing to PHTLLIPS and HISPANOII,

aud EGPC a forecast setting out the total quantity of Petro-

leum that REPCC) estimates can be produced, saved and trans-
ported hereunder during such calendar semester in accordance

with good oil industry practice. REPCC) shall endeavor to pro-
duce each calendar semester the forecast quantity. The Crude

Uil shall be run to storage tanks constructed, maintained and
operated, according to GOVERNMENT  regulations, by
REPCO in which sard Crude il shall be metered or other-
wise measured for royalty and the other purpases required by
this Agreement.

PHILLIPS and HISPANOIL shall have the right and the obli-
gation to separately take and export currently each fifty (50}
percent of the Crude Oil to which they are entitled as s
deterrpined in accordance with sub-paragraphs (a) and (b of
thic Article,
Acticle VIII {a} (2) and X, PHILLIPS and HISPANOIL shall
have ihe right to retain abroad all funds acquired by them

Subject to payment of swns due EGPC under

sbroad including the proceeds from sale of their share of
Crude Oil exported,

ARTICLE IX
TITLE TO ASSETS

EGPC shall become the owner of all assets acquired and owned
by PHILLIPS and HISPANOIL in connectiopn with the
operations carried put by CONTRACTOR n accordance with
the following :

{l} Land shall become tlie property of EGIC as soon as il
s purchased.

() Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as soon as
puwrchased or Janded in AR.E.

The book value of the assets created during each Calendar
Year shall be communicated by CONTRACTOR te EGPC
or by REPCO te EGPC and CONTRACTOR within thirty
(30} days of the end of each quarter.

During the term of this Agresment and the extensinn period

CONTRACTOR and REMN are sutitled &) the full pse

in the Area, and any other area approved by EGPC, of all
CONTRACTOR and EGPC shall
ot dispose of the ame exrent with agreeinent of the nthes.

fixed and movable assets
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ARTICLE X

SIGNATURE AND PRODUCTION BONUS

(@) CONTRACTOR shall pay to EGPC as a Signature Bonus
the sum of one (1} million (1,000,000) U.S. Dellars on the
Effective Date.

(5) As to each Trace CONTRACTOR shall ako pay to EGPC
the sum of one million {$1,000,000) T'8. Dollars as a Pro-
duction Bonua when total average daily Crude (il production
from such Tract is sustained at the rate of one hundred
thousand {100,000) barrels per day for 2 period of thirty (30}
consecutive producing days.

{c) As to each Tract CONTRACTOR shall also pay to EGPC
the additional sum of two million ($2,000,000) T.S. Dollars
as a Production Bonus when toal average datly Crude Qil

Production from such Tract is sustained at the rate of two
tmandred thousand (200,000) barrels per day or more for a
period of thirty (30} consecutive producing days,

() Both aforesaid Signature and Production Bonuses shall neither
be recovered nor amortized by CONTRACTOR.

ARTICLE XI
OFFICE AND SERVICE OQF NOTICE

CONTRACTOR shall maintain an office in the A.R.E. at which
notices shall be validly served,

CONTRACTOR will appeoint a General Manapger and Assistant
Manager who shall be entrusted by CONTRACTOR wath suffici.
ent power to carry out immediately and comply with all loral
wnitten directions given to him by the GOVERNMENT or its
representative under te terms of this Agreement or any lawful
reguiations issued or hereafter to be issued which are applicable
bereunder and fot . conflict with this Agreement,
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All matters and notices shall be deemed to be validly served

which are lelt at the office of the CONTRACTOR's General

Manager or which are sent by registered mail.

Notices under Article XXIT should be made by an officinl legai

nobice.

All matters and notices shall be deemed to be validly served
which are left at the office of the Chairman of EGPC or which
are sent to him by registered mail at EGPCs main office in

Cairo.

ARTICLE XII

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(2) Operating Company shall take all proper measures, according
to generally accepted methods in use in the oll Industry w
prevent loss ot waste of Petroleumn above or under the ground
in any form during drilling, producing, gathering and distribu-
ting or storage operatoms. The OQOVERNMENT has the
right to prevent any cperation on any well that it might
reasorably expect would result in lom or damage to the well
or the ofl feld,

Upon eompletion of the drilling of a productive well, Operating
Company shall inform the GOVERNMAENT or ity repossent.
ative of the time when the well will be tested and the
production rate ascertaioed.

Except in instances where muitiple producing formations in

the same well @n only be produced economically through
a single tubing string, Petroleum shall not be produced from
multiple oil carrying zones throurh one string of tubing wt
the same time, except with the prior appawvat of the GOVERN-
‘MENT or its representative,
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() REPCO shall reeard data regarding the quaniitiss of Petraleurn

()

{a)

)

and water produced monthly from sach Development lease.
Such data shall Be ent to the GOVERNMENT o in

representative on the special forms provided for that purpose
within thirty (30) days after it i obtained. Daily or weekly
statistios regarding the production from the Area shall be
available at all reasonable times for emmmingtion by authorls-
ed representatives of the GOVERNMENT.

Daily drilling records and the graphic lop of wells must show

the quantity and type of cement and the amount of any
other mwbarial used in the woll for the purposss of protecting
Petrolewwn, Gas or fresh waser beanng strata.

Any substantial change of mechanieal condidons of tha
well siter jts completion showkl be subject to the appruval
of the representative of the GOVERNMENT,

ARTICLE XIII
CUSTOMS EXEMPTIONS

EGPG, CONTRACTOR, REPCO, their contractars and sub-
contyactors engaged in carrying on operations under this Agree-
merd thall be permitted o import and thall be exempled frow
custonga duties, with respecs w0 the importation of machinery,
equiptsent, vehicles, materinb, sapplics, conmumshle items and
movable property, when owtified by a responsible representa-
tve of EGPC to be used solely in carrying on operations
uader thls Agreement.

Each sxpatriate employee of CONTRACTOR and REPCO
andblth::aidmnm:mmdmb-mnmmmﬂbe
pcnrxjudhhmﬂouddﬂhmptfmﬂ'mm
duthuhhrmdmﬂuinwuﬁonntmahhﬁmuni
household goods, items and perional effects including one
automebile ; provided, however, that such properties are ira-
poﬂedhltlwluhmnulthtmﬂmdhihmihmd
provided, further, that no sch proparty kmporied by the

employee ihall be resold by him n (be ARE cxeept in

accordancs with GOVERNMENT reguistions.
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The exemption provided in paragraph (a) of this Article shall
not apply to any imported items, when EGPC considers items
of the same, or substantially the same, kind and quality are
manufactured locally and are available for purchase and tune-
ly delivery in the AR.E. at a price not higher than ten (10)
percent more than the cost of the imported item before cust-

oms duties, but after transportation and insurance costs have
been added.

Any of the items imported into the AR.E. either exempt or
non-exempt {rom customs duties, taxes or unposts under this
Articie may be exported by the importing pariy at any
time without the payment of any export duty or Lmpost.

Used but serviceable material, equipment and goods resulimg

from operations hereunder may be sold within the A.R.E.
CUstoTs

provided that the purchasers pay the applicable

duties. taxes or imposts if any, except if sold tv an Affiliated
Company of EGPC.

(f} Material, equipment and good:s so damaged or used as to

(&)

{r)

be non-serviceable and which are classified by CONTRAC-
TOR or Operating Company as srap or junk (any such
CONTRACTOR s appraisal being subject 1o EGPC approval
and mny such Operating Corapany appraisal being subject to
EGPC and CONTRACTOR approval) may be sold as scrap
or junked without payment of custom duties, taxes or imposts.

In the event of such sale under sub-paragraphs (g} and (f)
above, the proceeds from such sales shall be divided in the
followmg manner :

CONTRACTOR shail be entitled to reimbrusement of its
unrecoveredd ocost, i any, in such material or equipment and
the excest, if any, shall be pald o0 EGPC,

“Customn Duties” as used herein, shall include all dutics, taxes

or imposts (except those charges paid to the GOVERNMENT
for actual services remdered), which are payable as a result

of the importation of the item ot items under consideration.
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There shall be no licence required, and PHILLIPS, HISPAN-
ML and EGPC shall be exempt from any duty, tax, {ee or

any other financial impost in respect of the export of Petroleum
liereunder.

At a reasonable time prior to the commencenent of Commer-
cial Production BGPC, PHILLIPS and HISPANOIL shali
meet and agree upon a procedure for scheduling tanker Liftings

from the agreed upon point of export.

ARTIULE XIV

BOOKS OF ACCOUNT — ACCOUNTIKG AMND P:“iYM]".H;I'E

fa) EGPC, CONTRACTOR and Operating Company shall cach

{)

(¢}

mamntain at their business offices in the A R.E. bouks of accoun-
ts, in accordance with the Accounting Procedure i Annex
“E" and accepted accounting practices generally wsed in the
Petroleurn industry, and such other books and records as
may be necessary lo show the work perforined under this
Agreement, including the ameount and value of all Petrolewmn
PIIILIIPS, IIISPANOIL,

and Operating Cowpany shall keep their books uf account and

produced and saved hereunder.

accounting records in Uuited States Dollars. Operabing Gomn-
pany shall furmish te the GOVERNMENT or its representa.
tive moonthly returns showing the amount of Petrvleuin prod-
uced and saved hereunder. Such returns shall he prepared i
the furtn required by the GOVERNMENT or its representative
and shall be signed by the Generai Manager, or by the As-
sistant Manager or a duly designated deputy, and delivered to
the GOVERNMENT or s representative within tlurty (30

days after the end of the mounth covered in the return.

The aforesald books of accounts and other books aud. records
referred to above shall be available at all reasonable times

for inspection by duly authorized represemtatives of the
GOVERNMENT.

FHILLIPS and HISPANOIL each shall subuat o EGRC a

Prof:t and Loss Statement for each Calendar Year not later
than March 13 of e following year to show its net prufir

or loss from the Petroleum operations under this Agreement
for sucn Year.

FHILLIPS and HISPANOIL each shal]l at the same tine

submit a year-end Balance Sheet for the same Calendar Year
to EGPC.
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(<)

{d)

{e)

ARTICLE XV

RECORDS, REPORTS AND INSPECTION

CONTRACTOR andjor REPCJO shall prepare and, at all
times while this Agreement is in force, maintain accurte and
current records of 1 operations in the Area herewider.  GLN-
TRACTCR and/or REPCO shall furnish the GOVERN.
MENT or its representative, m conformnity with apphcable
regulations or as the GOVERNMENT or its representative
may reasonably require, information and data concerning its
operatiwons under this Agreement,

CONTRACTOR and/or REPUN) shall mve and keep for a
reasonable pericd of time a representative portion of each
samaple of cores and cuitings taken from drilling wells, to be
disposed of or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.
Al smamples acquired by CONTRACTOR and/or REPCO
for its own purposes shall be cowxidered available for inspec-
tion at any reasonable tinee by the GOVERNMENT or e
representative.  Any such mmples which CONTRACTOR
and/or REPCO has kept for a period of twelve {12) months
without receipt of insructons w forward them to ihe (A)-

VERNMENT or s represenistive or clhewhere may be dis-
posed of by CONTRACTOR and/or REPCO at its discretion.

Unless otherwise agreed o by EGPC, in casxe of exporting
any rock samples ouiside AR.E. samples equivalent in size
and qumlity shxll, before such exportation, be defivered 1o
EGPC as representative of the GOVERNMENT,

Saraples ol formatwn fluidse {1, Gas and water) and
drilling fluids may be exported in reasonabie quantities for
CONTRACTOR's restarch or amalyis with like gquantities
furnished BGPC for thewr remarch and analyso

Ongnak of records can only be exporsed with the perm.
ission of EGPC ; provided, however, that magnetic tapes and
any other datz which must be processed or analyzed outnde
the A R.E. may be exgorted if a monitor or enmparable record
is maintained in the AR.E. and provided that such exporis

shall be repatriated 10 AR.E. on the understanding that they
belong o BGFC

During the period CONTRACTOR is conducting the Expk
omtion operations CONTRACTOR skall permit BGPC ihrough
EGPCa duly awthoriaed representative or employee to have

full and complete access te the Area at all reasonable times

with the right to observe the operations being conducted aned
to inspect ail assets, records and data kept by CONTRAC-
TOR. EGPC's representative In exercising ite rights under
the preceding sentence of thix paragraph (e) shall net in-
berfoge with said operations. CONTRACTOR shall provide
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EGPC with copies of any and all data (including, but not

Limited ta, geological and geophysical reports, lops and well
surveys), informantion and interpretation of such data in
CONTRACTOR's possession,
shall be strictly conflidential and shall not be divulged hy
EGPC except to Affiliated Companies, or by the GOVERN.
MENT, without the consent of CONTRACTOR while this

Agreement remains in force,

ANl such data and information

However, for the purprses of
obtaining new offers the GOVERNMENT may show any other
party geophysical data (but bogs ooly by mutual ageeerient)

with respect to the Area adjacent to the arca of such new
offer,

ARTICIE XVI
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely he responsible o Jaw
towards third parties for any daniage cavsed by CONTRAMTOR
exploration operations and shall indemnify the GOVERNMENT

andfor EGPC against all dawages for whicle it may be hekl

liable on account of uny such operatiuis,
ARTICLE XVII

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly auvthorized representatives of the COVERNMENT =hall

have access to the Area covercd by this Agreement and to the
aperations conducted thereon, Such representatives may examine
the books, registers and records of EGPG, CONTRACTOR and
REPCO and make a reasonable number of survevs, drawings aml

tests for the purpnse of enforcing this Agreement. They shall .

for such purposes, he entitled to make
machinery and instrumnents of CONTRACTOR or REPCO an the
condition that no danger or inpediment to the operations hereunder
shall arise directly or indivectly from such use. The GOVERN-
MENT indemuifies and shall reimburse CONTRACTOR or REP-
CO for any loss or damage which may in fact result from any
such use of said machinery and instruments. Such representatives
shall be given reasonable assistance by the agents and employees
of CONTRACTOR or REPC) so that nome of their activities
shall endanger or hinder the safety or efficiency of the operations.

CONTRACTOR or REPCO slall offer such representatives all
privileges and facilitics accarded to its own cmployees o the

field and shall provide them, [ree of charge, the nse of rexsomable

nlfice space and of adequately furnished housing while they are
in the Feld for the purpose of facilitating the objective of this
Article.  Any and all infonmation obtained by the GOVERXN-
MENT and its representatives hereunder shall be kept conlidential
with respect to the Arex and should not be disclosed during the
ternt of this Agreement without prior written consent of FGPC,
and CONTRACTOR.

reasonable wse of the |
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ARTICOLE XVIHI

EMPLOYMEN'T RIGHT ANE TRAINTNG OF
REPUBLIC OF EGYI'L PERSOINNEL

ARAB

Tt i= the tesire of RO apd COXTHRACTOMR that :;Emr:i!imh

herennder be oomnducted in a basinesstke and elfieest neanaer,

(1 Thﬂ t‘]i['ﬂ[?i-.ll'l‘-‘ ﬂdln'lln-l:ﬂrul,in‘,
personnel smphyed by CONTRACEOR or REPCOY apd
the persine! nf their cantractnes gl sal-eaptrachirs or
the conduet of the operations hereunder, shall bha granted
resiencre  as pt'uvitlﬁ] For 1o Law Noo BY9 ol 19 s

now amended and the work permit for aliens o provided

Gor i e Ministerial Oder Mo, O of 11903 s ooy an- !

ended withoyt prejudice to the AR, [aws and regula-

tinhs melating to public policy ar public secrity.

{2) A mipionon of twenty five {25) percent of the enm-
Lined salaries and wages of the expabiale adopnistrative,
profasgonal and technical smployees of CONTRACTOR
or REPCO or their contractors aned subcontractars shall
be paid in Feyptian Currency. v final repatriation such
personnel shal! have the right to resmit abroad n ULS.
Dollart or vther currencies the unused portion of Egwpt-
ian Currency in excess of twenty five (25} percent of

such personnel’s sa lary.

(6) CONTRAOTOR and RERCOL, their comtractars and  sul-

contractors shall each selsct its employees, and delermine the

pumher thesen! o he nsed [ar operations hereuylor.

(¢} REPCCO shall, afrer consultanon with EGPC, PHILILIPS and

ITISPANOIL, prepare and carry vut specialized tratnipg pro-
grams for all of their ARE. employers engaged in operations
hereunder with respect ta applicable aspects of the Petrnlewnn
Industry.

CONTRACTOR and REPCEY will yudertake tn replace

utadually they non-executive expatrinte stafls by qualified
A.R.E. nationals as they are wvailabie,

(]} Turing the pﬂrind wlen CONTRACTOR 15 compducting 1x-

pleratio:, CONTRACTOR <hali cooperate withh FEIPC
PrEpAring Programs which will give wually agrerd qummphers
nf Ffil% {_"Illi]]n':lﬂ.EF an ﬂ[][;url'll_;n[h' vy attend and Iaurtir.'.putﬂ
n QN TRACTOR ang CONTRACTOR s Affihate training
programs relatipg to Exploration and Deyelopment aperations.

professiopal and tevhnieal |
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ARTICLY XIX
LAWS AND REGULATIONS

SONTRACTOR and Operating Compnny shall be bound by
aw No. 88 of 1909 as amended by Law Noo 8 of 1956 and ]

the regulations issued for the implementation thertof and
inchaiing the regdations Jor the wifs and efficient performance
of operations carried out for the execulion of this Agree-
et mod for the tonservatins of the Petroleuss ipenurses of
the AR.E, provided that no regulation, modifuation or inm-
terpretation thereof shall be contrary 10 of ipconscntent with
the provisions of this Agreement.

EGPC, PHILLIPS and HISPANOIL shall be exernpt from all
ey, except as provided in Axicle IT parageaph {f) for

Incame Tawes, with respect 0 the extracting, prodhicing, ox-
porting ¢ spegorting of Fetroloum hersunder.  PHILLIPS

arml HISPANOIL shall alo he exempt fromnm any tax on
capitzl.

The rights and cbhgations of FOMT PMITILIPS and IISPAN-
1L under and for the effsctive term of this Agreemnent shall
be governed by aad in accordance wiil the provisions of

this Agreement and can only be uitered or awmended by the
mutual agesement of the said oontracting pasties.

The contractors and sub.contractors of CONTRAGTOR and
REPCC shall be subiect o the provisions of ihis Agrecment

which sifect them, znd they shall alo be Ipund by ad
regulations which are duly isoed by the GOVAERNMENT
froen thpe o time.

ARTICLE %X
RIGHT OF REQUISITION

fn case nf natinpal emergency due to war o kmminent ex-
pectation of war or internal causes, the GOVERNMENT may
reauisition all or part of the persluction from the Avea ahtaine:l
hereunder and require REPCCY 1o increase such production
to the uttmpst possible maximum, The GOVERNMENT may
aho resguisition the oif Held iwelf, and, i necessary, related
facibities. |

In all cases, such requisition shall dot be effected except nfter
witing BOPC and CONTRACTOR or thoir regroseniative by

. registaved letter, with ackuowledgment of pectipt, io sxpres

thair views with respect to such rti}uisitir;ﬁ‘

The reguisition of preduction shall be effected by Ministerial
Order.  Any reguisition of the of) field itself. »r any related
facilities shall be effected by a Presidiantial  Decree duly
aotfied o BGPC and GONTRACTOR.
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(d)

(2)

{h)

In the event of any requisition as provided above, the
GOVERNMENT shall indemmnify in full EGPC amnd CON.
TRACTOR for the perind during which the rvequisitkm s
maintained, including -

(1} all dammapges which resuft fromn such requustiom,

(2y full pavnient each month for all Petroleum extracted
hy the GOVERNMENT les the royalty share of sach

oil.

However, any dawage resulting fronm enemy attack is not

within the meaning of this sibparagraph (d}. Payment '

herunder shall be made to CONTRACTOR in 11.S. Dollars
rernittable abread. The price paid to PHILLIPS and HIS-

PANOIL Tor Petroleum taken shall be calculated in accord-

ance with Article VIII paragraph {c) and Article XXVIII.

ARTICIE XXI
ASSIGNMENT

Neither FGPC nor PHILIPS or HISPANOIL. Dy assign
to a person, firm or corporation not party hereto, in whole
or i part, any of its rights, priviieges, duties nr ohiigations
under this Agreement without the written consent of the GO.
YERNMENT. However, either EGPC or FHILLLIPS or HIS.
PANOIL shall be iree to assign jts rights, privileges, duties
and obligations uader this Agreement w an Affiliated Con
pany | and provided, further, that the assipnee shall Le as
cuahified as the assignor with respect o its technical and fin-
ancial competence, and excepting assigninents o assignees
wholly owned by EGPC, PHILLIPS or HISPANOIL ().
VERNMENT approval to the assignment shall be first obtained,

In the avent that PO or PHILLIPS or HISPANOIL. wi

slies
io assign, in whole nr in part, any of its rights, privileges,

duties ar obligativ - o
[Eaties hf'l:l.‘UII{lt"[‘ A ] ﬂfﬂl"f:\aulj exXeeEnt oo as-

signees wholly owned by EGPC or PHILLIPS nr HISPAN.
CHI. the written consent therets of the GOVERNMENT shall

not he arbitrarily withheld. To rnable consideration t be

b
i

gwen o any TeGuest for snel consent, tie F“”-lﬂ'i'l'llf_," conditions !

must he fulfilled

ror ' - r
1) The nbligaticms af the iy sor deriving Trong this Agrep. i
|

ment nwst have been duly fulfilled as of the date surh

requrest 15 made |
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{Z] 'The proposed assignee o asigaees owst produce reason-
able svidence 10 the GUOVERNMENT of it ur their fin-

ancinl and techmical competance,

{3} The imtrument of assigorent post include provisions §
sating precissly that the awignes 5 bound by sl cove-

vants contansed in this Apreement and any uedifications |
or alditions i weting that up o stch thyie meay have

heen made. A deaft o such bestrument of amiganmem
shall be mbunitted fo the GOVERNMENT for review
and approval befure being formaly executed.

(r) Every executed and delivered instrurient of assignment assign-
ing any of the rights, privileges, duties or abligations hereunder
of BGPC or PHILLIPS or HISPANONL shall be subwmitted |
ts the GOVERNMENT within thirty {8} days after the GO- ;
VERNMENT approves the asigmnent, or in the e asshas-
menl 10 awmpness wholly owsed by EGQPC, PHILLIPS or
HISPAONIL within thirty {30} days of s wxecution for

registration in its registers.

() Any wssigunent auade pursiant b the provisions of this Artiel

shall be free of any transfer ot related taxes, charges or fees.

ARTICLE XXIiI

EREACH OF AGREEMENT AND POWER T QANCEL

e} The GOVERNMENT shall have the right to canve! this Agree-
ment hy ordec or Presidential Decree, with respeet to either
PHEHLLIPE or HISPANOIL in the fullowing insances -

(1) Tf either of them knowingly has subsmitted any false stace.
ments o the GOVERNMENT which were a material
consideration for the sxecution of this sgresnent :

{2} I ehther of them assigrs any intersss hersunder COnYArY
1 the provisions of Article XX hereof :

(3) If either of them iz adjudicated bankrupt by a court or
competent jurisdiction ;

{4} ¥ zither of them dozs pot ceanply with any fual degision

veached a5 the sesult of court proceedings ronducted undey

Article XXIV paragraph {a) herevander
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(2} If either of them intentivnmlly sxteacts any mineral other
than Petroleum nut authorized by this Agreement or
withoud the sutherity of the GOVERNMENT evcepn such
exlractiom as suay De vozwadable as the resuit of opera-
tions toriiucted heveumder #t sutardance with accepted
Petroleum industry practice and which shall he nonified
e the GOVERNAENT or its representative gy swon i
pvsibile

53 i either of theth comuonts any satsninl beemch of the
Apreement oy of the mrovimetis of Law New 86 of (953,
as atnended by Lasw No. 86 of 1556, which da nat sxpres
aly comtradict with the provisions of tlus Agreenwent,. Such
cantellation shall ke place withoutr prejudice to any

rights which mmy Jive zcorued tn the GOVERNMENT

;‘tgﬂinﬁt FH}LLHE?-S asch iﬁﬂ?ﬂﬂfﬁﬁr Tt af-ﬂ!}rdﬂrt{i‘f with
the provisions of this Agreement.

I the event of speh cancellation, PHILLYPS e
IISPANDGIL shall have the right to renwve fioln the
Area alf s personntd owd persawd propecty,

(b) [f the GOVERNMENT deems that one of the aforesaid causes

fother than a Torce Majeare cause referred to jn Article XXTI1
Benwd) aaaiy o caoel this Agreemant the GOVERNMENT
shall give GUNTRACUTOR ninety (90} deyy weitten ootice
pervaneily served on CGONTRAGLOR's (zeneral Manager i
the legally official manner and receipt of which i3 acknuwled.
wed by D or dsy hus Jegal agends, 1o resniody and rennove such
cawse, but i for mny ressch such wvice B impossible doe
unnntified change of address, publicatwn in the Official Jour-
nal vf the AJRE. of sugh notice shall b considered us validly
served wum CONTRAGTOR. 11 a0 the end of the said
pipety (Y days notice period such cpuse has pot heen remn-
ed ard resenved, this Agreement may be cancetled forthovith
by thider .or Presidential Decres sy aforesaid, provided,
however, that If suchk cause, or the fpilvee to remedy o remne
such caust. resulls from any act or eminion of one party, caa-
ccliathon of this Agresment shall he effective suly a3 agaist

that party and not ag sgainst the ollier party herewn, In the

event any of the aforesaid causes invelve only PHILLIPS or
only THSEPANDI, the interest, rights and oblipations of the

cebunbting party under this Concesten  Agreement shalf be

transteerml to the wmaadefaulting prety 8t oo cost,
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ARTICLE XXIIt
FORGE MAJEURE

The non-perfurmunce or delay 0 perfucmance by EGPC and
CONTRAUTOR or either of ihen of any obligation nader
this Agreement shall be excused if and to the exteut that
such non-periocmance or delay is caused by Yorce Aazjewre.
The period of anv such nun-performance ot delay, togetlier
with such period as may be necessry for the resoration o

any damage dope durning surh delay, shall be wdded 10 the

tinre given in this Agreement lor the perfornance of such
cbhgation and for the performance of any obligation depen-
dent theteont and to the term of this Agreement, but only with
respect to the block or blocks alfected.

"“Torce Majeure”, within the meaning of this Article XX111,
siall He any order, regulationn or direction of the (GOVERN-
AMENT of the ARAB REPUELIC OF EGYPEL (or the UN.
I'TED STATES GUVERNMENT with respeat to PHILLIPS
or the GUVERNMENT (W BPAIN wilk rospect to HIS-
PANQIL) whether promulgated in the form of a law or
vtherwwe, or airy vt of Ui, Insurrection, riot, swar, strike
and other labor disturbances, fires, fkoods, ar any other cause
hnt due to the foukt or oegligence of EGPC and CONTRAC
TOR or either of theiw whether or not similar to the fore-
going, provided that any sucli canse or causes is beyond the
reasonable contrul of ECGPC and CONTRACTOR or eitier

uf theu.

Without prejudice to the alene apd except as iy be other-
wise provided for herein, the GOVERNMENT shall wienr
respansibility whatsoever by EGPC and CONTRACTOR or
either of them for apy damages, testrictions of s atisthy
uL consegquence of such case of Force Majeure, except a Force
Majeuwre caused by the taxler, regulation or direction of the
COVERNMEXNT of the ARAB REPUBLIC -OF EGYTT.

Il the Force Mujeure event occurs during the initial Explo-
ration perind or any extension thereof and contimues in elfect
for a period of two {2) years, CONTRACI'OR shall have the
option upon ninety (¥} davs prior written batice ta BGPU
1w terminate its obligations hereunder without further Labittty

of any kimd and if still in froce, the Guarantee eontuined

m Annex “C" hereto, shall he auttenaticslly cancelled anl

EGPC shall s notily the Haonk to eeleise the Lagaritee,

( 05 A0l 29 23041 )
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ARTICLE XXIV
DISPUTES AN ARBITRATION

Any dispute arising hetween the GOVERNMENT and the
parties with respect to the interpretation, application or ex-
ecution ol this Agreement, shall be referred to the jurisdic-
ton ol the appropricte AR E. Courts.

Any dispute arising between CONTRACTOR and EGPC 1n
connectivn with the present Agreement shall Le finally settled

by Arbitratlun, in accordance with the Rules of Comcihiation

and Arbitration of the International Chamber of Cowmnerce. .

In the event of no provisions being made in these Rules

i certain cases, the arbitrators shall establish thelr own
procedures.  The arbitration shall be held at  Scockholm,
Sweden,

The arbitration shall be initiated by cilber party giving notice
in writing to the other party that it elects to reler the

dispute to arbitrativn and that such party (heceinafter referred
v as the Tirst Party) has appointed an arbitratur who shall
be idemtified in sald notice. The other party (hereinatter

referred (o as the Second Party), within fifteen (13) days irom
such notification shall notify the First Party In writing, iden-
tifying the achitrator that it has selected.

If the Second Parly does not appoiut its arbitrator as afore-
said, the First Party shall have the right to apply to the

Court of Arbitration of the International Chaher of Clows-

tneree o appoint a second arbitrator. The two  arbitrators

shall, within thicty (300 davs, select a third arbitrator, failing

which the third arbitrator shall be appointed by the Court
uof Arbitration of Intermztwnal Chamber of Conunerce at
the request of either party,

The third arbitrator woust be a citizen of a country (vther than

the A.R.E., the U5 A or Spain) which has diplomatic relat-
ions with the AR.E., the USA, and Spain, and shall have

no economic interest in the oil business af the ARE., the

TU.5.A or SPAIN nor the signatories hereto.

The partics shall extend to the Arbitration Buard all facilities
(including access to the Petrolewmn operations} for obtaining
any information requested for the proper detennination of the
dispuie. The absence ur default of any party o the arbitra-
tion shall not he permitted to prevent or hinder the arbitra-

tion precedure in oany or all of s stuges.
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Pending the decision or award, the operations or activities
which have given rise to the arbitration need not lLe dis-
coptinied,  In the event the decision or award recognizes
that the complaint was justified, provision may be inade
therein for such reparation as 1nay appropriately be niade in

favor of the complainant.

Judgenient In the awind rendered way be emtered o any
Gourt having junsdichion or applicatic, way bhe made to
such Court for o judicial acceptance of the award and an

order of enforvenieid, as the vase may he.

() The parties desire, that, wherever appropriate, decisions and

awards shall specify a1 time for compliance therewitl.

(77 The provisions of this Agreement relating to arbitration shall

(h)

(a)

(&)

continue in foree notwithstanding the terwinations of this Agree-

nicut,

“Principles of Good will”,

tions with respect to this Agreement on the principles of

The signutories luase their 1ela-

good will and good faith, ‘Taking into account their different
nationalities, tius Agreernent for such arbitration shall be
piven effect and shall Lbe interpreted wwd applied o conlor-
mity with principles of law connuon to the ARE, the
AN aud Spaie anmd e the absence of such wnmaoen prin-
ciples then in cunformity with the principles of law normally
recognized by civilized nations in general, including those

which have been appled by interrational 1rilunals,

ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of EGPC
apdd CONTRACTOR hereunder shall be several and not joint
or collective, it being understood that this Agreeruent  shall

not be coustrued as constituting an assuciation or corporation.

The parties comprising CONTRACTOR shall be juintly and
severaliy liable to EGPC and the Government for any obliga-

tion b connection with or reluted to this Concession Agree-

ent.
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) PHILLIPS Ahall be subjeet (o the laws of the Srste nt e
Loware, LL.8.A, regarding ity Jegal status or creation, organii-
two, charter sl Ly Taws, shareholdmyg and cwuership, PHIT-

1188 shres of capital which ure entirely hekl abroad sliall

not Le negntiable in the ARE. PHILILPS shall e exempted

[ the :||;]1]i1-:||j¢_.n ol [aw Moo 9 of 1954 as ameecded, |

ofy THISPANOINL ahall Be suljeet o the luws of Spam, regurding |
it legsl stetus nrocreabion, organization, charter anch Try-faws,

sharebolding and wwnership,
whirh are eutitely held ebroad shail not be negotiable w the

A

uf law No. 9 of 1Ys4 o~ aownded.

ARTICTE NXV]

HISPANOL's shares of capital |

FITSEANGH L. shall be exernpted fromn the J.’l[!'?li{'ﬂlinl‘: i

LOGAL CONTRACTORS AND LOGALLY
MANUFACTURED MATERLAL |

CUONTRAUTOR or REPUO, as the cuee wiv e, and thir

contrattors slball o

(a7 Clive priority to local conbiutors as Jong as their prices and
pecfortance are comsparalle with nternational price and per-

forsnanre. CONTRA(TIOR wudd REPCGO shall, however, sub-
jeet to the preceding sentence, he exvtpted froin the provi.

sions of DPresisdential Decree Moo 12003 of 1961 ms amended.

ho el ljl'rfE['E“{:E tn 1um111.r ranufactured  nutecils, rr]ui]}umnl,
nachinery sl conmsuniables s long ws their quslity and Liue

of delivery are comparzble to internationally availalble mler-

s, eguipment, sachinery and conewrables,  Floweser, such

paterials, equipment, tiachinery und consutnables may e

aujeried for operations ronducted hereviuler if the locul price
of such items at CONTRACTOWR s or REPCO's operating base

in AILE. is more than ten {0} percent Ligher than the price

of auch imported tews betore custenos duties, but alter trans-
prctitio el Dnsneanee conts Lhave  been adeed,

ARTICLE XXV

i
i
ARABIC TEXT |
The Amabic version of this Agreenent shall, belore the Gourt: i

of AR E. be referred to in vonstruing or interpreting this Agree.

ment ; provided howeser, that i any arbitration pursuant o
Arocle XXIV herealxne between BGPE and CONTRACTOR the

¥ nglish versiit shatl alwr be uzed tn conalrue or interpret thye

Apreciuent. |
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ARTICLE XX VIITL
GAS

If Gas is produced or capable of being produced from the Area,
EGPC, Phillips and Iispanoil shall study all possible economic
alternatives fur its use for export in a liguid or solid state and
decide on the best alternstive for EGPC, Phillips and Hispanoll
jointly, such puutual decision not to be unreasonably withheld.
PHILLIPS and HISPANGIL shall be allowed (subject 1o the
autliting provisons beteto) to recover all costs and expenditures
of producing non-smociated gas to the extent and out of the

proceeds of fifty percent (50%;) of non-associated Clas produced
and sold for export in a liquid or solid state.

The remaining fifty percent (5095} shall be shared with F.G.P.G.
seventy pwrcent (7065) and PHILLIPS and HISPANOIL each en-
titledl to fifteen percent (199%). '

With the exception of the above all the provisions of this
Agreenient intluding the cost recovery principles and production
shazing principles set jorth in Article VIII shall apply to Gas
sukl for expurt in a liquid or solid state and not wsed in vperation,
flared, lost or reinjected.

Any Gas not allocated for export cutside the ARE. in a liquid
or a solid state pursuant to a project agreed upon in acoordance
with the abuve, or not used ih operations (including re-injection]
shall remain the property of the A.R.E. and at the free dispesal
of EGPC at no cost for projects within the ARE. Any such
project fur marketing Gas within ARE. shall be at EGPC's «ule
cost and expense. In the case of associated Gas, such project
cost will include ali costs and expenses other than the Exploration

costs related to the discovery of the Gas well or wells.

ARTICLE XXIX
GENERAL

The leadings or tithes to each of the Articles to this Agree-
ment are wely for the convenience of the parties hereto and shall
not he used with respect 1o the interpretation or construction of

said Articles.

widout prejudice to Article XVID of this Agreement, nothiog
in this Agreement shall be construed as constituting any relation-
ship to Petroleum Concession Agreciment fssued by Law Mo, 1)
of 1663 conchuded hetween the GOVERNMENT, EGPC and
PHILLIPS as amended by the Assignment Agreement of March

30, 1972.
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ARTICLE XXX

APPROVAL OF THE ARE GOVERNMENT

This Agreemsent shall not e binding wpon any ol the parbe:

herets vnless and until a faw s ssued ba the comperent authort-

s ol the ARE. authorizing the Ainister of Petroleum to sign
saad Agresigent and giving Artickes 1TV, VIO VI VL XTI
ALV, WVIIL XIX, XXI, XX, XXV, XXV, XXV and
XAV of this Agreement Tull force and effect of law antwidds
standing  any  countervailine  legistation, and the Agreenent »

signed by the GOVERNMENT, EGPC  PHILLIPS amt HISP-

ANOLL published 0 the Oflical Journal of the AE

ARAB REPUBLIC OF FEGYPT

By - . . .

FOYITIAN GENERAL PETROLEUM CORPORNTION

By - - - -

PHILLIPS PETROLEUM COMPANY

By - - --- .

HISPANICA DFE PETROLEOS, %A

HY -
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ANNEX AT

BOUNDARY DESCRIPTIHON

Annex “B" is a map on the scale 1 ; 20000 including the
Area covered and affected Iy thiz Concession Agreement and des-

cribed as Follows -

The Area shall ennsist of wwo Tracts, JTract "A7 being bounded
by siraightlines connecting points 1, 2, 3, 7, 8 and 1 as defined
belrw and Tract “B” being Iwunded by staight lines ooanecting

points 3, 4, 5, &, 7 and 3 as defined Lelow

This Area is bounded by a lie which commences ot pogne 17

on land of the AR.E.'s Fastern [desert at ;

I.at, 26" 12 L) N, and

J.ong, 340 6" 0o E.

thence due Fast to point %27 at :
Lat. 26" 12! i1e N, and

Loug. 34° 30° L E.

thence due Sowth East to paint “3” at :
Lat 26" Ny ey M. anl

- 367 wy” E.

I.ang,

thence due Fast to pont Y4" at
L'ﬂt. EE‘ Eﬂ" L e ™. o Hﬂ

Long, 3.3 2¥ oy’ E.

) =il

adka 1 S8 2oy

Ll (p ez o DUV oda LK, Ll
Y ey Lo, N1 pad Tl 3y gleny i
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thenoce %outh East to point 3" at -
T 25¢ o .o N. and |

Long. 36" 3.0 ¥yt e

thence due West 1o point “O4" at
Lak Pl XY 14 N.  ang

Lang, 35" 19’ oo .

thenon Nowth Wenr o povint “F at ¢
Lat. 25 12¢ {xy N. Al

Long 3% o 36y 2,

anot dipn West ta paint "0’ a1 :
Lat, 25 iy oy M. and

Loy 4 40* 1hag E.

ence Noth West o point "IV, the point of begmning,

Tract A" is composed of all, or part of, fifty-fqur {54) Explora-
tion Blocks

And Tract "R of all, nr part of ninsty-three (93} Fxploration
Blocks.

Each Esploration Block consists of six {(6) minutes T.atilnde by
six {6) minutes Lonmmde, spproximatiug one hundred {10} Tass |
o rgrface wrea, ot o et

hunse J 220 el £1
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dev ry
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FHILLIPS AND HISPANOIL

Tract "A"
Tract "B"

within fifty four (54} Blocls
within ninef}f threa {?3] Blacks
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ANNEX “C”

LETTER O GUARANTEL

Canwo —

A 974

IFEUTER O GITARANTEFR Nt

EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen

Tie. Undersigned,

Cuaranter, hereby guarantses to the Egvptian General Petraleum

, Cairo, as

Corporation {hereinafter referred to as EGPC) to the Timt of

seventeen (17} million Txllars in U5, currency the perfernance
Ly PHILLIPS PETROLEUMN COMPAXY (lercinafter referred

to as PUILLEPS) and HISPANIGA  DE  PETROLEOS, 5.4
(hereinfater  referred o an HISPANOIL}, hoth

HISPANOIL Ieing hereinafrer referred to as CONTRACTOR,
of its obligations required for Exploration operations to spemd .

minimuin of seven (7] L5 Dollars during mitial
three (1) vears of the Faploration period as regards Tract “A”

niwm the

and of ten (1 milhon TS Tellars during the imtial fne (5

years of the Esploraton perwd as regards Tract BT wnder

Artiele 1V of
referred tor as the
Anexer AT and “BY Agreesent, by and between the
Arab Republic of Egvpt (hereinafter referred w as ARE), LGPL
PHITI. TIPS and JTISPANO{]., , 1974,

that certain  Concession Agreemnent  [hereinalter

“Agreement”l covering that Area described m

of sanl
tlatert

1t s understnod that this Guarantee and the hability of the
Guarantor hereunder shall be reduced cuarterly as regards each
Tract separately, during the period of expenditure of said seven
(7} millien U.8. Dellars as regards Tract “A7 and ten {17} million
Daollars as vegards Tract “B7. by the wmenint of money expende.l

by CONTRACTOR
Tract,

fur such Exploration operations, i each

during rach suclh guarter.  Fach such redoction shall be

established by the juint written statement of EGPO and CONT.
RACTOMR for each Tract.

In the event of a ol by EBGIC of non-performance or

warrender of the Agreeiaeat e pa @ of CONTRACTR HTIOF

tr the Tulfilmient of @id ndoimuan espenditure oblation uder
Article IV of the MAgreemient there :hall be oo Labnhiy an the

undersigned Guoarantor for pavioent to EGPG unless and until

such liability has heen e-tabbished B written stateruent of RGP !

setting forth the wannt e ander the Agrerient.

PINCIPS amd !
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1)

2)

It is & further condition of this Letter of Guarantee that :

This Letter of Guarantee will become available only provided
that the Guarantor will have been informed in writing by
CONTRACTOR and EGPC that the Agreement between
ARYE, EGPC and PHILLIPS and HISPANOIL. has hecome
effective according to its terms, and said Guarantee shall

becomie effective on Ihe FEffective Thate of said Agreement.

This Letter of Guarantee shall, in any event, automnatically
expire @

a) Asx regards Tract “A” three {3) years and six (6} minnths

after the date it becomes effective, and

b) As regards Tract "B five (5) years and six (6) months

after the date it becomes effective, or

¢} As regards each Tract at such time as the iotal of the
amoynts shown on quarterly joint stalements of EGPC and
CONTRACTOR equals or exceeds the amount of said

minimum expenditure obligation in each 'lract, or

d) If the Agreement is terminated because of an event of
Force Majeure lasting two (2} vears in accordance with
Article XXII1 (d) of the Agreement,

Which ever is earler.

3)

Consequently, any clalm for each Tract in respect theref {

should be made to the Guarantor prior to either of said
cxpiration dates at the Intest accompanied by EGPC's writien
statement setting forth the amount of underexpenditure by
CONTRACTOR to the effect that :

g) CONTRACTOR has failed to perform its expenditure
ohligations referred to in this Guarantee, and

b) has failed to pay the expendibure deficiency to BGPC,

We declare that on issuing this Guarantee we did not exceed

the limit of total Guarantees which we are entitled to issue as per
Ministry of Economy's letter No. 150 6/km 5176 dated 23rd

December, 1962.

Please return to us this Letter of Guarantes in the event it

does not become effective, or upon the expiry date.

Yours faithfully,

for the National Bank
of Egypt, Cairo
Manager

Dl e olealt e 3 B30,
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ANNEX D™

CHARTER OF

RED SEA OPERATING PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAR
REPUBLIC OF EGYPT shall be formed wath the aothornization
of the GOVERNMENT in accordance with the provisions of
the Agreement referred to beluw andd of this Charter.

The Company shall be subject to all laws and regulations
in force in the ARE., to the extent that such laws and regula-
tions are pot inconsistent with the provisions of this Charter and
the Agreement referred to below.

ARTICLE II

The name of the Eljlltpﬂl'l‘_-.-" iz YRED 5EA OPERATING
PETROLEUM COMPANY" abbreviated as “REPCO™.

ARTICLE III
The Head Office of the Company shall be in the AR.E.

ARTICLE 1V

The object of the Company is o act as the ggency through
which EGPC and PHILLIPS and HISPANOIL carry out and
conduct the Development operations required in acoordance with
the provisions of the Agreequent signed oun  the b
and between the ARAB REFUBLIC OF EGYPT, the EGYPTTAN
GENERAL PETROLEUM CORPORATION, PHIILIPS PET-
ROLEUM COMPANY and HHISPANICA DE PETROLEOS,
S.A. covering Petroleut: operations 1in the Area described therein.

The Company shall also be the agency to carry out and onn-
duct Exploration operations after the date of Commercial Thseovery

pursuant e CONTRACTOR's Work Programs and Budgets
approved in accordance with the Agreermnent.

The Compary shall keep account of =il oosts, expenses and

expenditures for such operations under the terms of the Agreement
and Annex “E” thereto.

The Company may also carry out and conduct on behalf of
EGPREC, PHILLIPS and HISPANOIL, and enly subject to their
mutual consent, the operations required under anv Petroleumn
Concession Apreement concluded by the aforementinned  parties
and the GOVERNMENT.

ARTICLE V

The authorized capital of Company 15 twenty thousand pounds
Eeyptian (T.E.20,000) Jdivided mto five dhousand 30000 shares
of common stock with a value of four pounds Egyptian (TLE.4)
per shore havirgr equal voting rights, fully parl up anid pon.
awe-mahle.
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EGPC shall pay for, hold and own, throughout the life of the
Agreement referred to above and the agreements referred o
i the jast paragraph of Article TV hereof, one half {i4) of the

capital stock of the Company and PHILLIPS and HISPANOIT,
shall each pay for, hold and nwn, throughout the life of the

Agreement referred to above and the apreements referred to in
the last paragraph of Asticle IV hereof, one fourth (14) of the

capital stock of the company, provided that only in the event

that one or more of the parties should traosfer or assien ail or

part of its rights title or ipterest in the entirely of that Agree-
ment and the agreements referred to in the last paragraph of

Article TV herecf, may such transferring or assgning  party
transfer or assign any of the capital stock of the Operating

Company and, in that event, such transferring or assigming party
{and its successors and assigns] roust transfer and assagn a stock

uiterest In the Operating Company equal o the translerred or
assigned percentage nf ownerships interestr in the entirety of the
Agreement referred to and the agreements referred to in the
last paragraph of Article TV herect,

ARTICLE VI
The Company shall not own any right, title, interest or estatr

it or under the Apreement and the avreements referred to In
the last Paragraph of Article IV hereof; or in any Developnent
lease created thereunder or in any of the Petroleum Jreduced
{from any Exploration block or Development
or m anv of the aseets, eguipment nr other property obtained or
used in connection therewith, and shall not be obligated as a
principal for the fhinancing or performance of any of the duties
or obligations of either EGPC or CONTRACUTOR wunder the
Agreemnent and the agrecinents referred to in the last parageaplh
of Article IV hereof.

from any source whatever.

lease thercunder

The Company shall not make any profit

ARTICLE VII

The Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein  that the
Company shall decide, 1ake action or make a proposal and the
ilke, it is understood that such decision or judgement is the result
of the decision ur judgement of the CONTRACUTOR or EGP(!
or CONTRACTOR as may be reqguired by the Agreement and
the agrmments referred to in the last paragraph of Article IV
hereof.

ARTICLE VIII

The Company shall bave a Board of Directors conssting of
eight (3) members, four {1) of whom shail be designated by EGPC:
and two {21 by PHILLIPS and two (2) by TIISPANOIL. The
Chairman shall be desipnated by EGPC ard sha!l slo be o
Managing Director, CONTRACTOR sha!l designate the Ceneral
Manapgor who shall alo be o Managioe Director,
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ARTICILE IX

Meetings of the Board of Directors shall be valid if a rmajority
of the Company Directors are presented and any decision taken
at such meetings must have the affirmative vote of six {6) or
more of the Directors; provided, however, that any Director
may be represented and vote hy proxy held Iy another Directar.

ARTICLE X

General meetings of the shareholders shall be vabd if a maj-
ority of the capital stock of the Company is represented thereat.
Any decisions taken at such meetings roust have the affirmative

vote of sharehalders owning or representing n majority of the
capital stock.

ARTICLE XI

‘The Board of Directors shall approve the regulations covering

the termos and conditions of emploviuent of the personnel of the

Company employed directly by the Company, and not assigned
thereto by CONTRACTOR or EGPC.

The Board shall, in due cowrse, draw up the By-laws of the
Company and such By-Laws shall be ¢ffective upon being approved
by a General Meeting of the Shareholders, in accordance with the
provisions of Article X hereod.

ARTICLE XII

The Company shall come into existence within thirty (30}
days after the date of Commercial Discovery as provided for
in the Agréeement,

‘The duration of the Company shall be for a pericd equal to
the duration of the said Agreement or to the term or any exten-
sion thereof of any and all Petroleum Crancession Agreement
referred to in the last Paragraph of Article IV hereof,

The Company shall be wound up and liquidated if the

Agreement referred to above and all the agreements referred to

in the last paragraph of Article TV herenf are terminated for any
reason @5 provided therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY: — .

-— e —a—. -

_—_——

PFHILLIPS PETROLEUM COMPANY
BY :

HISPFANICA DE PETROLFQOS, S.A,
BY : o — - - e
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ANNEX “E" (A) L;AL'.

ACCOUNTING PROCEDURE ﬁ.«LA'l rlh‘.ll
ARTIGLE [ (353 el
GENERAL PROVISIONS Wl rKL-T
I. Dufinitions s ol —

The definitions ocontained in Article 1 of the Concession as lesl NV Bl - - . .. .
i LEIE L R 3. | A
Agreement shall apply o this Accounting Procedure and have Jﬂ' - ( ' )(, ) Sl J“'H b

the same meaning. Certain  accounting terms herein used L‘L%“ixgﬁ‘:}élﬁ;‘j'@ﬁéﬂu&ﬁ Lo 5 s oledl rUi:.ﬂ

are Jefined follows _5,.11‘! (e A Wzl R P
(a) “Agreement” eans the Concessinn Agreeuient of which N .}”m Liay fl'.;j WAL el ©3AGYIEY ( \ )

this Annex is a part,

(5} “Non-Operators” means the parties to the Agreement } | g1 i 31 bl gtas ¥ el Fal e 7 (o)

other thun CONTRACTOR or Operating  Gompany as .
hu’ Y L . 1 ) - 1.3 1= o A
the case may be when they are performing work. o be JVOK 1""‘" ety il 2§ M,
el

N M3V FCAH I

2. Staternents of Aciivity

A) CONTRACTOR or Operatng Company as the case miay )
be, shall pursuant to Article 1V of the Agreement, render | * Jl e ¢ Sl vy :\5:»7-“ JT o ghal) r.ui( t}
to Noun-Operators within thisty (30) days of the end of | e ibladl ;EE‘W'I _,:.J aalay) O At N UK e,
each quarter a Statement of Faploration Activity reflect- M:jll _L,L;;: 'L;‘._:: e S ,_]5' ;:1‘_ o L_ﬂ (T"' Jh-’."_:j"'
ing aﬂ charges and  credits 1'1':]a.t.i:rf|,r to the Exp]-c}ratl.iun g‘."-""":'“ Zllaw Lkl 1Al 1:411 ;._,:iﬂ ii{g.(-i
operations for that quarter sumnmarized by appropriate J.h: Sl :::"j-ll —> :‘waql J'L:_.l.'i - .

o Sk o
B) Operating Company shall render to EGPC amd CONTRA-
CTOR within thirty (30) days of the end of each month ke s, (T-)LEDUJ)L JJEJ'.IJ i""'j‘!] h-:--'L:L"'Jl"' f:L‘-l'l' r-u:_ (_J}
. Stateruent of Development Activity reflecting all charges [ 9 AT g T W W A GV 7 PR B S P
and credits related to the Development operations for that Lanl ; A ot 1:‘__:]1.__'1‘1‘_" AP NI Ay Loald
month sumtnarized by appropriate  clasifications indica- | S 35 al # leps ﬁ;“:;" e ] & r:'j‘"'-‘:,.!":‘—*""'

tive of the nature thereof, except that iterms of controllable T - - .
Slet wale il 10y Aoull 5,40l Sz N
material and unsual charges and credits shall be detailed). T - J:-J i -’3‘j s h-’ ' \-F‘ _u:"
o Dol 37

classifications indicative of the nature therect,

3. Adjustments and auwdits )
1 kel by sl —

A) Each Statement Exploratiuvn Activity shall cosclusively
be presumed lo be true and correct after three {3} months Akl lﬂ:’} 1:}-‘ .:J':-“ Llos J.{ Ot i 'S"‘-B“ 4:,1 ( t )

following the receipt of cach statement by EGPFC unless IR R LT 1__.-_;[\5'.'31;_.} o Jr-ﬂ (1") W 351
within the said three {3} months LGPC takes written excep- My AP E_;_,(-ﬂ-': "(f]lﬂ'ﬂ Ik 1....-_;11 o
- i - 1 e
tion thereto pursuant to Article W (f) of tlj.c Agreement. | o 3y . LY o (J);‘;-. il ) s (1 Ss‘- "
Nuring said three /3} months period supporting documents D) - - = '
ﬂui':l_’ H .__,'l.l,.,;___ll » 'F ,ij(.Ll‘ J.H": -l:}‘ﬂl
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will he available for inspection by EGPC during regular
CONTRACTOR will have the =ame
audit rights on Operating Company staternents as EGPC
under this subparagraph.

working hours.

B) All statements of Activity for Developanent for auy Gasen-
dar Year shall conclusively be presumed to be true and
correct twenty-four (24) months folluwing the end of any
such year unless wilhin the said twenty-four (24) months
period EGPC or CONTRACTOR takes wrilten rxception
thereto. Pending twenty-
four (24) months EGPG, CONTRACTOR or both
CONTRACTOR or both of them shall have the right to

audit Operating Company accounts, records and sup-
porting docurpents for such vear In the same manuer as
provided in Artcile 1V (f) of the Agreement.

expiration of sad

4. Currency Fxchange

CONTRACTOR's books for Exploration and QOperating Com-
pany books for Dew:]qwutnt and E};[}lﬂrgtiun. if any, shall
be kept in the ARE. in U.S, Dollars. All US. Doliar expen-
ditures shall be chargedd m the anmwot expeaded.  All Egyp-
tian Pounds expenditures shall be translated to UL.5. Ilollars
at the official buying rate of exchanpe issued by the Central
Bank of Egypt or the first day of the month in which expendi-
tures are rccorded and all other 1wn-C.5. Dollar expeudituies
shall be translated to U.S. Dollars at the buying rate of
exchange for such cucrency as quoted I Nalional Westminster
Bank Limited, Londom, at 10.30 ‘am. GM.T. on the first
day of the menth in which expenditures are recorded. A
recurd. shall be kept of the exchange rates used in tramslating
Egyptian Pounds or other non-US. Dellar expenditures to
IDollars. '

. Precedence of [ecumenis

In the event of any inconsistency or cenflict between the pro-
visions of this Accounting Procedure and the provisions of the
Agreewment eatiug the sme subject differently, then the pro-
visions of -the Agreement shall prevail.

f. Revision of Accounting FProcedure

Py mutual agreement between ECPC and CONTRACTOR
this Accounting Procedure may be reviced from tune to time
in the light of future arrangements.

No Charge for Interest on Impeslnient

Interest on Investment shalli not, at any time, be charged as

recinverable cost under the Agreement,
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ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, Contractor shall

alone bear and, directly or through Operating Company, pay the
following costs and cxpenses, which custs and expenses iball be
classified and treated in accordance with Article VIIL of the Agree-
ment,

1. Surface Rights

All direct cost attributable to the acquisition, renewal or rehn-
quishment of surface rights acquired and maintained i force
for the Arem,

2. Labor

A) Salaries and wages of CONTRACTOR or Operating
Company employees, as the case may be, driectly engaged
in the varjous activities under the Agreement including
mlaries and wages paid o geologists and other employees
who are temporarily assigned to and employed in such

B) Cost of living and housing allowances, and other custo-
mary allowances applicable to the salaries and wages of
expatriate employees chargeable under subparagraph 2. A,
paragraph 9 and sub-paragraphs 11. A and 11. © of this
Article TI. Paid bopuses, overtime and other customary
allowances applicable to smlaries and .wages of national
employees chargeable _nder the same sub-paragraph 2. A,
paragraph 9 and sub-paragraphs 11. A and 11. C of thls

Article 1L

C) Costs of expenditures of contributiuns made pursuant 1o

law or assessments imposed by gmcrnmcnta[ authority
which are applicable to labur cost of salaries ard wages
as provided under su>-paragraphs 2. A, 2. B., paragraph B

and sub-paragraph 11. A and 11. C of this Asticle {1

3. . Employses Benefils

Cost of established plans for employces group life insurance,

haspitalization, pension, retiremnent, stock purchase, tharft and

other benefits of a like nature which are applicable to labor
cost of salaries and wages of expatriate emplovees, and fur
national exoployees, all as chargeable under Sub-paragraph 2.4,
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paragraph 9 and sub-paragraphs 11. A and 11 G of this
Actile I Beverance pay will be charged ar a fised rate
applied tw payrolls which will eqgual g anewmud equivalent w0
the masimum Hability for severance paymentc as regquired under
the AR.F, Labor Law.

. Muteriad

Mawnal, esguipneut and suppiits. parginoed o fornizhed as
such by CONTRACTOR or Operating Company,

4‘1} Purchases

1)

Material, equipment and supplies pasrehased shall be at
price pasd by CONTRACIOR ur Opersting Company
afler deduction of all discounts actuaily recsived.

Material Furnished Ly PHILLIPN asd HISPANCGIL

hiaterinl required for operations sbail be purchased dirsc-
tly whensver practicable, except gt CONTRAUTOR
sy furnish such mateciaf feom QONTRACTOR Affilia-
tes stocks outside the A R.E. under the fullowing condi-

tions

(1) New Material [Cowdirion <47}

New material  tremsferved from  CONTRACTORs |

Affihates warehouse o other propecties shall be pri-
ced at cos, provided that the <ost of meterial sup.
phed is no higher than intermational prices for nue.
wrias of similar quatity sopplicd on similar terms pre-
vasdiog =1 the thme swch maweisl was supphed.

{2} hed Material {Tondition “B™" and V'C™)

{a} Material which s in sound and serviceable condi-
tion and is switable for re.use withoug recond-
tionipg shall tw classed as Condition "B” and
priced  ab seventydive pereest (759) of the
price of new material,

B Materal whech cangst be glasubied as Conaibion

“h” et which is serviceable for original func
tion but substantially not suitable for  recondi-
tioning, shall Le classed ay Comulitton “C and
priced at fifly  percent (H¥h} of the price
of new pwtecisd

i<} Mzterial which wmnnot be classified as Condition
B or Comdition " shall be priced o1 a vajue
commeniurate withs its use,

(d} Tanks, building. and other squipiment involving
erection eenifx shall be charged at applicable per-
centage of knocked-down new peice.

1

VAVE G et 18 F{ 5 K0 } 00 2l JE S 8%

Pl i mlrnlrinlednbdlen

e iy ¢ (4) 8,8 (V— v Yoo all 5,a0Y aghy yals o2 Y
Gl 3 5 A Sl Ahadn e (e e vy 0T — 4y ) e B
ek M Rkl W e i i peded Jedeiditiuly
- FRETN SR BE0. r:i-.n; ki ad b laaliie bl s.s
cAE it el o5

foamdegh — 3

s...,.i#)s; ;Ar: Z.h.}jﬁj iﬁ:j;i -;ﬂ E:J%J%A;‘ffj QEM%} @WE
o bladl 35 a3y

TR (t)

e kb —

Jj?ﬁil* i ﬂ: ij;,ﬁ* J«..-jli 1_3}& ;i_;il'i q.:,,,-!!.ﬂ-h\.fllj ;.:,.;]Jni'i_, ﬂ}l'i
s et e puast BE Lt i bieds WU 2B )
o Sad

5

Db gteens ki danyy LU O
perts <255 3K U5 2hor el AT P LRGS0
O3t e aaEada e sy OF J0GH 5 &1 St S, U8
T Dyl 3, J WU DB L ) e b e

A1) Gl IJ:JJ:‘I;'I}UL —
Joted Tl KA 5% e de Jhiaadd sl
a5V b A e bages DoAY LS )
Lo bl sV AT Sl e 2, b oE N RS
SEARARSTTR AR PCE B PP &;ﬁ;ijﬂtg
()2 (o) W ) Butdl sl ey
Sl a3l W e Yo 305 Fob )
iy (o ) Al e 5 e B5leY Aade O
o 4 dadh g o WL 3 (7] i) raey Lo

Wt ‘__5;:_ IOS Pt PILIE: PR IS o bl {a)
X IR FORNIE L S PR SO ML R
s (2 Yl ol ppiloigi Waad ool
o e add e o (] 03 WA B
(4% 0 P o Lalys] Y 0 A4 )
) {;.Emi:?.»hi‘gl kil and iy
WAL S TRS R LES 3y gl EJ»,«JF (23

ORTE PR R R L PR R P R
¢ A B dadd




82 R S LR Y 2Y
£ Warrenty of Materigl Furalshad by GONFRACTOR - Jatt e B3y il b i ha { E,}
CONTRAUTOR doey net warsant the pateriy] furaished ﬁ,: _j*g S x i daagy h;g N _‘.,1%. Jlad ety Y
hevond or back of the dealer’s or musnufactueer’s guarat. W dy .J’fu,n b -y.:'..i‘r J‘f Fj}lt T ._E-ﬂh,‘:wt ,
ter : and in case of defective material, credit shall not be 1 An Y] O A ‘_;'. i A i |
. wl Yok A 1A "M.-JJ M Hoiton
recorded  tntil adjbstmaent bas been received by CGON- : LAt A
TRACTOR bomr munuiaciyres or their apeets P -fE':# }i d"‘"‘u b "*‘ J‘*“H "r'"*’ JJL‘“
b Trursprorisfoy . erﬁ —

3.

i

Dawmapey and Lars

Trassportation of emploptes, eguipinen,, walerads Spd s
phigs necessary Jor the ondwd of aotivitier, Bopluyes tran
portation <otks to the exkent coverad by established policy of
CONTRACTOR o Opevating Company will inclade travel
eepernes for employees and thaw families w oand feuu the
eripewyes poird of oripin s the time of employment, at TN
af separation and for vacations, and traveling expenses Iy
emplovees aned their families incurrnd as a resudt of transfer
froms one location to anothes.  Transportation tosts for emply.
yees and their Inaibes Iroan AGKLE. o another Jocat'on than

point of origin Jall not be charged 10 ARE. eperations.

S reice i
Ay Lhmsde services |
Fie cost of ceueplaibs, Chsmract swrvioes and  mtelibes
precared frem third parties.
B Cost of services werfeomed by BOPG s by CONTR MG

TOR or thelr Affilisted Gornpanies 1 fucilitres innde or 7
outside the A.R.E. Regular, yecurting, routing services, sucks
as interpreting magnetic tapes and/or other analyses, shall |
e performed and charged by BUPC andfor CONTRAL.

TR o thewr Alffuaed Uompanis st 30 sgreed pnoe
Major projeets invohing enginesying und desgn serviors
il 1o perfonmed by BUPC andfor GONTRATTOR
tiir Affliated Ucanpanies at 3 negotiated tontract armeant.
Lo of BOPCS, QONTRAUTORS, or thesr Allibated
Closopapies’ wholly vwacd equiptoomt stal be cluaged
at 5 rental rate mopnngoeeratr with the cost of owoeninp
and operation, but vt I cavesy of caupetitive rates cur-
rentlv prevsdiing in e ARE. Fo sExploraton, CON.
TRACTOR and Affilated Compauiey rates shali ne
melude adiministrative overhead eosts,

rasas el mbdel | e

Al cogls or expenses uecessary to repluce or vepair duras-

o5 OF josses imcarred by fire, (ood, sorms, thefl, zockdent

CAONTRAMITOIR or
{dperating Oompany Hacugh the oxercha of reworable dilk

CONTRMITOR o Operating Company shall Turmish
obioe of dinngeers ae bwses incorred

me ahy other zaus nol omrroliable by

“am e prangadta g

gence.
Mo Dlperators writen
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8.

in excess of ten thousand (10,000) U.S. Dollars per ocrurrence, |

as soon as practicable after report of the same has been

received by CONTRACTOR eor Operating Company.

Irsurance and Claims

The cost of any public liability, property, damage and
other CONTRACTOR,
Qperatin Company and/or tthe parties or any of them to
their employees andfor outsiders as may be required by the
faws, rubes and regulations of the GOVERNMENT or as

insurance against liabilities of

the parties may sgree upon.. The proceeds of any such
insurance or claim collected shall be credited against opera-

tions. If no insuwrance is carried for a particular risk, all
related actual expenditures iocurred and paid by CONT-

-~ RACTOR or Operating Company in settlement of any and

all Josses, claims, damages, judgeinents, and any other expen-

* ses, including legal services.

9.

10.

11,

Indirect Expenses

Camp overiead and facilities such as shore bases, ware-
houses, water systerns, road systems, salaries and expense
of field supervisory personnel, field clerks, asistants, and
other geperal employees indirectly serving the Area.

Legal Expenser

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protectinn of the
Area, including attorney’s fees and expenses ay hereinafter
provided, together with all judgements obtained against the
parties or any of them on secount of the operadons under

the Agreement, and actual expenses incwred by any party
or parties hereto in securing evidence for the purpose of

defending against any action or claim prosecuted or urged

against the operationx or the subject matter of the Agreement.
In the event actions or claims affceting the interests hereunder

shail be bandied by the legal maff of one or more of the

parties hereto, a charge commensurate with cost of providing
and furnishing such services may be made to operations.

Administrative Overhead and General Expense

A) While CONTRACTOR 3 conducting Exploration activi-

ties, crst of staffing and maintaining CONTRACTOR's

head office in the AR.E, and/or nther offices established

in the AR.E., other than field offices which will be charg-
ed sa provided in Articke 11. paragraph 9 above, and
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excepting salaries of employees of CONTRACTOR who
are temporarily assigned to and dircctly serving on the
Area, which will he charged as provided in Article TI,
paragraph 2 above.

3) CONTRACTOR’s administrative overhead outside the
AR.E applicable to the ARE,
~ which will be charged each month at the rate of five per-

cent (5%) of total Exploration expenditures while GONT-
RACTOR is conducting Exploratlon activities and at the

Exploration operation

rate of two and one-half percent (254) of total Exploration
expenditures while Operating Companies conducting Exp-
activities. No other direct charges as such for

CONTRACTOR's  adininistrative  overhead outside the
AR.E. will be applied against the Exploration obligation,

loration

Examples of the type of casts CONTRACTOR Is incur-
ring and charging hereunder due to activities under the

Agreement and covered by said percentages are :

(L) Executive
— Time of executive officers

(2} 'freasury
— Financial and exchange probleins

(3) DPurchasing
- FProcuring matevials, equipment ad supplies

{1} Exploration and Production
— Directing, advising and controlling the entire project

(5) Ul.hcf departinents such as legal comptrollers and
engineering which contribute  tine, knowledge and
experience to the operations.

" The
service under sub-paragraph 6B of this Article 1L

foregoing does not preclude charging for direct

€3 While Operating
Operating Conmpany's personnel engaged in general clerical

Cumpany is conducting  activities,

and office work, supervisors and officers whose time s
generally spent in the main office and wot in the field,

anmd ali employees geverally considered as gencral and
administrative and not charged to other types of expense,
will he charged to operativns. Such

allocated cach month between Exploration and Develop-

expenses shall be

“ment 'uperatians according to sound and practicable accoun-

ting methoeds.
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All taves, duties or levies paid in the ARE. by CONTRA-
CTOR or QOperating Company with respect to thiy Agree-
ment other than these ocoversd by paragraph () {1) of
Article IYF of the Agreement,

13. Continuing CONTRACTOR Gont

Costs of COCNTRACTOR  activities required under the
Agreement and incurred  exclusively in the AR.E. after

{pwrating Company is formed. No sales expense incurred
owtside the AJ.E. may be recovered as a cost.

% Other Ezpenditurns

Any oouls, expenses of expenditures, oiher than those
which are ~overed and dealt with by the foregoing provisons
of this Article II, incureed by CONTRACTOR or Operatmyg
Cornpany under appraved Work Frograms and Budgets.

ARTICLE III

INVENTORIES
1. Periodic Iaventories, Notice and Represerishion

At yveasonable hetervale as agreed upon by REGPC amd

CONTRACTOR, inventories shall be mken by Operating |

Cotnpany of the operations  material, which shall include

all such material, physical asets and comuuction projects. |

Wieitten notice of intention to take inventory shall be gpiven
by Operating Company to EGPC and GONTRACTOR at
least thirty {30) days before any inventory is to begin so that
EGPC and Contractor may be repressnted when any mven-
tory is taken. Failure of EGPC sndfor CONTRACTOR w
be veprescnted 2t an inventery shall bind them to accept the

mventory aken by Operating Company, who shall in that

event fuepish the party nnt represented with & copy thoresf
3. Recoucifigtion and Adwstment of Inventories

Reeonciliation of inventory shall be made by CONTRAC.
TOR and EGPC, and a List of overages and shortages shall
te jointly determined by Operating Company and CONT-
RACTOR  and EGPC, and the irventory adjusted by
Operating Company.
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ARTICLE 1V (dad i asld1
COST RECOVERY A als nnd
1. Statements of Recovery of Costy and of Cost Recovery Crude u,_,,ui] ru_'i o _;jl § Jﬂ"’ .o JEi st U ’:r —

il

CONTRACTOR shall pursuant to Article VIII of the
Agreemnent, render to EGPC as promptly as practicable but
not later than thirty (30} daya after receipt from Operating
Company of the Statements for Development and Explora-
tion Activity for the last month of a quarter, a statement
for that quarter showing :

i) Recoverable costs carried from the previows quarter, if
any ;

i} Recoverable costs incurred during the quarter ;

i#) 'Total recoverable costs for the quarter, i) + ii) ;

i) Valve of Cost Recovery Crude Oil taken and separately
dispesed of by PHILLIPS and HISPANOIL for the
quarter |

v) Amount of costs recovered for the quarter;

vf) Amount of recoverable costs carried into the succeeding
quarter, if any ;

vi) Excess, if any, of the value of Cort Recowery Crude Oil

teken and separately -diqmsed of by PHILLIPS and
HISPANOY". over omts recovered for the quarter.

2. Payments

If such Statement (8) show (s) an amount due EGPC,
If:ﬁyme.nl: of that amonnt shall be mac* in U.S. Dollars by
PHILLIPS and HISPANOIL to EGPC with the rendition
of such Statement (3) -

8. Audit Right

EGPC shall have a period of twelve (12} month from
receipt of any Smtement under this Article IV in which to
sudit and raise objection to any such Statement, EGPC
and CONTRACTOR shall agree on anv required adjust.

ment. Supporting documents and accounts will be available
w EGPC during sid twelve (12} montis perlod.
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ARTICLE V

CONTROL AND MAJOR ACCOUNTS

1. FExploration Obhigation Cantral Accounts

CONTRACTOR wil establish an Exploration Obligation
Control Account and an off-selting contra account to contrel
therein the total amount of Exploration expenditures report-
ed on Statements of Activity prepared per Article I, sub-
paragraph 2.A hereof, less any reductions agreed to by EGPC
and CONTRACTOR jcilowing written exceptions taken by
Non-Olperators pursuant
hereof, in order to determine
ablipation have been met.

to Article 1. sub-paragraph 3.5\

when mintmum Exploration

2. Lost Recovery GControl Accouni

CONTRACTOR will establish a Cost Recovery l:f'.-utmtrnll

Account and an off setting contra acccunt to contrel therein
the amount of cost remaming o be recovered i any, the
amount of tosts recovered and the wvalue of Excess Cost
Recovery Crude Qil, if any.

. Majpor Accounts

For the purpose of dassifying costs, expenses and expen-
dinres for cost recovery as well as for the purpose of estab-
lishing when the Exploration obligation bas heen sat, costs,
expenses and éxpenditures shall be recorded in major accrunts
inchuding the followmg :

Necrssary subaccounts

Revenue accounts shall be maintained by CONTRACGTOR
to the extent netcessary for the control of recovery of cous
and the treatment of Cost Recovery Crude Qil.
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