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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND EXPLOITATION

Batwasn

The Government of the Arab Republic of Egypt
and

The Egyptian General Potroleum Corporation

and
Petroswede Company

In
Natrun Area

This Agreement, made and entered into on ths day oi
by and between the ARAB REPUBLIC OF ECGYPT
(hereimafter referred W vaciously as the “AR.E.” or the “Govern-
mem”), the EGYPTIAN GENERAL PETROLEUM CORPORA-
TION, a legal entity created by Law No. 167 of 1958 as amended
(hertimafter referred to us  EGP.CT) and PETROSWELE
AKTIEBOLAG a company organized and existing under the laws
of The Kingdom of Sweden (hereinafter vanously referred 1o as
"PETROSWEDE") or “Contracor”);

WITNESSETH

WHEREAS Law No§6 of 1953,,as amended, = eauablished that
all minerals cxisting in mings and quarries in the ARE, miclud-
ing the territerial waters, are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession for
the exploration development and production of petroleum i and
throughout the area referred to in Artick II and described in
Anpexes “A™ and “B", which are attached hereto and made a part
hereof (hereinafter referred to as “the Area™) ; and

WHEREAS, PETROSWEDE agrees undertake its obhga-
tions provided for hereinafter as a coniractar with respect to the
exploration, development and production of pewroleum in the
Area: and

WHEREAS, the Government desires herchy to grant the said
ooncession; and ‘

WHEREAS, the Minister of Petroleum, pursvant %o the provi-
sions of Law No. 86 of 1956, may enter into a comcession agree-
ment with BGPC, and with PETROSWEDE as a oontractor, for

petrolewum opeyations in the Arca.
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Now, THER-EFORE_, the parties hersto agree as follows

ARTICLE I

NEFINITIONS

o e b e Dl o L gart A
! __;szli.ﬁt_“)
e 0

() “Exploration means avy activity carried on for the purpose of | a dard "~---’L"‘5'-!!I IS < L "‘T s* et ( )

discovering petroleum n the Area pursuant to work programs
and hudgets approved in accordance with the applicable pro-
VIsSIONS of this Apreesient and includes but is not hnated to
geological, geophysical. aerial and other surveys, the drilling
of shot hales, core holes, stratigraphic tests, holes for e
discovery of petroleum or the appraisal of petroleum discoverics
and ather related hales and wells, and the purchase or acqunsi-

tion af supplies materials and tquipﬁ*tent therefor.

(5

(¢}

-

()

(€

)

‘Developrment” means any activity carried on for the purpase
of developing and exploiting, pursuant to work programis and
budgets approved in acorrdance with the applicable provi-
sions of this Agreement, any depnsit of petroleum discovered
in the Area and mcludes but is ‘pot limited to the drilling of
development welk and the design, construction, instatlacon,

operation, servicing and maintenance of equipment, jines
systems, faciliies and plants to produce and operate such wells,

to take, save, treat, handle, store, flare, transport and deliver
petroleum for export, and tu undertake repressuring, recviing
and other secondary recovery projects.

“Petroleunm”™ means Crude (hl, Gas, and all other hvdrocarhon
substanecs that may be found and produced in natural de-

posits, or stherwise abizined and saved from the Area, and all
substances that mav be exiracted therefrom.

“Crude Oil”’ means anv hvdrocarbon found in and produced
or otherwise obtamed and saved from the Area which is in

the liquid state at the wellhead or after field separation or

having been extracted from Gas in a plant and includes dis.
tillate and condensate.

“Gas” means any hydrocarbon which is found in and produced
or otherwise obtained and saved from the Area which is in
the gaseous state, whether in association with Crude Oil or
n;:t, and ncludes residue gas.

A “barrel” means a quantity of lorty-two {42} United States
gallons, hquid measure, corrected to a temperature of sixty

degrees (60°) Fahrenheit.
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(%) "Gommd:‘ll Well' mean: the first well on any geological
[eature which, afier testing in accordance with sound and ac-
cepted industry production practices and hmn:ng been verified |
by EGPC, is found 1o be capable of producing at the average

rate of not  less than two thousand {2000} barrels of

ol per day, (BOPD)) if the top of the producing section i< |
lcated not more than four thousand (000) meters helow i

the murface or not fess than three .thousand (3000) BOPD if |
the said top is located at a depth of four thousand {4000

meters of mowe. The date of discovery of a Coammercial well ]
15 the date on which the said productive capacity nl the weil
has been verfied hy BGPC.

(i) “Effective Datc” means the date on which the text ol thi
Agreement is signed by the Government, EGPC and PETRU-

'SWEDE after the wssue of the relevant law.

ey ry - N e lp— ————— —— e i ey Y, g we b

(&7 "*Year” means- a perid uf twelve (12) consecutive nwnths
according to the Gregorian Calendar.
(ji “Calendar Year™ means a Year bheginning on Januare 1st, |

“Calendar Semester” means the period of six (6) months be-
ginning on January 1st and July 1st of each Calendar Year,
and ”Cak':ndar Quarter”™ means the pﬂ'ﬁa of three (3) mouths

beginning on January Lst, April 1st, July Ist and October st
of each Calendar Yﬂr | -

(k) *Financial Year” means the Government's financial year start-
ing an January Ist and ending on Decernber 31st, both dates |
being inclusive. ‘

(1 “Tax Year” means any period of twelve (12} consecutive months |
ar:l:-nrdiug o the Gregorian Calendar for which tax returns
or Teports are required actording to any applicable income, |
profits or uth_ar ax law nr regualtion of the AR.E.

() An “Affiliated Company™ means a company

) of which that portion of the shirt capital conferring 2a
majority of votes at stockholders’ meetings of such m[

pany s owned directly or indirectly by a party heretn : !

if) which it the owner directly or indivectly of share capital
confesTing a2 majority of votes at stockholders meeting

of & party hereto ; or ; l
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1) of which that portion of the share capital conferring .1l ]}J;ﬂ (ALl LJ"'TJ {"l“"‘i..?" "-:"L.H oK

majority of wotes al stockholders’ nwetings of such cune
pany and that portion of the share capital conferring a
ma jority of wvotes av stockhodders’ meetings of a parl.
“hereto are owned directly or indirectly by the same
cotnpany.

1

ARTICLE 1I
ANNEXES T(y THE AGREEMENT

Amnnex “A’ is a description of the Area.
Amnex “B” 15 a map of the Area‘on the scale of 1:1,000,000.

Annex “C” is the form of a Lctter of Guaranty to be issued by
the National Bank of Egvpt, Cairs, and to be submitted by PET- |
ROSWEDE at the tme of sigmature of thix Agreement by the
Minister of Petroleum for the sum of four million and five huw-
dred thousand (4,500000) US. Dollars, guarantesing the excou-
tion of PETROSWEDE's minimum exploration obligations hercun-

der for the first four (#) year t:xplora.t.inn. period. The gu;ranwk
shatl remain effective for six (6) months after the end of the )

said four (4) year period except as it may be released prior 10
that time in accordance with the terms hereof.

Annex “D" is the form of a Charter of the operating company
to he formed as provided for in Article VI heyeof,

Amnex “E” s the Accountingz *rucedure to bie [ollowed in cun-

nection with operations conducted pursuant to this Agreement.
'|

*&nm "hﬂ; “B", HC“, .'.'D!:' and I-IE-H are hm‘eb‘y m& p&TiJ

ivereof, and they shall be considered as having equal foroe and
effect with the provisions of this Agreement. |

ARTICLE 111
GRANT OF RIGHTS AND TERM

The Government herehy grants EGPC, and PETROSWEDE
as a contractor, subject to the terms, covenants and conditions set
out in this Agreement; which insofar as they may contradict with
any provisions of Law No. 66 of 1933, as amended, shall have
the force of law, an exclusive concession to explore for petroleum
in the Area and o develop and produce such deposits thereof as
may be discovered thereby.

{e) The Government shall own and be entitled as hereinafier pro-
vided, to a royalty in cash or in kind of seven and one-half

{TLé) percent of the total quantity of petroleum produced and
sved from the Area during the development period including

renewal The sid royaliy shall be borne and paid hy EGPC
and shali not be the oblipauon of e Contracwer. The
payment of royalties by EGPC shall not be” deemtd w
result in moome atnbutable to the Contractor.
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() The iniual exploration period of four (1) years shall start :

(e}

from the effective date. Two (2} suctessie extensions to the
initial exploration period of two (2] yeurs shall be granted

PETROSWEDE at its option upon ninets () days prior -
written notite to BGPC and subject oniv o its having ful-
filled its obligation hercunder for the preceding period. The |
Agreewent shall be termunated i vwo Commercial well s '

establisticd: by the end of the eighth (Rth: vear of the ex- !
ploration period or upon the completion of drdling and test- '

ing of any well actually dniling or testing 4t the end of the

eightt: ‘fth! vear exploration 'perimi, bt shall not exceed
thiz period by more than six {6) montis. The election by

N R L il S

EGPC o undertake a sole risk venture under paragraph {c)

| Sp—

of thi: Article FI1 shall not extend the exphiation period nor
affect the wrmination of this Agreement as 1 PETROSWEDE.

. 1
"Commercial Discovery”. After discovern of a2 Commercial {
Well, Contract.: shall undertake as part of its exploration |
prograw the appratsal of the discovery hy the drilling of one
or more additional wells to :determine wlether such discovery
is worthy of being developed commercially, taking into con- k

sideration  the recoverablc reserves, production, pipehoe and
termunal facilities required, estlimat:;l crude oil prices, and
all other relevant technical and econmnic factors.

A Commercial Discovery may consist of one produceable
reservoir or & geoup of produceahle resenvotrs which  after i
appraisal = worthy of being developed commercially. Con-
tractor shall moafy EGPC whether or not a dim:;very is
considered by Contractor to be a Commercial Discovery,
Such notice shall be given wathin sixtv {60) days after com-

pletion of the second exploration appraiai well, or twelve
(12) months following the date of discavery of the Comm-
ercial Well, whichever i3 earlier. Conuactor shall also have
the nght to notify EGPC that it has made a Comimercial Dis-
covery if, in its opinion a reservoir or a group of remrvoirs
considered collectively could be worthy of commercal develop-
ment even if the well or wells thexreon are not commercial
wells, withun the definition of Commercial Well

Fnl_lmving reckipt of eather such aotice EGPC amd PET-
ROSWEDE shall meet and review all appropriate data with
a view to mutually agreeing upon the existenice of 2 Comumercial

Discovery. The date of _(.'hmucial Discovery shall be the
date EGPC and Contractor resch agreement thereon,

l
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1f Crude Oil is discovered but is not deemed by Contractor
to be a Commercial Discovery under the abave pmmmm of
this paragraph (c), EGPC shall, one (}) year aficr the expira-
tion of the period specified above within which PETRG-I
SWEDE must give notice of Commercial Discovery, twenty-

four {24) months after the completion of a well which s not

a “Commercial Well”, have the rnight, following sixty (80) days
notice in writing to PETROSWEDE, at its salke cost, risk and
expense, to develop, produce and dispose of all Crude Oil
from the geological feature into which the weil has been
drilled. The notice shall state the specific surface area over-
Iying the geolbogical feature to be deveioped, the wells to be
dnned the production facilities to bt inswafled and EGPC:
estimated cost thereof. "Hithin. sixty {60) days after 'rcﬂ:ipt {
of:hemﬁmcmmmmy,hwﬁ&ng,emmdﬁebpm~
said feature as provided for in the cse of Commercial- Dis-

covery hereunder. Im such event ali rerins of this Agree

ment shall continue to apply to the specified area, |

If Contracior elects nat to develop the said feature, 1h:_|
specific surface area overlving it shall be set aside for sole

visk operations by EGPC. In the event the Operating Com-

pany (provided for in Article V1 hereof} has come into existence,

EGPC shall be entitled to have that Company perform such
operations for it at EGPC's sole oost, risk and expense. When
EGPC has recovered from the Crude Oil produced from the
said speafic area a quantity of Crude Oil equal in_value to
three hundred (300) percent of the costs it has incurred, Con-
tractor shall have the option, but only in the event there has
been 2 separate Commercial Discovery, upon paying EGPC |
one hundred {100) percent of such costs incurred by EGPC,

to share in further development and production of that speci-

*

fic area. Such one hundred {100) percent payment shall be
recovered by Comtractor in accordance with the provisions of
Article V11 hereof from Cost Retovery Crude Oil.  Imimediate-
ly following such payment the specific arca shall becowe a

Developmeat Ares in accordance with paragraph (d) below
and thereafter shall be operated in accordance with the terms
hereof ; howewer, at such time, BGPC may elect to continue
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operating, and the specific area <l remam sec aside andl !

Contractor shall only be esntitled w its production sharing
percentage of the Crude Ol produced therefrom as specified
et Article VI (b) below. - If the specific area heoowwes a Deve-
lopment Area as aforesaid, the development pexiod shall be
deemed to have begun from the date of the fust Commercial
Discovery or the date of the commmencement of the said sok

risk uperation whichever fust ocour.

The sole risk Crude O1l shall e valued in the manner pro-
vided io paragraph (c) of Articie Vi1 In the event of termina-
tion of this Agreement under the provisions of paragraph (b)
ahove, this Agreement shall nevertheless contnue to apply to

EGPC's operation of any sole risk venture hereunder, although

the Agreement shall have beer tenminated with respect w ]

PETROSWEDE pursuant 1o the provisions of the sad parag-
raph (b) sbove. |

(d) There shall be a Development Period whach shall run for twenty,

(20) vears from the date of Cenamercial Discovery, and mav
be renewed for an additional period of-ten. {10} vears at the
option Df PETROSWEDE upon six (6} menths prior w:-'itti:n
notice to EGPC. Following Comimercial Duscovery the extent
of the whole area capable of production shall he 1*Elu£ﬁ;l}~
agreed upon by EGPC and Contractor and be subject tn the
approval of the Minister. Upon his approval, such area automa.
tically become 2 Development Area withour the issuance of

any additional legal instrument or permission.

Development operations thereafter shall he started promptiv
by Operating Company and, unless EGPC and Contractor
apgree otherwise, at least one drilling rig shall he used con-
tinuously untii, in accordance with gnod o field practices
and accepted petroleum enginecnng prlnnplqs, the field i
“considered to be fully developed. Tn the event no com-
mercial production of petrolewm is established in any one of
the blocks in which a Commercial Discovery 5 made within
thirty (30} months from the date of Commercial- Discovery,
such block shall be sureendered,

—— ——

Bl 2 by dae Ssadi LA g, UL o Lall
3,1, j,a.l.:;ij;[,r:.g‘::ﬂruih;ijict;iri 5 A J2ii o
A U [ K PR P PN A BERY A TP H I
£58 ool 47 Al 56 D WT 3L i M
AR ER I S AN RN C g

N PORVIESV IS U IR g R P

ool da Wb Gt eyl g el e ] {;__,

R R TR TLS AN L R L R P
el aae O Sel( L) 5l oy
bl pma ALE DY il el P

s

R |

se 51 o 20 Je sy ¢ iLiYhaAs e Reeeghh
! ' .
o eyt g s ] Ll ol OS5 L

Uy () 3 0k

-

‘éJL- o e {0 ) g e A S O ()

PN EVIR T 4 1S\ W ISP WP, | BN AU
Al g dgpgn gl bl iy (). ) e
LI - Wy _r,rﬂ(*\;‘, 4--1 - q‘:ﬁ’
Al Sllaife JyUkly il o GUW G ol
PRYLEC Je Jaad e ¥ B e i Salill Lkl
W& Akl enai il e 1 ey, oLl bAm 3

""‘--'.#'

. sl AU AT el e 0AF

A e Ll M DM W S T,
S 3 O3 Je Jaldbly gl i g )4
S i Ol 5 astanan 3 o amly i Sl
Lpil) Tkt YT achyili ey JIL o8 s
RO TR EVSUEW W P

g Ui ol 8 Jaill 5\ bl shayey pte P 3

FEVER TS EYRr AT IR T s o ;:;EU-.EH o

dodlog $1 g\l LS éjh‘cf JIR- (1'-)0_'?3‘1
| . el L e



12 VAVE 4 juiansd Y0 3 (2) 55 0 - 2l

\

-—3-:.-4)' b ! \ Y

{e} Contractor shall bear and pav all the costs and expenses in-

cutred in carnrying out all operations under this Agreement
(except sole risk costs and expenses imwcurred by EGPC pur-
suant to Paragraph (¢} above} but such costs and expenses
shall not 1nc1ude interest on investment, and Contractor slull
look only to the Petroleum to which ic is entitled under this
Agreement to recover such costs and expenses.  Such costs 2nd
expenses shall be recoverable as provided in Article VIL
During the term of this Agreement and its renewal the total
production achieved in the conduct of such operations shall
be divided between EGPC and Contractor in accordance with

the provisions of Article VII.

() (1) CONTRACTOR shall be subject tw the laws in foroc from

time to time of the ARE. and tiwe political -subdivisions
thereof which impose taxes on "or measured by income or
profits, inclading those laws imposing the commercal and
industrial proits tax, municipal tax, defense tax and national
security tax om imcome and dividends paid with respect to
shareholders (hereinafter referred w0 as “AR.E. Inomme
Taxes™), and, exoept as otherwise provided in the Agreement,
shall comply with the requirements of such laws with res-
pect to the filing of returns, the assessment of tax, and the
keeping for review by authorized persons of books and
records.

Any ARE " Income Taxes as described above which may
be levied against CONTRACTOR's sharcholders as a result

of CONTRACTOR's activitics under this Agreement shall
be the responsibility of EGPC.

It is expressly agreed and acl nowledged that EGPCs

share of the volume of crude oil as determined under Article |

VTI includes a2 volume of crude oil to meet the CONTRAC-
TOR's ARE.  Income Taxes as describe dabove in this
Paragraph (f) (1)) EGPC agrees that proceeds from such
crude oil volumes will be used to meet CONTRACTOR's
Income Tax hability in ARE. as and when due. EGPC
further agress to use its reasonable efforts to timely pay
such Kabilities. ‘ |

() (2) For the purposes of applying paragragh () (1) of ths

Article, the total taxable income of CONTRACTOR in

rapectufmm}urshﬂl be an amourk calculated a3
follows :

f) The mtal of the sums received by CONTRACTOR
from the sale or other disposition of ali Crude Qil acquared
by CONTRACTOR pursuant te Asticle VII, paragraphs

(2) and (b);
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«) _Tl.v.: costs and expenses of CONTRACGTOR which are
allowed to be recovered in the Tax Year under Parag-
raph (a) of Article V([ ; and ’

#) The value, as deternined in paragraph (c) of Artice
VI, of the excess cost Recovery Crude Oil taken and
separately disposed of by CONTRAGTOR pursuant to
Article VI, paragraph (a) (2) ; PLUS

#) An equal amount o CONTRACTOR's ARE. Incune
Taxes : '

{{} (31 EGPC shall assume, pay and discharge, on behall of CON-
TRACTOR, CONTRACTOR’s AR.E. lnoome Taxes
out of the sums received by EGPC from the sale or othts

disposition of its share of the Crude Oil

1

|

(7} (4) EGPC shall furnish to CONTRACTOR. the proper official |
receipty evidencing the payment of CONTRACTORs ARE.
Tncome Taxes, within one hundred fifty (150) days following 1
the coromencement of the next Icnsﬁing Tax Year. Such
receipt shall be isued by the proper Tax Authonues and |
shall state the amouat and other particulars customoary for
suth receipts.

{¢g) In calealating its' AR.E. Inoome Tax, EGPC shall be entit-
led to deduct royalties paid by EGPC to’ the Government and

4w ARE Inwme Taxes of CONTRACTOR paid by EGPC
‘on "CONTRACTOR's behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITUERES DURING
EXPLORATION PERIOD

{a) Contractor shalt commence exploration operations hereunder
not later than ten (10) months after the effective date. Not
later than the end of the twenty fourth (24th) nionth afeer |
the cffective date, CONTRACTOR shall - start exploration
drilling in the Area, with 3 commitment of driling three (3)

-

wells &mmgmciniﬁal exploration period. EGPC shail make
available for CONTRACTORs use all mismic and other ax-
ploration data in EGPC's possession with respect to the
Area
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(6) The initial exploration pcn}d shall be a period of four (4. .

TSI

Years.

for two (2) additional perivds of two {2) years each upon 2

CONTRACTOR oun extend this exploraton p-crlm' |

ninety (ﬁ]} dl}'i pnur writters nutice to EGPC, subject tv it

fulfilment of it mmlmum exploration obligations for each |
such period.

CONTRACTOR shall spend « minimum of four nillion
and [ve hundred thousaud (1,300,000} U.S. Dollars on ex
ploration operations and acuvites related therete which shall
include the drilling of three (3) wells during the umtal fous
(4 year exploration period. For the first two (2} year period

that CONTRACTOR clects to extend beyond the imitial ex:
plorat;lml period, CONTRACTOR shall ‘spend a minimum of

three millicn and five hundred thousands (3,5(1_1,(11]) .S
Dollars. For the second such period, CONTRACTOR shall
spend a minimum of two million and ﬁ\;t hundred thousand:
(2,500,000) US. Dollass. 1f CONTRACTOR should spend
more than the minimum aiwunt rﬁ;[uiml:l to be expended
during the indtial four (4) vear exploration pcrtud or durinr
any two-vear period thereafter, the excess may be subtmt:t:d
fross the minimum amount of money required to be expended
by CONTRACTOR during uuy succeeding exploration period
or perods as the case mav be.

In case CONTRACTOR Eurre:;dm its exploration oblga-
tions i this‘ Agreement before or at the end of the fourth
{(4th}) vear of the initial exploration period, having expanded
less than the total sum of four million and five hundred
thousand (4,500,000} U.S. Dollars on exploration, or in the
event at the end of ‘the fourth (4th) year CONTRACTOR
has expended less than the said sumn in the Area, an amount

equal to the difference between the said four million and
five hundred thousand (4,500,000) U.S. Dollars and the

amount actually spent on exploration activities shall be paid
by CONTRACTOR to EGPC at the time of surrendering o«
within three (3) months from the end of the fourth (4¢h) year
-~ of the initiaJ exploration period, as the case may be. Any
- expenditure deficiency by CONTRACTOP. for the second
leorl of two (2) years or the third peried of two (2) vears

i
|
|
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shall, similarly, result in a payment by CONTRACTOR to

EGPC of such deficiency.- Provided this Agreement is still in }

force as to CONTRACTOR, CONTRACTOR shali be entit-
led to recover any sach payments as exploration cxpendiure
in the manner provided for under Article VII in the evemt

of development of commercial production.

In case no Commercial Discovery is estzblished by thc.. end
of the eighth (Bth} year, or in case CONTRACTOR surrenders
its expioration obligations under this Agieement prior to thi‘s
ume, EGPC will not bear any of aforesaid expenses spent by
CONTRACTOR. |

(¢) At least three ti3) months prior to the beginming of each
Calendar Year or at such other time a» otherwise mutually
agreed to by EGPC and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Programn and Budget for
the Area setting forth the Exploration operations which CON-
TRACTOR proposes w carry out during such year. Dwring the
Exploraton Period each such Work Program: and Budget
shall be at least sufficient to satisfy CONTRACTOR's mini-
mum expenditure obligation for the pérd it covers, taking
into account any credits for excess expenditure by CONTRAC-
TOR in prior exploration periods. ’

. 4

‘The Exploration Work Program and Budget shail be revie.
wed by 2 joint commutiee t0 be established by EGPC and
CONTRACTOR after the effective date of this Agrécment.
This mq&mx% hereinafter referred to as the " Exploration
Advisory Commttes”, shall consist of six (6) membexs, three
(3} of whom shall be appointed by EGPC and three (3) by CON-
TRACTOR. The Chairman of the Explbrmation Advisory
Commuttee shall be deugnated by EGPC from among the
membess appointed by it. The exploration Advisory Comw-
mittee shall review and give such advice as it deems appro-
priate with respect to the proposed Work Program and Budget.
Following review by the Expbration Advisory Committee,
CONTRACTOR. shall make such revisions as CONTRACTOR
deems approprnate and submit the Exploration Work Pro-
gram and Budget to EGPC for its approval. Fullowing such
approval, it 13 further agreed that :

i) CONTRACTOR shall not substantially revise or modify

the Work Program and Bu;:igot nor m:lucc; the approved bud-

geted expenditure without the approval of EGPC;
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(d) CONTRACTOR shall advance ithe funds necessary 10 pa} for

() CONTRACTOR shail imp].ﬁnmt each approved Exploration

19
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of hife or property, CONTRACTOR may expend such ad- |

deal

i) In the event of ui cImErgeacy mnwvolving danger

ditional unbudgeted ar. s az may be required Io
therewith. Such expenditures shall be comsidered n alt res
pects as exploration expenditure and shall be recovered. pur-
suant to the provisions of Article VII hereof.

all matenials, equipment, supplies, personnel, administraton
and operations pursuant jon Work PFrogram

to the Exploration
"and Budget, and EGPC shall not be responsible to repay any l
of such funds.

!

Work Program in a workmaglike manner consistent with good
" industry pr::c.tlccs To the greatest extent practicable and ap-
propriate, ail geological and gepphysical studics and ary other

studies related to the performance of this Agreement shall be
made in the ARE. CONTRACTOR. shall eatrust the ‘mana-

pement of exploratien operations in the A.RE. to us techmnically |

mpctnnt'Gma'al Manager and Deputy General Manager.
The pames of such Manager and Deputy General Manager

shall, upon appoiniment, be forthwith notifiedrta the Govern-

ment and to EGPC. The Managex and; in his absence, the

Deputy General Manager, chall be entrusted by CONTRAC- l
TOR with sufficient powers to cary out immediately and |
comply with all lawlul written directions given to thea by |
the Governiwent or its representative under the tenns ot this
Agreement or any lawful regulations issued or hereafter to

be issued which are applicable hercunder.

() CONTRACTOR shall supply EGPC within thirty (30) daws
from the end of cach Calendar Quarter with a Statement of ‘

Exploration Activity showing costs incurred by CONTRA-
CTOR. during such {uarter. CONTRACTOR’s records and

necessary supporting documents shall be available for mnspec-
tion by EGPC at any tme during regular . working hours for
three (3) months from the date of receiving each Statement.
Within the said three-month penod EGPC shall advise GOX-
TRACTOR in writing if & considers;

qmatthcmrdnfmismtcmmct,ur ‘

i) that the costs of goods or services supplied are not |
hine with Lht:nmtmatmmllrmkct prices for goods or services
of similar quality supphed on sumhr terias  prevathing at th:;:
time such goods or services were supplied; provided, however,
that pdrc‘hm made aﬁd servioes performed within the AR.E. |

shall be subject 1o Artice XXV,'or . l
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Eii)ﬂn:thcmndiﬁunoiﬂ;ammgrhhfunishcdbymﬂ—

TRACTOR does not rally with their poces, or
in)timtdmmminc:urgeﬂ.mmtmmbly r:quuﬁd for

operatoms.
CONTRACTOR Thall confer with EGPC in connection with

the problem  thus pecsented, and the two parties shall
atmmmrﬂdlaﬁnhmm&mmﬂyﬂﬁ@;mm

If within the threexsonth perlod provided for in this parag-
rapk, BOPC has not advied CONTRACTOR of its objertion
to amy Statement, such Staement shall be considercd as
approved.

1 CONTRACTOR shall supply all funds necessary for its opass-
ﬁummmiﬂ.R.E.mdgthh'Wtﬂifmh'mvﬂtﬂ;k
currency from abroad. CONTRACTOR shall have the nght
WW-WHMWMWMNQI the conver-
sion shall be made at local banks in the AB.E. according to the
official ARE. rate of exchange.

ARTICLE V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

fANDATORY
At the end of the fourth (d¢h) year afes the Effective Date
ereof, CONTRACTOR shall relinquish to the Governmoent a

stal of twenty five (25) pereeut of the origimal Area not then
onvertad to a2 [levelopment Avea.

mmc@dgmmm{ﬁth}ymmmgmgﬁnmmw,
ONTRACTOR shall relinquish an additional tweaty five (23)

ucmtnfgh;qigrimlmamtthmmumdm:wchpmmt-

\rex.

At the end of the toml exphuption period, GONTRAGTOR
erted to a Development Area.

VOLUNTARY

CONTRACTOR may volmtarily duting any period refinquish
all or any part of the Area provided that at the time of such
roluntary relmquishment its financial obligations for exploration
expenditures upder Article IV paragraph &) have been mitisfied
for such period.

latory provisions of ¢he ahove paragraph.

Following Commercial Discovery, EGPC and CONTRACTOR
hall mutually agree upon any arga to be relinquithed thereafeer,
sxcept for the relinquishment provided for above at the end of
he total exploration period
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{a} Upon Commercial Discovery EGPC and CONTRACTOR, shall |

(&)

ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

form in the AR.E. an operating company which shall be
called NATRUN PETROLEUM COMPANY hereinafter re-
ferred w0 as “NATRUN" or “Operating Company™.
NATRUN shall be subject to the laws and regulations in
force in the ARE. to the extent that such Jaws and regula-
tions are not inconsistent with the provisions of this Agree-
ment or the Charter of NATRUN ; provided however, that
NATRUN shall, for the purposes of this Agreement, be ex-

empted from the following laws and regulations as now or
hereafter amendad or substituted -

~— Law No. 80 of 1947 on Exchange Control and its executive
regalations, as amended ;

—tho.?GﬁflgﬂnnCompﬂniﬂ.uuwldui;

— Pressdental Decree No. 1203 of 1961 on Contracts of works
of the Govermment, Public Insttutions and Semi-Govern-

mental Companies, as amended ;

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

— Law No. 60 of 197! on Public Institutions %, and

— Law No. 61 of 1971 on the Staff Regulations of Public
Companes.

The Charter of NATRUN is attached hereto 2s Aonex “D”.

annmm}hpdmmcmacum@m|

covery the Charter shall wake cffect and Operating Company
shall automatically come into existence without any further
procedures.
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{c) Ninety (90) days after the date Operating Company comes mto
existence in accordance with paragraph (b)’ above, 1t shall
prepare 2 Devebpment Work Program and Budget for the
remainder of the Calendar Year in which the Commercial
Discovery is made, and not fater than the fifteenth (iith)
of October of such Year (or such other date as may be agreed
upon} and the fifteenth (15th) of October of each such Year
thercafter {or such other date as nay from time to ume
be agreed wpom) Operating Company shall prepare an annual
Production Schedule, Work Program and Budpet for the
succeeding Calendar Year. The Production Schedule, Work
Program and Budget shall be submitted to the Board of Direc
tors for approval,

{d) Not later than the twentieth (20th) day of each month, Operat
ing Company shall furnish to CONTRACTOR. a written est-.

imate of its total cash requirements, expressed n U.S. w
Hars, for expenditure for the first half and the second half
of the sucereding month, having regard to the approved Bud-
get. Such estimate shall take into consideration aany cash
expected to be on hand at month end.

Payment for the appropriaté period of each month shall be

made in advance 1o the correspondent bank designated in |

paragnph(e}l_;ehwonmcﬁmdaymdﬁfwmth day of the
month, mcpect‘i’vcly, or the next following business day if such
day & not 2 business day.

() Operating Company is authormed to keep at its own disposal
abroad in an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from the said account shall be
used for payment for goads and services acquired abroad and for
transferving 1o 2 local bank in the ARE. the required amounts
in Egyptian Pourds to mset expenditures for operating Company
n connection with its activities under this Agreement

Withén thirty (30) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
contro] authorities of the ARE. 2 statement, duly certified by
nmngniwifnmofzuﬁmdndngthefurﬂsaadimm
that aocount, the disbarseruents made out of that account apd
the balance cutstanding at the end of such Year,
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ARTIGLE VII
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(1) Gost Recovery Crude Ol

Subject © the auditing provisons of this Agreemant, CON-
TRACTOR shak reonver al] costs and cxpenses jrv respect
of all exploration, development and relatod operations under |
this Agreement o the extent and out of forty (40) percent
~ per annum of ali Crude Oil produced and saved from all
Development Arcas herennder and not used in Petroleum |

operations. Suchfh!hﬂﬂiilﬁféﬂfmmfﬂmdm“l

“Clost Recovery Crude Qil”.  Such costs and expenses shall
mmmmwﬂnﬂcﬂﬂlnm

W o2 10 G ) 0 00 2Bl

A

i) All operating expense, and intangible Drijling Gosts
including these acapmulated pnor to Initial Commercial
Production, which for the purposes of this Agreement |
shall mean the date an which the first regular shipment
of Petroleun is made hereunder from the Area, shail be
recoverable in t~ later of the Tax Year in which such
expenses are incurred or the Tax Year in which Initial

i) Exploration Expenditures, mchuding those accumulated
prior to Initial Ceapmercial Productin, shall he recove-
rable at the rate of twenty (20) percent per annum
based on amortization at that rate starting in the later
of the Tax Year in which such expepditures arc incurred
or the Tax Year in which Initial .Commeraal Pro-
ducton COMMENCEsS.

© pear to Initial’ Gomrmercial Production, shall be reco-
mhha;ttmratuo{tm(lﬂ}pumntpuannumbﬂmd

on amoriization at that rate starting in the later of the

Ta:; Year in which such expenditures are mncurred or

the Tax Year in which Initial Cosamercial Production

(awbdiaUy
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i} To the extent that in any Tax Year coats, expenses
or expenditures recoverable in accordance with sub-pa-

ragraphs (i), (ii), and (ii) exceed the value of all Cost |

Recovery Crude Qil for such Tax Year, the excess shall
be carried forward for recovery in the next succesding
Tax Year or Years until fully recovered ; but in no case

after termination of CONTRACTOR's interest in this |

Agresment.

v} For the purposes of this Artick VII :
1. “Intangible Drilking Costs” shall mean all costs, ex-
penses and expenditures incurred during “Explora-

taon™ and “Development” for well drilling and com:-
plkting operations related to items which themselves
~ do not have a Salvage Value, as for example labour,
geological denign, engineering and other technical
assistance, supervision, arnounts paid to dnlling and
other contractors, material and equipment consumed

or lost, pesforating fonnation testing, cementing, well
logging and transportation.

2. “Exploration Expenditures” shall mean all costs and

tangible Drilling Costs™.

3. “Development Expenditures” shall mean all costs
- and expenses for development operations with the

exception of “Operating Expenses” and “Intangible
Dxilling Costs™.

4. “Operating Expenses” shall mean alf costs, expenses
and expenditures made after Iniial Commnercal
Producton operations, which costs, expenses and

. expenditures are not normally deprecable.

) (2) CONTRACTOR shall each year take and separately dis
pose of alf Cost Recovery Crude Oil produced {except as
provided in sub-paragraph (z) (3) below of this Article VI1)
_phisihsharcofdmhahnc:nftthmdtOilu:ﬁpﬂdamd
in paragraph (b) below. To the extent that the value of
the Cost Recovery Crude Oil {as determined in accordance
with paragraph (c) below) exoeeds the costs and cxpenditu-
res, including any carry forward from sub-paragraph {2} {1)
(iv)lhwe,mahhintbatwhr,thcvﬂucofthem

) Gmkmw&iﬂeﬂﬂwmllyhkmandmdu-
posed of by CONTRACTOR shail be paid by CONTRAC:
TGRmEGPGhm:nmmmrﬂfarthhAﬁﬁchIVuf
ﬂmAmJnunngmdmnnd CONTRACTOR shall he

dwmhﬂﬂpur&aﬁmdlcmﬂmtkwthﬂg
Oil,

|

expenses for exploration operations other than “In- |

|
|

|
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Acoduction Sharing
The remaining sixty (60} percent Crude Oil after dedisction of

delivery in kind of a portion of expess cost secovery crude
up to focty (40) percent thercof F.OB. export terminal (or %
other delivery point mutuslly agreed upoa)} for the purpose
of supplying axy of EGPC's sharc of the operating require.
ments of refineries located in the ARE

Cost Recovery Crude Oil shall be taken and disposed of separa-

tely by EGPC and CONTRACTOR in the follywing propor- |

tions.
EGPC — eighty (30) percent |
CONTRACTOR —~ twenty (20) percent

{1) For the pwrposes of determining the value of the quantity

R) I during any Calendar Semester there are no such sales

{

. tracts currently in effect, EGPC and CONTRACTOR shall

of Cost Recovery Crude Oil to which CONTRACTOR is
aﬁihd}umdwdm{ngﬁcﬁwm,thcj
weighted average price realized in freely convertible curren-
cy fromm FOB point of expoct sales by either EGPC or

wmﬂmﬂurdcrauﬂnﬂcﬂilahmcucur-* (=

rently in effect, but excluding Criude Oil sales contracts in-
voh'h’gbanu',“ﬁc}wi'shighcr,wmn-dﬁliamdmm-l
panies during such Scmester shall be used. Jt is under-

stood that in the case of C.LF. sales, appropriate deduc-
tions shall be made for transport and insurance charges to
calculate the F.O.B. point of export price

by EGPC or CONTRACTOR under Crude Oil sales con-

meet and mutually agres upon the price of Crude Oil 1o

bculadindetuminingthcwlmmﬁmﬁdinmb-ml

graph (c} (1) above. Pending such mutual agreement the P

Price used shall be the last price determined pursuant to
sub-paragraph. (c) (1}, or under this meb-paragraph (c} (2),
whichever is later, and appropriate  adjustment will be

made thereto after determination of 3 nyutuaily agreed price
by EGPC and PETROSWEDE.

perating Company shall prepare not less than ninety (90) days

Etudmbcginiﬁng:}fﬂch Calendar Semester following

wpmdm and furnish in writing to CON-

"Epetroklnn that NATRUN estimates can be produced, saved

and EGPC a forecast sesting out the total quantity

.ld transported hereunder during such Calendar Semester in
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accordance with good oil industry practces.  Operating Gomr-
pany shall endeavour to produce each Calendar Semester the
forecast quantity. The Crude Oil shall be run to storage tanks
constructed, maintained and operated according to (ovemment
regulations by Oyperating Company in which sud Grude (Ol
shall be metersd or otherwise measured for royalty and the
other purpases required by this Agreement.

CONTRACTOR shall have the right and the obbgation to
separately take and export currently all of the Crude Onl
to which it is entitled as is detsymined in accordince with
paragraphs {a} and (b} of this Articiz. Subject to payment of
sums due EGPC under Articles VII (3} (2) and IX, CON-
TRACTOR shall have the right to retain abroad all funds
anquimdbyitahmdindtﬂingthnp:wedsfmmt}msk
of its share of Crude Oil exported.

ARTICLE VIII

TITLE TO ASSETS
EGPC- shall become the owner as hereinafter provided in this
paragraph of the following asets owned by CONTRAC-
TOR which are acquired in connection with operations carried
out hereunder by CONTRACTOR or Operating Company in
the ARE -

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

(2) Title to any other fixed asset and to any movable asset
shall be transferred automatically to EGPC as soon as
purchased in the ARE. or landed in ARE.

The book value of the assets created during each Cal-
endar quarter shall be commmirated by CONTRAGTOR
to EGPC or by Opexating Company to EGPC and CON.-

TRACTOR within thirty (30) days of the end of each |

quarter.

During the term of this Agreement and the rencwal persod
CONTRACTOR and Operating Company are entithed to the
full use in the Area, and any other area approved by EGPC,
of all fixed and movable assets. CONTRACTOR and EGPC
shall not dispose of the same except with agreement of the
other. '

mmmmnmy&mlymlportmm ARE, use theren
and{reelycxportattlwmd'nfmchus:anynm;hmﬂynnd
nquwwhxchltuthumhmm;mammhmmﬂ:
good industry practices if the CONTRACTOR determines that
nﬂimﬁmymdaquipnmtmmaryfnrtheeﬂﬁnt
execution of its undertaking under this Contract.
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ARTICLE IX

SIGNATURE AND PRODUCTION BONUSES

(¢} CONTRACTOR shall pay to EGPC as a2 Signature Bonus the
sum of Five Hundred Thousand (300,000) U.S. Dollars on
the Effective Date.

CONTRACTOR shall pay EGPC the sum of One Millon
(1,000,000) U.S. Dollars as 2 Production Bonus when total
average daily production of Crude Oil is sustained at the rate
of Fifty Thousand (50,000) barrels per day for a period of
sixty (60) consecutive days.

(&)

(¢) CONTRACTOR shall alo pay to EGPC the additional sum
of Two Million (2,000000) US. Dollars as a Production
Bonus when total average daily production of Crude Oil is
sustained at the rate of one hundred thousand (100,000} bar-

rels per day for a peciod of sixty (60) consecutive days.

CONTRACTOR shall also pay to EGPC the additional sum
of three Milhon {3,000,000) U.S. Deollars as a2 Production
Botus when total average daly production of Crude Off is
sustained at the rate of Two Hundred Thousand (200,000)
barrels per day for a perwod of sixty (60) consecutive days.

{e} Such aforesaid Signature and Production Bonuses shall neither
be recovered ner amortized by CONTRACTOR.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an Office in the ARE-

The General Manager and in his absence the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient
power to carry out immediately and comply with all local written
directions given %0 him by the Government or its representative
under the termns of this Agreement or any lawfdl regulations is-
sued or hereafter to be istued which are applicable hereunder and
not in conflict with this Agreement.

Subject to the .provisions of Articke XXI (b), all notices 10 CON-
TRACTOR shall be deemed to be validly served which are received
at the office of the General Manager or which are sent to him
by registered mail to CONTRACTOR's office in the ARE.

All notices to EGPC shall be deemed to be validly served which

are received at the office of the Chairman of EGPC or which are
sent to him by registered mail at EGPC's main office in Cairo.
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ARTICLE XI

- "

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(s) Operaung Company shall take all proper measures, according
to generally accepted methods in wse in the oil industry,
prevent bss or waste of Petroleum above oc wnder the ground
dwing drilling, producing, gatheing and  distributing
or storage operations. The Government has the right to pre-
vent any operaton on any well that it might reasonably expect
would result in doss or damage to the well or the oil field.

(5) Upon completion of the drilling of a productive well, Operat-
ing Company shall inform the Government or its representative
of the time when the well will be tested and the production
rate ascartained.

(c) Exocept in instances wheres multiple producing formations in the

same well can only be produced cconomically through a |

angle tubing string. Petroleurn shall not be produced from

WVE e e 10 B () 5,50 06 sl s oy ol

nmltip]cmnuthmughnnt;mingofmbing:tthtmthn:,
except with the poor approval-of the Government or its

representative.

(d) Operating Company zhall record data regarding the quantines
of Petrolenmm and water produced monthly from each Deve-
lopenent Area Such data shall be seat to the Government
or ity representative on the special forms provided for that
purpose within thirty (30) days after it is obtaimed. Daily

urwmklymﬁsﬁureprdingtlnpmdu:ﬁmfmmtﬁem
shall be available at all reasonable tunes for examination by
authorized representatives of the Government

[:)Ihllyd:iﬂingrmdsam:lthegmphicbgsuiwellsmuﬂ
show the quantity and type of censent and the amount of any
other materials used in the well for the purposes of protecting
Petroleum or fresh water-beanag,

Any substantial change of mechapical condition of the
mﬂﬁminmph&nﬁnﬂbcmbjed'mﬂmapmofﬂn
representative of the Government.
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ARTICLE XIil

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operatng Company and their con- |
tractors arl suboontractors engaged in carrying on aperations l

under this Agreement ghall be perniitted o wmport and shall
be exempted from customs duties, with respect to the importa-

_tion of machinery, equipment, velucles, matenals, supplies,

cansumable itams and movable property, when certified by
a responsible representative of EGPC, to be used solely in car-
rying on operations under this Agreement.

-

Each expatriate empioyee of CONTRACTOR, Operatmg Com-
pany and the said contractors and sub-contractors shall be per-
mitted to impost and shall be exempt from all customs duties
with respect to the reascnable importation of household goods,
food articles, items and persoml effects including one auto-

“mobile and sparc parts for same, provided that such propertics

are imported for the sole ux of the employec and hes family

and provided further that no such propexty imported by the
ciaployee shall be resold by him in the AR.E. except i
accordance with Gowernment regulations.

The exemption provided in (a} of this Articke shall not apply
> any imported items, when EGPC copsiders iterns of the
same, or substantially the same kind and quality arc manu-
factured locally and are available for purchase and tmmely
delivery in the ARE. at a price not higher than ten (10)
percent mote than the cost of the mported item before cus-
mms duties, but after transpurtatmn and insurance ocsts have

bcmaddu:l.

@ Any of the items imported in the ARE. either exempt or

mn—mxpt&mmﬁmduﬁﬁ,luﬁwhnpommw
Article may be exported by the mmporting party at any time
u&&m;ﬁrpaymﬁtdmymdutyurimpon

&_dehntmixabhmﬂiﬂ,aquipmmtandgwdsum}ﬁﬁg

Ffmn;opermhmhﬁumdﬂmybemﬂwi&ﬁnﬂmm

provided that the purchasers pay the applicable customs duties,
taxes or imposts if any, except if sold to an affiliated company
of EGPC.
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Material, equipment and goods 0 damaged or used as o be |} Lo Claaldl ._,_;L L‘;ﬂ L.Jlj gy .ﬂ_,ll{ )

non-service-abie and which are clasified by CONTRACTOR | 3514 é:-l\;‘d,hli o, JL-.-)II A

or Openating Company as stxap or junk {any such Company's d | Lia ™yt d g . w"

appraisal being subject to EGPC approval and any such Opera- ‘i&"’lhh‘-"‘d w‘“‘ )h 2 it &

) ) . : ] $ Jamlie 13} daw 34 21 Lol

ting Company appraisal being subject o EGPC and CON | P, - )

TRACTOR approval) may be sob s scrap or junked without | 2% {<hdadlh el 552 & B 13 gty dr g

payment of custom duties, taxes oc brposts. *-:J\_r-;" Jt :‘:S;"' £ C'i': 33 ig_\.:';_ﬁ h,f—" | PP
Ay e g

ln the event of 2 sale under paragraphs {¢) and (0) above, | Ao il )yl )L p ol o o ME Al W G ()
the proceeds from such wmbe shaB be divided in the [nllnwingl J"CJ:‘“ ..uu.,___,jmhj\ &L’" 4:]l~ (j) (,)

manoer : Coatractor shall be entitled to reimbursewent of ] Jﬁi _,,‘__“
~its uarecovered cost, i any, in such material or equipment, | oM L (AIES A ed femt f“" slapd J_,\ﬂdﬁ
and the excess, if any, shall be paid w0 EGPC. | ¢deytc ¢y ke Ld.h;c.h-‘,.)l:.uh.;l\ 1

“Customs Duticy” as used berein shail include alf duties, taxes | 22> 3 u(,_,i Lwsar 3 IS g 17 LT (£
or imposts (except those charges paid to the Government for | 4y all 1, EH ’t..di:\' J_ri-l r_,.-)i + Ll
srvices rendered) which are payable s a rewlt of the im- | (ol obas s del . a2 c.&:_b bl )
portation of the item under cousideration. S Sada ’J*Mﬂfﬂlwéﬁ*%iﬁ

There sball be no Nicence required, and CONTRACTOR and | oaa g alh lil) )2t oed 5o i M, JHlad 5 55 (L)
EGPC shall be exemptnd from any duty, tax, fee oc any other | oy o 0 lolie] or a7 ) Al O A3l

fmancial mpost in respect of the export of Petroleum bhere- Ll-_-rhlul_gf-‘ aJl, U""‘J’ #‘;‘ub—#_"
under. | . . i

At a reanable time prior to lnitial Commercial Production, | &ms il aif oiba iy JsWb el 2B 43 (&)
EGPC and CONTRACTOR. shall .roeet and agree upon a A dﬂ.luﬂ ot LA éi*-'&bﬁif-'.a Jelally
prooedure for scheduling tanker hftings from the agreed upon . \rb&d.\
point of export. .
ARTICLE XIII (35,00 BRI |

QKS OF ACCOUNT — ACCOUNTING AND PAYMENTS Glegdlly Lol — Sbludt 6o

EGPC, CONTRAGTOR and Operating Company shall each | sl Ued Vil 7ty Jylally im0 Kn0s (1)
maintain at ther offices in the AR.E. books of account, kept E’Jde*(C*f-C)&wﬂr%d‘z’lﬁl*fm

in accordance with the Accoumting Procedure in Annex “R” i:g-m CUJ'}“WJJ(l)J’JuL;O::uLf"u‘\'M
‘md?ﬂu.:ptbdacmunﬁngpmﬁim generally used in the pet- NS ¢ J_,;_.nj.n\:,d L?—L“'i"r"!\r:d_}"'“JM‘

- roleum industry, and such other books and mrds‘ as may ,}L‘T Lc-Jo_,ﬂL_})m <Y H_,L;_,Z‘ﬂ}limuﬂ..:'

be mecessary 3 show the wock performed under this Agres- clldjﬂd'ujif%hhhﬂimts.—u
;ment, including the amount and vale of all Petroleun, Ladt

S0y W dhos 5 LW e i 4, »

produced and saved hereunder. CONTRACTOR and :
Operating. Company shall kocp their books of account ard | s W} JUN bepble ke JHo cAbeddl il

. accounting cecords in United States Dollars, Operating Com- r..;j: 3 &v-“i\ el WY _,ll RS 3% n..,.r\..J-\ l‘f.:’
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pmyﬂu]lfumiﬂlmtheﬂomunmtnriurqnmhﬁw,

monthly returns showing the amount of Peuoleum produced
and saved hercunder. Such returns shall be prepared in the
form requred by the Govermument or its representative and
shall be signed by the General Manager or the Deputy General
Manager or a duly desigmted deputy and dehivered to the
Government or its representative within thircy (0} days after.
the end of the month covered in the return.

(5) The books of accounts and other books and records referred w0

above shall be available at all reasopable tiines for inspection
by duly authorized representatives of the Government.

() CONTRACTOR shall submit to EGPC a Profit and Loss

(a}

(&)

Statement for each Calendar year not later than the following
March 13 to show its net profit or foss from petroleum opera-
tions under this Agreement for such Year.

CONTRACTOR shall at the same time submit 2 year end
Balance Sheet for the same Calendar Year to EGPG:

ARTICLE X1V

RECORDS REPORTS AND INSPECTION

CONTRACTOR and Operating Company shall prepare and,
at all times while this Agreement is in force, maintain accurate
and curent rzcords of their opevations in the Area. CON-
T’RACTORan:[ Operating Company shall furnish the Govern-
ment or its representative, in counformity with apphicabls regu-
lations or as the - Government or its representative may

reasonably require, mformation and data concerning their -

operations under this Agreement.

CONTRACTOR. or Operating Company shall save and keep
for a reasonable period of time a representative portion of
cach sample of cores and cuttings taken from drilling wells,
to be disposed of or forwarded to the Government or its rep-

resentative ia the manner directed by the Government. Al
samplies acquired by CONTRACTOR andfor Operating
Company for its own purpose shall be available for inspection
at any reasonable time by the Government or its representa-
tive, Any such smmpiles which OONTRACTOR or Qpera-
ﬁ“BCWP-ﬂThﬂkcptfnrapﬂ'iodnfhwlw(lﬁ)mumhs
without recespt of instructions 10 forward them 1o the Govern-
ment or s representative or elsewhere may be disposed of
by CONTRACTOR or Operating Company at its discretion.
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) Unless otherwise agreed to by EGPC, no rock sample shall

be cxported from the ARE- undess prior to such exportation
a sample equivalent m sze and cquality has been delivered to
EGPC as representative of the Government.

Originalsofrcmrdscananlybeuporwduﬁtht}mpcmissim
of BGPC ; provided, however, that magnetic tapes and any
other data which mustbercemdwmh@dﬂutsidn the
ARE. may be exported if 2 moniter or & comparajﬂlt record

is majntained 10 the ARE and provided thet such exposts
shall be repatriated to ARE. on the understanding that

they belong EGPC.

During the period CONTRACTOR is conducting the explora-
lion operations CONTRACTOR. shalt pesmit EGPC through
. EGPC’s duly authorized representative or emplayee 0 have
]l and complete access O the Arsa at all reasonabie times
with the nght o ohserve the operations beung condycted and

to inspect all assets, records and data kept by CONTRACTOR,
EGPC in exercising 118 rights under the preceding sentrmce

of thiz paragraph (¢} shall ngt intorfere with CONTRACTOR's
operations, CONTRACTOR shall provide EGEC with copics
of any and all data (including but ot limited to, geological

and 'geaphysical reperts, logs and well srveys), information
iation of such data and nformation in GON-

and nterpre
TRACTOR’s possession. All such data and informaton shail
bc étricﬂy mnﬁdmti;ll and s_!laii mot be divulged hy EGPC

. gxcept to affiliated comparnies, of by the Government, withont
the consent of CONTRACTOR while this WE remaing
,fnrthepmpmofnbniningpcwoffm

in force. However

or for thﬁmmofnt}ﬁadjagmlmme Government
may show any other parly geophysikal and geological data
(meagc-ofwmchismtmmugew) with respect to

thatportianﬂfdmﬁ:ealﬁjacmtmtbcﬂmnfmchnm

offer. -

ARTICLE XV

RESPONSIBILITY FOR DAMAGES
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Subject to the provisions of Acticke FVI, CONTRACTOR shall

entirely and solely responsible in Iaw tqwardsy third partics for
e cad by CONTRAGTOR's cxphration opestions | 575, 27 Ao A AELEN Lyl WM o,
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ARTICLE XVl
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the Government shall have
access to the Area and 0 the operations conducted therein.  Such
reprexcotstives may cxamine the books, registers and records of
EGPC, CONTRACTOR and Operating Company and make a
reasonable number of surveys, drawings and tests for the purpose
of enforcing this Agreement. They shall, for such purposes, be
entiticd to make reasonable wee of the machinery and instruments
of CONTRACTOR or Operating Company on the condition that
"no danger or impediment to the operations hereunder shall ansc
directly or indirectly from such wse The Government hereby in-
demnifies and shall reimburse CONTRACTOR or Operating Com-
pany for any loss or damage which may result from any such
| we of the said machinery and instruments. Such representatives
shall be given reasomable assistance by the agents and employees
of CONTRACTOR or Operating Company. GONTRACTOR
or Operating Company shall offer such representatives all privile-
pes and facilities accorded to its own employees in the field and
shall provide them, free of cl:;rge, the use of recasonable office
space and of adequately furnished housing while they are in the
field for the purpose of faciliating the objectives of this Article.

Subject to Article XIV, any and alt information obtanied by the
Govermment or: its representatives hereunder shall be kept con-
fidential with respect 10 the Arca and shall not be disclosed during
the term of this Agreernent without the prior written consent of
the EGPC and CONTRACTOR.

ARTICLE XVII
EMPLOYMENT RIGHT AND TRAINING OF ARAB
REPUBLIC OF EGYFT PERSONNEL

(@) Tt is the desire of EGPC and CONTRACTOR that opcrations

Mbemmhmd in a business-like and efficient manner.

(1) The expatriate administrative, professional and technical
peronnel employed by CONTRACTOR and Operating

Company and their comtractors foc the conduct of the |

operations hereunder, shall be granted residenct as pro-
vided for in Law No. 89 of 1960 as amended and the
work permit for aliens as provided for in the Ministerial
Order No. 9 of 1963 as amended wathout prejudice to

ARE. bws and regulations relating t public policy or
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(b)
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(<)

(2)
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(2) A minimum of twenty five (25) percent of the combined
salanies and wages of the expatriate admimistrative, pro-
fessional and technical personned employed by CONTRAC-
TOR or Operating Company»‘l'ﬂnll be paid monthly in
Egyptian Curency. On final repatriation such personnel
shall have the right to remit abroad in U.S Dollars
or other currencies the unused portion of Egyptian Cur
rency in excess of twenty five (25) percent of their salaries.

CONTRACTOR and Operating Company shall each select
it:qnploym,andddc:mjneﬂwnumber&mrmf,mhtused
for operations hereunder.

CONTRACTOR shall. after consultation with EGPC, prepare
and carry out specialized traming programs for all its A.RE.
mplom engaged in operations heretmder with respect to
applicable aspects of the petroleum industry. CONTRAC
TOR. and Operating Gompany shall undertake to replace
gradually ther non-executive expatriate staffs by quakified
natinals as they are available,

Dtringﬂ;cpcriodwhenGGMR'nmnducﬁng Ex-
ploration pursuzant to this Agreement, CONTRACTOR shall
giveEGPﬂunpbyﬁ:sanappomitthMaMpuﬁci-

pate in CONTRACTOR’s and CONTRACTOR’s affiliate’s |

training programs reiating to exploration and development
operations. Thcnumbcrnfmchunpluymslmﬂbeagmtd
upon by CONTRACTOR and EGPC.

ARTICLE XVIII
LAWS AND REGULATIONS
CONTRACTOR and Operating Comipany shall be bound by
Law No. 66 of 1953 (excluding Article 37 thereof) as amen-

ded by Law No. 85 of 1956, but including the regulations
for the safe and efficient performance of operations camried on

or regulation iswed pursuant therewo shall be contrary to or
inmmmcmidunsdthisﬂgtmt,tmm
shal yprevail

EGPC and Contractor shall be exerupted from all taxes, exonpt
forirmm:spmwdadmﬁrtmlclnpaumph{l}mﬂl
respoct to the extracting, producing, processing, expoeting and
transporting of Petroleum hereunder. CONTRACTOR shall
alw be exempted from any tax on capital.
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. The rights and cbligations of RGPY and CONTRACTOR un-
"der, and for the effective term of this Agreemept shall be
governed. by and in accordance with the provisions of t]:usi
~ Agreement and can only be altersd or amended by the mut-

l—
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~wal agreement of the aid contracting partics.

The cmtracters and sub-contractors of CONTRACTOR and
Openﬁngﬁamwnyslmﬂhemﬁjmtmﬂmmiﬁon:ﬂfthis
Agreement which affect them god they shall also be bound
by all regulations which are duly mssued by the Government
from e W hime

ARTICLE XIX

‘ RIGHT OF REQUISTTION

In case of national emergency dus 40 wir pr fmyminent expecta-
.ﬁonofw#nrhmmlmﬂnﬁmmmaﬂmvmﬁsiﬁm
al or 2 part of the production from the Ares and require
Operating Company to increase such production to the ut-
I possible maﬁmv.un The Government may alsy requisi-
Won the oil fiald jtelf and, ¥ ncoessary, yelampd facilities. ‘

¥

. ng.

il

Tn 2fl cuses, such requisition shall ot be effectsd cxcept after
:pi

tmviting EGPC and CONTRAGTOR. ar their representative by
registered Jotter, with acknowledgement of receipt, to express
thur views with respect to such requisition.

ilhmqlﬁﬁﬁ'}f!ﬂfpmdu:ﬁun shall be cffected by Ministerial
‘Order. Any requisifion of the oil field itself, or any related
facifities shall be effected by a Presidential Decree duly noti- |
tified to EGPC and CONTRACTOR.

&mgmtﬂmrﬂﬁﬁﬁonumuﬁdﬂm&nﬁowm—
Ert shal! indemnify in full EGPC and CONTRACTOR for
3¢ pericd during which the requisition is maintained, in-

i Full payment cach month for all Petrolcum exiracted by

i

. However, any damage resulting from cmemy attack is
Pot within the meaning of this pasagraph (d). Puyment
heseunder shall be rade to OQONTRACTOR in US,
Doflars remittsble abroad The peice paid to CON.
TRACTOR for Petroleum taken shall be ealeulated in
!our&mca with Article VIT paragraph (c).
i
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ARTILE XX (o5 asUi)
r ASSIGNMENT i_ Jy2)

@) Neither EGPC nor CONTRACTOR may asign ta 2 person, |
firma or corporation not party hereto, in whole or in part, any
of its rights, privileges, duties ov ohligations under this Agree-
ment without the prior writien consent of the Government,
ocovidedl, however, that cither FGPC or CONTRACTOR |
shall be free to asign its rights, privileges, duties and obliga- '
tions under this Agreement 10 a whoth-ouwned affiliated com-
pany without the prior wnitten consent of the Government
in any event, the assignee shall be as qualified as the asignor
with respect to its technical and financial competence. |

5) In the event that EGPC or CONTRAGTOR wishes to asign,

in whole or in part, any of its rights, privileges, cduties or
obligations hereunder as aforesaid, the written consent thereto 1
of the Government shall not be arbitrarily withheld. Tni
enable consideration h:.be-givmtnmv,rmqumf?rmch-mm, 1E
the following conditwns must be fulfilled -

!

(1) The obligations of the gssignor deriving from this Agree-
ment must have been duly fulfilled as of the date such |

request is made ; '

(2) The proposed amignee or assignees must produce. reason-
able evidence to the Government of its or their financial
and techmical competence. -

{3) The instrumment of assignment must include pmviﬂun:l
. sating pwecisely that t[-massigmejs bound by all cove-
pants contamed i this Agreement and any modifications or 1
additions in writing that up to such time may have been
made. ‘A draft of such instrument of assignment shail be
submitted to the Government for review and approval |
before being formally execated

(¢) B!uyﬂe:mm and delivered instrument of assignment assign-
g any of the rights, privileges, duties or obligaons hereun-
der of EGPC or CONTRACTOR shall be submitted to the

IG_mum'lcnt within thirty (30) days after the Government
Wﬂ!mpmnt, for registration in its regusters.

IR PRI I 1R NI RS TSR A

e o e G a3 bl o A ;)
56 B A LAURY Ly b L ] gt
3 any ¢ e S o 1K Wiy 00 P T
Gisir oo QR0 33 A0 LU, Al e S
R Ery ISTRREPTRE R YL
e b e LK Mailge Oade JSILUS 0 Wb

TR TERY A TR

O e Jd JA Sl oatd 13 b a ()
;A GUUA S alady el ol dsim e o
st Yab cef il g8 e gk (T
L Ji Vin e SR W11 op i DR R SCA
s g Bl Jo Jya o ol 3 D 2 s
S SN by A e S

o aitt S LA Yaiisl gk 95500 ot = \

L Al e g 3 A 3 e

gt il et g o o —
" RETT T3 S (PRT) S S

Js o goas F ez, S5 ol ot =¥
st T A 4l dj‘-‘-fl} Eﬂ_u:-ﬂ\ oy
e W e Jool a0 by AW i L
Lijy g pie gl y ¢ oA o chla] ARH'ER
e, L) oty Yl 2 S L5

Joilh o) dee i d JHEE Aoney e B @y (1)
e PRk JA PRSP KPR S o ) uo '
Vgl Yo - g S L A8 oA IR
i Wy ¢ St Je RSN Wy £V
L e g

}

(d) An-,'lngnmtmdc purtuant to the provisions of this Article '.Lt o u""'!. RSP u'-"’""' Li!_; JJ":‘ J_,U ‘_F( J)

shall be free of any transfer or related taxes, charges or fees.
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ARTICLE XXI ( Osp2ally Gabld a1

BREACH OF AGREEMENT AND POWER TO CANCEL LAV Al iYL IO

() The Government shall have the right t?hcanocl th:;%;& A el b Aéli'Yt e ol 3 gt LA (1)
ient by oideir or Presiddifitial deciee, with rfespect - T - .
TRAC'FOR, inu:hc followmy nstances : . - """.“Yl !-“_F'Y‘ L!"‘f_).il:"":l w‘_".}& ;‘,‘ _’l
(1) 1f it knowingly has mibmitted iny fabe statements to the | Lo 6 bl 611_.;:,,;.;4[*&;(5 3] ae

Government which were a material consideration for the -

i of this Agt : . aslaty .lnrl_,:l & o8 o Lt UL 3k

(2) If it assigns any intérest Iiérewddér dontraty o the provic | L3W5Ylaim o2e2Ul o bias ,-‘:r-i:“;fd_jt: Wl { 1)
sions bf Adticle XX héreaf ; As o O b ] 3 aa) PR A 1y L,
. Litini

(8) If it is adjudicated bankrupt by a court of Uml:itl;cnti ez 15 ¢ ‘_;,-JaLaF‘;_a..)l__ilJf:Hs}l(r)
" jurisdiction ; | ‘ | PUS VY

] L
() 1 it does not comply vrf".th any ffﬁll_dﬂdﬂﬂn m"d okl i Jao e i gl -"-L;ru:"l( t)
paragrupti {a) hetéundet ; cWleYlas o o 2,

G) 1f it inntonilly exrets any mintral other than Pt | o f SN o sy 330 18 2 i 15 (o)
roleum not authonzed by this Agréeement or without the ey = =t - ’ - - .
authority of the Goverimént except such extractions as bl L3N oda 4 YLedynadh S350 Oola
may be unavordable as the result of operations conducted | w24k :l.”ul “:"l:l“‘"“ Al l-'i?:'q_-_;.v‘. .___.,.‘:_‘ ,;:‘ yl.
heréunider in docbidands with actepied péttolewii Itdiistry iy o-u ‘e . e e
yractice and which shall be molified to the Government | S U3 “h': 3 4pill J el Ly LY adn
or its representative as soon as possble ; or . (_f:f *-'-_j_l f__f"t i.i"' ll'u.!t Lﬂl ..Iu":'*l WL

(6) If it commits any matcrnl becach of this Afreement or Jii:j[;-'jl a1 1-,’_?__1;_]&“1“6;_-’1 13} (1) _
of the provisins of Law No: 66 of 1953, as amended by | - | sl - _ '___-j-"_ .
Law No. 8 of 1956, which do not expressly contadice { A7 r’J ‘-‘J_' » Jall y 40y o1y r’J d,ver:uY
with the provisions of this Agréerrient [ . GleNlie o e el ao oyl M oy 2

Such cancéllation s::u ake plece without prejudis | A OST Gyem sb I | Do IV lim dicsy
;ﬁghstsw‘;‘;? ?YM r:::: pmviﬁomt:i:g::: o AN o oy (D s gy 3 S LSE o
Agreement

(b) 1f the Government docms that ome of the aforemid cawses of | ¢ 1glle bVl WG Ly gl a0t st 13y (<)
ciobellatidn teclts Afd is Hot bxcimbd by fofee dmjeire in ;J.\ﬂlijm?pi@ammL*_ﬁaﬁwm.;“wy
 accondines with Amlele KUIL baref, e Government | o 40 A o i op a2V AN puf 1
v CONTRACTOR sty (B0 s vt s pin | o3 95 Lo (L oy GBS sl 81 5
ally seived v CONTRACTOR's General Matuagic to rémedy | K5 g (4 Jopead eteid Aoyt proseaary _Layt
and femdve such cause, but if for any reasmn such service is | add bin ol OF QLW G e Y 13
irnpossible due f unnotified change of address, publicatioh in | OB k) 1 kY ede s Ol yadll o ‘_..;..le.n...;
the Offitial Jourial of the Goweriufient of much nbtite shall czftﬂl&lﬂ.‘ﬂ LS4 iy PR LRURD I
be considéred 25 valid serviee upon CONTRACTOR. If at | Mf 3 pundl prseasiy SL- Y1 413 &4 By o gyl
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the end of the mid ninety (90) day pé.-.tiud sisch cavse has
not beers reinedied and rémoved; this Agreernment may be can-
celled fotth-with by Order or Presidential Deeret as aforesaid,
provided however, that if such 2 cause or the failure & remedy
of retpove sucit cause results [rom any act or dmisioh of one
party, cancsllation of this Agreement shall be effective only
as against thit pirty and not ax against the other ﬁﬂy_htrﬂn,

In the event of cancellation in scoordance with the provisions
of thiz Article, CONTRACTOR and its personanel shall be

allowed to remové their personal property from the Area |

after settling all claims due w the Government

ARTICLE XXII

FORCE MAJEURE

{a) The non-performahce or delav in peformance by EGPU or

(%)

CONTRACTOR of any obligation under thie &gl‘ﬂ:litﬂt shall
be excused if and to the extent that such non-pesfortnance
or delay is caused by force majure. The pefiod of any
such noo-performance or delav, together with such period as

may be necesary for the resoration of any- damage suffered
during such delay, shall be added to the time given in this

Agreement for the performance of such obligation and for
thic petformance of any obligation dependérit thésett and to

the terin of this Agreement, buf only with respett to the
block or blocks affected.

“Force Majeure”, within the meaning of thie Articke XXII,
thall m:mn_,m ‘order, regulation or dirkctiim of the Gm'un-
ment (or the government of the Kihgdom of Sweden with
respect 8o CONTRACTOR) whether promuigated in the form

of a law or otherwise; of any act of God, iawirrection, tiot, |

Ittikenrmherlahordisturhanm,ﬁm,ibadﬂtnnyuthcr
mmmtdmmthefauhnrneghgmczufEGPCurﬂDﬂTR
hﬂTDR,uﬂwmnuybc whcthernrmtm'hrtnthc

fompihg, provaded that such cause is beyond the reasonable |

control.

Without prejudice to the above and except as may be other-

-wmw&dfmhﬁﬁn,macmmmniWﬂ&m

ponsibility whatsocver t0 EGPC and mm&ﬁlﬁk, or

cither of thein, fot any damage, restriction or k:u-.hﬂns in r

comsequence of any such case of Foarce Majéure l,lhl-m‘it 15
caused by the order, regulations or dlitection of the Govern-
ment. -
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(d)

@

(8)

* connection with the present Agresment shall be finally setried

(€}

()

(e)

et e it mpei et s . y
if the force mlieum event occurs during the imitial explora-
tion period or any extension thereof and conunues in cffect for
a2 period of six (6) months, CONTRACTOR’ shall have the
option upon ninety. (90} days prior written notice to EGPC
o termipate its obligations hereunder without further habifity
nfanykindmd,ifﬂinfm,ﬂngumtyn&hﬁirﬁinl
Annex “U" hereto shall be automatically cancelled and EGPC
shall immediately s potify the Guarantor.

ARTICLE XXill
DISPUTES AND ARBITRATION
other ‘parties with respect to the interpretation, application
or execution of this Agreement, shall be referred to the juris-
diction of the appropaiate ARE. Courts .

Any dispute arising between CONTRACTOR and EGPC in

by arhitration. The arbetration shall be held at Geneva, Swit-
mhndaudmndmdmimdammmthckuhaicm-‘

cthation and Ashitratton of the Intemational Chamber of
Commerce. In the cvent 'of no provisions being made in these
niles m certain cases, the Arhatrators shall establish their own |
procedures.

The arbitration shall be initiated by either party giving notice
to the other party that it elects o refer the dispute to arbitra.
uon and that such party (hereinafter referred to as the First
Party) hat appointed an Arbitrawr who shall be identified in
maid notice. Thé other party I{hm:inafl-:r referred 1o as the ‘
Second party), within fiftcen (15) days, shall notify First party

m writing, wentifyiag the Arbitrator that it has elected.

If the Second party dots not appoint its Arbitrator as Ifote-
said, the First paﬁyﬂnﬂhw:henghtmapplymﬂm(}ourt
of Arbitration of the International Chambher of Cormmerce to
appoint a second arbitcator.  The two arbitrators shall, within
thirty (30} days, seiect 2 third Acbitrator, failing which the
third Arbitrator shal be appointed by the Court of Arbitra-
tion of the Intemational Chamber of Commerce at the request
of either party. _

T

The third arbitrator must be a citizen of a country other
than the ARE or the Kingdom of Sweden and a2 country

_Kingdbmdghdenmd“ﬂnu have no econowiic interest in

the ol business of the ARE. orﬂmegdmufSwedmmr
ﬂwngnlmhum
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() The parties shall extend to the Arhitrator Board all facilines
(including access to the petroleum operations) for obtaining
any information requested for the proper determination of
the dispute. The absence or default of any party to the
arbitration shall not be permitted to prevent or hinder the
arbitration procedure in any or all of its stages.

(g) Pending the decision oc award, the operations or activics
which have given rise to the arbitration need not to be ds-
continued. In the event the decsion or award recognires
that the complamt was justified, provisions may be made
for such reparation as may appropriately be made in favor
of the complainant.

(k) Judgment in the award rendered may Le entered in any court |

having jurisdiction or application may be mnade to such court
for a judicial acceptance of the award and an order of cn-
forcement, as the case may be.

(i} The parties desire that, wherever appropriate decisions and
awards shall specify 2 time for compliance thcrmth.

(i} The provisions of this Agresment relating to arhitration shall
continue in force notwithstanding the terminaton of this
Agrecinent, :

(k) PRINCIPLES OF GOODWILL — The signatories base their

“relations with respect to this Agreement on the principles of
goodwil and good faith. Taking wto account ther d.lffﬂtl'\

nationalities for such arbitration this Agreement shall be grven
effect and shall be interpreted and applied in conformuty
with principles of law common to  the ARE and the

* Kingdon of Sweden and in the absence of such common pnin- |

ciples then in conformity with the principlea of law noemally
recognized by civilized nations in geseral, including those
which have beeen applied by International Tribunals.

~ ARTICLE XXIV
STATUS OF PARTILES

(¢} The nghts, duties, obligations and liabilities in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understcod that this Agree-
ment shall not be construed as constituting an amociation ar

[b}!E‘TRﬂSWEDEdthcnﬂ;jocﬁhtﬁchw:ufﬂtKing&m
of Sweden regarding its legal status or. creation, organization,
“charter and by-laws, shageholding, and ownership. CONT-
RACTOR’s shares of capital which arc entirely held abroad
shall not be negotiable n the ARE, and CONTRACTOR
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 ARTICLE XXV
LOCAL QONTRACTORS ANI) LOCALLY
Mmlif'ﬁ‘armn MATERIAL |
CONTRACTOR, Operating Compiny, a5 the case may be
and, their contractors shall : |

(a) give priority to local contractors as long as their prices and
periprmance are. comparable with international prices and
performance. Subject fo the preceding sentence, CONTRAC-

TOR gnd Dmtiug(hmpa.nyshalibeumlptedfmmlhe
provisions of Presidential Decree No. 1203 of 1961 as am.
ended _ .

(6) give preference to Jocally manufactured materials, equipment,
machinery and consumables so long as their quakity and time
of delivery are cnmpambk to mternationally available mater-
ials, equipment, machinery and consumables. However, such
maternals, equipment, machipery and consumables may be
imported for operations. conducted hereunder if the lecal price
of such jterms at CONTRACTOR's or Operating Company's
operating hase in the ARE. it more than ten (10} perceat
higher. _I_.han the pm:e of such imported items before customs

duties, but after transportation and uurance costs have been |

added.

ARTICLE XXV]
ARABIC TEXT

The Arabic version of this Agreement shall be referred to it con-
struing or nterpreting this Agreement before the courts of the
ARE. In any arbitration pursuant to Article XXIII above be-

tween EGPC and CONTRACTOR, the English version shall also
beuaadm;unsuuenrhltupuﬂthe&gmh

ARTICLE XXVII

. «. The cost and expenses pelated w
exploration and development for producing  non-associated gas
shall be rocovered in accordanes with the ogst recovery principles
shall apply to the

gas 1if sold for
and

wellhead valac of asmciated and non-asociated

not used_ in operations, flared or re-injected. However, my

ARV A% erd \nJ(u-_J)_JJga 8o sl Lt JI 20y |

export outside the ARE. in fiquid -or solid state .
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gas mt- exported outside tl_m ARE. iq Bquid or solid state, or
nutusadhpetmltumopentinmlhallrminthtpmpcnyof . T - '
the ARE. and shall be at the free disposal of EGPC and may be | " Snbe iy ) Ty ) R N I i
ualized by EGPC at its sole cost and risk but EGPC shall not | fbaiey Lol e, Wi Joaabiazd U 0, L o paicd,

be liable for payment 1o CONTRACTOR for any costs or expen- WS PR B < d_,w'e,f ob 2l .l Qs Y
w3 rospecting any past operatiens of GONTRACTOR related to Co '

(Ee-T)et o oY 8 o1 b clls oy i sty

- - i Tl il (8L 1T oy
ARTICLE XXVIII | {O:_piu“_;lz-l:l;;l_ﬂ)
GENERAL C_'.:l;.a"P

The headings or titles to cach of the Articles o this Agreement -t _ _ /
are intended solely to facilitate reference and shall not be used J“"J “:"t".jll-"l--‘-ﬂ,?‘ Lrl-‘hﬁﬁf_'l]q‘;hﬂ b Zerl

with respect to the interpretation or construction thereof _ Jl_yul-l-‘._hjl-' -’T"‘:'""E 1:".?"‘-"'&1.}*-‘:*51? LJi f_'__?"'_;“

ARTICLE XXIX {0 pall g dnat 55001 Y

APPROVAL OF THE ARE GOVERNMENT YU (g, )35 5

Thhhgmqmntshﬂmr-bpbinding ypop any of the partpes e noy . o . : _'
hereto unless and until 2 law is jssued by the competent authoi- | § ] o “u" 'I"I" l"'l-'l'i o Th | "":'l"‘ ?wm o=l U.Qﬁ.y
ties of the ARE. authorizing the Minister of Petroleumn 1o sign % R R T I W ey
the Agreement and giving it full force and effect of law notwith- | "}FC",:' Jos: 7 d”% (&.'r"’-}" 1l TL

standing any countervailing governmental enactment, and the ‘5.]' F JL'““U‘”‘: p;]_;l u;ljll iﬁ&h’%ﬁj @EY] aln
Agrcﬂnmtissignedbythcl?omgm:mt,EGPﬂde{) N

ToR . - Jylaly 15l L_,i;-l.\e;,_; .L.,F,i_.s._;l&,_,.ﬁ,,ef;i
ARAB REPUBLIC OF EGYPT . .
| | | Lol pap %y 54
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EGYPTIAN GENERAL PE'IROLEUM_ CORPORATION ] ”j U5, pali i
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ANNEX “A”
PETROLEUM AGREEMENT
BETWEEN
AR.E, EGPC AND PETROSWEDE
IN NATRUN AREA
BOUNDARY DESCRIPTION

Aunex “B” is 2 map on the scale of 1 : 1,000,000 including the

Area covered and affected by thit Agreement and described as |

follows :

It is composed of, all or part of, forty two (42) Exploration
Blocks, cach of which is six ¢6) minutes laticude by six {(6) minutes
bngit!ldc, approximating one hundred (100) kms®.

This Area is bounded by a line which comrmences at pﬁmt .
on land of the ARE. Western Desert at

Lat W 4 W North and

Long. 3 06" 00" East
thence due cast a.h:g"lat 30 48’ 00" North, tli its intersection.
with the western bank of Racetta Branch of the River Nile, to point
“2"; thenee south eastexly along the western side of Rosetta Branch
of the River Nile to point “3”, which is the intersection of the
said western bank of Rosetta Branch with :

Lat W 2 o North
thence due west to pomt “47 at
- Lat XN 2¢ 00" North and
Long. 3000 2 00 East

thence due south to point “5” at :

Yat 29" 44 0w North and

Lons. ¢ 2 00 East
thence duc west to point “6” at

Lat. 29+ & 00 North and

Long. v 127 W Fast
thence due north to point “p gt

Lat. 30 24 o North and

Long. ¥ 177 W East
thenoe due west to point 38" at :

Lat W 24 o Nﬂrﬂll and

Long, ¥ 0 00 East

}

thence due north to point “I”, which is the point of the beginsing,.
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ANNEX "B* N .
- PETROLEUM AGREEMENT \b‘———"""""

BETWEEN
A. R. E.
.
E.G.P.C.
& i
PETROSWEDE

'Scd_ln 11,000,000

within forty hin_ (42) Exploration Blocks |
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LETTER OF OUARANTY o Gilles o
CAIRO 197 vay o g
LETTER OF GUARANTY NO. s ol ol
EGYPTIAN GENERAL PETROLEUM CORPORATION Jard Wl B pallinepid

Gentiemen :
Theundﬂ'ﬁgmd,ﬂzﬁnmlﬂankoiﬂgypt,cdm,as(}mm
wmmwmm@n&mmcom
(ba:maftﬂrcfmodmuEGPG)mﬂwhmtdFuurHﬂm
Five Hundred Thousand (450000} US. Dollans curency the
pecformance by PETROSWEDE AKTIEBOLAG (heréinafter refer-
wd o as OONTRACIOR) of its obligations required foc
exploration opnaﬁqqqmmd:minimmnofl?pur Million Five
Hundred Thousand (4,500,000) US. Dollars during the mutial
four (4) md the exploration period under Article IV of that
certain Concession Agreement (bercinafter referred to as the Agree-
ment] covering that Arca deseribed iu Annexes “A™ and “B” of
said Agreement, by and hetween the Arab Republic of Egypt (he-
rcinafter referred 0 as A.RE), EGPC and CONTRACTOR dated.

AP A P VR T Ry e
&L:’LFJIJL"J)J)J-“#UL#JL“L#)LL.G‘PEM
on Y20l (¢ Yo ) oy 4-)&1.:_,4-6(:._.-_;11.
W Ll bty Y degmaie S e ol AR AWl LY
A Gl Ll DU s e TR WA PR
Syl il WY S SN o JYe ek (¢ %)
Jo aa( M gzt c..nllmgdmuirﬂ(g)ﬁﬂldjlr
it s (> BEL RPN ECEPS
o spel) BUEW B % 7 8 47 ol u}..Ju
Sty s - C.:,gwuu ) e g pae oy
—3

It 25 understood that this Guaraoty apd the liability of the Guaran-
or hereunder shall be redued quaiterly, during the period of
expendipure of said Four Million Five Hundred Thousand {4,500,000)
U.S. Dollars by the amount of money expended by CONTRAC-
TOR for such exploration operations during each such quarter.
Eachmchmdmtinnshallhgmhﬁh&dbyﬂlcjoint written
staterment of mmwmﬂmm
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In the event of a chim by EGIC of von-performance or sur-
reader of the Agreoment on G pact of CONTRAGTOR pior
to the fulfillment of mid mistnum expenditere obligation under
Artide ¥V of this Agterment there sl be no liability on the

igned Guarantor for papsent v EGPC unless and unti
such if bas been evablished by writien statement of EGPC
setting forth the amouat .due under the Agveement,

It is further condition of this letter of Guaranty that :

{1) This letter of Guapamly wjll become available caly pro-
writing by CONTRAGTOR and EGPC that the Agrec
ment between CONTRACTOR, ARE. and EGPC has
meamdmghmmandnu{Gmuq
shall become cﬁmmmeﬂfmﬂnteofg.d
Agreement.



{2) This lerter of Guaranty shall in any event, automatically

expire

) Four (4) years and six {6) months after the date it
becnwes elfective, or

b) at such tune as the totzl of the amounts shown on
quarterly oint statements of EGPC and CONTRAC-
TOR equals or exceeds . the amount of sad mim-
mum expenditure obligation, whichever 15 earher.

(3) Consequently, any claim in respect thereo! should be made
to the Guarantor prior o either of said expiration date
at the lamest accompanied by EGPC's writien statement,
etting forth the amount of under expenditure by CON-
TRACTOR 1o the effect that -

a} Contractur has failed to perform its  expenditure
obligations referred to in tus Guaranty, and _

b} has fased to pay the expenditure deficiency to EGPC.

We declare that on issuing this Guaranty we did oot exceed
the Bamit of total guaranties which we are entitied o issue as per
Ministry of Economic’s’ letter No. clated

A

Phease return o us this letter of guaranty in the event it does
not become cffective, or upon the expiry date.

" Yours. faithfully, | l
| FOR THE NATIONAL BANK OF EGYPT
ACCOUNTANT MANAGER -~ -
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CHARTER OF b i -
NATRUN PETROLEUM COMPANY o )
| | O dy e D
ARTICLE 1 ‘
((,1 _j'ﬂ s )

Ahhtﬂndmpanyhﬁngmcmﬂmﬁtydwm
chubﬁcongyptﬂm&naft:rrdumdmasdn"M“)m
be formed with the wuthocization of the Government of the
ARE in accordance with the provisions of the Agreement
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| ARTICLE I
The name of the Company is “NATRUN PETROLEUM - . N -
COMPANY" abbreviated as “NATRUN”. ;167 Lazsd e 3l 5 300 o gy r.l
ARTICLE 101 (m\:]\ I:'L_.U)
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e Head Office of NATRUN shali be in Cairo in the ARE.

ARTICLE IV

The object of NATRUN is to act as the agency through which
the Egyptisn General Petrofeum Corporation (bereinafter refer-
red to as “BGPC"*) and PETROSWEDE carry out and oonduct
the development cperatioms reguired in accordance with  the
prmﬁumdhﬂmMAmmtﬁgnndmﬂm :

by the ARE., EGPC and PETROSWEDE

NATRUN shall alsd be the agency to carry out and conduct |
whﬁﬁm_wmﬂwthm&wnm
or commercial devclopability pummnt to Work Programs and
Budgets approved in acoordsnce with the Agreement

iN.’i’I’IlUI'Jshallkeupamug.mtufalionpt:,mpumsandm- + .
nenditures for all the aforessid operations under the tems of | - \udly oy palls IR BB VL Dyl ¥ el
th t and Annex YE” thereto, | | - ;
c Agroemen _ u&“}w,ﬂ&&b@wirmﬁamm id
\
NATRUN shall not engmge in any busipess or undextske anmy
activity other than the performance of the various operations
aforesaid '
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T, bk ol



45

\AvE A and V0 B {0) 55 00 A LT 3y oW

ARTIGLE v

The authorized capital of NATRUN 1 Twenty Thousand
Pounds Egyptian {L.E.20,000) divided into Five Thousand (3000}

shares of common stock with a value of Four Pounds Egyptian
(L.LE.4) per share. Bach share shall have equal voting rights
and shall be fully paid uwp and nop-assessable.

EGPC and PETROSWEDE shall each pay for, hold and own,
throughout the life of NATRUN one half (1/2) of the capital
stock of NATRUN; provided, however, that in the event either
party or its successors and assigns should transfer or assign any
of its urthlﬁrﬂgilt, title and. interest in the entirety of the Agree-
ment, such party {or its successors and assigns) moust abo trans-
fer to the transferees or assipnees a stock interest m NATRUN
equal to the tranderred or mgmd percentage of ownership in-
terest in the entirety of the Agreement.

ARTICLE VI

NATRUN shall not have any right, ttle, interest o estate in

or under the Agreement or in any Dewelopment Area created
thereunder or in any of the Petroleum produced from any ex-

" ploration block or Development Area thereunder or in any of thel
assets, equipment or other property obtained or used in con-
nection therewith, and shall not be obhgated as a principal for
the finanang ar pc:'furnﬂnc: of any of the duties or obligations
of either EGI;C or PETROSWEDE under the< Agreement |

NATRUN :lull noE\\rnnkﬂ any profit from any source whatever, |

ARTICLE VII

N.ATRUHd;HbchomﬂuumagmlforEGPC and
PETROSWEDE. © Whenever it is indicated in the Agreement

that NATRUN shali decide, take action or make a proposal and
the like, it 35 understood that such dedsion or judgement is the
result of the decision or judgement of PETROSWEDE, or EGPC
and PETROSWEDE, as may bé required by the Agreement

ARTICLE VIII

NATRUN shall have a Board of Directors consisting of eght
(B)mmbe:s,four (4) of whom shall be designated by EGPC
and the other four (#) by PETROSWEDE. The Chairman shall
be demgnated by EGPCG and shall be aMnmgngn'amr
PETROSWEDE shall designate the General Mlmger, who shall-
also be a Managing Director.
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ARTICLE IX

Meetings of the Board of Dircctors shal be valid if 1 majo-
rity of the Dirdctors are prescnt or representéd by proxy, and
any decisioh taken at such meetings must have the affifmative
vote of sikx (6) or more of the Diréctors. Any Direcior mav he
represented and vote by proxy held by anather Director.

ARTICLE X |

General mectings of the sharcholders ahal[hcvﬂidiflmﬁ-l

rity of the capital stock of_NﬁTIiUN i represented  thereat.

Ahy Hecisions taken at such mestings must Have the Afflemative

vote shareholders owning or rq)rﬂcntmg a majority of the capi-
tal stock

ARTICLE XI
The Board of Directors shall approve the regulations covering
the terrhs md:mﬁmphymﬂmep&mdmﬂam

employed directly by NATRUN aﬁd not aslighed théréto hy
PETROSWEDE or EGPC. :

The Bowrd shall, in dic codrss, diaw up the Bylaws of
NATRUN and such by-Laws shall be effective upon being ap-
proved by a General Meeting of the Shareholders, in accordance '
with the provisions of Article X hereof.

ARTICLE XII

NATRUN shall come into existence within thuty (30) days
after the date of Commercial Discovery as provided for in the

Agrecment.
The duration of NATRUN shall be for a period equal w0 the
duration of the Agreement.
‘Iﬂ'I'ﬁUNslﬁllhewﬁundupandliquidatedifﬂnAgme—
ment is terminated for any rezson as provided therein

EGYPTIAN GENERAL l’[ETRDLEUM GCORPORATION
BY -
PETROSWEDE AKTIEBOLAG

BY :
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ANNEX “p» (.A)JAH

ACOOUNTING PRUOCEDURE G’l’ﬂ f“&.‘ll
ARTICLE 1 H (Js¥ skl
CENBRAL PROVISIONS Zils {.E‘J
1.  Definitions : b Gl 4 — g
,A]- “Agroement” shall mean the Concession Agreement of e LYY ;L‘;‘“ﬂ\ i:."-""‘ bla “3ilaYl “(t)

- which this Anhex is a part

B) “Non-Operator” shalt refer to any party to the Agreement | +£ i‘iil'\‘n*udil’ti"dl-{jﬂ@l:‘*‘“l [""Lih-f,":'”(-:-’) |
© which at amy Eiven fime if not opérating. 34 Gy ool 3 Sy
C) Thé d&Ghitions contained 1n Article I of the Agreement | ; ] .L ey
shall apply to this Accbuniting Prodeduse. Jo 23 o (3 ) By ikl g aalyll Sle a3 ()

2. Seatéinis of Activity :

A) WMR or Operdting Uémpany, as th® case
may be, shall render to Non-Opefator within thirty e -
(30) days of the end of each Clakadar (uarter 2 Sta- | ¢ d‘f-mwi@wli*‘wfﬁ“:‘d;m‘f%(!)
‘teihent of Edplofition Activity reflecting all charges Ji:l,: gab,,‘(f.]g_::&d;l;a_:.wl._fwhﬁ
afdd eedits réabéd rgthé Efp!mm‘ oﬁtrahuﬁs for | ) Jxmj;g‘ug._wkuﬁugﬁﬁt,w
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e co thereof B o = _

B) Opamting Goupuoy dhl redes ® BGFG and CON % J% dgal g UuJLuux N i ()
TRAGTOR witkin thixty () days of ihe enc o IR W NI LR L

woith i Smaternéiit of Developinént Activity reflecting
all charges and credits related to the development ope- | il A Sollen Lol Dbl y 20 :,J‘ uk

raticns for that month summarized by appropriate kﬁn};'hﬁbdp&rj;“#wm,fal\
- classificatiots - indieative of the natire thereof except l-ﬂl}u-\l\yﬂ_;h_,.hﬁts-!dlﬁ_,ﬂ -‘-yﬂ‘ﬁ
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A) Each Staement of Exploration Activity shall conclu- _ i
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\ll Statements of Development Activity for any Calendar
Year shall conclusively he presumed to he true and cer
rect after twenty-four (24) months following the end

of any such Year unless withm the said twenty-faur
(24) ‘month period EGPC or CONTRACTOR takes
written exception thereto. Pending expiration of the
said twentydour (24) months, EGPC or CONTRACTOR
or both of them shall have the right to audit Operating ]
Company accounts, records and supporting docunwents
for such yeac in the same manner as provided in Arfick

IV {) of the Agrdement.
rency Exchange :

ONTRACTOR's books for Exploration and Operating
npanys books for development and for exploraton, if
, shall be kept in the ARE., and all acoounts shall be
ressed in 1185, Dollars. Al US. Dollar expenditures
i be charged in the amount expended. Al! Egyptian

md expenditures shall be translated to US. Dollars at
official buying rate of exchange isued by the Central
ik of Egvpt on the hirst day of each mwnth in which

enditures are recorded, and all other nonU.S. Dollar
enditures shall be transated w U.S. Dollars at the open-

: buying rate of exchange for such curreicy as quoted by
tonal Westminster Bank Limuted, Londoa at 10 : 30 an.

M.T.,, on the fult day of each momth in whid
senditures are recorded. A record shall be Lept of the

change rates used. in translating Egyptian Pounds or othér
n-1J.5. Dollar expenditures to Dollars.

rcedence of Documents :

In .the event of any inconsistency or conflict hetween the
ovisons of this Accounting Procedure and the provisions

the Agreement, then the provisions of the Agrcement shall

EVRIL.

vision of Acconnting Procedure :

This - Acoounting Procedure may be revised by munaal igrm-
et between EGPC and CONTRACTOR froen time to time in
e hght of futwre arrangement.

» CM:; f_nr fﬂmﬂ oOn Innaﬂr;lﬂlt :

Interest on Investment shall not at aAnviime l;n-. chnr;cd
wable cost under the Agresment.
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ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agrement, CONTRACTOR shali

alone bear and, directly or through Operating Company, pay the
following costs and expenses, which costs and expenses shall be
classified and treated in accordance with Article VII of the Agree-

ment *

1. Swrjace Rights :
All direct cost attributable to the acquisition, renewal relin-
quishment of surface rights acquired and mamtzined in force
for the Area

2. Labor :

A) Salaries and wages of CONTRACTUOR's and Operating Com-
pany’s employees directly engaged in the various activities

under the Agreement, including salaries and wages paid to

geological and other employecs who are wemparanly assigned
to and employed in such actvities.

B) Cost-of-living and housing allowances, and other customary
allowances applicable to salaries and wages of expatnate
employces chargeable wnder sub-paragraph 2. A, paragraph 9
and sub-paragraphs 11.A and 11.C of this Article II, and paid
bonuses, overtime, and other customary allowances applicable
to salaries and wapes of national employees chargeable there-
vader.

C) E:pmdimwnqnuﬂ:uﬁammdcpmmmtmhwnrml
mmtshnpoﬁbygwm;mtauthmitywhifhmappﬁnhh
to the cost of salaries and wages provided for under sub-

paragraphs 2.A. and 2.B, paragraph 9, and sub-paragraphs
11.A and 1LC of this Article IL

3. Employec Benefus :
Cost of established plans for employess® group life msurance,
hospitalization, pension, retirement, stock purchase, thrift, and
other benefits of a like nature which are applicable to the cost
dnh:ﬁmdmpomepbmmdformhmﬂ
mhmnﬂﬁwiddﬁrwdﬂmb-mnphzﬁ.ﬁm-
graph 9, and subsparagraphs 11.A and 11.C of this Article IL
Severance pay shall be charged at 2 fixed rate applied w0 pay-
rolls and shall equal an amount equvalent to the maxirman
wﬂwwmpamﬁmﬁmmth&m
Labowr, Law. .
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4. Material : ._:,,L‘ll -— ¢

MLaterial, equipment and supplies purchased or furnished by J
CONTRACTOR or Operating Company.

A) Purchasesr -

Material, equipment and supplies purchased shall be char-
ged at the price paid by CONTRACTOR or Operating
Company after deduction of all discounts actually received.

B} Muaierial Furniched by CONTRACTOR :

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may fur-
nish such material from CONTRACTOR's affiliates’ stocks i

outside the A R.E. under the following conditions :

(1) New Material {Condition “A”) l
New material transferred from CONTRACTOR's affzli-
ates warchouses or other properties shall be priced at
cost, provided that the cost of material supplied 15 no
higher than the international prices for material of amilar

quality supplied on similar terms prevailing at the time
such material was supplied

(2" [Used Material (Condition “B” and “C7)

a} Material which is in sound and serviceable condition i
and )5 suitable for re-use without reconditioning shall l
be classed as Condition “B"” and priced at seventy-

five (75) percent of the price of new material

#}) Material which cannot be clasufied as Condition “B”
hut is serviceable for its original function although
unsuitable for reconditiomng, shall be classed as Con-

dition “C" and priced at fifty (50) percent of the |
price of new matertal

|
¢} Material which cannot be classified as Condition “B"
or Condition “C" shall be priced at a value commen- J
surate with its use.

d) Tanks, buildings and other equiprment inwolving erec-

tion costs shall be charged at applicable percentape
of knocked-down new price.

C) Warranty of Materials Furnihed by PETROSWEDE
CONTRACTOR does not warrant the material furnished

heyvond or back of the dealer’s or manufacturer’s guaranty;

and in case of defective material, credit shaill not be recorded
until adjustment has been received by CONTRACTOR. from
mastufachurers or their agents.
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3 Transportation :

The cost of transporting employees, equipment, materials and
supplies necessary for or ancillary to the toduct of aperations.

Employee transportation costs shall to the extent covered by
established pohicy of CONTRACTOR or (perating Company,
include travel expenses for employess and their families to and
frain the employee’s point of origin at the time of employment,
at ume of separation and for vacations, and travelling expenses
for ernployees and their families incurred as a result of wansfer
from one location to another. Transportation costs for emp-

loyees and their families from AR.E. to another location than
ther point of origin shall not be charged w AR.E. aperations.

B. Services -

A. The cost of consultants, contract services and utilities procu-
red from third parties and not provided for in the following

sub-paragraph.

B. Cost of services performed by EGPC or by CONTRACTOR
or thew affihated Companics inside or outside the ﬁ.R.E.
Regular, recurring, routine services, such as mterpreting
magneuc tapes and/or other analysis, shall be performed and

~ charged by EGPC andjor CONTRACTOR or their Affil-
ated Companies at an agreed price. Major Pprojects involv-
ing engineering and design services shall be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies
at a negotiated contract amount.  Use of EGPC's, CONTRA-
CTOR’s or their Affiliated Companies’ whelly owned equi-
pment shall be charpged at a rental rate commensurate with
the cost of ownership and operation, but not in excess of
mmpe};itiw rates currently prevaifing in the ARE. For
exploration, CONTRACTTOR’s and its Affiliated Companics
rates shall not include admipistrative overhead costs

7. Demages and Lossas :

All costs or expenses necessary to replace or repair material
equipment and supplies damaged or Jost by fire, flood, storm,

theft, accident or any other cause not controilable by CONTRA-
CTOR or Operating Company through the exercise of reason-
able diligence. CONTRACTOR or Operating Company, as
the case may be, shall furnish Non-Operators written notice
of damage or loss incurred in of Ten Thousand (10,000)

U.S. Dollars per occwrrence as soon as practicable after it has
received knowledge thereof.
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8.

9.

10,

Insurance and Claims -

The cost of such pulilic Lability, property damage and other
insurance against labilities of CONTRACTOR, Operzting
Company and/or the parties or any ol them to their employees
and/or outsiders as may be required by the laws, rules and
regulations of the Government or as the parties may agree

upon. The amount of any claim paid by the insurer shall be

" credited against operations.  1f no insurance is carried for a
particular risk, CONTRACTOR shall bear all related acrual

expenditures incurred and paid by CONTRACTOR or Opera-

ting Company in seulement of any and all loses, dmms,
damages, judgements, and any other expenses, including legal

SEIVICES.

indirect Expense :

Camp overhead and facilities such as shore base warehouse,
water systems, road systemns, salaries and expense of field super-
visory personnel, field clerks, assistants, and other general
cmplioyees indirectiy serving the Area,

Legal Expenser :

All costs and expenses of lingation and of legal services
otherwise necessary or expedient for the protection of the Area

and of the parties’ interest therein, including attorney's fees
and expenses as hereinafter provided, rogether with the cost

of all judgements obtained against the parties or any of them
on account of the operations under the Agreement, and actual
expenses incurred by any party or parties hereto in secunng
evidence for the purpose of defending agrinst any action or
claim prosecuted or urged against the operations or the subject
rﬂﬂtttl: of the Agreement. In the
rendered in connection with the foregoing by the legal staif
of any of the partics hercto, 2 charge commensurate with the

cost of providing and furmishing such services may be made to
Operations.

évenl any services are

il. Admamistratige Ouverhead and Gensral Expense :

A) While CONTRACTOR's conducting exploration activities
the cost of saffing and maintaining CONTRACTOR's
head office in the AR.E. and/or other officcs establishing in
the ARE. other than field offices which shall be charged
as provided m Art'cle II, paragraph 9 above, and excepting
salaries of employees of CONTRACTOR. who are tempora-
rily assigned to and directly serving the Area, which shal
be charged as provided in Article 11, paragraph 2 above.
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B) CONTRACTOR's administrative overhead cutside the ARE. | ik~ J( F ot - e D Al e, el ()

applicable  the ARE. explocation operation, which shall
be charged each month at the rate of five {5) percent of
total exploration expenditure while CONTRACTOR is con-
ducting exploration activities and at the rate of two and
one half (2 1/2) percent of total exploration expenditure
while Operating Company is conducting exploration activi-
Ges. No other dirert charges a3 such for CONTRACTOR's
administrative overhead outside the AR.E. shall be applied
against the exploration obligation. Examples of the type of
- costs CONTRACTOR. may charge hereunder due to activities
under the Agreement and covered by saxd percentage are :

!

: Time of executive officers.

(1) Excecutive
(2) Treasury . Financial and exchange probiems.
3) Purchasing : Procuring materials, equiptnent &

supplies

(4) Exploration and : Directing, advising and controling

(5) Other departments such as legal, comptrollers and eng:-
mgvﬂuchmnmbu:etme,kmwhdgcnndﬂpumnm

to the operaton.
'Ihefmdoqmtpmdudcchrﬂgfnrdimum
* under sub-paragraph 6.B of this Article 1.

C}Wh:hﬂpuatmgﬂumpznvmmndu:tmgmﬂpﬂm

ting Company’s penonnclmpgedmgemﬂdumﬂmd
ofﬁmmhwnmm:utnnemnpml

lyq:mtmthammnfﬁcamdmtmd:eﬁﬂd,mdall*

croployees generally considered as general and admmst
rative and not charged to other types of expense, shall be
charged to operatons

Such expenses shall be allocated each month between
e;phaﬁonanddembpmmtopuaﬁmmdingm:mmd
andpnctiﬂbhammtingmethods.

12. Taxes :
Anumdmiuurlcviﬁpaidhth:mwcﬂm.
RACTOR or Operating Company with respect to the Agree-
ment other than those covered by paragraph (f) (1) of
Article 111 thereof.
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13. Continuing CONTRACTOR Costs : ;5 anadl LU NS —

Costs of CONTRACTOR's activities required under the
Agreement and incurred  exclusively in the ARE. after _ .
Opeérating Company is formed. No sales expense incurred 237 1. = U s "S'"'JI PN A h‘_.-..::- 533 e

outside the A JRE. may be recovered as a cost. G 'L,-i Ll‘p(f[' - )EJL‘.. P \';JI‘_-_JL‘:H ol PRSP Y
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14, QOther Expendutures : oS Y2

1

Any costs, expenses or expenditures, other than those which . ) ' ¢ .
. L o BN e kT by ey BT G

are covered and dealt with by the foregoing provisions ol ""“r L A o e S . -

this ‘Article LI, incurred py CONTRACTOR or Operating | AWl 0,1 Jlalt Gl 6 o6 ¢ oW ol sls 3 alie

Company under approved Work Program and Budgets. . sdanadl UM 3 LL*,J'; é‘i Rt .._'._U...JL
ARTICLE III ( w5
INVENTORIES s, 4|

I, Penodic Inventories, Notice and Representaton :

L-l:ﬁ‘j[’ Ju-‘”:“\ﬂ; J.J..'-“ﬂ -ﬁ,~;'71 — A\

At reasonable intervals agreed upon by EGPC and CON- }. _ ,

: - L:_-.. I - ;L‘ I e a2
TRACTOR, inventories shall be taken by Operating Com- A Je uMJL e\l 'SJ 2K *’J‘r - e "'
pany of the optrations materials, which shall include all C" J_;J" J*-’_: Joldlly gl 4l 1o - L e r-1l- 4 --L-
such matenai, physical assets and mummiun_ projects. -5}-“ f-""-’ 4._.-1,..:"5.1 k:.—l:'_}_;-:l‘_’ 4._..-:__,'.111 d_r—ﬂ'ﬂj _'nl_,li
Written notice of .intention to take mmventory shall be given s A ) | L 1 .
by Operating Company to EGPC and CONTRACTOR at oy GBS Sty ol e B Gl DB LG
least thirty (30) days before any inventory is w begin so | L.l oy ‘_E'J:E’ di"'jl&o lage Fyee )h;:.?'j.fi adsye |3 _-.J,L"l 3
that EGPC and CONTRACTOR may be represented when
any inventory s taken. Failure of EGPC and/or CONT- |
RACTOR 1a be represented at an inventory shall bind them | o83 314e dale oo aladioilis LY 20 1pdie Syl -0

0 acoept the inventory taken by Operating Company, which | I\ TR o ¢uz JU Jae Gy ol DWW S0 4,1
shall in that event fumish the party not represented with T - .
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2. Reconciliation and Adjustment of Inveniories ; : .!JJJ_}-’LJ; ;-'_r-j —r

Reconciliation of inventory shall be made by CONTRA- - ., s e - .
CTOR and EGPC, and a st of overages and shortapes shall M"“f} ""‘"’""JHJ dJL‘u bl '3..'1‘_1.' EWITY '-—-"'.J-*JI 5 -

be jointly determined by Operating Company and CONTRA- b AW S e WL 230 B condl | Ll 2
CTOR and EGPC, and the inventory adjusted by Operating = L -""'?."“i.r“: e LR NP AL

Company. | R PRI
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ARTICLE 1V

COST RECOVERY

I. Statements of Recovery of Costs and of Cost Recovery Crude

O:d : PETROSWEDE shall, in connection with Articde VII of

the Agreement, submit to ECPC as promptly as prat:tiﬂl‘.;lt

but not [ater than thirty (30) days after receipt from Opera-
tiig Company of the selevant information for the last month

of each Calendar Quarter a Statement for thac Quarter
showmg

1) Recoverable costs carried from the previous Quarter,
if any.

1} Recoverable costs incurred during the Quarter.

iii) Total recoverable costs for the Quarter () + (i)

iv) Value of Cost Recovery Crude Oil taken and scparately |

disposed of by CONTRACTOR for the Quarter.

v) Amount of costs recovered for the Quarter.

vi) Amount of recoverable costs cartied into the sucoeeding
i

Quarter, if any.

vit) Excess, if any, of the value of Cost Recovery Crude Oil

taken and separately disposed of by CONTRACTOR
over costs recovered for the Quarter,

2. Payments :

If the said statement shows an amount due EGPC, pay-
ment of that amount shall be made in US. Dwollars by CON-
TRACTOR to EGPC upon submission of the statement

3. Audit Right :

-EGPC shall have a period of twelve {12) months from
rg;:.:iplg of any statement under this Artice IV in which to
- audit and raise objection 0 mch statement RCPC and
CONTRACTOR shall agree on any required adjustment.

Supporting documents and accounts shall be available o

EGPC during the said twebx {12) mouth period.
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ARTICLE V- ('-'i...u-lJ:\;.:.L_.ll)
CONTROL AND MAJOR ACGOUNTS S LT WS PO Y A
|  Exploration Qbiigation Control Accounts ; ..,.7;,]1 -L-l_;lk Iy,«r..__.L..:- —_

CONTRACTOR shall establish an Exploration Obligation

Control Accoumt and an off-seuting contra acoount to con-
trol therein the total amount of Exploraton
reported on Stateraents of Exploration
pursuant to Article 12A. hereof, less any reductions agreed
to by EGPC and CONTRACTOR following written excep-
pursuant to Article 1.3A
hereof, in order to determine when mmmum exploration

tions taken bv a Non-Operator

obligations have been met

2. Cost Recovery Control Account -

CONTRACTOR. shall establish Cost Recovery Control
Account and an off-setting conua account 1o control therein
the amount, of cost remaining to be rccowered, if any, the

amount of cost recovered, and the wvalue of Excess Cost
Recovery Crude Oil, if any.

3. Major Accounts :

For the purpose of classifying costs, expensts and expendt-
tures for cost recovery as well as for the purpose of establish-
ing when the exploration cobligations have been met, ocosts,
expenses and expenditures shall be recorded in major accounts
including thes following :

Exploration Expenditures
Development Expenditur
Operating PFxpenses
Intangible Dnlling Costs -
Necessary sabaccounts shall be used.
Revenue accounts shall be maintaaned by CONTRACTOR to

the extent necessary for the oontrol of recovery of costs and the
treatment of Cost Racovery Crude Qil
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