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CONCESSION AGREEMENT ) 1 4
FOR PETROLEUM EXPLORATION J ‘-JJ-"- U
AND PRODUCTION I o
Beiween | . “_
The Arab Hepublic of Egypt s )"HI""'_*T.JJ"}.
and 3
The Egyptian General :’atrnleum Corp:ratian | Js 0 auldia, Al :'“
.n -
Shell Winning N.V. 3
i | (2. LJL)C"‘:JJ: ‘6/;:
Dal:_vaa area | T

This Agreement, made and cntered into on this

day of , by and between the AR%B
REPUBLIC OF EGYPT (hcrcmaftcr referred to variously |
as “ARE.” or as the “"GOVERNMENT"), the EGYP- |

TIAN GENERAL PETROLEUM CORPORATION, |
a legal entity created by Law No. 167 of 1958 as amended ;’
(hereinafier referred to as “EGPC”) and SHELL WINN- :
ING N. V., a company organized and existing mnder the :'
Laws of the Nethedands (heremnafter vanously referred t
to as “SHELL” or as “CONTRACTOR™ ; i

'WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, establi-
shed that all minerals existing in mines and quarrics in

AR.E., including the tcmtnnal waters, arc the property
of the Statle and

WHEREAS EGPC has applied for an exclusive con-

cesion. for the exploration, development and production |
of petroleum in and throughout the Area reterred to in
Article 1T, and described in Annexes “A” and “B”
‘which are attached hereto and made a part hereof; and

WHEREAS, SHELL agrees to undertake its obliga-
tions provided hereinafter as a contractor with respect to
the exploration, development and production of petro-
leum in said Area ; and

WHEREAS, the GOVERNMENT desires hercby to
graat such concession ; and

WHEREAS, the Minister of Petroleum, pursuant to |
the provisions of Law No. 86 of 1956, may enter into a
concession agreement with EGPC, and with SHEEL as
a contractor, for the petrolewmn operations in the Area
heremafter referred to.
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Neow, THEREFORE, the parties herefo agree as
follows :
ARTICLE 1
DEFINTIONS

(2) “Exploration” shall include such geclogical, geophy-
sical, acrial and other surveys as may be contained
in thc Approved Work Programs and Budgets, and
the drilling of such shot holes, core holes, stratigra-
phic tests, holes for the discovery of Petroleum or
the appraisal of petroleum discoveries and other
related holes and wells, and the purchase or acquisi-
tion of such supplies, matariials and equipment there-
for, all as may be contamed in the Approved Work

Programs and Budgets. The verb “explore” means

the act of conducting exploration.

;

{6} “Development™ shall include, but not be limited to, :

ali the operations and activities pursuant to Appro-
ved Work Programs and Budgets under this
Agreement ;

() with respect to the driling of devclopment
wells, and

(i) with respect to design, construction, installa-
tion, servicing and mamntenance of equipment,
Jines, systerns, faciities, plants, and related

N EEH ' SR e ke ol e el .

- | perea— w g

Jperations, to produce and operate said wells,

10 take, save, treat, handle, store, flave. tran-
sport and deliver petroleum for export, for lacal
market and to undertake repressurning, recvcl-
ing and other secondary recovery projects.

{¢) “Petroleum” means liquid crude oil of various den-
sities, asphalt, gas, casingead gas and all other hydro-
carbon substances that may be found mn, and pro-
duced, or other-wise obtamed, and saved from the
Arca under this Agreement, and all substances that
may be extracted therefrom.

[d) “Liquid Crude Qil” or “Crude Oil” means any

hydrocabon produced from the Area which is in a
hqued state at the wellhead or lease separator or

which is extracted from the gas or casinghead gas |

in a plant. Such term includes distillate and con-

denzate.
¥Gas” is natural gas both associated and non-associat-

ed, and all of its constituent clements produced from |
any well in the Area and all non-hydrocarbon sub- |

tances thercin.  Said term shall include residue gas.
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Y A “harrdl United
States galions, liquid measure, corrected 0 a temr
perature of sixty degrecs ((0°) Fahrenheit,

shall consist of  forpv-pun 73

(2) “Gommercial Well™ means the first well ro iy seolo-
gual  teamire  which after testing in accordance
with soundl and aceepted industry production prac-
tices, and verified by EGPC, is found ©. be capable
of producing at the average rate of nor less than
threc thousand (3000° barrels of oil per day (BOPD).

The date of discovery of a “Commercial Well” L

15 the datc on which such well is completed and
tested accordmg to the above.

) “AR.E.” means ARAB REPUBLIC: OF FGYPT.

(1) “Efffc_.tin Date”™ means the date on which the text
of this Agreement, legally approved, is <imed hv the
GOVERNMENT, EGPC and SHEI]

f'}) “Yt‘ar‘h i) ”(-;d]t'lldﬂl'“ \1-'-":'.3!' T S0ids Lt lu‘riml nf
twelve 112) months  according 1o the (oregatinn
Calendar,

(k) “Financial Year™

December 3lst, both dates being inclusive.

() “Tax Yeur” means the period of twehe (12) months
according to the Gregorian Calendar for which tax

retuwms or reports are required -according to any
applicable income, profits or other tax law or regula- |

tion of the ARE.

(m) (1) An “Affiliated Company” means a company : |

(1) The share capital, conferring majoritv of
votes at stockholders’ meetings of such com-

panv a party hercto; or

(1) Which 1s the owner directly or indirectly of
share capital conferring a majonty of votes

at stockholders’ meeting of a party hereto ; |

{11} Whose share capital conferring a majority
of votes at stockholders’ mecungs of such

company and the share capital conferring

a rnajorty of votes at stockholders’ mectings

of a party hereto are owned directly’ or |

indirectly by the same companv.
(2) Notwithstanding the foregoing sub-paragraph
an “Affiliated Company” means in relation to
SHELL. :

N.V. Koninklijke Nederlandsche Petroleum
Maatschappij and The “Shell” Transport and
Trading Company, Limited and any company
which is for the time being directly or indirectly
controlled by N.V. Koninklijke Nederlandsche

means the GOVERNMENT's | Jab &1 Faw Sbt i ae i babes AUl (e

financial year starting on January lst aad ending on |
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Petroleurn Maatschappij and  the “Shell”
Transport and ‘Trading (vmpany, Limited or
cither of them.

For the purposes of foregoing definition -

() a company is directly controlled by
another company or compamnies holding
sharcs carrying in the aggregate the majo-
rity of votes exercisable at general meetings

a paracular company is indirectly con
trolicdd by a company or companies {herein-
after called “the parent company or com-
parues”) if a series of companies can be
specified, begmming with the parent com-
pany or companies and ending with the par-
ticular company, so related that each corn-
pany of the series, except the parent com-
panv or companes, 1s arecdy controlled
by one or more of the companies earlier in
the senes.

() “SHELL” or “CONTRACTOR
Notwithstanding the above, SHELL or CONTRAC-
TOR shall also mean the assignee of SHELL in the
event of assignment.

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A’ 1t a description of the Arca covered  and
atfected by this Agreement, hervinafter referred to as the
“Arﬁ'a".

Annex “B” is a map on the scale of | : 2000.000 indi-
catng the Area covered and affccted by this Agreement
and described in Annex “A”.

. Amnex “C” i1s the form of the Letter of Guaranty be

ssued by the Banque Misr, cairy and to be submitred
by SHELL at the time of signature. by the
Minister of Petroleum, of this Aercement for the sum of
twenty-two (22.0) million U.S. Dollars. guaranteeing the
execution of SHELL’s minimum exploration obligations
hereunder for the first four (4) vear exploration period.
Such guaranty shall remain effcctive for six (6) months
after the end of the said four (4) year period except as
1t may be released prior to that time in accordance with
the terms thereof.

Annex “D” is he form of a Charter of the operating
company to» be formed as provided for in Article VI
. hercof.

Annex “E” is the Accounting Procegure.

The Annexes “A’”,“B”,“C"D"” and “E” to this Agrec-
ment are hereby made parts hereof, and they shal! be con-
sidered as having qaml equal force and effect with the pro-
visions of this Aprecment.
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ARTICLE. 1l

GRANT OF RIGHTS ANI) TERM

The GOVERNMENT hereby yrants EGPC, and

SHELL as a contractor, subject 1o the twims, covenants
and cundition set out in this Agreenient, which insofar
as they may contradict with any prenvisions of Law No.
66 of 1933, as amended, shall have the force of Law, an
exclusive concession in and to the Area described in An-
nexes AT and “BT

(2, The GOVERNMENT shall own and be entitled as |

heecinafter provided, to a royalty in cash or in kind
of seven and one half (7Y4) percenc of the total qua-
nut. of peiroleum produced and suved from the Area
durmg the development  period including renewa’.
Satd 10yalty shall be borme and paid by EGPC and
shiddl not be the obligation of the CONTRACTOR.
I'he pavment of rovalties by PGPC shall not be
cdecied 1o resude in income artribuzablc to the COIN-
TRAUTOR.

(6 An inital exploration period of four (1} years shall

start from the Effective Daw. Two (2) successive
extenstons to the initial exploratin period of two (2)
vears cach shall be granted 10 CONTRACTOR. at
its option upon ninety (90) days prior to the exprry
of the then current period written notice
o EGPC and subject only to its having fulfilled its
obligations hereunder for the preceding period,  The
Agrecment shall be terminated if neither Commercial
Well nor Commexcial Discovery is established by the
end of the eighth (Bth} year of the exploration period
or upon the completion of drilling and testing of any
well actually drilling or testing at the end of the
eight (8) vear exploration period, but shall not exceed

this period by more than six (6) months. The elec-

tion by EGPC to undertake a sole risk venture under

paragraph (c) immediately hereafter shall not extend
the exploration period nor affect the termtination of
this Agreement as to CONTRACTOR.

“Commercial Discovery”.  After discovery of a Com-

mercial Well, CONTRACTOR will undertake as
part of its exploration program the appraisal of the
discovery by the drilling of one or more additional
wells to determine whether such discovery is worthy
of being developexd commercially, taking into consi-
deraton the recoverable reserves, proaduction, pipe-
Iinc and terminal facilities required, estimated crude

oul prices. and all other relevant technical and econo-
mx factors.

A Commercial Discovery mmay consist of one
producing reservoir or a group of producing reservoirs

l
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Following receipt of such notice EGPC and CON-
TRACTOR. shall meer and review all approprnatc . _ . _ 3
data with a view to mutually agrecing i{;mf the SN ey E__J':"!u'. Lot ot HE'&U'_,-I-{ ’
existence of a Commercial Discovery. The date of ! ___iL‘.‘.ﬁ"ﬂ'é_,‘I ;;.ﬁf.__, , J;'uff 'J‘;If'!;ﬁ_,dg b g
Commercial Discoverv shall be the date EGPC and bl S il G gy s g ) A
CONTRACTOR mutually agree that a Commercial 3 ) =2 s 3y s s gl
Discoverv exists. E - ng _1 3y
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[f Crude O1l is discovered but 15 not deaned by
CONTRACTOR to be a Commercial Discovery
under the above provisions of this paragraph (¢}
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in Aracle VI below) has come into cxistence EGPC i

shall be enntled to bave Operating Company per
form such operations for it at EGP(s solc cost, 1isk
and expense. When EGPC has rocovered from the
Crutle Oil produced from such specific arca a quan-
tity of Crude Oil equal in valuc to thirce hundred (300)
percent of the costs it has incurred. CONTRACTOR
shall have the option, only in the event there has
heen a separate Commercial Discevery, to share in
further development and production of that speeific
area upon paying EGPC one hundred (100} percent
of such costs mcurred by EGPC.  Such one hun-
dred {IIDO) percent pavment shall he recovered by
CONTRACTOR from Cost Recovery Crude Oitin

the normal mamner for the recovery of expenses.

Immediately following such pavment the  specitic
arca <hall cither () revert to the <tes of an ot
nary development lease ander thie Agrerment and

thereafter shall be operated in accordance with the

terms hereof: or (ii) altermatvely, in the event that |

b B VWY R

at suh time EGPC or its affiliated company 1 con-
ducting all development operations in the area at its

sole expensc and EGPC clects to continue operatng,

the area shall remain set aside and CONTRACTOR !

shall nnlv be entitled to its procduction sharmg per-

centage of the Crude Oil as specified in Article VI
(b) below, provided alwavs that CONTRACTOR 'is

allowed to rccover the one hundred (100} percent
payment mentioned above from Cost Recqvcr:f
Crude Oil in the normal manner set forth in Arti

cle VIL

The sole risk Crude Ofl shaft be valued I the
manner provided in paragraph (c} of Article VII.
In the event of any termination of this Agreement
under the provisions of paragraph (b) ahove, this
Agreement shall, how ever, continue to applv to
EGPC’c operation of any sole risk venture here-
under. although such Agreement shall have been ter-
minated with respect to CONTRACTOR pursuant

to the provisions said paragraph (b) above.

7} The developmen period of any Elcfvc}npmmt lease |
chall he twentv (20) vears from the date of Corr |

mercial Discovery which relates to such development

This period may be renewed for an addi-

lease. he ﬂptinﬂ of CON-

tional periad of ten (10 years at 1
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TRACTOR upr« siv (6) months prior written notice
o EGPCG. Foil wing Commercial Discovery the
extent of the wis o area capable of production o be

covered by devsivpment lease or leases shall be
mwaturally agrec: opon by EGPC and CONTRAC-
TOR and he suiect 10 the approval of the Mianister.
Such arca shall then be converted automaticallv uito

a development case or leases without the issuance
of anv adeition:i Iegal instrument or permission.

D evelopment o« vations thereafter shall be started
promptly by (horating Company {defmed i Arty
cle VI below) ad, unless EGPC and CONTRAC-
TOR agree ottcowise, at least one (i) dniling nig
shall be used «uunuously untal, mm accordance with
goad ol field pracuces and accepted petroleum
engincering prineiples, the field s considered to be
fully developee  In the event no commercial pro-
duction of Pet: iicum is established mn any one of the
blocks in whii: a2 Commercial Discovery is made
within two au. one half {2Y4) years from the date
of Commercia; Discovery, such block shall be sur-

rendered.

(¢) CONTRACTUR shall bear and pay all the costs and

expenses requited in carrying out all the operations
vudner this Agreement, but such costs and expuenses
shatl not inclinle mterest on investment. and CON-
TRACTOR st look only to the Petroleum to which
it is entited  wicior this Agreement to recover such
 costs andl exjonsey. Such costs and expenses shall
be recoverable as provided in Article VIT
the term of this Agrecment and its renewal the mtal
production ac hieved in the conduct of such operations
shall be &vidled between EGPC and CONTRAC-

TOR in accrdance with the provisions of  Arti-
cle VIL

(f) {1} CONTRACTOR shall be subject to the laws m
force from time to time of the ARE. and <he

political  subdivisions thereof which 1rnpﬂsc
taxes on or measured by income or profits, -

cluding thosc laws imposing the commercial and
industrixl profits tax, municipal tax, defense
rax and national security tax, on income and
dividends paid with respect to sharcholders (here-
inafter referred to as “A.R.E. Income Taxes™,

and, except as otherwise provided m the Agree-
ment, shall comply with the requirements of such
laws with respect to the filing of retumns, the
assessment of tax, and -the keeping for review
bv authorized persons of books and records. Por
these purposes, any A.R.E. Incomc Taxes for
which CONTRACTOR’s shareholders may be
liable shall be deemed to be a tax levied

During
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wanss CONTRACTOR. I°(;PCs share of
he Crude Oil determined under Article VLI
tchides an amount equal 1 value 10 all oi

CONTRACTOR s ARE. Incume Taxes.

I'or purposes of appiymg Pal"ﬂgmph ([) (l) ol

‘his Article. the total taxable mcome of CON- |

TRACTOR in vespect of any Tax Year shall
e an ameount calculated as follows :

(2

‘i The total of the sums received by CON-
RACTOR from the sale or other dispor
qtion of all Crude Qil acquired by CON-
TRACTOR pursuant o Articie VIi, para-
araphs {a) and (b) ;

LLESS

(o, The isin aned c:-;pcﬁscs of CONTRACTOR which :

are il 1o be e avered in the Tax Year under

pa. ccruph a) of Article VI wnd
(b} The value, as determined in paragraph (c) of Article
Vil ol the excess Cost Recovery Crude il taken
disposed ol by CONTRACTOR
putsuant to Article V1L, sub-paragraph (a) (2);

a1:; sepatragely

PL.LIS

(ii, An amount equal to CONTRACTOR's AR.L.
[ncomic T axes.

(37 EGPC shall assume, pay z}nd discharge, on behalf
of CONTRACTOR, CONTRACTOR’S ARE.
[ncome Taxes out of the sums received by EGPC

from the sale or other disposition of its share
of the Crude Onl.

(4. EGPC shall furnish to CONTRACTOR the
proper official receipts evidencing the payment
of CONTRACTOR’s ARE. Income Taxes,
ithin one hundred and fifty (150} days fo'low-
ing the commencement of the next ensuing Jax
Vear. Such receipts shall be issued by the pro-
per Tax Authorities and shall state the amount
and other particulars customary for such recel-

PLs.

In calculating its A R.E. [ncome Taxcs. EGPC shal
be entitled to deduct royalties paicd by EGPC to the
gremment and the ARE. income taxes of

CONTRACTOR puid by EGPC on CONTRAC-
TOR’s behalf.

(2)

3_}_;1-,“ 1.-.-‘14...' EJLUL; ;}JJH fl:Lll ot )n L;,.-i -.ﬁ.........-jll.'l 1..::—
S Jlj\s:_] xad 3 byl W 3 sda 3
L fp e I

-

ol ais o T() = 5 7 el gl BEYs (Y)
e ol 0l G il pl N oo g 52 Y
@Y gl et Vs Ay

C.':_:.'“ o el b-l.a\.il_ i_;" C_J_LH E:”: — 1
B, Jyidd!aic ,_}.:u-— SN r'l:l—"r oA P 3 b ~adl N
: lmL.J\ sl Cr (.._..) 3 ( [ )uf_,i-" r&:--‘i |

- Lasl

IR i G by 2kl WL C
ye ( [ ) 3;3.;" N l;f"_f'.""ll ORI \asly

3 & i-ﬂ-lL--“ U

wlldl i e (> }E‘.f:.:]i- g Al L (U)
E_,.ii“ =l iy, n.)J.-:i:- A3 ) ~aly Ja\dl s le foa
: LuUlE.:-l._'l.". p ( v ) ( { ) izl

1 LI
N

— —

(6 ¢ )R de g a3 b sl i —

Fog-gd ol i G e il LE (1)
AL o I o 7 AL Loty Lty Sy e
O A PR T PP ) B O e P

: rL-i-'i
oW i)l DL il dad Al 00 E (1)
Sl Je . 5.0z @ Jod W P SRRy
g all Wlad by (1o o) gt s Al 33
G EPS N PICR PRI VINT & Sleg , . Jul
F s WUy gl AN s et
I (WY T

o Loyt Joll o Oleg il (B e ()
i 3 L,:.&.»L_%il W e DU 32 500 3
_ E:_' ¢ - 3 J,lil‘ll_;.; Ll"'““ ..____I'Iré-_,la;:—-j-\(_l!,

 Ja e Bl d P s



14 L AF SEWEL ) B G(C) 2 0 4'-"-'**”—‘:;‘*_'-‘““‘.r“"";"":’_.‘r?‘J1

ARTICLE 1%\ KPS )
WORK PROGRAM AND EXPENDIUT URES DURING

EXPLORATION Pl .RIOD

(@) CONTRACTOR shall commen.c cxploration opera-
tions hereunder not later than six (6) months after
the Effective Date. Not later than the end of the

Condl 353 LT Slaidly Jonli 20,

o G350l S Sl Ll STOE e e ()
O e 56 o (A JA= 55N ke 3 Ll
TNt S L OV W e ey 15ty

twenty fourth (24th) month afur the Effective Date, |

CONTRACTOR shall start cxpsioration drilling in
the Arca. EGPC shall make :vailable for CON-
TRACTOR’s wse all seismic and other exploration

date m EGPC’s possession with rspect to said Ares.

(o) The initial exploration period shali be a period of

four (4) years. CONTRACTOR may extend Lhis
exploration period for two {2) .dditional periods of
two (2) years cach upon nuwty (90; days paior
written notice to EGPC subject to its expendituie of
its mimimum exploration obligutions for cach such

penod. _ .
CONTRACTOR shall spend & minimum of twe
nty-twa (22.0) milion U.S. Dilbus on explorativn
up&r&tiuxls and activities relate therewo, which shall
mclude the drilling of cight (¢ wells during the
ntial four (4} vear xploratim pericd.  In the Fist
additional two {2) ve exploration peried that CON-
TRACTOR clects to extend beyond the dnitial e
plotation period, CONTRACT OR  shall spend 3
minimum of ten (19.0) million LS. Dullars, and m
the second additional two (! year exploraton
period that CONTRACTOR elects to extend beyoud

the initial exploration period CONTRACTOR

shall spend a minimum of seven and one half {7.5)
millon US. Dollars. If CONTRACTOR should
spend more than the minimum amount required to
be expended during the iniual four (4) year expiora-
uon period or during any period thereafter, the
excess may be subtracted from the minimum amount
of money required to be expended by CONTRAC-

TOR during any succeeding exploration period or
pertods as the casc may be.

In case CONTRACTOR surrenders its explora-
tion, obligations in this Agreement as set forth above
before or at the cnd of the fourth (4th) year of the
mitial exploration period, having cxpended less than
the total sum of twenty-two (22.0) million US. Dol-
lars on exploration, or in the event at the end of the
fourth (4th) year CONTRACTOR has expended

less than said sum in the Arca, an amount equal to
R AL T A el
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million U.S. Dollars and the amount actually spent
on exploration activities shall be paid by CONTRAC-
TOR to EGPC  at the time of surrend cring or withan
three (3} months from the end of the fourth (4th!

year of the mitial exploration period, as the case may
be. Any expenditure deficiency by CONTRAC-
TOR with respect to the second (2nd} or third (3rd)
exploraton peraod as the case may be for the reasons
just noted shall, similarly, result in a payment by
CONTRACTOR to EGPC of such deficiency. Pro-
vided this Agreement is still in force as o GON-
TRACTOR, CONTRACTOR shall be entitled to
recover any such pavments as exploration expendr-
ture in the manner provided for under Article Vil
in the cvent of development of commercial produc-

Lot

~In case o Commercial Discovery is estabhished
by the end of the eight (8th! vear, or in case CON-

TRACTOR swrrenders its cxploration obligatons

under this Agreement prior w this time, EGPC will

not bear any of aforcsuid cxpenses spent by CON-
TRACTOR. :

(c) At least three {3) months prior to the beginning of

each vear or at such other times as otherwise mutua-
lly agreed to by EGPC and CONTRACTOR, CON-

TRACTOR shall prepare an Exploration Work

Program and Budget for the Area-setting forth the
explorations which CONTRACTOR proposes to
carry out during the emsuing year. Durng any Ex-
ploration Period such Work Programs and Budgets
shall be m the aggregate at least sufficient to satisfy
CONTRAGCTOR’s minimum expenditure obliga-
tion for such period, taking into account any credits
for excess expenditures by CONTRACTOR in prior

exploratuon penods.

The Exploration Work Program and Budget shall
oc reviewed by a joint committee to be established
by EGPC and CONTRACTOR after l.‘_hﬂ". Effective
Date of this Agreement. This committee, heren-
after referred to as the “Exploration Advisory Comr-
mittec”’, shall consist of six (6} members, three (3) of
whom shall be appointed by EGPC and tbrcc (3) 'by
CONTRACTOR. The Chairman of the I:.:-:plnratm::n
Advisory Committee shall be designated by EGPC
from among the members appomtced by 1t. The
Exploration Advisory Commuttee shall review and
give such advice as it deems appropnatc with res-
pect to the proposed Work Program and Budget.
Following review by the Exploration Advisory Com-

mittee, CONTRACTOR shall make such revisions

as CONTRACTOR deems appropnate and submit |

the Exploration Work Program and Budget to EGPC
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for its approval. lYollowing such
further agreed that :

() CONTRACTOR shall not substanually revise
or modify said Work Program and Budget nor

reduce the approved budgeted expenditure with-
out the approval of EGPC ;

In the event of cmergencies mvolving danger
of loss of lives or property, CONTRACTOR
rmay expend such additional unbudgeted amounts

(i)

as may be required to alleviate such danger. |

Such expenditure shall be considered i all re-
spects as exploration expenditures and shall be
recovered pursuant to the provisions of Article

VII hereot.

() CONTRACTOR shall advance all necessary funds

for all materials, equipment, supplies, personnel,
administration and operations pursuant to the Ex
ploration Work Program and Budget and EGI'C

shall not be responsible to bear or repay any of the
aforesaid costs.

(¢) CONTRACTOR shall be responsible for the prepar-

ation and performance of Exploraton Work Program
which shall be implemented in a workmanlike manner

and consistent with good industry practices.

Except as is appropriate for specialized stucics
such as the processing of data and laboratory studies,
to be made in specialized centers outside the AR,
all geological and geophysical studies and any other
studies related to the perfomance of this Agreement,
shall be made in the A.RE.

CONTRACTOR shall entrust the management
of exploration operations in the AR.E. o 1ts techni-
cally competent General Manager and Assistant
Manager. The names of such Manager and Assist:
ant Manager shall, upon appointment, be forthwith
aotified to the GOVERNMENT and to EGPC. The
Manager and, in his absence, the Assistant Manager,
shall be entrusted by CONTRACTOR with suff:-
cient powers to carry out immediately and comply
with all lJawful writtent directions given to than by
the GOVERNMENT or its representative under the
terrns of this Agreement or any lawful regulations
issued or hereafter to be issued which are applicable

hereunder.

() CONTRACTOR shall supply EGPC within thirty

(30) days from the end of each Calendar Quarter
With a Statement of Exploration Activity showing
costs incurred by CONTRACTOR during such
Quarter. CONTRACTOR’s records and necessary
supporting documents shall be available for inspec-

tion by EGPC at any time during regular working

1
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hours for three (3) months from the date of teceiv-
mg cach Statement  Within the three (3} months
from the date of receiving such Statement, EGPC
shall advise CONTRACTOR in writing if it consi-
ders :

(1} that the record of costs is not correct,

() that the costs of gouds or services supplied are
not i linc with the intemational market prices
for goods or services of similar quality supplied
on similar terms prevailing at the time such
goods or services were supplied, provided, how-
ever, that purchases made and services perform-
ed within ARE shall be subject to Arti-
cle XXV, or

(1) that the condition of the materials furnished by
CONTRACTOR dues not tally with their
praces, or

(tv) that the costs incurred are not reasonibly re-
qured for operations. -

CONTRACTOR shall confer with EGPC in con-
necuon with the problem thus presented, and parties
shall attempt o reach a settlement which is mutuallv
satisfactory. If within the ume limit of the three

(3) months period provided for in this paragraph, -

EGPC has not advised CONTRACTOR of its objec-
tuon to any Statement, such Statement shall be con-

sidered as approved.

(g) CONTRACTOR. shali supply all fumds necessary for

its operations 1 ALRE. under this Agreement o
freely comvertible cumrency from abroad. CON-

TRACTOR shall have the right to buy Egyptian

currency whenever required and the conversion |

shall be made at Egyptian banks in the A.RE. ac-
cording 1o the offical A.RE. rate of exchange.
ARTICLE V

MANDATORY AND VOLUNTARY
~ RELINQUISHMENT

MANDATORY _
At the end of the fourth {4th) year after the Effective

Date hereof, CONTRACTOR shall relinquish to the

GOVERNMENT a total of twenty five (25} percent of the
original Area not then converted to a development lease

or leases. -

At the end of the sixth (bth) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional
twenty five {25) percent of the original Area not then con-
verted to a development lease or leases.

At the end of the total exploration period, CONTRAC-

TOR shall relinquish the remamder of the origmal Area

not then converted to a development lease or leases.

T
0 Gm o (1) B30 s 0L 5t b o
bl A8 ol sl gl om0 s >
YL
e L AISH L of
& Yaap Skt 5] Sladl LG of
33,013 P SLal Flatt UMW Gy ]
b abeadl) T tla s Aoap et i, o,
& obadly b2l ot ot s £, 0l g
sl L} rE;.t}l C-!: ¢ JHa o l-r_JG Jgnad]
AFE>
e T P\ PSSR R U TREN S
AR SR

2 yias 13_.;3 Ljﬁi IR Pl S | [T
Jrodl Yol O ool Loy ¢ sl 12n 3 il
oSt Al 3Ly LK ks e 3,5 )
A s 3 Yo eyl s (v ) g g
Matas o L s 03 0L T Jo Leoh 22

WAL LJE-:-‘_; 1.....-_;11 CJ,L:-;: ;].i- dj"-il{ JPJL ;,.Li.nu

S p e 3 el L ALK wx dyllt e gi (5 )
3¢ A gl ol o ULy e
Jesrdl s 3 bpg o ASOKT LS bl o} 5 ) i
Sral e At dedp . )il 850 5 b e
(gt z)os)
{ w1500 )
b ok Wk )l Vi L
;4 byl
MG e ol @H-e(t)ﬁﬂ wdlaly
OGS (vo) ey Lr Yoot dolan e 1Sl Ll
A3 4 oF o 4 Gr ga e Jdbe ) in e oYl ik
- :‘:E-‘Ji"'JT-liﬂdléJHl
o S GBI BE b L2 56 e Lol A G e,
CidaYlaakd) S iile) 2L (va) O pdeyius’ w0t Lo
;J.ap,Imdlé_,ul.;ungi';._[m,nuy;Ll ekl 1hag
- . R

Wl o GV e A U2 ¢ codlin ] Bl ke
R oy ke Jl 2 )5 G s ) e



18

\l\'ih;ﬁﬂ-‘\“a(ﬁ) _;}:- a#wi_“ﬁdﬂ)i;%-"‘hjl

L el — il i —

[

VOLUNTARY

CONTRACTOR inay voluntanly during any penod

relinguish all or any part of the Area provided that at |
the time of such voluatary relinquishment its financial |

obligauons for exploration expenditures under Article IV
paragraph (b) have beon satished for such period.

Anvy relinquishments hereunder shall be credited to-
ward the mandatory provisions of the above paragraph.
Following Commercial Discovery, EGPC and CON-

TRACTOR shall mutually agree upon any area to be
relinquished thereafter, except for the relinquishement

provided for above at the end of the total exploration |

period.
ARTICLE VI

OPERATION AFTER COMMERICAL DISCOVEKY

(@) On Commercial Discovery, EGPC and CONTRAC- |
TOR shall form in the ARE. an operating comp-

auv which shall bu called THE DABAA PETRO-
LEUM COMPANY, heremmafter veferred to as Opera-

uny Company. Operating Company shall be subject
wy the faws and regulations in force In the A.R{.

te the extent that  such laws and
net inconststent with the provisions of this Agreenene
20 the Charter of Operating  Company;  however,

Opcrating Company shall, for the purposes of this |

Agreement, be « xempted from the folowing laws and

regulations as now or hercafter amended or substiin-
ed

— Law No. 80 of 1947 on Exchange Control and
lts executive regulations, as amended;

— Law No. 26 of 1954 on Companies, as amended ;

"

—  Presudential Decree No. 1203 of 1961 on Con-
tracts of Works of the Government, Public
[nsgtutions and Semi-Govermmental Companies.

as amendced

Law No. 141 of 1963 on R{rprcsmt&t-iun of Em-

ployees and Workers on the Boards of Com- tr

pames;

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

—— Law No. 6] of 197t on the Swaff Regulations
of Public Companus.

(b) The Charter of Operating Company 1s hereto attached

as Amnex “D”. Within thirty (30} days after the
date of Commercial Discovery, the Charter shall take
effect and Operating Company shall automatically
come into cxisteace, without any further procedures.

(¢) Ninety (90) days after the date Operating Company

comes mto existence in accordance with paragraph
(b) above, it shall prepare a development Work
Program and Budget for the remainder of the year
in which the Commercial Discovery is made; and
not later than the fifteenth {15 th) of October of
said year (or such other date as may be agreed upon)

and the fifteenth (15th) of October of each year the- |
reafter Operating Company shall preparc an annual

Production Schedule, Work Program and Budget
for the succeeding year. The Production Schedule,

Work Program and Budgit shall be submitted to the
Boand of Dhrectors for approval.

(d) Not later than the twenueth (20th) day of cach mo-

nth, Operating Company shall fumish to CON-
TRACTOR a written cstmmte of its total cash
requirementts for expenditure for the first half and
the second half of the succeeding month expressed in

U.S. Dolbars, having regard o the approved Budget.
Such estimate shall take mto consideration any cash
expected to be on hand at month end.

Payment for the appropriate period of each month
shiall be made to the correspondent bank designated
in paragraph {f) below on the first (1st) day and fif-

toensth (15t¢h) day respectively; or the next following
business day, if such day is not a business day.

(e) Operating Company s authorized to keep at its own

disposal abroad In an account opened with a corre-
spondent bank of the BANK MISR, CAIRO, the
foretgn’ funds advanced by CONTRACTOR. With-

drawals from said account shall be used for payment
of goods and services acquired abroad and for trans-
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ferrmg to a local bank in the AR.E. the requrec
amounts to meet cxpenditures in Egyptian Pounds,
for Operating Company in connection with its act:
viies under tus Agreerment.

Within thirty (30) days after the end of each Funu-

ncial

Year, Operating Company shall submit to the

appropriate exchange control authorities m  the
ARE a statement duly certified by a recoghized
finm of auditors, showing the funds credited to that
account, the disbursements made out of that account

and

thﬂ balance outstanding at the ond of the vear

ARTICLL VII

RECOVERY OF COSTS AND EXPENSES

AND PRODUCTION SHARING

(1} Cost Recovery Crude Ol

Subject to the auditing pmvisi;:'ms under this |

Agreement, CONTRACTOR shall recover all
costs and expenses in respect of all the explora-
tion, development and related operations undsr
this Agreemen: o the extent and out of fouty
(40) percent per annum of all Crude O1l produ-
ced and saved from all development leases
hereunder and not used in petroleuwm operations.
Such Crude Oil is hereinafter referred to as
“Cost Recgvery Crde Onl”.

Such Costs and Expenses shall be  recoverad
from Cost Recovery Crude Q1 1o the followmge
MADNEr :

1) All Inrangmble Dridbng Costs  including
those accumulated prior to the commen-
cement of faitial Commercyal Production
and all Opematmg Expenses incurred after
Inittal Conmmercial Production, wiich fou
the purposes of rhis Agrcemfnt shall mcan
the date on which the first (Ist) n.gular
shipment is made, shall be recoverable in
the later of the Tax Year in which such
expenses arc incurred or the Tax Year in
which  Initial Commercial Production
OCCUTS. -

Exploration Expenditures, including those
acammulated prior to the commencement of
Initial Commercial Production, which for
the purposes of this Agreement shall mcean
the date on which the First (Ist) regular
shipment 15 made, shall be recoverable at
the rate of twenty (20) percent per annum
based on amortmation at that rate starting
in the later of the Tax Year in which such
expenditures are mcwred or the Tax Year
in which Imitial Comwnercial Production

COINITICTUCCS.
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i)

iv)

Developmant Expenditurey, including chose
accumnulated prior 0 the commencoment
of Initial Comamercial Production, shall be
recoverable at the rate of ten (10) percent
per annum based on amortizaton at dhat
rate starting i the later of the Tax Year
m which such expenditures are incurred or
the Tax Year in which Initial Commercial
Production commences.

To the extent that, m a Tax Ycar, vosts.
cxpenses or expenditures recoverable pa
paragraphs (i}, (11} and (i1t} preceding exceed
the value of all Cost Recovery Crude Ol
for such Tax Year, the excess shall be car
ned forward for recovery ur the next suc-
ceeding Tax Year or Years until fully
frcrwtn:d; but 1n no case after the tervinmna
tion of the Agreement.

For the purposc of determinung the classi-

ficanon of all costs, expenses and expend- |

tures for their recwery, the following
terms shatl apply

1. “Exploration Expenditures” shall enean

@il costs and CApetlses for explorauon
operations other than “Tntangibie Dol
hng Costs”.

2. “Development Expenditgres” shall mean
all costs and expenses for development
operations with the exception of “Opera-
ting Expenses” and “Intangible Drilling

3. “Operating . Expenses” shall meun a!l

costs, expenses and cxpenditures made

after Inital Commercial production,

whach costs, cxpenses and expenditures
are not normally depreciable.

4, “Intangible Dnlling Costs™ shali mean
all expenditures incurred during ~Explo-
ragon” and “Development” for well
drilling and completing opcrations re-
lated to qtems which themselves do not
have a Salvage Value as, for example,

fabour, geological dtsll‘;'ll, engneering
and other technical assstance, supcrvi-

sion, amonits paid to drilling and other
contractors, material and  equipment
consumed or fost, perforating, formation

testing, cemmtmq well logging and
transportation.
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(2) CONTRACTOR shall cach year take and ;

separately dispose of all Cost Recovery Crude
Oil produced, (except as provided in sub-parag-
. raph (a} (3) below, of this Article VIE) plus 1
share of the balance of the Coadc Qil as stipu-
ated in paragraph (b) below of this Article VIL.
To the extent that the value of the Cost Recovery
Grude Oil {as determined in paragraph (¢}
below) exceeds the actual recoverable costs and
expenditures, including any carty forward from
paragraph (a) (1} (iv) above, to be recovered 11
that. year, the valuc of such excess Cost Reco-
very Crude Qil actually taken and separately
disposed of by CONTRACTOR. shall be paid
by CONTRACTOR EGPC i the manner
<ot forth in Article IV of the Accounting Pro-
cedure contained in Annex “E”, and CON-
TRACTOR shall be deemad to have purchascd
siich excess Cost Recovery Crude Ol
(3) EGPC shall each year have the option of taking
delivery of a quantity up to fifty seven and half
(57.5) percent of the excess Cost Recovery Crud«
Oil. FO.B. the export terminal (or other deli-
very point mutually agreed upon) for the pur
pose of spplying any of EGPC's strare of

operating requirements for refineries locatcd
within the A.RE

(b} Production Sharing

With respect to cach Calendar Month the remamning
sixty (60) percent of the Crude Ol such Month
shall be taken and disposed of separately by EGPC

and CONTRACTOR in the following proportions :
When the monthiy’ EGPC’s share CONTRAC-
average of the daly  Seventy seven TOR share

production is less and one half Twenty two
than 200000 barrdls (77.5) pereent  and one half

(22.5) pexcent
When the monthlv Eighty {80) Twenty (20)
average of the percent percent

daily production 1s
200,000 barrels or
more

It is understood and agreed upon that when the ave-
rage daily production rate changes to a lower bracket,
the higher sharing pexcentage for EGPC aghty (80)
percent shall remain m effect.
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{¢) (1) For purpnses “of determining the value of the

quantity of (st Recovery Crude O w which
CONTRACTOR is entitled hereunder durng
cach Calender Semester, the weighted average
price realized in freely convertible currency from
F.OB. point of export sales to non-Affiliated
Companics during such Semester under all Crude
Qil Sales Coturacts currently in effect by either
EGPC on th une hand or CONTRACTOR on
the other hanrd, (but excluding Crude O# spot
sales not consistent with prevailing market prices
for similar (rude Oil and also excluding sales
involving barter), whichever is higher shail he
Cused. It is understood that in the case of C.1.F.
sales, appropriate deductions shall be made for
transport and! insurance charges to calculate the

F.OB. poun «f export price.

If during s Calendar Semester there are R
such sales by EGPC or CONTRACTOR under
Crude Oil Sudes Contracts carrently in Eifect.
EGPC and CONTRACTOR shall mect and
mutually agree upon the price of Grude Oil to
be used in determining the value mentioned in
sub-paragraph  (c) (1) above. Pending such
mutual agrecment the price used shall be the
last price determined pursuant to sub-paragraph

(2)

(c) (1) or under this sub-paragraph (c) (2}, wiu-

chever is later. and appropriate adjustment will
he made thercto after determination of 2 mutual-
ly agreed price by EGPC and CONTRACTOR.

(d) Operatmg Company shall prepare (not less than ni-

(€)

nety {90) day: prior to the beginning of cach Calen-
dar Semwster [ollowing regular production) and
furnish in writng to CONTRACTOR and EGPC
2 forecast setting out the total quantity of Petrolenm

that Operating Company estimates can be produced, .

saved and transported hereunder durmeg such Calen-
dar Semester in accordance with good oil industry
practices.  Overating Company shall endeavour to
produce each Calendar Semester the forecast quan-
titv. The Crude Ot shall be run to storage tanks
constructed. maintained and onerated according to
COVERNMENT regulations. by Operating Com-
pany in which said Crude Oil shall be metered or
otherwise measured for royalty, and. the other pur-
poses required by this Agreement.

CONTRACTOR shall have the rght and the obl-
gation to separately take and cxport currently all of
the Crude Oil to which it 1s entitled as is deteromned
-+ accordance with paragraphs (a) and (b) of this
 Subiect to pavment of sums due EGPC
under Article VIT {2 (2) and IX, CONTRACTOR
<hall have the right to retain abroad all funds acqur-
red by it abroad including the procecds from the
wle of its share of Crude Oil .
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ARTICLE VI

TITLE TO ASSETS

(2} EGPC shall become the owner of all assets acquired
and owned by CONTRACTOR in connection with
the operations cartied out by CONTRACTOR. or
Operating éompany in accordance with the follow-
Lng.

(1" Land shall become the property of EGPC as
soon as it 1s purchased.

Tide to fixed and movable assets shall be trans-
ferred automatically from CONTRACTOR. to

EGPC as soon as they arc purchased in or
landed m the ARE.

The Book Value of the Assets created during each
Calendur Year shall be communicated. by CON-
TRACTOR to EGPC or by Opcrating Company
to EGPC and. CONTRACTOR within thirty (30)

davs of the end of cach Quarter

2

(6) During the term of this Agrecment and the renewal
period CONTRACTOR and Operating Company
are entitled to the full use in the Agrecment Area,
and amy other Arca approved by EGPC, of all fixed
aid moevable assets. CONTRACTOR and EGPC
shudl not dispose of the same except with agreement
of the other,

F

ARTICLE [X
SIGNATURFE, AND PRODUCTION BONUSES

ta) CONTRACTOR shall pay to EGPC as a Signature
Bonus the sum of three (3.0} million US. Dollars on
the Effective Date.

(b) CONTRACTOR shall pay to. EGPC the sum of one

(1} emilion U.S. Doltars as a Production Bonus when
for the first time total average datly production is
sustamed at the rate of fifty thousand (50,000} bar-

rels per day for a period of thirty {30) consecutive
producing days.

_{c) CONTRACTOR shall also pav to EGPC the addi-
’ uonal sum of two (2) million U.S. Dollars as i Pro-
duction Bonus when for the first time total average
datly production is sustained at the rate of one
hundred thowsand (100,000) barrels per day for a
period of thirty (30) consecutive producing days.
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[ CONTRACTOR shall als pav to EGPC the addi-
tonal sum of five (3) mullion 1J.S. Dollars as a Pre-
duction Bonus when for the first time total average
daily production is sustained at the rate of two
hundred thousand {200,000} barrels per day for a
‘period of thirty (30) consecutive producing days.

“++ Hoth aforesaid Signature and Production Botruses
shall neither be recovercd nor amortized by CON-

TRACTOR.
ARTICLFE. X
OFFICFE, AND SERVICE OF NOTICE

CONTRACTOR shall maintain an Office m
A RE. at which notices shall be validly served.

The General Manager and Assistant Manager
shall be entrusted by CONTRACTOR with suffia-
it power o carry out immediately and  comply
with all local written directions given to lum by the
GOVERNMENT or its representative | under the
terms of this Agreement or any lawful regulatioms
issued or hereafter to be issued which are applicable

hereunder and not in conflict with this Agreement.

All matters and notices shall be deemed to be
validly scrved which are left at the office of the
Cieneral Manager or which are sent to jum by re-
gistered il to CONTRACTOR’s office in ARE.

Notices under Article XX1 should be made by, an
official legal notice.

All matters and notces shalt be deemed to be validiy

served which are left at the Chairman of EGPC or which

are sent to him by registered mail at EGPC’s main office
w Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF LOSS

(a Operating Company shall take all proper measures,
according to gencrally accepted methods m use m
the oil industry to prevent loss or waste of Petroleurn
+bove or under the ground in any form during drill-
ing, producng, gathening and distributmg or storage
operations. The GOVERNMENT has the nght
to prevent any Operasion on amy well that it might
reasonably expect would result in loss or dammage
to the well or the oil field.
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(4) Upon completion of the dulling of a productive well,

Opcrating Company shall mmform the GOVERN-
MENT or s representative of the time when the
well waill he tested wand the production rate aseerial-

ned.

(¢) Except in instances where mmitiple producing forma-

tions in the same weli can only be produced econo-
mically through » single tubing string, Petroleum
shall not be pdoduced from multiple ol-carrying
zones through onv stoing of tubing at the same ume,

except with the poor approval of the GOVERN-
MENT or itz representative.

() Operating Company shall record data regarding the
quantities of Petrolcum and water produced monthly
from each development lease. Such data shall be

'sent to the GOVERNMENT or its representative on
the special forms provided for that purposc within

thirty (30) days after it is obtained. Daaly or weckly
statistics regarding the production from the Arca
shall be available at all reasonable times for examina-

tion by authorized representatives of the GOVERN
MENT.

(¢) Daily drilling records and the graphic logs of wells
must show the quantity and type of sement and the
amount of any other materials used in the well for
the purposes of protecting Petroleum, gas-bearmg or

fresh water strata.

Any substantial change of mechanical conditiens
of the well after its completion should be subject to

the approval of the representative of the GOVERN- |,

MENT.
ARTICLE XII

CUSTOMS EXEMPTIONS

(@} EGPC, CONTRACTOR, Operating Company and

their contractors and sub-contractors engaged in

cartying on operations under this Agreement shall

he permitted to import and shall be exempted from |
custorns  duties, with respect to the importation of

machincry, equipment, vehicles, materials, supplics, '
consumable items and movable property, when |

 certified by a responsible representative of EGPC,
to be used solelv in carrying on operations under this
Agrecment.
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(h! Luch cxpatriate employec of CONTRACTOR, and
Operating Company and the said contractors and
sub-conzractors shall be permitted to import and shall
he exempt from all customs duties with respect t
the rcasonable importation of household goods,
items zad personal effects including one automobile;
provided, however, that such properties are imported
tor the solc use of the employad and his family and
provided, further, that no such property imported
bv the employee shall be resold by him in the A.RE.
except m accordance with GOVERNMENT regula-

1§18 )~ 8

(¢! The exemption provided in [«) of this Article shall
not apply to any imported items, when EGPC con- |
sders items of the same, or substantially the same
kind and quality are manufaciured locally and are
availadle for purchase and timely delivery in the
A.R.L at a price not higher than ten (10) percent
more than the cost of the imported item before cus |
toms duties, but after transportation and insurance T
rosts have been added.

o
(@' Any ot the items imported nto the AR.E. cither

exempd or non-exempt  from custoins duties, taxes 1
or unposts under this Article mav be exported by the |
imporing party at any time without the payment

of any export duty, or impost.

(¢} Used but serviceable material, equipment and goods
resulting from operations hereunder may be sold
withm the AR.E. provided that the purchasers pay
the applicable customns duties, taxes or Imposts, if
any, except if sold to EGPC or an affiliated company
of EGPC. |

(ft Matenal, equipment and goods so damaged or used
as to be non-serviceable and which are classified by
CONTRACTOR or Operating Company as scrap
or junk (any such CONTRACTOR’s appraisal be-
ing subject to EGPC approval and any such Operat-
mg Company appraisal being subject to EGPC and
CONTRACTOR approval] may be sold as scrap
or junked wihout payment of customs duties, taxes

or 1UNposts.
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() abov:, the proceeds from such sales shall be
divided i1 the followwmg manner.

CONTRACTOR shall be entitied to reimburse-
ments of its unreoovered cost, if any, in such material
or cquipment and the excess, if any, shafl be pad
to EGPC.

“Customs duties”, as ustd herein, shall include all
dutics, tuxcs ot imposts (except those charges raid
to the GOVERNMENT for actual services rendered),
which are¢ payable as a result of the importation cf
the item or items under consideration.

(b)

fi) There shall be no licence required, and CONTRAC- |
! l 173 I Vi 73 -

TOR and EGPC shall be exernpted from any duty,
tax. fee or any other financial mmpost in respect of
the export of Petmleum hereunder.

At a reasonable time prior o the commencemnent of
Commercial Production EGPC and CONTRAC-
TOR shall meet and agree upon a procedure for
scheduling tanker hiftings from the agreed upon

pomt of export.

ARTICLE XIII
OOKS OF ACCOUNTS - ACCOUNTING
| AND PAYMENTS

(@) EGPC. CONTRACTOR and Operating Company
shall each maintain at ther business offices in the
AR E. books of accounts, m accordance with the
Accounting Procedure in Annex “E” and accepted
accounting practices generally used in the petroleum
mdustry, and such other books and records as may
he nooessary to show the work performed under this

Agreement, including the amount and wvalue -of all
Petroleurn produwced and saved hercunder. CON-

TRACTOR and Operating Company shall keep their
books of actounts and acoounting records in United

States Dollars. Operating Company shall furnish
to the GOVERNMENT or its representative monthby
. returns showing the amount of Petrolevan produced
and saved heremder. Such returns shall be pre-
parcd in the form required by the GOVERNMENT,
w its representative, and shall be signed by the
Jeneral Managar or by the Assistant Manager or a
dulv designated deputy, and delivered to the GOVE-
RNMENT or its representative within  thirty (30
days after the end 6f the month covered m. the return.

& The aforesaid books of accounts and other books and
records referred o above shall be available at all
reasonable tive for inspection by duly authorized
Tepresentatives of the GOVERNMENT.

&

() In the event of such sale under paragraphs {¢) and ufﬁ‘ S 4l CJ‘” o
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(¢) CONTRACTOR shall submit to EGPC a Profit and
Loss Statanent for the Calendar Year not later than
March 15 of the following year to show its net protit
or loss from the Petroleum operations under this
Agreement for such year.

CONTRACTOR shail at the same time submit
year-cru! Balance Sheet for the same Culendar Year
o EGPC.

ARTICLE XIV
RECORIDS, REPORTS AND (NSPECTION

(a) CONTRACTOR and/or QOperating Company shall
prepare and, at all times while this Agreement is in |
force, maintain accurate and current records of its
operating Company operations in the Arca hereunder.
CONTRACTOR and or operating company shall
furnuish the GOVERNMENT or its representative,
In conformity with applicable regulations or as the
GOVERNMENT or its representative may ressona-
bly require, information and data concerning its
operations under this Agrecment.

(b) CONTRACTOR and/or Operating Company shall
save and keep lor a reasomable period of ume 2

~ representative portion of each samplr of cores and
cuttings taken from drilling wells, to be disposed of |

or forwarded to the GOVERNMENT or its repre
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sentative in the manner directed by the GOVERN-
MENT. All samples acqguired by CONTRACTOR
and/or Operating Company for its own purpose
shall be considered avallable for mspection at any
reasonable time by the GOVERNMENT or ifs re-
presentative. Any such samples which COWC—
TOR or Operating Company has kept for a penod
of twelve (12) months without receipt of mstructions
to forward them to the GOVERNMENT or its |
represcatative or elsewhere may be disposed of by
CONTRACTOR or Operating Company -at its |
discretion.

() Unless otherwise agreed to by EGPC, in case of e
porting any reck samples outside ARE, samples
eguivalent i size and quality shall before such -
portation be delivered to EGPC as representauve

of the GOVERNMENT.

(d) Originals of records can only be exported wath the
permission of EGPC; provided, however, that ma-
gnetic tapes and any other data which must be pro-

cessed or analysed ocutside the ARE. may be ex-
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ported if 2 mositor or.a comparable record i wal | (5.0, 43 JuW 2 Jou 5 1 oWl Siid 1)
tained in the ARE. and provided that such exports O R R W A sbigl b5

shall be repatriated to ARE, on the understanding |
that they belong to EGPC.
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(¢) Dunng the peniod CONTRACTOR is conducting the
expioration. operations CONTRACTOR shall pernut
EGPC through EGPU's duly authorized represen-
tative or employee to have lull and complete access
1o the Area at all reasonable umies with the right to
observe the operations being conducted and to mspect
all assets, records and data kept by CONTRACTOR.
EGPC’s representative w excrosing its rights under

the preceding sentence of this paragraph (¢] shali |
not interfere with. CONTRACTOR’s operations. |

CONTRACTOR shall provide EGPC with copies
of any and all data {including, but not himated to,

gmlugical arud gﬁophyz;ical repOTLS, lug:; aned well .

surveys), information and mrerpretation of such data

" and information in CONTRACTOR’s possession.
All such data and information shall be kept strictly
confidenial and sha’l not be divuiged by EGPC ex-
cept to affiliated companics, or by the GOVERN-
MENT, without the consent of CONTRACTOR
while this Agreement remams m force.  However,
for the purposes of obtaiming new offers the GOV
RNMENT may show any other party geophysical
and geological data (the age of which is not less than
one year) with resepect to the Area adjacent o he
Arca of such new offer.

ARTICLE XV

RESPONSIBILITY YOR DAMAGLES
CONTRACTOR shall entirely and solely be responsibic

in accurdance with the law towards third parues for any
damage caused by CONTRACTOR's exploration opera-
tions and shall indemnify the GOVERNMENT aad/or
EGPC against all damages for which it may be held liable
on account of any such operations.

ARTICLE X\1 -
PRIVILEGES OF GOVERNMENT
REPRESENTATIVE

Duly authorized representatives of the GOVERN-
MENT shall have access to the Area covered by this
#Agreement and to the operations conducted thereon.
%Eh representatives may examine the books, registers

nd records of EGPC, CONTRACTOR and Operating

ompany and make a reasonable number of surveys, dra-
Wings and tests for the purpose of enforcing this Agree-
faxnt. They shall, for such purposes, be entided to
ékﬂ reasonable use of the machinery and nstruments
' *CONTRACTOR or Operating Company on the con-
ifhﬂ that no danger or impediment to the operations
creunder shall arise directly or indirecty from such use.
he GOVERNMENT indemnifies and shall reimburse

NTRACTOR or Operating Company for any loss or
'@mage which may in fact result from anv such use
' Baid machinery and instruments.  Such representatives
4ill be given reasonable asastance by the agents and
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employees of CONTR:ZTOR or OMHDg Company | N3 Wb W S <0 % 11 - ..
so that none of their : ~Vltts shall endanger of hinder 3 @il Ul 52 ﬂ sl (22 K ol "f.{“ji!
the safety or efficienc = the operations. CONTRAC- | ¢ 48 Jab g b 0 oo 1 omedll, LI Gk JRY

TOR or Operating C':Pan}f shall offer such represin- | N
tatives all privileges = facilities accorded to its own f L1 3 S (—E" e J’L’“"J" B g Ll UK il

emptoyees m the fic’c nd shall provide them, frec of 2 o

charge, the use of —zsonable l;fﬁtl: space and of Yyt el oyl J“: st e Jabl g “-’“‘*‘_}-
adequately fumished bosing while they are in the field | byke oI L gl Wi dad” Gkl glas e 4‘] i
for the purpose of facii'zzng the objectives of this Arucle, -

Any and all informZen obtained by the GOVERN-
MENT aor 1ts represenzzves hereunder shall be kept con- PR
frdential with respect - the Area and shall not be dilo- | SN Rt
sed durnng the term 2 nis Agreement without the pricr
written consent of EC0 and CONTRACTOR,

AKTICLE XVII (3,50 WLdola)
EMPLOYMENT *GHT AND TRAINNG O!
ARAB BEPUBLI. OF EGYPT PERSONNE!, Ao W jandsyyum o) 3 s Pl Y 3
i frr S G Y Al e 4 (1)

(@) It is the desirc vi 2 ,PC and CONTRACTOR hat
. 'iLNJ*A-—lu‘ Llf‘ _)L ul“'ﬂm

operations hereur o1 b-: conducted in a busines-like
anr.l efficient mrai-o. ;
. The cxpaui. afministratve, pn}ftsmﬂn.:tl and T gl oridly o V! Y -~ (1)
technical persieacel employed byCO'\]TRAC[FU_RI ﬂ‘" i G L.uii,t.ml..j".!l il
or Operaung ompany and the personnel of 1ts ¥ oy g g’J'J o
contractors for Sie condarct of the operations here- Ul ok W 1Fa'| RN -ﬂ,.'.ﬂ Sl As) et
under, shall t- rranted the residence as provided |
for in Law N 59 of 1960 as now amended and ; Job 035 Jadh 1a5. 2 ag 2 ol de il
the work per—: for aliens as provided for in the f vy A g f'_:‘ NSTINP- Y s ol L;i-a:}u
Ministerial CZer No. 9 of 1963 as now amen- | 3,1 | AT o
ded withowt crejudice to the ALRE. laws and cf- CJJJ Lt "ﬂpl :‘UJ sy Jaadd
regulations r-iting to public policy or pablic | ' ;}-J‘f o _,i;t-“ eladl
SecuIty. ! |
2. A minimum < twenty five (25) percamt of the l fvs o 1aYL L owl Bl b oot ua
combined saics and wages of the expamiate | !_ﬁi “’ ;J& “T'}“ ‘Lfl "’T d; (r)
administrativ-. profession, and technical personnel | 4 gt M"JIJ‘:{'.'-J" oL U Jt-'-lr-w'@f@
- employed 52_1 comﬁwrga or Cépcmtmg 5k 32 s L MO Al R )Y QA s s
Company sh=1 be paid in Egyptran Currency.
On final repemation such personnel shall have =¥y C—-’m i ot B rt'J-"t'" n u‘ﬂ’_r”
the nght to mmit abroad in ULS. Dollars or nther | & l;,Lk Sl S 3 LR Y LY
currencies the unused portion of Egyptian Car- | .- P 14 |
rency in exces of twenty five (25) percent of such | -0 0" 112 4 oo MR el i) e Yool
personnel’s sziary. . cri gl (Y 5n
(b) CONTRACTOR and Operating Company shall each | 4.0 (2b . -l idkll e L - y
select its emplovess and determine the number the- ; -f N it o ‘SIJ'J 3 Ja8l e K gl (""’)
reof, to be used ‘or operations herender. R Y Famge Sbhedll 3 slail o 50 S
(¢} CONTRACTOR shall, after consultation with EGPC, | % ) iy slasly s o0 B Ay gkl i (o)

prepare and canv out spfcialized training programs

for all its ARE employees engaged in operations Slanll ya g oyt Ev Cu“‘*‘]’rcj‘ i
hereunder with rspect to apphcablc aspects of the | i bl 31 ,J\ et A G, LYt Js Esos
petrolenm indusery. | o BRI EAIN
CONTRACTOR and Operaunng Company  will . '
undertake to repface gradually their non-exccutive nfy e LY N g
cxpatriate staffs bv qualified nationals as they are L Y’L’mi 3 Sideall ""’l"‘u Sy d-’l‘:l“*"?
available, . {J-lq-_, W@?E{#}@_@‘{#J L‘:L \ﬁ- 1“‘[’"&2_)"-

o -l-ﬂ-.-.m E—:L.S’ -t..*'.;‘_:,.- d_jir_ 11,.}..__!,, -I::I i:l-t.ﬂ;‘gi TS Lsa_,j.i
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(d} During the period when CONT RACTC}R‘ES corduc-
ting Exploration, CONTRACTOR shall give mutua-
llv agreed numbers of EGPC employees as opportu-
nity to attend and participate in CONTRACTORs
a{filiate training programs relating to exploration and
development operations.

(¢) CONTRACTOR shall durning the exploration periods
and in consultation with EGPC arrange for specialist
rraining cntside the AR E. of a reasonable number
of the staff of EGPC.

ARTICLE XVIII
LAWS AND REGULATIONE

(a) CONTRACTOR and Operating Company shall be
bound by Law'No. 66 of 1953 excluding Arucle 37
thereof as amended by Law No. 86 of 1356 and the
regulations issued for the implementation thereof, and
including the regulations for the safe and efficient
performance of operations cartied out for the execu-
tion of this Agrecment and for the comservation of
the Petroleum resources of the AR.E. provided that
no regulation, modification or interpretation thereof
shall be contrary to or inconsistent with the provisions
of this Agreement.

(b) EGPC and CONTRACTOR shall be exempted from
1!l taxes, except as provided in Article Il paragraph

'fy for income taxcs, with respect to the extracling, |

producing, exporting or transporting of Petroleum
hereunder.  CONTRACTOR shall also be exempted

from any tax on capital.

(¢) The rights and obligations of EGPC and CONTRAC-
TOR wunder, and for the effective térm of this Ag-
reement sha'l be governed by and in accordance with
the provisions of this Agreement and can only be
altered or amended by the mutual agreement of the |
said contracting parhes,

(d) The contractors and sub-contractors of CONTRAC-
TOR and Operating Company shall be subject to
the provisions of this Agreement which affect them,
they shall also be bound by all regulations which are
duly issued by the GOVERNMENT from time to
tie.

 ARTICLE XIX
RIGHT OF REQUISITION

(a) [n case of national cmergency due to war or immi-

nent expectation of war or mtemal canses, the GO-
VERNMENT may requisition all or a part of the

production from the Area obtamed hereinder and |

require Operating Company to increage sxch produc-
tion: to the utmost possible maximum, The GOVER-
NMENT may also requisition the oil field itself and,
if necessary, related facilities.
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(b; lu all the cases, such requisition shall not be effected || FIN S S W I W T EVS r'_'LY Syl Lt 3 (..__,)

(¢; The requastucn of production shall be effected by Mini- .

cxcept after mvittng EGPC and CONTRACTOR

or their represcntative by registered letter; with ac-

knowtedgement of receipt, to express their views with
respect to such requuisttion.

sterral Order.  Any requisttion of the oil field itself,
or any reaated facilities shall be effected by a Presi-
dential Decree duly notificd to EGPC and CON-
TRACTOR.

-

A e — - =

ta the event of any requisition as provided above, the

GOVERNMENT shall indemunify in fill EGPC and

CONTRACTOR  for the period during which the

reduisition is maintained. including
i. All damag:',*; which result feoin such e si bion.

2. Full payment cach month for utl Petroleum extrac-

i
!
;

ted by the GOVERNATENT fese the rovaley share '

of such Petrotewmn,

However, any damage resulting from enemy  attack
s not within the meaning of this paragraph (d).
Pavment herevnder shail be made o CONTRACTOR
i U.S. Dollars remittable abroad. The price pai

i
|

tw CONTRACTOR for Purolcum taken shall be

calculated m accordance with Article VI paragraph

(€)s

ARTICLE XX

ASSIGNMENT

(@) Neither EGPC nor CONTRACTOR may assign

a person, finm or corporation not party hereto, in
wheoie or in part, any of its rights, privileges, duties
or obligations under this Agreemen without the writ.
tcn consent of the GOVERNMENT. However,
either EGPC or CONTRACTOR shall he free to
assign s “rights, privileges, duties and obhigations
under this Agreement to an affiliated company; and
provided, further, that the assignee shall be as quali-
fried as the assignor with respect 10 its technical and
financial competence, and excepting assignments to
assignees  wholly owned by CONTRACTOR,

GOVERNMENT approval to the asslgnment
be first obtained. snal

|

|
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(#) Iu the event that EGPC or CONTRACTOR -wishes

to assign, m wholc or in part, any of its rights, privi-
leges, duties or obligattons hercunder as aforesgid,
the written consent thereto of the GOVERNMENT
if required under this Article sha'l not be arbitrarily
withheld. To enable consideration to be given to
any request for auch consent, the following conditions
must be fulfilled :

I. The obhgations of the assignor deriving from this
Agreement must have been dulv fulfilled as of
the date such request is made,

2. The proposcd assignee or assignees must produce

reasonable c¢vidence to the COVERNMENT of

1ts or their financial and technical competence,

. The mstrument of assignment mwst include provi-
sions stating precisely that the assignee is bound
by a.l covenants contamed in this Agreernent and
any modifications or additions.in writing that up
to such ttme rmay have been made, A draft of
such instrument or assignment shall be submitted
to the GOVERNMENT for review and approval
before being formally executed.

I(c) bvery executed and delivered instrument of assign-

ment assigning any of the rights, privileges, duties or
obligations hereunder of EGPC or CONTRACTOR,
shall be submitted to the GOVERNMENT within
thirty (30) days after the GOVERNMENT approves
the assignment, for registration in its registers.

(d) Any assignment made pursuant to the provisions of
transfer or related |

this Article shall be free of any
taxcs, charges or fces.
ARTICLE XXI
BREACH OF AGREEMENT ANR POWER
TO CANCEL |

(a) The GOVERNMENT shall have the right to cancel

this Agreement by Order or Presidential Decree, with
respect to CONTRACTOR, in the following instan-

ces

nts to the GOVERNMENT which were a mate-
ral  consideration for the exection of this
Agresment;

If 1t assighs any interest hereunder contrary to
the provistons of Article XX hereof ;

3. If 1t is adjudicated bankrupt by a court of com-
petent jurisdiction;

LE 1t does not comply with any final decision rea-
ched as the result of court proceedings conducted
under Article XXITI paragraph (a} hereunder.

I 1t it knowingly has submitted any fake stateme-
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5. Lf it intentionally extracts any mincrat other than
Petroleum not anthorized by this Agrecement or
without the authority of the GOVERNMENT
except such extractions as may bt unavoidable as
the result of operations conducted hercunder n
accordance with accepted petroleum industry

practice and which shall be notificd to the |

GOVERNMENT or its representatve as sooft as
possible; and

6. If it comunits any matenal breach of this Agree-
ment or of the provisions of Law Ne.. b5 of 1933,
as amended by Law No. 86 of 1936, which do
not expressly contradict with the provisions of
this Agreement. Such cancelanon  shall take
place without prejudice to any rights which may
have accrued to the GOVERNMENT against
CONTRACTOR 1in accorcdance with the provi-
sions of this- Agreemnent; and, i the cvent of such
cancellation, CONTRACTOR shall have the
right tv remove from the Area 3l it~ personal

propurty.

(b) If the GOVERNMENT deems that onc of the afore-

said causes (other than a force majeure cause referred
to m Article XXII hereof) exists to cancel this
Agreement, the GOVERNMENT shall give CON-
TRACTOR ninety (90) das wnitten nomce perso-
nally served on CONTRAGTOR’s General
Manager in the legally official manner and receipt
of which is acknowledged by him or by his legal
agents, to reniedy and remove such cause, hut if
for any reason such service 1s ampossible due to
unnotified chage of address, publication in the
Offisial Journal of the GOVERNMENT of such
notice shall be comsidered as vahdly served upon
CONTRACTOR. If at the end of the said ninety
(90) days notice period such cause bas not heen
remedied and removed, this Agreement may be

cancelled forthwith by Order or Presrdential Decrec
as aforesaid, provided, however, that if such cause,

or the failure o remedy or remove such cause,
results form any act or omussion of one party, can
cellation of this Agreement shall be cffective only

as against that party and not as against the other
party hereto.

(¢) CONTRACTOR shall be allowed tc remove its be-
longins from the Area of any lease cancelled here-
under after settling all claims due to the GOVERN-

MENT.
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ARTICLE XXII (O3 el s 3! ;J-Ll\)
FORCE MA JEURE 5 AL a5,
(@) The woivperformance or delay in perfermance Ly | Gbubdl . L ianld SIS g, AL e ,IJ
EGPC and CONTRACTOR, or either of themy of b
. r 3 _,...-Uf Al s Y UIHY‘ ﬂhajjﬂ.‘ nb:.”

{¢)

(d)

“Furce Majeure”, within the meaning of this Article

any obligation under this Agreement shall be ex-
cuscd if and to the extent that such non-perform-

ance o delay 13 caused by foree majeure. The
period of any such non-performance or delay, to-

gether with such period as may be nocessacy for the

restovauon of any damage done duning such delay, H

shall b added w the ume givan in this Agree-
meni {ur the performvance of such obligation and

for the performance of any obligation dependent
thereon and to the term of this Apreement, but
onhv vith respect 1o the block or bilocks affected.

NX1L. shall be any order, regulation or direcuon of
the GOVERNMENT of the ARAB REPUBLIC

OF EGYPT [or the NETHERLANDS or the UN-
ITED KINGDOM GOVERNMENT with twspect to
CONTRACUTOR) whether promulgated in the torm
of a law or otherwse, or any act of God, insurres:
ton, rwet, war, strike, and other labour disturban-
cos. fires, tloods or any other cause not due to the

fault .t neghgence of LGPC and CONTRACT-
OR wr crther of them, whether or not sioular to
ihe foregaing, provided that any such cause is be
vond the reasonable control of EGPC and CON-
TRACTOR, or either of them.

Without prejudice to the above and ecxcept as may
be otherwise provided for herein, the GOVERN-
MENT shall wmcur no responsibilitv whatsoever to
EGPC and CONTRACTOR, or ather of them for
any damages, restrictions or loss arnsing m conseqr
uence of such case of force majeure, except a force
majeure caused by the order, regulations or direc
tion of the GOVERNMENT of the ARAB REPUB-

LIC OF EGPPT.

If the furce majeure event occurs during the imtial
exploration period or any txtemsion thereof, and
continucs 1 cffect foxr a period of two (2} vears,
CONTRACTOR shall have the option upon ninety
(90 days prior written notice to EGPC to termunate
its obligations hereunder without further liability of
any kind and, 4f sdll in force, the Guaranty contained
in Annex “G” Bereto shall be automadcally cancel-

led and EGPC shall so notify the Bank to release the
Guaranty. !
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ARTICLE XXIII
DISPUTE AND ARB{ITRATION

L

(6) Any dispute arising between the GOVERNMENT | G3i¥lian suis Gl o lally 1 ST ov 1 615 (1)
. - - . - i 4 _ -

(b)

and parties hereto with respect to the in
application or exeoution of this Agreement, shall be |
referred to the jurisdiction of the appropriate AR.E. '

conrts.

1)

1

i)

1%

v) The pa

Any dispute afising between CONTRACTOR

terpretation, |

and EGPC in connection with the present

Agreenment shall be finally scrtled by arbitration.

The arbitration shall be held at Stockholm, -

Sweden, and conducted in accordance with the

Rules of conciliaton anct Arbitration of the

International Chamber of Commerce. [n the

event of nu  proviswns being made m these
wles in certain cases, the Arbitrators shall

establish their own procedurcs.

that such party {hereinafter referred to as the

First party} has appointed an Arbitrator who }

shall be identified in saicl notice. The other
party (hcereinafter relerred to as the Second
Party), within fifteen (15) days, shall not-
ify First Party in writing. identifying the Arhi-
trator that it has scleced.

[f the Second Party does not appoint its Arbit-
trator as aforesaid, the First Party shall have
the right to apply to the Court of Arbitration
of the International Chamber of Commerce to
appoint = second Arbitrator. The two Arbitr-
stors shall, within thirty (30) days, select a
‘hird Arbitrator, failing which the third Arb-
itrator shall be appointed by the Court of
Arbitration of the International Chamber of
Cormmerce at the request of either party.

The third Arbitrator must be a citizen of a
other than the ARE. or the Nether-

lanz or the United Kingdom and a country
which has diplomatic relatiois ‘with both the
A RE. and the Netherlands and the United
Kingdom 2nd shall have no cconomic Intercst
-1 the oil business of the AR.E. or the Nether-

lands or the United Kingdom or the signatoncs

hereto.

rties shall extend to the Board of Arbr-
crators all facilities (including access 0 the
Petroleum operadons) for obtaiming any infor-
mation requested for the proper determination
of the disputc . The absence or dcfault of
any party to the arbitration shall not be per-
mitted to prevent O hinder the arbitration

pmccdunhmynrallafitustagﬁ.

\ The arbitration shall be initated by ~ither
party giving notice o the other parn that
it clects to refer the dispute to arbitration and :
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vi) Pendimg the decision or award, the operations
or activittes which have given rise to the arbi-
tration need not be discontinued. In the event
the deason or award
complaint was justified, provision may be made
therein for such reparation as may appro-
priately be made m favour of the complainant.

vii) Judgernent i the award rendered may be
entered in any Court huving jurisdiction or
application may be madec to such Court for a
judicial acceptance of the award and an order

of enforcement, as the case may be.

vil) The parties desire that, wherever, appropriate,
decisions and awards shall specify a time for
comphance therewath.

The provisions of thas Agrcoanent relating to arbi-
tration shall contnue in force notwithstandng the

termination of this Agreement.

PRINCIPLES OF GOODWILL — The signatories
base their reladions with respect to this Agreement
on the prnciples of goodwill and good fatth.
Taking into account their different nationalities,
this Agreement shall for the purpose of arbitration
he given effect and be mterpreted and apphed in
conformity with principles of law common to the
A.RE. and the Netherlands and in the absence
of such common prnciples then in conformity with
the principles of law normally recognized by civ
lized nations in general, mciuding those which have

* bheen applied by Intemational Tribunals.

(a)

()

ARTICLE XAI1V

STATUS OF PARTIES

The rights, dutics, obligations and liabdlities m res-
pect of EGPC and CONTRACTOR hereunder
shall be several and not joint or collective, it being
under stood that this Agreement shall not be constr-
ued as constituting an association or corporation.

CONTRACTOR shall be subject to the laws of the |

Netherlands regarding its legal status or creauon,
organization, charter and by-laws, shareholding,
ownershnp.

CONTRACTOR'S sharc of capital which arc
entircly held abroad shall not be negotiable m the
ARE. and shall not be offered for public subscrip-
tion. Contractor shall be exempted from the apph-
cation. of law No. 9 of 1946 a5 amended.

recogrizes that the |
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ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTCOR or Operating Company, u: the case
may be, and their contractors shall -

() Give priority to Jocal contractors as long as their pi- |

ces and performance are comparable with interna-
tonal priccs and performance. CONTRACTOR
and Uperaimg Company shall, however. subject to
the preceding sentence, be exempted from the pro-
visions of Presidential Decree No, 1203 «f 1961 as
amended.

(8} Give prefercnce to locallv manufactured  naterials,
equipment. machinery and consumables <« long as
thexr quakicy and time of delivery are comparable to
mtemationilv available materials, eguipmient, mac-
hinery ani ronsumables, However, such natertals,
cquipmeni  machinery  and  consumabl. may  be
imported i operations conducted hereuneior if the
local pricr: < f such items at Contractor's oo (Iperating
Company's operating base in A.R.E. is more than
ten (10) porcent higher than the price «f swch im-
ported 1tans before customs duties, but afrer trans-
portation and msurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

The Arabic v-rsion of this Agreement shall, before the
Courts of A.RE. be referred to in constnuing or interpre-
mg this Agreernent; provided, however, that in any
arbitration pursuant to Article XXIII hereabove between
EGPC and CONTRACTOR the English and Arabic
versions shall kth be used to construe or interpret the
Agreement.

ARTICLE XXVII
GAS

1f Gas 1s produced or capable of being produced from
the Area EGPC and CONTRACTOR will study all pos-
sible economic altemnative for its use and decide on the
best altemative for EGPC and CONTRACTOR
jomfly. The cost and expenses in the field of pro-
ducing non-associated gas shall be recovered in accordance
with the Cost Recovery principles of Article VIT

Production Sharing principles of Axticle VII shall apply
to the vaiue of associated and non-associated gas if sold
for export and not used In operations, flared or reinjected.
However, any Gas not exported outside ARE. in a liquid
or solid state, or not used in operations (including reinjec-
tion) shall remain the property of the State and shall be
at the free disposal of EGPC at no cost.
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ARTICLYE XXVII

GENERAL

i —— —

( J) _).:-Jl_, AL H|

Gyt

The headings or titles to each of the Articles to this | Dagat 13'6%1 sdn ' o o oot Sy Cr 3bal Zaazal

Agrecment are solety for the convemence of parties hereto
and shall not be used with respect to the interpretation
or construction of said Arucles,

Nothing in this Agreement shall boe construed as con-
stituting anv relationship to any petrelewmn  concession
agreements between the GOVERNMENT, EGPC and
SHELL which are in effect on the Effective Date hereof
and this Agreement shall be treated separately and inde-
pendently 1n all eespects inciuding but not limited to the
recovery of cost, Production Sharing, rovalties, taxes and
the computation of the net profits of EGPC and SHELL
respectively.

ARTICLE XXIX
APPROVAL OF THFE. ARFE. COVERNMENT

This Agreement shall not be binding upon aay of the
partics hereto unless and until 2 law is iscued by the come-
petent authoritics of the A RF. authorizing the Minister
of Pewroleum to sign said Agreement and gwing Articles
L, IV, VI, VT, XTI, X151, XVIT XVITE XX, XXT,
XXHI, XXIV and XXV of this Agreement tull force
and cffect of faw notwithstanding any countervailing
Governmentald enactment, and the Agreement is signed by
the GOVERNMENT. EGPC and CONTRACTOR.

ARAB REPUBLIC. OF EOYPT
BY . . ___

EGYPTIAN GENERAL PETROLEUM
BY - ____

e —
S - —_——

SHELYL WINNING NV
BY :

- —
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ANNEX A

CONCESSION AGREEMENT

BETWEEN

THE EGYPTIAN GENERAL PETRLEUM

CORPORATION
AND

SHELL WINNING N.V.

BOUNDARY DESCRIPTION OF DABAA AREA
on the Scale 1 ;2,000,000 wn el
ing the Area covered and affected by this Concessin

Annex “B” 1s a map

and described as follows :

‘ It is composed of ninety three {93) Blocks, cach of which
is six (6) minutes latitwde by six (6) mmnutes longitude.
appmmaung One hondred (100) Km® of surface area.

more or less.

This Arca i bounded by a line which ComMccs at

oI . e———wrs r - - Jr—

point “One” on land of the A RE.’s Wesrern Desert ar @ .

mﬂ"
mﬂ'

Lat 310 1S
Long  27° 18°

thencc due East to point ~2°
seashore mterects with -

Lat 31° 00"
thence diee South-East to pomt “37
rerranean seashore mtersects with

13

N and
k

where the Viediterrancar: |

N r
where the Medr- 1'

Leng 28 48 " F
thence due South to point “4" at :
Lat 300 5¢ 00 N and
Long 28° 48 00 F
thence due West to pomt, ' J” at :
Lat 30 54 00" N and
Long 28 42 00" E
thence due South to point “6" ak
Lat 300 4¥ I}U" and
Long 28 42 00" E
thence due West to point “7” at :
Lat 30* 48 00" and
Long 28 30 00 E
thence due South to pomt “8” at :
Lat 300 42 00" N and
Long 28 30° 00" E
thence due West to pomnt, "9 at :
Lat 30 42 00 N and
Long 28 2¢ 00" E
thence due North to pomnt “10” at -
Lat 3 48 00" N and
Long 28° ¢ 00" E
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thence due West w oing “117 at ¢ ;e (\\) i b g4 ¢
I.at 30" 48’ 00" N and Yic v ‘s A "o yos b
Long 28 12 00~ E b YA Y "o o Jeb hs
hence due South o point “127 Ak : 2 () ki J U s ey
Lat 30 3 00" N and L N A TR
Long 26 127 00" R L P
thence due West pont “137 at. : T | . _u_,(w);lﬁ; Sl H_.(_
tat 3¢ 36 00" N and N Ay
long 2 00 007 j B2 Cya .- ‘L dk ks
thence duc Sauth to pomnt “14” af : 6 (16) i L g *I"_F
Lat 30" 24 00 N and S G (T Ry '
Long 28° OO 00" E ' G Sya e T dpbks
thence due West to point “137 at ¢ : -I;F(i'a) b NV £ J"?E_f:
Lar 3 2 00" N and R S (IR g
Long 27° 36 00 E s Cwo e b ks
thence due South to point “16” at : L :de () Wi by 4E
Lat 30° 18 ). N and . Y~ i "W A .ol e L
Leng 27 3¢ 00" E R R A S e
thence dues West to poing “17” at | : Ae (W)*h-u dtb oz #ﬂlc
Lat 30" 18 00~ N and y L bt QT’- YA "o . 2 Lo
‘Long 27 12 00 F . b YV v oD U ks "
thence due North to point 187 at : L o 1A (U\) alaai 31 Yl *ﬁf'
Lat 30 24 - 00" N and I S DI { SIS
Long 277 1 00" E R CE VA | ST P
thﬁlcc due West to pomnt 19" at : | ‘ * - e (H)d”" ol b A "":f
‘Lat 30" 24 00 N and "R D SN T S
Long 27 OF 00 E | R N 1 A
thence due North to point “20” at D Ae (Y)M S "’.é.f:
Lat 30° 36 00" N and ‘ : N v i "o o ks
Long 27 00 00 E R N P
thaice due East to pont “217 at : - A (ﬁ)ijﬁ Ji G "’ﬁ.!"
Lae 300 3 00 N and N - S S e s
Long 27* 2 o E R e T R L 2
thence due North tp point “22” a¢ - ; Lo () s J} Y& & {"
Lat 31" 00 00" N aad SN e e T e ks
Long 277 24 00" E P R P S
thence due West to point 23" at : |  xo (ve) ke J11 5 ud :
Lat 31° 00 00 N and . . ’ ) | s
Long 277 18 00" E : Yl s e . o e b
thence due North to point “I” which is the pomt of b = Yy ‘S A "o . dyb ks

beginning. Ll s p (1) WE QLYW Ak £



—_ = T 5

%

C}‘“IOZEFH

(vt i easd Vo B () 550 0 0 2l — Lo oty { W
e — . . _
27° 76" 29°
24 34 4]
L - a . i L - B i i i & L4 P - P , L
l ‘-:1 --“\ . .E__ﬂ;-ll‘flkl" r}.-Jl I,r‘*"‘-,_
T e ;AEDITERRANEAN SEA .
- - -':.:-__ -'- -
1 1 l i [ !
w j | ' T T . BLat 3 TALA_;':'\EI
1 UMBARKA - i*l"ll—i-r',-T*"‘—';'-.; : 5-:‘-“{ 1
~ * ‘d..py-lnh—.-l'_rq_i_;_'_ | J____'_.Jé O“'ﬂ"‘j
-» | l i | | ? .....i.Ll.“ i
| MELEIH‘;]'T""*;T P 9L8 =
| P . ALAMEIN
e e e A e | I Ry '
ot derlamea-l yeoka AZEAK |
19 -L-l-*l'—:l‘Ts‘-_fL"bJ‘l U IJ..U\
- ! 1| 1 '-: .} | ' : |
pena I ! .
Y i o
" WESTERN DESERT | - B 2
| ;JL"—J"J- l-J“" e 1 | .
_ QATTARA DEPRESSION |
° 2%° 29°
\ - - - |
| F-HNE)C 'B" « - ﬁ-‘h”
PETROLEUM AGREEMENT Jar— IR L 3
EL DABA AREA BN | PO T
BE TWEEN : g
A R E. r . .H lr_,.q‘ ;_-:W
& 3
3 >
SHELL J———“’
wiftln ninety three (93) Blocks st (A7) cpmesy - oo
Scale Y : 2,000,000 { coe o= 2} S W




S L1 ¥ o) DIl - RIS W R T | AP |

2]

ANNEX I'.-EC'!"I

LETTER OF GUARANTY

Cairo 197

— . — A = — S e —

LETTER OF GUARANTY No. .

EGYPTIAN GENFERAL PETROLEUM CORPORA- |

TION.
(rentlemen,

The Undersigned, BANK MISR, Cairo, as Guarantor,
hereby guarantces 1w the EGYPTIAN GENERAL
PETROLEUM CORPORATION (hercinatter referred to
as EGPC) to the limit of twentytwo (22.0) million Dol
lars in U.S. currency the performance by SHELL WIN-
NING NV, (hereinafier referred to as CONTRACTOR)
of 1ts obligations required for exploration operations to
spend a minimum of twienty-two {22.0) million U.S. Dol-

lars during the initial four {4) vears of the exploration ]

period under Article TV of that certain Concession Agree-
ment Cherainafter refferd to as the “Agreement’) covering
that Area deseribed in Annexes A7 and “B” of said
Agreemnent, by and brtween the ARAB REPUBLIC OF
EGYPYT (hereinafter referred 1o as ARE), EGPC and
CONTRACTOR, dated

[t s understood that this CGuaranty and the liability
of the Guarantor hercunder shall be reduced quarterly,
during the period of exoenditure of said twenty-two {22.0)
million U.S. Dollars by the amount of money expended
by CONTRACTOR for such exploration operations du-
ting each such quarter. Each such reduction shall be

established by the joint written statement of EGPC and
CONTRACTOR. |

[n the event of a claim by EGPC of non-performance
or surrender of the Agreement on the part of CON-
TRACTOR prior to the fu'filment of said minimom ex-
penchiture obligation under Axticle [V of this Agrcement
there shall be no liability on the undersigned Guarantor
for payment to EGPC umess and until such liability has
been established by written statement of EGPC setting
forth the amount duc under the Agreement.

ﬂ!h s a farther condition of this Letter of Guarantv
at : '

. This Letter of (suaranty will become available only
Provided that thc Guarantor will have been mformed
M writing by CONTRACTOR and EGPC that the
Agerrement between CONTRACT OR, ARE. and

E(:}PC has become effective on the Effective Date of
said Agreoment.
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2. This Letter of Guaraety shall in any event automa : Ui b olah Llee 5 Sl e (1)

acally expire -
a) four (4] vears and six (6) months after the date it | slcdl e £ g )E y Dol g ¢} ol A (A )
becomes cifective, or
pt ShY g 58 Al UV o5 ® e e (L)
SV Ll Gty l sl b ) Sezkid e

G o Li‘.ﬁﬁ‘-;r'ﬂbu

b) at such time as the total of the amounts shown
on quarterly joint statements of EGPC and CON-
TRACTOR equals er exceeds the amount of said
minimum expenditure obligation,

( 3 );_,n vy oL oyt haal gLl r‘-“'-'-*'l Al 351 ("‘)

¢) In the ovent CONTRACTOR should excrose its '
s o3 Gy LUK Gl b Yo

option under Article XXII (d) of the Agreement,
upon ermination of CONTRACTOR's obhga-

trons under the Agreament. . 1:;[57'?]
. whichever is carlier. H - . ,j-v-'" é_}" b s

. Conscquentily, any clamn in respect thercof should be

made to the Guarantor prior w either of said expira-
tion date at the latest accompanied by EGPC's writ-
ten statemoent, scrung forth the amount of uwader ex-
penditure by CONTRACTOR to the effect that -

a) CONTRACTOR has failed to perform its f:xpch |
ditui ¢ obligations referred to in this Guaranty, and

b) has failed 10 pay the expenditure deficiency to

EGPC. |,

bl L eaz 51 g Ll iaa 3 Wl 51 06 JUWL,( v

SE kD a5 g0l Ul ol 2515 o 61
: .&‘l.‘l_;-e_, J,ylal! J.m..!_‘lt,;.ﬂ\ é_.\l 4.9 345 A S -

Tkl ata 3 a0l G all ALY A 3 RO (1)

i iy pall el i b 141 ()

We declare that on issuing this Guaranty we did not
exceed the himit of total Guaranties which we are entit-
led to issue as per Ministry of Economy’s letter No.
dated 197

U2 Foklal g o 2o 318 Lalalloda il B
e

Please return to us this Letter of Guaranty in the event

. L6 gl Ul s 1131 ¢ B3] Yn Sl ol satef W)
ltdn-csqot bmr:cffective,ﬂrupmthc expiry date. 3} Cr-‘-:(l.‘-lt 3 Olcial : » lJ]J

. &l

Yours farthfully, Lk,

v For the BANK MISR, Cairo

Manager Al —r

Accountant
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ANNEX “D”

CHARTER OF THE DABAA
PETROLEUM COMPANY

ARTICLE 1]

A joic: stock company having the natiopality of the
ARAB EEPUBLIC OF ECYPT shall be formed with
the authorization of the GOVERNMENT m accordance

with the provisions of the Agreement referrad to below !

and of tois Charter.

The ( .mpany shall be subject to all laws and regitia-

tons in [orce in the A.RE., to the extent that siach laws
and reguations are not mconsistent with the provisions
of this Caarter and the Agreement referred to below.

ARTICLE II

The name of the Company is “THE DABAA PETRO-
LEUM COMPANY” abbreviated as “DPC" and herei:
nafter reizred to as Operating Company.

ARTICLE 1l

The Head Office of Operating Company shall be
Cairo, in the AR.E. -

ARTICLE IV

The ot;ect of Operating Company is 10 act as the age-
ncy throzgh which EGPC aund CONTRACTOR carry
out and conduct the Development Operations reguired
accordan:~ with the provisions of the Agreement signed
on the by and between the ARAR REPUBLIC OF
EGPT :he EGYPTIAN GENERAIL PETROLEUM
CORPORATION and SHELL WINXNING N.V., cove-
ring Petroleumn Operations in the Arca described thercin,

Operating Company shall also be the agency to carry
out and cooduct Exploration Operations after the date of

Commercal Discovery pursuant to CONTRACTOR's I

Work Prcoram and Budget approved in accordance with
the Agrcement.

Operating Company shall keep account of all costs, |

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

Operating Company shall not engage in any business
or undertake any activity beyond the performance of said
operatiofs. ‘

ARTICLE V
= The authorized capital of Operating Company is twen-
ty thousand Pounds Egyptian (L.E. 20,000) divided in-
to five thousand (5000) shares of common stock with a

value of four Pounds Egyptian (L.E. 4) per share having
equal voting rights, fully paid up and non-assessable.
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EGPC and CONTRACTOR shall each pay for, hold
and own, throughout life of Operating Company ref-
crred to above. one half (14) of the capital stock of
Operating Company provided that only in the event that
either party should transfer or assign all its rights, title
or interest in the entirety of that Agreement, may such
transferring or assigning party transfer or assign any of
the capital stock of Operating Company and, in  that
event, such transferring or assignming party {and its succes-
sors and assignsj must transfer and assign a stock inter-
est in Operating Company equal to the transferred or as-
signed percentage of ownership interest in the entirety
of the Agreement referred to.

ARTICLE VI

Operating Company shall not own any night, ttle, in-
terest or estate i or under the Agreement or in any
development lease created thereunder or in any of the
Petroleuny produced from: any exploration block or dev-
- clopment lease area thereunder or in any of the assets,
- equipment or other property obtained or uscd I con-
nection therewith, and shall not be obligated as a nrm-
apal for the financing or performance of any of the
duties or obligations of either EGPC or CONTRACTOR
under the Agreement. Operating Company shall not
make any profit from any source whatever.

ARTICLE VII

Operating Company shall ‘be no more than ag agent
~for EGPC and CONTRACTOR. Whenever it i in-
dicated herein that Operating Company shall decidr,
take action or make a proposal and the like, it is under-
stood that such decision or judgement is the result of the
decision or judgement of CONTRACT OR, or EGPC
and CONTRACTOR, as may be required bv the Agree
meent, |

ARTICLE VIII

Operating Company shall have a Board of Directors
consisung of cight (8) members, four (4} of whom shall
be designated by EGPC and theé other four (4) by CON-
TRACTOR. The Chairman shall be designated by
EGPC and shall also be a Managing Director. CON-

TRACTOR shall designate the Ceneral Manager who
shall also be a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shall be valid if
a majonity of the Directors are present and any decision
taken at such meetings must have the affirmatve vote
of six (6) or more of the Directors ; provided, however,

that any Director may be represented and vote by proxy
held by another Director.

ARTICLE X

General meetings of the sharcholders shall be valid if
a majority of the capital stock of Operaing Company. is :
represented thercat.  Any decisions taken at such meet-

ings must have the afftrmative vote of shareholders own-
ing or representing a majonty of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations
covermg the terms and condigions of employment of the
personnel of Operating Company employed directly by
- Operating Company, and not assigned thereto by CON-

TRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws
of Operating Company and such By-Laws shall be effect- |
“ive upon being approved by a2 General Meetung of the
Sharcholders, in accordance with the provisions of Arti-
cle X hereof.

ARTICLE XII

- Operating Company shall come into existence within
thirty (30) days after the date of Commercial Discovery |
as provided for in the Agreement. |

‘The duration of Operating Company shall be for a
patod equal to the duraton of the said Agreement

It shall be wound up and liquidated if the Agree-
ment referred to above is terminated for any reason as
provided for therem. -

EGYPTIAN GENERAL PETROLEUM CORPORA- |

TION
BY :

SHELIL, WINNING N.V.
BY -
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ANNEX “E” ( A ) Tl
1(‘:0 h " -
ACCOUNTING PROCEDURE I e ol
ARTICLE 1 do¥lell
GENERAL PROVISIONS I ask ‘-E.’»i
L. Definitions b i —

The dckmtions contamed 10 Articie | of the Councession
Agreement shall apply to this Accounting Procedure
and have the same meaning. Certain accounting ierms
herein used are defined as foliows :

o b o A e Y il gyl Sl e
i o) Sl s by L @l DB O, U
, A L 3 e M Ll bl

{@) “Agreement means the Concession Agrecment of | o Yo ol !J-_,fb'-l'il U] abas a3l (1)

which this Anacx 1s a part.

b} “Non-Operator’ means the paries 10 the Agreemeat
other than CONTRACTOR when it is pertorming
work.

L. Statemenits of Activity
A}y CONTRACTOR or Operating Company as the case
may be, shall pursuant t Article IV ol the Agree-
ment, render to Non-Operator within thinty {30}
~ days of the end of each Calendar Quarter a State
ment of Exploration Activity reflecting all charges

and credits related to the Exploration operations |
for that quarter summmanzed by appropriate c.ass- ’

fications mdicative of the nature thereof.

B) Operating Company shall render to EGPC and
LONTRACTOR within twentv-five (25} days of the
end of each Calendar Month a Statement of Dev-
elopment Activity. reflecting all charges and credits
related to the Development operations for that Mon-
th summarized by appropriate classifications mdica-
tive of the nature thereof except that items of con-
trollable material and unusual charges and credits

shall be detailed.

3. Adjustments ard Audils

4) Each Statement of Exploration Activity shall con-

clusively be presumed to be true and correct after
three (3) months following the receipt of cach state-

ment by EGPC unless within the said three (3) mon-
ths EGPC takes written exception thercto pursiuant

. to Articie IV (f) of the Agreement. During said
three (3) months period supporting documents w il
be available for inspection by EGPC during all work-
ing hours. CONTRACTOR wiii have the same
audit rights on Operating Company statements as
EGPC under this subparagraph.
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B) All Statements of Actvity for Development for any | = i g dom s o acdl e bl Fla UK ()
calender ycar shall conclusively be presumed to} |5 (yg) C{_r:?.!if‘"_',]i-’-"‘{ 1_;[';'%],‘:,9}1;31_4
bf:. tru:: and correct twenty-four (24) mmfhs- follo- J all ) e gtb ol 13y ¢ wdelr I UL
wing the end of any such Year unless withm the Iy, ey . e
said twenty-four (24) months period EGPC or CON- | Dy e ¥E) s ’{”-’?‘q el ~
TRACTOR takes writton exception thereto, Pene | O55i S B L (v )or 2oy du Wi obiaih o
ding expiration of said twenty-four (24) months darls 3 g LS b LA T g e
EGPC or CONTRACTOR or both of them shall | 3 i ohadudly i ey ol actidh Sl bl
have the nght (o audit Dpcrating Company accoun- I iqui.\uI J Lr-iﬂ U° ’,.a:.lili- JUL 5 J{ Al u& W
ts, records and supportng documents for such Year ) ' ﬁl&:‘}l ' .

:n the same manner as provided in Article IV {f) - g 3) o

of the Agreement. "

4. Currem:y- bxchange Yol Lo ¢
CONTRAGTOR s books for Exploration and Operat- | Sl Al ST sy ceedh A6l Sl FBs el
ng Company’s books fm Development and Exploration, | amdlobN o) ¥ose s 53 ¢ ‘. f-E'.j soedyiaidliall]
if any, shall be kept m _thc A_HLE in U.S. l?oila.rs 150 Yiatad) LY M 21,95 2 ad) Al 5 385
All US Dollar expenditures shall be charged m-the Gl od A B . e dl-“ a...-U-lgl-ﬁ._.ﬁ_

amount expended. All Egyptian Pounds expenditures ’ L .
shall be transated to US. Dollars at the official buying | et Lad S AW Gan SN Y5 ) el

ratie of exchange issued by the Central Bank of Egypt Codd g el e gVl s s g pall§ MR 50alt o))
on the first day of the month in which expﬁm':litufﬁ s A=l f.:.llf_.!_,“ o J\Lu i Lt;;-'z'ﬁ ey o Sl o
shall be translated to LS. Dollarsﬁat the i_:ugiring mtj*_ of | L Wl asS Y st LY Y I (’*'J'-"'- oY)
cvchange for such currency as quoted by Natimal West | o8 5o, 5,00 2 oyiomy gl aellida ol ) 5 ol
minster Bank . Limited, London, at 10.30 am. G.M.T, l- ..o . ) ‘
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on the first day of the month which E:ﬁtpmditul‘ts Y . - | |
are recorded. A record shall be kept of the exchange bl b U pall Y e By L Sliddl 4 G 6

rates used in transluting Egyptian Pounds or other non- Yo = 6;':"3” Szl J'i :‘: f‘-“ *-—Jlt“J“.-‘ el eV
U.%. Dollar expenditures to US. Dollars, A Y e JHAS W el LY

5. Precedence of Documents Ayl Cr".j:'-' Jew,i— 8

In the event of any inconsistency or conflict betwem L] Atz Ve PR B G I ol s
the provisions ns of this Accounting Procedure and ihe | @’-1'1 ] ‘__-")ﬂ:‘ u}. -, i :J#-J- -JI s
provisions of the Agreement treating the same subject | © 4 ol @ars ZBIRE RN RS I AR Y Py (NP e 2
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G. Revision of Accounting Procedure

By mutual agrecorent between EGPC and CONTRAG- | =3y Lg.—l:éi s\l L ke ¢ Jatddy gl GleL 395

TOR. this Accounting Procedure may be revised from | o _
time to time in the light of future arrangements. CAded e ds e 2

7. No Charge for Interest on Investment ke L}c-...i:ln Shldl JF e

Taterest on Investment shali not, at any time, be | s JUL\J1L}95.C\J1 Q\HL-L‘H&J"‘Y‘&'JLJL} 42

charged as vecoverable cost uncler the Agrcement. iy VR Y P
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ARTICLE I
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions, of the Agreement, CONTR-
ACTOR shall alene bear and, directly or through Opera-
ung Company, pay the following costs -and expenses,
which costs and expenses shall be classified and treated
i accordance with Article VII of the Agreement :

1. Surface Rights

All direct cost attributable to the acquisition, renewal |
or relinquishment of surface rights acquired and main-
tained in force for the Area.

9. Labour ’

A) Salancs and wages of CONTRACTOR's or Operat- | ¢ iedaadl iiili“_ﬂ;ﬂi ;i JAdY pano _,:-'I PR e ( f)

g Company's employees, as the case may be, dircct-
ly engaged m the various activittes under the Agrec-
ment including salarics and wages paid to geologists |

and other employees who are temporarily assigned
to and employed in such actvities.

B) Cost of living and housing allowances, and other cus-
tomary allowance applicable to salaries and wages I
of expatriate employees chargeable under 2. A sub
paragraphs 2. A 9, 11.A and 11.C of this Article 11
Paid bonuses, overtime and other customary allowances
applicable to salanes and wages of national employ-
ces chargeable under the same sub-paragraph 2. A,
paragraph 9 and sub-paragraphs 11. A and 11. C
of this Article I1.

C) Costs of expenditures or contributions made pursuant 1
to law or assessments imposed by Govermmental
authority which are applicable to labour cost of
salanes and wages as provided under sub-paragrapis
2 A 2 B, and paragraphs 9, {1. A and 11. C
of this Article II.

3. Employees Benefits

Cost of established plans for employees group life in-
surance. hospitalization, pension, retirement, stock pur-

chase, thrift, and other benefits of a like nature which
arc applicable to labour cost of salaries and wages of ex-
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patriatc employees, and for national employees, all ae
chargeable under sub-paragraph 2. A, and paragraphs
9, 11. A and 11.C of this Article II. Severance pay
will be charged at a fixed ratc applied to payrolls which
will equal an amount equivalent to the maximum liabilr
ty for scverance payments as required under the AR.E.
Labour Law.

4. Material

Maiterial, equipment and supplics purchased or furn-
ished as such by CONTRACTOR or Operating Cornr

pany.

A) Purchases

Material, equipment and supplies purchased shall
be at price paid by CONTRACTOR or Operating
Company after deduction of all discounts actually
recaved. |

B) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONI-
RACTOR may fumish such marterial from CON-
TRACTOR’s affihates stocks outsicle the ARE. un
der the following conditions :

(1} New Material (Condition “A’

New material transferred from CONTRACT-
QOR’s affiliates warehousc or other properties
shall be priced at cost, provided that the cost
of material supplied is higher than mterma-
tional prices for material of similar quality sup-
plied on similar terms prevailing at the time
such material was suppliedl.

[2) Used M aterial (Cﬂlditiﬂﬂs “B" and ch)

(a) Material which is in sound and serviceable
condition and is suitable for reuse without
reconditioning shall be classed as Condition
“B* and priced at seventy-five pcrcent
{75%) of thc price of new material

(b)) Material which cannot be classified as Con-

dition “B” bux which is serviceable for omn-
ginal €unction but substantially not suitable
for reconditioning, shall bc classed as
Condition “C” and priced at fifty percent
(50%) of the price of new matenal.
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{c) Material which cannot be classified as

Condition B’ or Condition “C" shall be

priced at a value commensurate with 1ts use.

(f) Tanks, buildings and other equipment m-
volving ecrection costs shall be charged ai
aPpﬁcahlc percentage of knocked-down new
price.

g{};ﬁ’armm v of Materials Furnished by CONTRAL-

CONTRACTOR does not warrant the. matenal l

h{mishcd beyond or back of the dealer’s or man-
ufacturer's guaranty ; and in case of defective mat-

erial, credit shall not be recorded unul adjustment

has been received by CONTRACTOR from mwan-

ufacturers or their agents.

9. Tl;ﬂﬂ.fpﬂrfﬂ-ﬁﬂﬂ :
Transportation of employees, equpment, materials and

e o — ——— R An— = W = T

supplics nevessary for the conduct of activimes. Emplo- .
yees transportation costs to the extent covered by estaisli-

ished policy of CONTRACTOK or Operatng Company.
will include travel for employees and their
families to and from the employees’ point of origin at

vacations, and travelling expenses for employees and
their familics incurred as a result of transfer from one
location to another. Transportation costs for emplovess
and their families from A_R.E. to another location than
paint of origin shall not be charged to AR.E. operations.

f

6. Services

A} Outside services |
The cost of consultants, contract services and util
lities procured from third parties.

‘B) Cost of strvices rmed by EGPC or by CON-

TRACTOR or their Affiliated Companies m facil-
inside or outside the ARE. Regular, recurr-

ities
ing, routine services, such as interpretmg Mmagnetc
tapes and / or other analyses, shall be performed
and charged by EGPC and/for CONTRACTOR or
their Affiliated Companies at an agreed price.
Major projects involving engineenng and design ser-
vices shall be ormed by EGPC and/or CONT-
RACTOR or their Affiliated Companics at a negr
otitated contract amount. Use of EGPC’s, CON-
TRACTOR’s, or their Affiliated Companies’ -
ly owned equipment shall be cRarged at a rental
rate commensuraté with the cost ot ownership and
operation, but not in €xcess of competitive ratcs
in the ARE. For Exploranucn,
CONTRACTOR’s and 1ts Affiliated Compantes
rates shall not include administrative overhead <osts.
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7. Damages and Losses

All costs or expensts necessary o replace or repair
damages or losses Incurred by fire, ilood, storms, theft,
accident or any other causc not controllable by CON-
TRACTOR or Operating Company through the exercise
of reascriable diligence. CONTRACTOR or Operating
Company shall fumish Non-Operators written notice of
damages or Josses incuited in excess of ten  thousand
(10,000; U.S. Dollars per occurrenc, as soon as pract-
cable after report of the same has beeni received by CON-
TRACTOR or Operating Company.

8 Insurance and Cfmim.: '

The cost of any public hiabtlityy property damage and
other insurance agamst liabilities of CONTRACTOR,

Operating Company and/or the parties or any of them |

to their employees and/or outsiders as may be required

by the Laws, miles and regulations of the GOVERN-
MENT or as thc parties mav agree upon.  The proceeds

' of any such surance or claim collected shall be credited

against operations. If no insurance is carried for a part-

.cular risk, all related actual expendlitures incurred and
paid by CONTRACTOR or Operating Company in sct:

tlement of any and all losses, claims, darnages, judge-
ments. and any other expenses. including legal services.

9. Indirect Expense

Camp overhead and facilities such as shore base, ware-

houses, water systems, road systems. salaries and expense
of field supervivory persomnel, field clerks, assistants,
and other general employees indirectly serving the Area.

10. Legal Expense

All costs and expenses of litigation, or legal services
otherwise necegary or expedient for the protection of
the Area, including attorney’s fees and expenses as here-
inafter provided, together with all judgements obtamed
against the partics or any of them on account of the
operations under the Agreement, and actual expenscs
mcurred by any party or parties hercto in securing eviden-
ce for the purpose of defending against any action

the subject matter of the Agrcement. In the event
actions or claims affecting the intersts hereunder shall
be handled by the legal staff of onc or more of the parties
hereto, a charge commensurate with cost of providing
and fumishing such services may be made to operations.

or claim prosccuted or urged against the operations or |
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A

11, Admnistratiie Querhead and CGeneral Expenses

A} While CONTRACTOR is conducting Exploration
actvities, cost of staffmg and mamntainmg CONT-
RACTORs head office in the AR E.. and/or other
offices established in the AR.E., other than field
offices which will be charged as provided n Art-
icle 11, paragraph 9 above, and excepting salaries
of emplovers of CONTRACTOR who are tempor-
arily assigncd 10 and directly serving on the Area,

which will be chargcd as provided in Arncle 1,
paragraph 2 above.

B) CONTRACTOR’s administrative overhead outsde
the AR.E. applicable to the ARE. Exploration
which will be charged each month at the rate »f
five percent (5%) of total Exploration ¢xpenditures
while CONTRACTOR is conductmg Fxploration
activities and at the rate of two arid one half percent
(2%4%) of total Exploration cxpenditures ~hilc
Operating Company is conducting Exploration - act
ivities. No other direct charges as such for CON-
TRACTOR's administrative overhead outsde the
A.R.E. will be applied against the Exploration ubli-
gation. Examples of the type of costs CONTRAC-
TOR is incuring and charging hereunder due  ®
activities under the Agreement and covered by sand
percentages are |

(1) Executive — Time of executive officers.

(2) Treasury — Financial and exchange problems.

(3) Purchasing — Procurmg matenals,
and supplies.

equipment
(4) Exploration and Production — Dirccting, advis-
ing and controlling the entire project.

| (5) Other departments such as legal, comptrolers
and engineering which contnbute time, know-
ledge and expenence to the operation.

The foregomng dees not préduﬂe charging for direct
service under sub-paragraph 6. B of this Articie 11
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¢} While Operating Company is conducting activitics,
(perating Company’s personncl engaged in general
clerical and office work, supervisors and officers

whose time is generally spent in the main office and
not in the field, and all employees generally consi-

dered as general and administrative and not charged
to other types of expense, will be charged to opera-

tions. Such expenses shall be allocated each month
between Exploration and Development operations

according to sound and practicable accounting
methods.

12. Taxes

All taxes, duties or levies paid in the ARE. by
CONTRACTOR or Operating Company with res-
pect to this Agreement other than those covered by
paragraph (f) (1) of Article 11T of the Agreement,

(3. Continuing CONTRACTOR’s Costs

Costs of CONTRACTOR activities required und:r
the Agreement and incurred exclusively in the

ARE after Operating Company is formed. No

sales expense incurred outside the ARE may o |

recovered as a cost.

14. Other Expendilures

Any costs, expenses or cxpenditures, other than those
which are covered and dealt with by the foregoing
provisions of this Article 11, incurred by CONT-
RACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE IIT
INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC
and CONTRACTOR inventories shall be taken by
Operating Company of the operations material,
which shall incud
and  construction  projects. Written  notice of
ntention to take inventory shaH be given by Opera-
ting Company % EGPC and CONTRACTOR at
Jeast thirty (30) days before any inventory Is to begin’
<o that EGPC and CONTRACTOR may be repre-
sented when any inventory is taken. Failure of
EGPC and/or CONTRACTOR to be _represented
at an inventory shail bind them to accept the mven-
torv taken by Operatmg Company, who shall in *hat
event fumish the party not represented with a copy

thereof.

e all such material, physical assets
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9. Reconciliation and Adjustment of Inventories st bAdyh 0 |

Reconciliation of inventory shall be made by | i £, Ay Solal B s AL ALY L LG o L
CONTRACTOR and EGPC, and a list of overages L _ﬁ fL ' et il cl
and shortages shall be jointly determined by Opera- CAdedb dc @il 3 e ST DL Sy el el el
tmg Company and CONTRACTOR and EGPC, ) kg . . - )

and the inventory adjusted by Operating Gompany. o Db RIS & e 5 A € 1ep sy s sl Jalald,

ARTICLE 1V (Wil

COST RECOVERY 2 5 sl il

1. Statements of Recovery of Costs and of Cost Recovery amasl f-UJ <l ._.i_,—"-'\/_, I st 5nY \
Crude Oil : | : *:KJ‘ 3ot AN

CONTRACTOR shall, pursuant to Artide VII } cia ! OlaY Al ol 6N, el 1o oo
of the Agreement render tp EGPC as promptly as ( 2 ME Y e :'TJ T _U“_ .
practicable but not later than thirty (30) days after re) ok e Y s g N, f__:-‘ 3 A i
receipt from QOperating Company of the Statements e B S Wb AW I Lt el . L
for Development and Exploration Activity for the § 2 J &5 e 1S G B ¢ . S
last month of a Calendar Quarter a statement for C J R RN SRR LR JUCP

that Q_uarttr showng : | : f-: o
(1) Recoverable costs carred from the previous r.&LJi i.;.JI:J o A bV A gl i) ,._..\
quarter, if any. . Cedey O

(i) Recoverable costs incurred during the quarter. g el R Rl K —

(iii) Total recoverable costs for the quarter, (i) + ()N e AN A 6l 42—y
().

(w) Value of Cost Recovery Crude Oil taken and { 4k fe> sl LBl 5 oy SRTGUCIE W _
separately disposed of by CONTRACTOR for ? Y geasl o) S Jlid —

the quarter. | | R TI EPeTn
(v) Amount of costs recovered for the quartu‘-. | . e 2 0F 3 e u:” € F P

L |
L ]

(vi) Amount of recoverable costs carried into the | (U L..“EJ dl e Aab aMiaas i gl e — 4
succeeding quarter, if any. ) -

PP

(vii) Excess, if any, of the valuc of Cost Recovery | Juas gdll 405 510 20Y AW e Pl sish; — v
Crude Oil taken and separatcly disposed of by ST e
CONTRACTOR over costs recovered for the

quarter. « Code g

2. Paymenis . s oSlegald —

If such statement shows an amount due EGPC, | 1ia o i3V 3 é‘ N ST j_m "
payment of that amount shall be made m US TR FIEARE RN _'\ 9 NP el
Dollars by CONTRACTOR to EGPC with the | ~ S iy A UL G, s G
rendition of such statement Y PN v
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3. Audit Right
EGFC shall have a period of twelve (12) months
from receipt of any staternent uider this Arucle IV
in which to audit and raise objection to any such
statement. EGPC and CONTRACTOR :hall
agrec on any required adjustment. Supporung
documents and accounts will be available o FGPC
cduring said twelve (12) months period.
ARTICLE V
CONTROL AND MAJOR ACCOUNTS
i. Exploration Obligation Conirol Accounts

CONTRACTOR will cstablish an Exploraton
Obligation Control Account and an offsetting contra
account to control theren the total amount of
Exploration Expenditures reported on Statemcenls of
Activity prepared per Article 1.2.A hereof, less any
reductions agreed to by EGPC and CONTRAC-
TOR following written exceptions taken by a Non-
Operator pursuant 1o Articie L3.A hereof, in order
to determmne when minimiim Exploraton Ohigat-
ions have been met

[na

Cost Recovery Conirol Account

CONTRACTOR will establish a Cost Recovery
Control Account and an, offsetting contra account
to control therein the amount of cost remaining o he

recovered, 1f any, the amount of cost recovered, and
the value of Excess Cost Recovery Crude O, if any.

Majog Accounts

For the purpose Of classifying costs, expenscs and
expenditures for cost reoovery as well as for the pur-
ihi the Exploration Obligtion

19es and expenditures shall

be recorded in major accounts including the

Drilling Costs ,
Development Expenditures other than Opera-
ting Expeoses and Intangible Drilling Costs
Operating Expenses
Intangible Drilling Costs

Necessary sub-accoumts shall be used.

: I

Revenue acccounts shall be maintained by CONT-
RACTOR to the extent necessary for the control of |
recovery of costs and the treatment of Cost Recovery |

Crude Onl.
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