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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
SHELL WINNING N.V.
IN

THE EAST GEMSA OFFSHORE AREA SUEZ GULF BARIN
( BLOCK 29)

This agreement miade and entered on this Eighth Dav of
of April, 1984 by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variousty as the A.R.E. or thz
“GOVERNMENT’"), the EGYPTIAN GENERAL PETRO-
LEUM C ORPORATION, a legal entity created by Law No.
167 of 1958 as amended (herzinafter referred to as ‘EGPC”}
and SHELL WINNING N.V. a comapny organjzed aznd exis-
ting under the laws of THE NETHERLANDS (hereinafter r2t-
cired to variously as “SHELL’’ or as “CONTRACTOR ™.

WITNESSETH

WHEREAS, all minerals including petroleum, exisung in
mines and quarries in the A.R.E., including the territosial waters
and the seabed subject to its jurisdiction extending beyond the
lerritorial waters, are the property of the State, and WHEREAS,
EGPC has applied for an exclusive concession for the expioration
and exploitation of petroleum in and throughout the area referred
to 1n Article II, and described in Annex “A’’ and shown approx-

imately in Annex “B’’ which are attached hereto and mu.de part
hereof; and
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WHEREAS, CONTRACTOR agrees to undertake its obli-
gations provided hereinafter as contractor with respect to the
exploration, development and production of petroleum in Said
Area ; and

WHEREAS THE GOVYERNMENT desires hereby to grant
such CONCESSION ; and

WHEREAS, the Minister of Petroleum pursuant to the
provisions of Law. No. 86 of 1956 may enter into concession
agreement with EGPC, and with “SHELL’’ as a contractor in
the Area.

NOW, therefore‘, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(@) EXPLORATION’’ shall include such geological, geophysical,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
holes, core holes, stratigraphic tests, holes for the discovery
of Petroleum or the appraisal of Petroleum discoveries and the
related holes and wells, and the purchase or acquisition of
such supplies, materials and equipment therefore, all as may be
contained in the approved Work Programs and Budgets.
The verb “explore’ means the act of conducting explora-
ation.

(b) “Development’’ shall include, but not be limited to, all op-
erations and activities pursuant to approved Work Program
and Budgets under this Agreement with respect to :

(/) the drilling, plugging, deepening, side tracking, redrilling,
completing, equipping of development o1l wells, the
changing of the status of a well form oil well to water
well and vice versa ; and
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(if) design, engineering, construction, installation, servicing
and maintenance of eqiupment, lines, systems, facilities,
plants and related operations to produce and operate
said development wells, taking, saving, treating, handling,
storing, flaring, transporting and delivering oil for
export repressuring and other secondary receovery
projects, and

(zi2) transportation, storage and any other work or activi-
ties necessary or ancillary to the activities specified in

(1) and (1),

(¢) “Petroleum’ means hquid crude oil of various densities,
asphalt, gas, casinghead gas and all other hydrocarbon
substances that may be found in, and produced, or otherwise
obtained and saved [rom the area under this Agreement.
and all substances that may be extracted therefrom.

() «Liquid Crude OiF’" or «“Crude Oil’” or <Oil’”> means any
hydrocarbon produced from the Area which is in a liquid
state at the wellhead or lease separators or which is extracted

from the gas or casinghead gas in a plant. Such term inculde
distillate and condensate.

(¢) «Gas s natural gas both associated and non-associated,
and all of its constituent elements produced from amy well
in the Area and all nonhydrocarbon substances theremy. Said
term shall mculde residaal gas.

(1) A <«barrel’” shall consist of forty-two (42) United States

gallons, hquid measure, corrected to a temperature of sixty
degrees (60) Fahrehiet.
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(g) “Commercial Well’’ means the first well on any Geological
teature which after testing for a period of not more than
thirty (30) consecutive days where practical, but in any event
in accordance with sound and accepted industry production
practices, and verified by EGPC, is found to be capable
of producing at the average rate of not less than three thous-
and (3000) barrels of oil per day (BOPD). The date of
discovery of a “Commercial Well’’ is the date on which
such well 18 completed and tested according to the above.

(%) “A.R.E.” means ARAB REPUBLIC OF EGYPT.

(t) “Effective Date”’ means the date on which the text of this

agreement is signed by the COVERNMENT, EGPC and
CONTRACTOR, after the relevant Law is issued.

(/) “Year” or <“Calendar Year’’ means a period of twelve (12)
months accordig to the Gregorian Calendar.

(k) “Financial Year” means the GOVERNMENT's financial
year according to the Laws and regulations of the A.R.E.

(/) “Tax Year” means the period of twelve (12) months accord-
ing to the Laws and regulations of the A.R.E,

() “An Affiliated Company’” means a company :

(/) The share capital, conferting a majority of votes at
stockholders’ meetings of such company, of which is
owned directly or indirectly by a party hereto ;

(i) Which is the owner directly or indirectly of share
capital conferring a majority of votes at stockholders
meetings of a party hereto : or
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(itf) Whose share capital conferring a majority of votes at
stockholders® meetings of such company and the share
capital conferring a majority of votes of stockholders’
meetings of a party hereto are owned directly or indi-

rectly by the same company.

Notwithstanding the f{oregoing sub-paragraph an < Affl-
rated Company” means in relation to Shell -

N.V. Koninklijke Nederlandsche Petroleumn Maatschappi;
and The ““Shell” Transport and Trading Company, p.l.z<.
and any company which is for the time being directly or
indirectly controlled by N.V. koninkljke Nederlandsche
Petroleum Maatschappij and The <Shell” Transport and
Trading Company, p.lec. or either of them.

For the purpose of foregeing definition

(7) a company is directly controlled by aiiother company or
compamnies holding shares carrying in the aggregate the
majority of votes cxercisable at general meefings:

(71} a particular company 1s indirectly controlled bv a com D-
any or companies (hereinafter called <the parent company
or companies’’) if a series of companies can be specified.
beginning with a parent company or companies and
ending with the particular company, so related that each
company of the series, except the pareat company or
companies, is directly controlled by one or more of the
companies earlier in the series.

‘) Exploration Block shali jpean an arca, the corner points
of which have to be coincident with 3° X 37 Jatitude and long-
itude divisions : accorcding to the International Grid Sysiem
where possible or with the existing boundaries of The Area

covered by this Concession Agreement as set out in Annex
i¢ A”
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(0) Development Block shall mean an area, the corner points of
which have to be coincident with 1° X 1° latitude and long-
itude divisions according to the International Grid System
where possible or with the existing boundaries of The Area
covered by this Concession Agreement as set out in Annex

“A,,_

() Development Lease (s) shall mean all or part of Development
block or blocks convering the geological structure capable
of production, the corner points of which have to be coincid-
ent with 1° X 1’ Jatitude and longitude divisions according
to the Internaiional Grid System where possible or with the
existing boundaries of the Area covered by this Concession
Agreement as set out in Annex “A’’.

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A’’ is a description of the Area covered and affected
by this Agreement, hereinafter referred to as <“The Area’.

Annex “B’’ is a provisional illustrative map on the scale of
approximately 1 : 250 000 indicating the Area covered and
aftected by this agreement and described in Annex “A”.

Annex “D’’ is the form of a Charter of the opsrating company
to be formed as provided for in Article VI hereof.

Annex “E’ is the Accounting Procedure.

Annexes “A’’, «B”’, «D” and “E’’ to this Agreement are
hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.
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ATRICLE LiJ
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and CONT-
RACTOR subiect to the terms. convenants and conditions set
out in this Agreement, which insofar as they are contrary to or
inconsistent with any provisions of LAW No. 66 of 1953, as amen-
ded, shall have the force of Law, an exclusive concession in anel
to thie Area described in Annexes “A’" and. “B*

(@) The GOVERNMENT shall own and be entitled, as herern-
afier provided (¢ a rovalty in cash or in kind of tep (10) percent
of the total quantity of petroleum prodiced and saved from
the Area during the development period including renewal.
said royalty shall be borne and paid by EGPC and shall not
be the obligation of the CONTRACTOR. The payment
of royalties by EGPC shall not be deemed to result in
income attiibutable to the CONTRACTOR.

(h) An 1nmitial exploration period of three (3) vears shall start
from the Effective Date, Two (2) successive extentions to
the initial exploration period of one (1) year and one (1) vear
shall be granted to CONTRACTOR atitsoption upon thirty
days prior written notice to EGPC and subject only to its hav-
ing fulfilled itsexpenditure and drilling obligations hercunder
for the preceding period. The Agreement shall be terminated
It po Commercial Discovery is established by the end of the
Fiith year of the exploration period. However, such period
may be extended ai CONTRACTOR s option for up to six
months to enable the completion of drilling and testing of
any well actually drilling or testing at the end of the fifth
(5th} year exploration period, but shall not exceed this period
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by more than six months. The election by EGPC to und-
ertake a sole risk venture under paragraph (c) immediately
hereafter shall not extend the exploration period nor afiect
the termination of the Agreement as to CONTRACTOR

(¢) ““Commerical Discovery’’ : After discovery of a Commercial
Well, Contractor shall, unless otherwise agreed upon under-
take, as part of its exploration program the apraisal of the
discovery by drilling one or more additional welis, to determine
whether such discovery is worthy of being developed com-
mercially, taking into consideration the recoverable reserves,
production ; pipeline and terminal facilities required, estimated
crude oil prices, and all other relevant technical and
economic factors.

A Commercial Discovery may consist of oae producing
reservoir or a group of producing reservoirs which after
appraisal is worthy of being developed commercially.
CONTRACTOR shall give notice of a Commercial Discovery
to EGPC immediately after the discovery is considered
by CONTRACTOR to be worthy of commercial development
but in any event not later than the completion of the second
«exploration’” appraisal well, or Twelve (12) months following
the date of the discovery of the Commercial Well whichever
is earlier; except that the CONTRACTOR shall also havethe
right to give such notice of Commercial Discovery with
respect to any reservoir or reservoirs even if the well or wells
theron are not “Commercial’’ whithin the definition of “Com-
mercial Well”’if in its opinion, a reservoir or group of reservoirs
considered collectively, could be worthy of development.
Following receipt of such notice EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial
Discovery. |
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The date of Commercial Discovery shall be the date EGPC
and CONTRACTOR mutually agree that a Commermal

Discovery exists.

1f Crude Oil 1s discovered but is not deemed by CONTRACT-
OR to be'a Commercial Discovery under the above Provisions
of this paragraph (¢), EGPC shall one (1) month after the exp-
iration of the period specified above within which. CON-
TRACTOR can give notice of Commercial Discovery or
thirteen (13) months after the completion of a well not cons-
idered a ““Commercial Well’> have the right, following sixty
(60) days notice in writing to CONTRACTOR, at its sole
cost, risk and expense to develop, produce and dispose of all
Cruae Otl frorm the geological feature on which the well has
been drilled. Said notice shall state the specific area covering
said geological feature to be developed, the weills to be
drilled, the production facilities to be installed and EGPC’s
estimated cost thereof. Witisin thirty (30) days after receipt
of said notice CONTRACTOR may, in writing, elect to
develop such area as provided foi in the case of Commercial
Discovery hereunder. In such event all terms of this Agre-

ement shall continue to apply to the specified area.

I CONTRACTOR elects not to develop such area, the sp-
ecific area covering said geological feature shall be set aside
for sole risk orperations by EGPC, EGPC shall be entitled
to peiform, or in the event Operating Company referred ¢+ in
Article VI has come mto cxistence, to have Operating Co T -
any perform, such opercucns for 1t at EGPC’s sole cost,
rsk anG expense. |

When 1 GPC has recovered from the Crude Qi produced
from such specific area a quantity of Crede Oil egual in value
to three hundred (300) percent of the cost it haS incurred
in carryimg out the sele risk operations, CONTRACTOR
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shall have the option, only in the event there has been 2
separate Commercial Discovery to share in further develop-
ment and production of that specific area uponpéying EGPC
one hundred (100) percent of such costs incurred by EGPC.
Such one hundred (100) percent payment shall be recovered
by CONTRACTOR from Cost Recovery Crude Oil 1n
the normal manner for the recovery of expenses under
Article VII (a). Immediately following such payment the
specific area shall either (1) revert to the status of an ordnary
Development Lease under this Agreement and thereafter

shall be operated in accordance with the terms hereof ; or
(ii) alternatively, in the event that at such time EGPC or 1ts
Affiliated Company is conducting all development operations
in the area at its sole expense and EGPC elects to continue

operating, the area shall remain set aside and CONTRAC-

TOR shall only be entitled to its production sharing percentage
of the- Crude Oil as specified in Article VI (b) below : Prov-

ided always that CONTRACTOR is allowed to recover the
100, payment mentioned above from Cost Recovery

crude oil in the normal manner for the recovery of expenses
under Article VII (a). The sole risk Crude Oil shall be

valued in the manner provided in Paragraph (c) of Article
VII. In the event of any termination of this Agreement

under the provisions of paragraph (b) above this agreement
shall, however, continue to apply to EGPC’s operation of any
sole risk venture hereunder, although such Agreement
shall have been terminated with respect' to CONTRACTOR

pursuant to the provisions of said paragraph (b) above.
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{d) The development period shall be twenty (20) years from the

13

date of the first Commercial Discovery. This period may
be renewed for an additional period of Five (5) years at the
option of CONTRACTOR upon six (6) months prior
written notice to EGPC.

Following Commercial Discovery the extent of the whole
area capable of production to be covered by devclopment
jease or leases shall be mutually agreed upon by EGPC and
CONTRACTOR and be subject to the approval of the M-
ister of Petroleum. Such area shall then be converted automati-
cally mnto a dévelopment lease or leases without the issuance
of any additional legal instrument or permission.

Development operations thereafter shall be started promptly
by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engi-
neering principles, until the field s considered to be fully
developed. In the event no commercial Production of

Petrolenm in regular shipments 1s established inany Develop-
ment Block within Three (3) years from the date of the ap»-
roval of the Minister of Petroleum referred to hereinabove
such a Development Block shall immediately be surrendered
unless otherwise agreed upon by EGPC, or ualess failure to
achieve commercial production as aforesaid/was due to Force
Majeure as defined in Article XX hereof.

CONTRACTOR shall bear and pav all the costs and expenses
required m carrving out all the opcrations under this Agx-
reement but such costs and cxpenses shall not in:lude any
interest on hmvestment, and CONTRACTOR saall ook
only to the Petroleum to which ttis entitled uader thus Ag-
reement to recover such costs and expeases. Such cosis
and expenses shall be recoverable as provided in Article V1.
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During the term of this Agreement and its renewal, the total
production achieved in the conduct of such operations shall
be divided between EGPC and CONTRACTOR in accor-

dance with the provisions of Article VII.

0 1.

COCNTRACTOR shall be subject to the laws in force
in the A.R.E. and the political sub-divisions thereof,

which impose taxes on or are measured by income or
profits, including those laws imposing the commercial

and industrial profits tax, municipal tax, defence tax

and national security tax on income and dividends paid
with respect to shareholders (hereinafter referred to as
“A.R.E. Income Taxes’”), and except as otherwise
provided in the Agreement, shall comply with the requi-
rements of such laws with respect to the filing of returns,
the assessment of tax, and the keeping for review by
authorised persons of books and records.

Any A.R.E. Income Taxes as described above which
may be levied against CONTRACTOR’s shareholders
as a result of CONTRACTOR'’s activities under this

Agreement shall be assumed, paid, and discharged by
EGPC. 1t 1s expressly agreed and acknowledged that

EGPC’s share of the volume of crude oil as determined

under Article VII includes a volume of crude oil to mset
the CONTRACTOR’s and the CONTRACTOR'’s

shareholders A.R.E. Income Taxes as describasd above

in this paragraph (1) (1).

FEGPC agrees that proceeds from such crude o1l volu-
mes will be used to meet CONTRACTOR s Income {ax

liability in A.R.E. as and when due.
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2. For purposes of applying paragraph (f) (D of this
Article, the total taxable income of CONTRACTOR
in respect of any Tax Year shall be an amount calcu-

lated as follows :

(i) The total of the sums received by CONTRACTOR.
from the sale or other disposition of all Crude Oil
acquired by CONTRACTOR pursuant 1o Article:

VII, paragraphs (a) and (b) ;

LESS

(@) The costs and expenses of CONTRACTOR
which are allowed to be recovered in the Tax
Year under paragraph (a) of Article VII ; and

() The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude:
Qil taken and separately disposed of by CON-
TRACTOR pursuant to Article VII, paragra-

ph (a) (2):

PLUS

(if) An amount equal to CONTRACTOR’s A.R.E..
Income Taxes.

3. EGPC shall assume, pay and [discharge, on behalf of
CONTRACTOR, CONTRACTOR’s "A R.E. ;sIncome
Taxes out of the sums received by EGPC from’the sale
or other disposition of its sharejof the | Crude Oil.

4. EGPC shall furmish to CONTRACTOR the proper
official receipts evidencing the payment of CONT-
RACTOR’s A.R.E. Income Taxes, within sixty (60)
days following the receipt by EGPC of CONTRACTOR.
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tax declaration for the preceding Tax Year. Such re-
ceipts shall be issued by the proper;Tax Authorities and
shall state the amount and other particulars customary

for such receipts.

(g) In calculating 1ts A.R.E. Income Taxes, EGPC shall be en-
tiled to deduct royalties :paid by EGPC to the GOVER-
NMENT and the A.R.E. Income Taxes of CONTRACTOR
paild by EGPC on CONTRACTOR’s behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) CONTRACTOR shall commence exploration operations
hereunder not later than six (6) months after the Effective
Date. Not later than the end of the twentieth (20th) month
after the Effective Date, CONTRACTOR shall start explo-
ration drilling in the Area, with a commitment of drilling

three (3) wells during the initial exploration perjod.

EGPC shall make available for CONTRACTOR’s use alf
seismic, well and other exploration data in EGPC’s posses-
sion with respect to the Area. |

(b) The initial exploration period shall be three (3) vyears.
CONTRACTCGR may extend this exploration period for
another two (2) add:itional pertods of one (1) year each res-
pectively 1n accordance with Article il b, each upon giving
thirty (30) days prior written notice to EGPC and subject

to CONTRACTOR having fulfilled expenditure o f its mini-
mum exploration obligations for the then current period.
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CONTRACTOR shall spend a minimum of twenty seven
(27) Million U.S. Dollars on exploration operations and
activities related thereto during the initial three (3) year
exploration period ; provided that Contractor shall drill

three (3) wells.

For the first one (1) year extension period that CONTRACTOR
elects to extend beyond the initial exploration pertod
CONTRACTOR shall spend a minimum of Twenty (20)
Million U.S. Dollars and for the second one (1) year exten-
sion period, CONTRACTOR shall spend a minimum of
Twenty (20) Million U.S. Dollars ; during each of such
extensions contractor shall drill two (2) wells.

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial Three
(3) year exploration period or during any period thereatter,
the excess may be subtratced from the minimum amount
of money required to be expended by CONTRACTOR
during any succeeding exploration period or periods, as the
case may be without affecting the work commitment obli-
gation. Wells drilled in excess of the drilling obligations 1n
any exploration period may be carried forward and credited
to the drilling obligations of the following exploration periods.

in case CONTRACTOR surrenders its exploration obli-
zations in this Agreement as set forth above beiore or at
she end of the Third (3) year of the initial period, having
axpended less than the total sum of Twenty Seven (27)

Million U.S. Dollars on exploration or in the event at the
end of the initial Jexploration period CONTRACTOR has
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expended less than said sum in the Area, an amount equal to
the difference between the said Twenty Seven (27) Million
U.S. Dollars and the amount actually spent on exploration
activities shall be paid by CONTRACTOR to EGPC at
the time of surrendering or within three (3) months from the
end of year of the initial exploration period, as the case
may be. Any expenditure deficiency by CONTRACTOR
at the end of any additional period for the reasons above-
noted shall similarly, result in a payment by CONTRACTOR

to EGPC of such deficiency.

Provided this Agreement is still in force as to CONTR-

ACTOR, COTRACTOR shall be entitled to recover any
such payment as exploration expenditure in the manner pr-
ovided for under Article VII in the event of commercial prod-

uction.

Without prejudice to Article III (b), in case no Commercial
Discovery is established by the end of the third exploration
period, or in case CONTRACTOR surrenders i1ts explo-
ration obligations under this Agreement prior to such time,
EGPC shall not bear any of aforesaid expenses spent by

CONTRACTOR.

(¢ ) At least four (4) months prior to the beginning of each fin-
ancial year or at such other times as may mutually be
agreed to by EGPC and CONTRACTOR, CONTRACTOR

shall prepare an Exploration Work Program and Budget
for the Area setting forth the exploration operations which

CONTRACTOR proposes to carry out during the ensuing
year.

During the exploration period, such Work Program and
Budget shall be at least sufficient to satisty CONTRACTOR’s
minimum expenditure obligations for the period it covers,

- S

taking into account any credits for -excess expenditures and
work in any prior exploration period.
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(@)

The Exploration Work Program and Budget shall be revi-
ewed by a joint commuittee to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploration
Advisory Committee®’, shall consist of six (6) members, th-

ree (3) of whom shall be appointed by EGPC and three (3)

by CONTRACTOR. The Chairman of the Exploration
Advisory Committee shall be designated by EGPC from
among the members appointed by it. The Exploration
Advisory Committee shall review and give such advice as it
deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Explor-
ation Work Program and Budget to EGPC for its approval.
Following such approval, it i1s further agreed that :

(i) CONTRACTOR shall not substantially revise or modifY

said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC.

(if) In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. |

Such expenditure shall be considered im all respects
as exploration expenditure and shall be recovered purs-
uant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid costs except as provided for in this
Agreement.
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(e) CONTRACTOR shall be respt)hSlble for the preparat-

lon and performance of the Exploration WorkY Program
which shall be implemented in a workmanlike manner and
1n accordance -with good industry practices.

Except as is appropriate for the processing of data, labor-
atory, specialized engmeering, and development studies ther-
eon,to be made in specialised centers outside A.R.E., all
geologmal and geophysical studies as well as any other studies

related to the performance of this Agreement, shall be made
in the A.R.E,

CONTIRACTOR shall entrust the management of explorat-
1on operations in the A.R.E. to its technically competent
General Manager and Deputy General Manager. The
names of such Manager and Deputy General Managm shall,
upon appointment, be forthwith notified to the GOVERN-
MENT and to EGPC. The General Manager and, in his
absence, the Deputy General Manager shall be entrusted by
CONTRACTOR with sutficient powers to carry out immed-

1ately all lawful written directions given to them by the GOV-

ERNMENT or its representative under the terms of this
Agreement.

All lawful regulations issued or hereafter to be issued which
are applicable hereunder and not in conflict with this Agre-
ement shall apply to CONTRACTOR. '

(f) CONTRACTOR shall supply EGPC, within Thirty (30)
days from the end of each calendar guarter, with a Statement

of Exploration Activity showing costs 1ncurred by CONT-
RACTOR during such quarter.

CONTRACTOR’s records and necessary supporting doc-
uments shall be available for inspection by EGPC at any
time during regular working hours for three (3) months from
the date of receiving each Statement.
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Within the three (3) months from the date of receiving such

Statement, EGPC, shall advise CONTRACTOR in writing
if 1t considers:

(i) that the record of costs is not correct;

(7ii) that the costs of goods or services supplied are not in line
with the international market prices for goods or servi-
ces of similar quality supplied on similar terms prevailing
at the time such goods or services were supplied pro-
vided however, that purchases made and services per-
formaed within A.R.E, shall be subject to Article XXV;

(iii) that the condition of the materials furnished by CON!
TRACTOR does not tally with their prices; or

(iv) that the costs incurred are not reasonably required {or
operations.

CONTRACTOR shall confer with EGPC in connection with
the problems thus presented, and parties shall attempt to
reach a settlement which is mutually satisfactory. If within
the time limit of the three (3) months period provided
for in this paragraph, EGPC has not advised CONTRACTOR

of its objection to any statement, such statement shall be
Considered as approved.

It within the time limit of three (3) months EGPC has ad-
vised CONTRACTOR of its objection to any statement then
CONTRACTOR shall confer with EGPC in connection with

the problem thus presented and the partics shall attempt
to reach a final settlement thereto.

(g0 CONTRACTOR shall supply all funds necessary forits opera-
tions in A.R.E. under this agreement in freely convertible
currency from abroad. CONTRACTOR shall have the right
to buy Egyptian currency whenever required and the conver-
sion shall be made at the local banks in the A.R.E. accord-
ing to the Official A.R.E. Rate of Exchange.

(h) EGPC is authorized to advance to CONTRACTOR at z
bank to be designated by the CONTRACTOR the Egyptian
currency required for the operations under this Agreement
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against receiving from Contractor an equivalent amount
of U.S. Dollars at such the-official A.R.E. rate of exchange,
such dollars to be deposited in and EGPC account abroad
with a correspondent bank of the National Bank of Egypt,

Cairo. Withdrawals from said account shall be used for
financing EGPC’s and its affiliates, foreign currency
requirements in accordance with their approved budgets anc
subject to the approval of the Minister of Petroleum.

ARTICLELV
MANDATORY AND VOLUNTARY RELINQUISHMENTS

Mandatory

At the end of the Third (3rd) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GOVERNM-

ENT a total of Twenty Five (25) percent in Exploration Blocks.
of the original Area, not by then converted to a Develompent

Lease or I.eases.

At the end of the Fourth (4th) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional Twenty
Five (25) percent in Exploration Blocks of the original Area, not
by then converted to a Development Lease or Leases.

Without prejudice to Article II and XXI, at the end of the
Fifth (5th) year exploration period, CONTRACTOR shall re-

linquish the remainder of the original Area not then converted
to a development lease or leases.

Voluntary

CONTRACTOR may, voluntarily, during any period relin-
quish all or any part of the Area in Blocks provided that at
the time of such voluntary relinguishment its financial obligations

for exploration expenditure under Article IV paragraph(b) have
been satisfied for such period. |
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Aﬁy relinquishments hereunder shall be credited toward

the mandatory provisions of the above paragraph. Following
Commercial Discovery, EGPC and CONTRACTOR shall mu-

tually agree upon any area to be relipquished thereafter, except
for the relinquishment provided for above at the end of the total

exploration period.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(@) On Commerical Discovery, EGPC and CONTRACTOR

shall form in the A.R.E. an operating company which shall
be called GEMSA PETORLEUM COMPANY hereinafter
referred to as “GEMPETCO” or as Operating Company.
GEMPETCO shall be subject to the laws and regulations

m force in the A.R.E. to the extent that such laws and reguT
lations are not inconsistent with the  provisions of this
or the charter of GEMPETCO.

However, GEMPETCO shall, for the purpose of this Agreeme-
nt, be exempted from the following laws and regulations as
now or hereafter amended or substituted : '

— Law No. 141 of 1963, on the formation of board of
directors at private companies, societies and corpora-
tions, and on the manner of workers representation
thereon.

— Law No. 97 of 1976 organising dealings in foreign cur-
rencies.

— Law No:. 48 of 1978 on the staff Regulations of Public
Copmanies |
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— Law No. 133 of 1981 promulgating the law on consump-
tion tax as amended.

— Law No. 159 of 1981 promulgating law on joint stock
companies, partnership limited by share companies
and limited liability companies ;

— Law No. 97 of 1983 Promulgation Law concerning public
sectors corporations.

(b)) The Charter of GEPMETCO is hereto attached as Annex
“I)’°. Within thirty {30) days after tis date of Commerical
Discovery, the Charter shall take effect and Operating Com-
pany sall automatically comsz into exisizncz, witho1l any
further procedures.

(c) Ninety (90) days after the date Operating Company comes
into existence in accordance with paragraph (b) above, it
shail prepare a Development Work Program and Budget
for the remaindsr of the year in which the Commercial
Discovery 1s made ; and not later than four months bzfore
the end of the current financial year (or such other date as
may be agreed upon) and four months preceding the com-
mencement of each suceeding financial year thereafter (or
such other date as may be agreed upon) Operating Company
shall prepare an annual Production Schedule, Work Program
and Budget for the succeeding financial year. The Produc-
tion Schedule, Work Program and Budget shall be submitted
to the Board of Directors for approval and to be finally
approved by EGPC.

{d) Not later than the twentieth (20th) day of each month, Ope-

h rating Company shull furnish to CONTRACTOR a written
estimate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month expre-

~ssed in U.S. Dollars having regard to the approved budget o

&«
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Such estimate shall take into consideration any cash expected
to be on hand at month end.

Payment for the appropriate period of such month shalt
be made to the correspondant bank designated in paragraph
(e) below on the first day and fifteenth days respectively, or
the next following business day, if such day is not a business
day.

(¢) Operating Company is authorized to Keepat itsjownfdisposaﬁ
abroad in an account opened with a correspondent bank
of the National Bank of Egypt, Cairo, the foreign funds ad-
vanced by CONTRACTOR .: Withdrawals from said account
shall be used for payment for goods and services acquired
abroad and for transferring to a local bankin the A.R.E. the
required amount to meet expenditures in Egyptian Pounds, of
Operating Company in connection with its activities under
this Agreement. '

Within sixty (60) days after the end ofeach Financial Year.
Operating Comapny shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified
by a recognised firm of auditors, showing the funds credrted
to that account, the disbursements made out of that account
and the balance outstanding at the end of the year.

(f) If and for as long during the period of production operations
there exisis an excess capacity in facilities which cannoz
during the period of such excess be used by the Operating
Company, the CONTRACTOR will consult with EGPC
to find a mutually agreed formula where by EGPC may use
the excess capacity if it so desires without any unreasonable
financial, or operational disadvantage tothe CONTRACTOR.
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ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND

(@ 1.

()

(#)

PRODUCTION SHARING

Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration development and related
operations under this Agreement to the extent and oui
of Forty(40) percent quarterly of all Crude Oil Produced
and saved from all development leases within the Area
hereunder and not used in petroleum operations. Suck
Crude Oil is hereinafter referred to as “Cost Recovery

Crude O1l”’.

For all Exploration, Ijevelopment and Production here-
under, such costs and expenses shall be recovered
from Cost Recovery Crude Oil in the following

manner :

All Operating Expenses, incurred after initial Commerc-
ial Production, which forthe purposes of this Agreement
shall mean the date on which the first regular saipment
is made, shall be recoverable either 1n the Tax Year
in which such costs and expenses are incurred and paid
or the Tax Year in which initial Commercial Production

occurs, whichever is later date.

Exploration Expenditures including those accumulated
prior to the commencement of initial Commercial Prod-
uction, which for the purposes of this Agreement shatl
mean the date on which ihe first regular shipment is made,
shall be recoverable at the rate of twenty (20) perceat
per annum starting either in the Tax year in which such
expenditures are incurred and paid or the Tax Year
which initial Commercial Production commences, which-

ever i1s the later date.
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(iii) Development Expenditures, including those accumulated
prior to the commencement of initial Commercial Pro-
duction shall be recoverable at the rate of twenty (20)
percent per annum starting in the Tax Year in which
such expenditures are incurred and paid or the Tax

Year in which initial Commercial Production commences,
whichever i1s the later date.

(iv) To the extent that, in a Tax Year, costs, expenses Of
expenditures recoverable per paragraphs (i), (il) aad
(111) preceding exceed the value of all Cost Recovery
Crude Oil for such Tax Year, the excess shall be carped
forward for recovery in the next succeeding Tax Year
or Years until fully recovered, but in no case after the
termination of the Agreement, as to CONTRACTOR.

(v) For the purpose of determining the classification of all

costs, expenses and expenditures for their recovery,
the following terms shall apply ;:

- 1. <“Exploration Expenditures’® shall mean all costs
and expenses for Exploration.

2. <“Development Expenditures’’ shall meaa all costs

and expenses for development with the exception
of operating expenses.

3. “Operating Expenses” shall mean all costs, expen-
ses and expenditures incurred after mitial Com-
mercial Production, which costs, expenses and
expenditures are not normally depreciabie.

However, operating expenses shall include work
over repair and maintenance of assets but shall
not include any of the following, which shall be
incladed in development or exploration expanditurss ;
side tracking, redrilling and changing of the status
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of a well from oil well to water well and vice versa,
replacement of assets or a part of an asset, majoc
overhauling that extends the life of the asset,
additions, improvements and renewals.

(vi) It is understood and agreed uvpon that the recovery of
costs and expenses as based upon the rates referred to
above shall be allocated to each quarter proportionately
(one fourth to each quarter). However, any recove-

rable costs and expenses not recovered in one quarter,
as thus allocated, shall be carried forward for recovery

in the next succeeding quarters.

9 CONTRACTOR shall each quarter take and separately
dispose of all Cost Recovery Crude Oil produced,
except as provided in sub-paragraph (a) (3) below of
this Articie VI1I, plus its share of the balance of the
Crude Qil as stipulated in paragraph (b) below of this
Article VII. To the extent that the value of the Cost
Recovery CrudeOil (as determined in sub-paragraph
(c) below) exceeds the actual recoverable costs and
expenditures, including any carry forward from paragraph
(a) (1) (iv) above, to be recovered in that quarter, the
value of such excess Cost Recovery Crude Oil actually
taken and separately disposed of by CONTRACTOR shall
be paid by CONTRACTOR to EGPC mn the manner
set forth in Article IV of the Accounting Procedure
contained in Annex “E” and CONTRACTOR shall be

deemed to have purchased such excess Cost Recovery

Crude Oil.

3. Ninety (50) days prior to the commencement of each
year EGPC shall be entitled to elect by notice 1n writing

to CONTRACTOR to take delivery in kind, F.O.B.
export terminal or other agreed delivery point, of up
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to hundred (.100%) percent of any excess Cost Recovery
Crude Qil for that year, and thereby reduce the amount
to be purchased by CONTRACTOR in the same perce-

ntage amount.

{b) Production Sharing :

The remaining sixty (60) percent of the Grude Oil shall be
taken and disposed of separately by EGPC and CONTRA-

CTOR according to the following incremzatal scale :

_ ______________;___—————
| .

Crude O pmduoed and saved g
ander this agreement and not used |[EGPC CONTRACTOR

in Petroleum Operations. % %
— up to 30,000 barrels per day L8l | 19
|
— in excess of 30,000 and up fo |
50,000 bbls per day | 83 | 17
— in excess of 30,000 and up to | |
100,000 bbls per day. 85 15
N
— in excess of 100,000 bbls per day. 88 12

!
1

i Al = .

fcy 1. Tt 1s the mtent of the parties that the vaiue of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for Crude Qil. For the purposc of evaluating the
prevailing market value of the quantity of Cost Recovery
Crude Oil to which CONTRACTOR is entitled her-
eunder during each calendar semsster,the w2ignted average
price realized for comparable quantities on comparable
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credit terms in freely convertible currency from F.O.B.
point of export sales to non- affiliated companies during
such semester at armslength by either EGPC or CON-
TRACTOR under all Crude Oil sales contracts currently
in effect, (but excluding crude oil spot sales not cons-
istent with prevailing market prices for similar Crude Oil
and also excluding Crude Oil sales contracts involving
barter), whichever is higher, shall be used. It is unders-
tood that in the case of C.LF. sales, appropriate deduc-
tions shall be made for transport and insurance charges
to calculate the F.O.B. point of export price: and in
both FOB and CIF sales the appropriate adjustment
for quality of crude oil, freight advantage or disadvantage

of port of loading and other appropriate adjustmzants
shall be made. Nevertheless, if CON TRACTOR cons-
iders the value of the Cost Recovery Crade Oll so d3i-
ermined not to refiect the market Conditions prevailinz
during the calendar semaster, CONTRACIOR a1l EG-

PC shall meet and matually agree upon thz price.

2. If during any calendar semester there are no such sales
by EGPC or CONTRACTOR under Ceude Oil sales
contracts currently ineffect, EGPCand CONTRACIOR
shall meet and mutually agres upon the price of Crude
Oil to be used in determining the value mzntioned in sub-
paragraph (c) (1) above. Pending such mutual agreem:nt
the price used shall bz the last price determinad pur-
suant to sub-paragraph (c) (1) o- under this sub-paragraph
(¢) (2) whichever is later and appropriate adjustm>3nt
will be made thereto after determination of a mutually
agreed price by EGPC and CONTRACTOR.
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(d) Operating Company shall prepare (not less than niaety (30)
days prior to the beginning of each calendar semsster fol-
lowing regular production) and furnish in writing to CON-
TRACTOR and EGPC a forecast setting out the total qu-
antity of petroleum that Operating Company estimnates ¢an
be produced, saved and transvorted hereunder during such
calendar semester in accordance with good oil industcy

practices. Operating Company shall endeavour to produce
cach calendar szmaster the forecast quantity. The Crude
Oil shall be run to storage tanks constructed, maintained and

operated according to Government Regulations, by Opera-
ting Company in which said Crude Oil shall be mztered or

otherwise measured for royalty, and the other purposes requi-
red by this Agrecment.

() CONTRACTOR shall have the right and the obligation
to separately take and dispose of currently all of the Crude
0il to which it is entitled as is determined in accordonce with
sub-paragraphs (a) and (b) of this Arcticle. Subject to payment.
of sums due EGPC undar Articles VII (a) (2) and IX,
CONTRACTOR shall have the right to retain abroad all
funds acquired by it abroad including the proceeds from the
sale of its share of Crude Oil exported.

(f) At a reasonable time pruior to the Commnz2nzemznt of Com-
merical Production EGPC and CONTRACTOR shall mz:i
and agree upon a procedure for schedaling tanker liftings
from the agrezd upoa point of export.

ARTICLE Vl1li

TITLE TO ASSETS

(@ EGPC shall bzcom: gthe owaner of all assets acguired and
owned by CONTRACTOR connection with the opzrations
carried out by CONTRACTOR or Operating Company 1a
accordance with the following :

. Land shall b=coms the propsarty of EGPC as soon as it
is purchased.
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(D)

(c)

2. Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as they
become subject to recovery in accordance with

provisions of Article VII; or at the time of termination
of the Agreement, whichever first occurs.

The Book Value of the Assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC
or by Operating Company to EGPC and Contractor wi-
thin thirty (30) days of the end of each quarter.

During the term of this Agreement and the renewal period

EGPC, CONTRACTOR and Operating Companv are en-
titled to the full use of all fixed and movable assets in conn-
ection with operations hereunder in (1) the Area and (2) any

other area approvedby EGPC and CONTRACTOR and
proper accounting adjustment shall be made. CONTR-

ACTOR and EGPC shall not dispose of the same except
with agreement of the other.

CONTRACTOR may freely import into A.R.E. use ther-
ein and freely export at the end of such use machinery and
equipment which it either rents or leases in accordance
with good industry practices.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC as a Signature Bonus

the sum of Six (6) Million U.S. Dollars on the Effective Date.

(b) CONTRACTOR shall also pay to EGPC the additional

sum of Five (5) Million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the
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rate of Twenty Five Thousand (25,000) barrels per day for

a period of thirty (30) consecutive producing days. Pay-
ment will be made within fifteen (15) days thereafter.

(¢) CONTRACTOR shall also pay to EGPC the additional
sum of Fight (8) Million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the
rate of Fifty Thousand (50,000) barrels per day for a period
of thirty (30) consecutive producing days. Payment will
be made within fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional
sum of Ten (10) Million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the
rate of One Hundred Thousand (100,000) barrels per day
for a period of thirty (30) consecutive producing days. Pay-
ment will be made within fifteen (15) days thereafter.

(e) All the above mentioned Bonuses shall in no event be re-
covered nor amortized by CONTRACTOR

() In the event that EGPC elects to develop any part of the
Area pursuant to the scie Tisk provisions of Article 11l (c)
hereinabove, productiop from such sole risk area shall be
considered for the purposes of this Article 1X onlv it CONT-
RACTOR exercises its option to share in such pro cuction,
and onlv from the initial date of sharng.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

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

L

The General Manager and Deputy General Manager shall
ke entrusted by CONTRACTOR with sufficient power to carry
cut immediately all local written directions given to him by the
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GOVERNMENT or its representatives under the terms of this
Agreement. All lawful regulations issued or hereafter to be
issued which are applicable hereunder and not in conflict with
this Agreement shall apply to the duties and activities of the
General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are
sent to him by registered mail to CONTRACTOR'’s office in

A.R.E. All matters and notices shall be deemed to be validly
served which are left at the office of the Chairman of EGPC or
which are sent to him by registered mail at EGPC’s main office

im Carro.

ARTICLE XI
"SAVING OF ![PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, according
to generally accepted methods in use in the oil industry to
prevent loss or waste of petroleum above or under the ground
in any form during drilling, producing gathering and distrib-
uting or storage operations. The GOVERNMENT has the

right to prevent any operation on any well that it might
reasonably expect would result in Joss or damage to the

well or the o1l field.

b) Upon completion of the drilling of productive well, Operating
Company shall inform the GOVERNMENT or its represen-
tative of the tunie when the well will be tested and the produc-

tion rate ascertained.

(¢) Except in 1nstances where multiple producing formations in
the same well can only be produced economically through a

single tubing string, Petroleum shall not be produced from
multiple ol carrying zones through one string of tubing at
the same time, except with the prior approval of the GOV-

ERNMENT or 1ts representative.
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(d) Operating Company shall record data regarding the quantities
of petroleum and water produced monthly from each devel-
opment lease.

Such data shall be sent to the GOVERNMENT or its repres-
entative on the special forms provided for that purpose within
thirty (30) days after it is obtained. Daily or weekly statistics
regarding the production from the Area shall be available
at all reasonable times for examination by authorized

representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any
other materials used in the well for the purpose of protecting
petroleum, gas or fresh water bearing strata.

Any substantial change of mechanical conditions of the well
after its completion should be subject to the approval of the
representative of the GOVERNMENT.

ARTICLE Xl

CUSTOMS EXEMPTIONS

(@) EGPC, CONTRACTOR, Operating Company and their
Contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permitted 1o
import and shall be exempted from customs duties, with
respect to the importation of machinery, equipment
vehicles, materials, supplies, consumable items foodstufis and
movable property when certified by responsible representative
of EGPC, to be used solely in carrying on operations under

this Agreement.
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Each expatri:te employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall
be permitted to import and shall be exempt form all customs
duties with respect to the reasopable importation of household
o00ds, consumable items, foodstuffs (within the limits approved
by Ministry of Petroleum) and personal effects including one
automobile provided however, that such properties are 1mpot-
ted for the sole use of the employee and his famuly and
provided further, that no such property imported by the
employee shall be resold by him in the A.R.E. except 1in
accordance with GOVERNMENT regulations.

f(c) The exemption provided in (a) of this Article shall not apply
to any imported items when EGPC considers and shows
that items of the same or substantially the same kind and
quality are manufactured locally and are available for
purchase and timely delivery in the A.R.E. at price not
higher than ten (10) percent meore than the cost of the

imported item before customs duties, but after transportation
and Insurance costs have been added.

(d) Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or non-exempt from customs
duties, taxes or imposts under this Article may be exported

by the importing party at any time without the payment of
any export duty or impost.

(e) Used but serviceable equipment and goods resulting from
operations hereunder may be sold within the A.R.E. prov-
ided that the purchasers pay the applicable customs duties

taxes or imposts, If any except if sold to EGPC or an
affiliated company of EGPC.
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(f) Material, equipment and goods so damaged or used asto be

(g)

(/2)

(1)

()

non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap or junk (any such CONTR-
ACTOR’s appraisal being subject to EGPC approval and any
such Operating Company’s appraisal being subject to EGPC
and CONTRACTOR apvroval) may be sold as scrap or
junk without pavment of customs duties, taxes or 1Imposts.

In the event of such sale under sub-naragranhs (¢) and (f,
above, the proceeds from such sales shall be divided in the
following manner :

CONTRACTOR shall be entitled to reimbursement of its

unrecovered costs, if any, in such material or equipment and
the excess, if any, shall be paid to EGPC.

“Customs Duties’™. as used herein shall include all duties,
taxes or imposts {(except those charges paid to the GOVERIN-
MENT for actual services rendered,) which are payable as
a result of the importation of the item or items undzr
consideration.

There shall be no licence required and CONTRACIOR,
EGPC, Operating Company and their respective buyers shall
be exempted from any duty, tax, fee or any other financial
impost in respect of the export of Petroleum hercunder.

EGPC, CONTRACTOR, Operating Company and them
contractors and sub-contractors engaged m this Agreement, tor
the purposes of this Article X 11 and without prejudice 10
the limits and restrictions laid down in paragraphs (a) and
(b) above, shall bz exempted from Ilaw No. 133 of 198]
promulgating the Jaw on consumption tax as now or hereatter
amended or substituted by auj% subsequent laws.
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ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND
PAYMENTS

(a)! EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of acc-
ount, i accordance with the Accounting Procedure in Annex
“E” and accepted accounting practices generally used in
the petroleum industry, and such other books and records as
may be necessary to show the work performed under this
Agreement, including the amount and value of all petroleum
produced and saved hereunder.

CONTRACTOR and Operating Company shall keep their
books of account and accounting records in United States
Dollars. Operating Company shall furnish to the GOV-
ERNMENT or its representative monthly returns showing
the amount of petroleum produced and saved hereunder.
Such returns shall be prepared in the form required by the
Government, or its representative and shall be signed by the
General Manager or by the Deputy General Manager'?
a*duly designated deputy, and delivered to the GOVER-
NMENT or its representative within thirty (30) days aftel;

the end of the month covered in the return.

Y

(6) The aforesaid books of account and other books and records
"~ referred to above shall be available at all reasonable times for
inspection by duly authorized represeniatives of the GOV-
ERNMENT.

(¢) CONTRACTOR shall submit to EGPC a Profit and Loss .
Statement for the Financial Year net later than three (3)

months after the commencement of the following ﬁnanmalyear

to show its net profit or loss from the petroleum operations
under this Agreement for such year. CONTRACTOR shal)
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at the same time submit a year-end Balance Sheet for the
same financial year to EGPC. The Balance Sheet and
Financial Statements shall be certified by an Egyptian certi-
fied accounting firm accepted by EGPC.

ARTICLE X1V

RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement is in force, maintam
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and/or Operating Company shall
furnish theGOVERNM ENTor its representative, in conformity
with applicable regulations or as the GOVERNMENT or 1ts
representative may reasonably require information and data
concerning its operations under this Agreement. Operating
Company will perform the functions indicated in this Article
X1V in accordance with its respective role as specified in Arti-

cle VI.

(b)) CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portion
of each sample of cores and cuttings taken from drilling wells,
to be disposed of, forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.

All samples acquired by CONTRACTOR and/or Operating
Company for 1ts own purposes shall be considered available

for inspection at any reasonable time by the GOVERNMENT
or its representatives.

(¢) Unless other-wise agreed to by EGPC, in case ol exporting
any rock samples outside A.R.E,, samples equivalent in size
and quality shall, before such exportation, be delivered to
EGPC as representative of the GOVERNMENT.

(d) Originais of records can only be exported with the permissjgpn
of EGPC; provided however, that magnetic tapes and gny
oiker data which must be processed or analyzed outside th,
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A.R.E. may be exported if a monitor or a comparable record,
if available, is maintained in A.R E. and provided that such
exports shall be repatriated to A.R.E. immediately upon
EGPCrequest on the understanding that they belong to EGPC.

(e) ; During the period CONTRACTOR is conducting the expl-
oration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or employees
to have full and complete access to the Area at all reasona-
ble times with the right to observe the operations being

conducted and to inspect all assets, records and data kept
by CONTRACTOR.

EGPC’s representative, in exercising its rights under the
preceding ssatencze of this paragraph (e), shill not interfere
with CIONTRACTIOR’s opzarations. CONTRACTOR shall
provide EGPC with copies of any ani all data (including, but
not limited to, g2olozical and geophysical reports, logs and
well surveys) information and interpretation of such ydata,
and other @information- in JCONTRACTOR’s possession.

For the purpose of obtaining new offers, the GOVERNMENT
and or EGPC may show any other party geophysical and

geological data ( the age of which is not less than one year)
with respect to the Area. ’

ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible
in law toward third parties for any damage caused by CON-

TRACTOR’s exploration operations and shall indemnify the
GOVERNMENT and/or EGPC against all damages for which

they may be held hable on account of any such operations.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the Area covered by this Agreement and
to the operations conducted thereon. Such representatives
may examine the books, registers and records of EGPC,
CONTRACTOR and " Operating Company and make a
reasonable number of surveys, drawings and tests for the
purpose of enforcing this Agreement. They shall, for this
purpose, te entitled to make reasonable use of the machinery
and instruments of CONTRACTOR or Operating Company
on the condition that no danger or impedment to the opesa-
tions hereunder shall arisc directly or indirectly from such use.
The GOVERNMENT shall indemuify and reimburse
CONTRACTOR or Operating Company for any loss or
damage which may in fact result from any such use of said
machinery and instruments. Such representatives shall be
grven reascnable assistance by the agents and employees oy
CONTRACTOR or Operating Company so that none of the
activities shall endanger or hinder the safety or efficiency
of the Operations.

CONTRACTOR or Operating Company shall offer such
representatives all privileges and facilities accorded to its own
employees in the field and shall provide them, free of charge,
the use of rczsonable office space and of adequately furnished
housing whiie they are in the field for the purpose of facili-
tating the oLjectives of this Article. Any and all information
obtained by the GOVERNMENT or its representatives

underthis Article XV1 shall be kept confidential with respect
to the Area.

ARTICLE XVII

EMPLCGYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{a) It is the desire of EGPC and CONTRACTOR that opera-

tions hereunder be conducted in a business-like and efficient
manner.

1. The expatriate administrative, professional and techni-
cal personnel employed by CONTRACTOR and/or
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(5)

(¢)

(d)

Operating Company and the personnel of its contract-
ors for the conduct of the operations hereunder, shall
be granted a residence and Work Permit as provided
for in Law No. 89 of 1960 as amended and Ministerial
Order No. 9 of 1963 as amended, and CONTRACTOR
agrees that all immigration, passport, visa and employment
regulations of the A. R. E., shall be applicable to all
alien employees of CONTRACTOR working in A.R.E.

2. A minimum of twenty-five ( 25) percent of the combined
salaries and wages of each of the expatriate administr-
ative, professional and technical personnel employed
by CONTTRACTOR or Operating Company shall be
paid monthly in Egyptian Currency. On final repatri ation
such personnel shall have the right to remit abroad in
U.S. Dollars or other currencies the unused portion of
Egyptian Currency in excess of twenty-five (25) percent
of such personnel’s salary.

CONTRACTOR and Operating Company shall each select
its employees and determine the number thereof, to be used

for operations hereunder.

CONTRACTOR shall, after consultation with EGPC, prep-
are and carryout specialized training programs for all its
A.R.E. employees engaged in operations hereunder with
respect to applicable aspects of the petroleum industry.
CONTRACTOR and Operating Company undertakes to
replace gradually their non-executive expatriate staffs by
qualified nationals as they are available.

--.
TR

During the period when CONTRACTOR is conducting
Exploration, CONTRACTOR shall pay Fifty thousand
(50,000) U.S. Dollars yearly to EGPC for training its emplo-
yees or give mutually agreed numbers of EGPC employees
an opportumty to attend and participate in CONTRAC-
TOR’s and CONTRACTOR’S Affiliate training programs
relating to exploration and development operationg.
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ARTICLE XVIII

LAWS AND REGULATIONS

(@) CONTRACTOR and Operating Company shall bz subject

(D)

L)

(d)

to Law No. 66 of 1953 ( excludinz Acxticle 37 tharedt ) as
amended by Law No. 86 of 1955 and thz regulations
issued for the implementation thereol, including the regala-
tions for the safe and efficient performance of opzrations
carried out for the execution of this Asrezment and for thz
conservation of the pztroleum resources of the A.R.E. provi-
ded that no regulations, modification o 1aterpretation thereot
shall be contrary to or inconsisteat with th: provisions of

this Agreement.

EGPC and CONTRACTOR shall be exempted from all
taxes, except as provided in Article HI paragraph (f) for
income taxes, with respect to the extracting, produciag, ex-
porting or transporting of petroleum hereundzr, CONTR-
ACTOR shall also be exemnted from any tax on capital or

assets.

The rights and obligation of EGPC and CIONTRACTOR
under, and for the effzctive term of this Agiezm:at, shall
be govarned by and in accordancz with th: provisioas of this
Agreemant and can only b2 altered or am2ni:1 by ths mitual
agreement of the satd contracting pactiss,

The contractors and sub-contractors of CONTRACTOR
and Operating Company shall be subjzct to the provisions
of this Agreement which affect them. Insofar as all regul-
ations which are daly issued by the GOVERNMENT apply
from time to time and are not ia az-ord with thz provisions
of this Agreement, such reguiations shall not ap)lv to tha
CONTRACTOR and sub-contractors.

EGPC, CONTRACTOR, operating Compiany and their
sub-contractors shall for the purposss of this Azream:at ba
exempted from all professional stamp duties im 33324 by syndi-
cal laws with respect to their documsats aad acztivitizs hara-
under.
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(a)

K()

(¢)
|

s -

(d)

f expectation of war oOr internal causes,

ARTICLE XIX
RIGHT OF REQUISITION

In case of national emergency due to war or imminent
the GOVERNMENT

may requisition all or part of the production from the
Area obtained hereunder and require operating Company
to increase such production to the utmost possible max-
imum. The GOVERNMENT may also in the foregoing
circumstances requisition the oil field itself and, it necessary

‘related facilities.

In any such case, such requisition shall not be effected ex-

cept after inviting EGPC and CONTRACTOR or therr
representative by registered letter, with acknowledgement of

receipt, to express their views with respect to such requisition.

The requisition of production shall be effected by Ministerial

Order. Any requisition of oil field itself, or any related
facilities shall be effected by a Presidential Decree duly noti-

| fied to EGPC and CONTRACTOR.

In the event of any requisition as provided above, the GOYV-
ERNMENT shall indemnify in full EGPC and CONTR-
ACTOR for the period during which the requisition is ma-

intained, including:
1. Al damages which result from such requisition.

2. Full payment each month for all Petroleum extracted
by the GOVERNMENT less the royalty share of such

production, and
3. Other obligati ons of Contractor and EGPC hereunder.

However, any damage resulting from enemy attack 1s
not within the meaning of this paragraph (d). Payment
hereunder shall be made to CONTRACTOR in U.S. Doll-
ars remittable abroad. The price paid to CONTRACTOR

for Petroleum taken shall be calculated in accordance with
Article VII paragraph (c).
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ARTICLE XX

ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person,
firm or corporation not party hereto, in whole or in part,
any of its rights, privileges duties or obligations under this
‘Agreement without the written consent of the GOVERN-

MENT.

To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled:

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

request is made.

7. The proposed assignee or assignees must produce rea-
<onable evidence to the GOVERNMENT of its or their

financial and technical competence.

3. The instrument of assignment must be written in both

Arabic and English languages and shall include Provis-
ions stating precisely that the assignee is bound by all
covenants contained in this Agreement and any modi-
fications or additions in writing that up to such time may

have been made.

(b) Any assignment made pursuant 10 the provisions of this
Article shall be free of any transfer or related taxes, charges

or fees.

(¢) The assignor together with the assignee except in the case of
a 1009/, assignment of the assignor’s interest herein shall be
jointly and severally liable for all the duties and obligations of

CONTRACTOR under this Agreement until this Agreement
has terminated.
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ARTICLE XXI

, BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The GOVERNMENT shall have the right to cancel this
Agreement by order or Presidential Decree, with respect to

CONTRACTOR, in the following instances:

1.

If it knowingly has submitted anyfalse statements to the
GOVERNMENT which were of a material consider-
ation for the execution of this Agreement;

If it assigns any interest hereunder contrary to the provi-
sions of Article XX hereof;

If 1t 1s adjudicated bankrupt by a court of competent
jurisdiction ;

If 1t does not comply with any final decision reached as
the result of court proceedings conducted under Article

XXII paragraph (a) hereunder:

If 1t intentionally extracts any mineral other than Petroleurn
not authorized by this Agreement or without the authority
of the GOVERNMENT, except such extractions as may
be unavoidable as the result of operations conducted
hereunder in accordance with accepted petroleum indus-
try practice and which shall be notified to the GOVER-
NMENT or its representative as soon as possible: and

If it commits any material breach of this Agreement or
of the provisions of law No. 66 of 1953, as amended
by Law No. 86 of 1956, which are not expressly contradic-
ted by the provisions of this Agreement. Such cancelation
shall take place without prejudice to any rights which
may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of
this Agreement, and, in the event of such cancellation,
CONTRACTOR and its employees shall have the right
to remove from the Area all its personal properts.
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(0) If the GOVERNMENT" deems that one of the aforesaid
causes ( other than aforce majeure cause referred to in
Article 'XXII herof) exists to cancel ‘this Agreement, the
GOVERNMENT shall give CONTRACTOR ninety (90)
days written notice personally served on CONTRACTOR s
General Manager in the legally official manner and receipt
of which is acknowledged by him or by his legal agents,
to remedy and remove such cause ; but if for any reason such
service is impossible due to unnotified change of address,

publication in the Official Journal of the GOVERNMENT
of such notice shall be considered as validity ssrved upon
CONTRACTOR. if at the end of the said ninety (90) days
notice period such cause has not been remedied and removed,
this Agreement may be cancelled forthwith by Order or
Presidential Decree as aforesaid; provided bowever, that if
such cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, cancellation
of this Agreement shall be effective only against that party
and not as against the other party hereto.

ARTICLE XXI!
FORCE MAJEURE

(@) The non-performance or delay i performance by EGPC
annd CONTRACTOR, or either of them of any obligation
under this Agreement shall be excused if, und to the extent
that, such non-performance or delay is caused by force ma jeure.
I'ne period of any such non-performance or delay, togetner
with such period as may be necessary for the restoration of
any damage done during such delay, shall be added to the

({5



VAAL L pole ¥A B () 500 Y sl e Jl B 2l QA

“

AT st iy oIV 1y ol gl G sde 5,
Al :.3;5:3_ o b L 4_3 3Ly A b o bA_a 519 ade )
o 4] a:\.gi i._-"_:;.;[-‘ ‘5’."’“ Ctetball _;f auzo_u (_51; ‘_) . .

L_AU‘ .:’L...AI n-Ua' {“___a..g.m ul.m (_3 (L aJa:L‘L“ a_,.dJ' » b)L..;u ..L.mu k,__,)
‘LZJJ"“--*W SA 8 g~ MJ("W*;’”H? }L d-:‘ﬁx _j‘jo\ (_Q\ i:.f.-—f'"""'”-ﬂ
LST JT O_;rile Lf_w(_;_}-\..ﬁ r»ly (J'E'LE-@-U 4..,.«.JL |~J\___~I_yh _9*;)
wj\ uu--ﬂa-'ji-?rju (_;\ j\ J-b_g AT L__u\:a La_g\ .:ni J.C.,-

g‘j?:“ “‘ (_;, 1.-'-'*"\” ‘LJLMJ‘ r....!u J:z.-.c:"!'j a...!l .-.ﬂ.w u_.’_jlm::- '-‘4\ L...JJS“ _3\
-‘-L_..:g“ st ;\ L OF \;::,b (.J“"J J:H. s ‘_51 _9\ .__,;LL.a_::Jb

A a_;__f:'.': s_.,:*.L.a L__.i. 5_;1‘.;.0 _;i }hLQJ Qg %‘_,4«--' L...g...o (_g\ _jfi J_g.-w! jT
ul C:LM Y b ‘.__Jl:...u:y' oA Bl .5? 1_5}.(3. Q;\- _er‘b

v Jginn on Lo Al b bl b Logie 16T T Jnlili

ede S G e et J Ly 6 55 G Ly SO coe e (=)
el 3 S b st 6T LGl Joas Ve LY
I5G 55l o1 248 T o0 (T e Lige (6 ST Jalilly 45 gl
o il dlom e Lo Lot Ll 3 a0 5,1 SVl o Dlod o
w ol o 3o do g o1 dafY ST L PRV A SR | BN Fi]

e Al e d ) gee

iw

el (61 oF 4y a2 8 c 13T 5l 2 ,d)) Al cias |5 (.s)
S 5 G Hll SB esT (v) A sl ASE oy Y
;n.:.___.___....hqa < L..,( \LL'.'::-U ‘i"‘lﬂ .}” a-iﬁ P g “JL“‘J‘J "5:-_5. t}T (_é
CL«} ‘“"5(5 L :-._1 Lj‘._)u,:} 4.______~_€H L;“LL..: lﬂjs (ﬂf)m
( }d—"’-ﬂl’ 3,1 ol Jb||3¢&y (s‘ué‘ldul
¢J¢_~_J Db gl pEs URL Loy Gl Jemddl gL

¢ (JLO—_._.::.” cL_,_]‘j

_-.-ll'-



14 VaAs Lo le vy LR BT CI JEV | sy al

time given in this Agreement for the performance of such
obligation and for the performance of any obligation depen-
dent thereon and consequently, to the term of this Agre-
ement, but only with respect to the block or blocks affected.

(b) “Force Majeure”’, within the meaning of this Article XXII.
shall be any-order, regulation or direction of the GOVERN-
MENT of the A.R.E., or the Netherlands with respect to
CONTRACTOR whether promulgated in the form of a law or
otherwise or any act of God, insurrection, riot, war, strike, and
other labor disturbance, fires, floods or any cause not due to
the fault or negligsence of EGPC or CONTRACTOR or
either of them, whether or not similar to the foregoing,

provided that any such cause is beyond the reasonable control
of EGPC and CONTRACTOR, or either of them.

(¢) Without prejudice to the above and except as may be other-
wise provided herein, the GOVERNMENT shall incur no
reponsibility whatsoever to EGPC and CONTRACTOR,
or either of them for any damages, restrictions or losg arising
in consequences of such case of force majeure except a force
majeure caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) If the Force Majeure event occurs during the initial exploration
period or any extension thereof and continues in effect for
a pertod of six (6) months CONTRACTOR shall have the
option upon ninety (90) days prior written notice to terminate
1ts obligations hereunder without further liability of any
kind and, if stjll in torce, the Guaranty Contained in Annex
“C” herto, shaill be automatically Cancelled and EGPC
shall so notify the bank to release the Guaranty.

1
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, ARTICLE XXHI _
DISPUTES AND ARBITRATION

(@) - Any dispute arising between the GOVERNMENT and the
parties hereto with respect to the interpretation, application
or execution of this Agreement, shall be referred to the juris-
diction of- the appropriate A.R.E. Courts and shall be

finally settled by such courts.

(b) Any dispute arising between CONTRACTOR and EGPC in
connection with the present Agreement shall be finally settled
by arbitration. - The Arbitration shall bs held in Stockhoim
Sweden and conducted in accordance with the Rules of Con-
cthation and Arbitration of the International Chamber of
Commerce. In the event of no provisions being made in these
rules in certain cases, the Arbitrators shall establish their

own procedures.

(c) The arbitration shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbit-

‘ration and that such party ( hereinafter referred to as the "’ First
Party’’) has appointed an Arbitrator who shall be identified

in said noftice.

The other party (hereinafter referred to 2s the <“Second party’’)
within fifteen (15) days shall notify First Party in writing,
identifying the Arbitrator that it has selected.

(d) If the Second Party does not appdint its Arbitrator as afore-

said, the First Party shall have the right to apply to the court
of Arbitration of the International Chamber of Commerce

to appoint a second arbitrator. The two arbitrators shall
within thirty (30) days, select a third Arbitrator, failing which
the third Arbitrator shall be appointed by the Court of Arbi-
tration of the International Chamber of Commerce at the

request of erther party.

(¢) The third Arbitrator must be a citizen of a country other than
the A.RE. and the country ( ies) of the Affiliated Company
and of a country which has diplomatic relations with both
A.RE. and the country of the Affiliated Company
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and shall have no economic interest in the oil business of the
signatories hereto.

( £) The parties shall extend to the Arbitration board alf facilities
( including access to the petroleum operations) for obtaining -

any information required for proper determination of the
dispate. |

The absence or default of any party to the arbitration shall
not be permitted to prevent or hinder the arbitration proced-

ure in any or all of 1ts stages.

(g)° Pending the deciston or award, the operations or activities
which have given rise to the arbitration need not be discontin-
ued. In the event the decision or award recognizes that the
complaint was justified, provision may be made therein for

such reparation as may appropriately be made in favour of
the complainant.

(n) Judgement in the award rendered may be entered in any
Court having jurisdiction and application may be made In
such Court for a judicial acceptance of the award or an order

of enforcement as the case may be.

(i) The parties desire that, wherever appropriate, decisions and
awards shall specify a time for compliance therewith.

(j) tThe provisions of this Agreement relating to arbitration shall
continue in force notwithstanding the termination of this

Agreement.

(k) PRINCIPLES of GOODWILL — The signatories base their
relation with respect to this Agrezment on the principles ot

soodwill and good faiih.

Taking into account their ditferent nationalities, this Agiee-
ment shall for the purpose of arbitration be given efect and
shall be interpreted and applied in conformity with principles
~f law common to the A.R.E. and the Netherlands and in the
absence of such principles, in conformity with the principlies
of law normally recognized by civilized nations 1n general,
including those which have been applied by International

Tribunals.
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ARTICLE XXIV
STATUS OF PARTIES

(a) The rights, duties, obligations and liabikities .in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, 1t being understood that this Agree-
ment shall not be construzd as consitituting an association ot
corporation or partnership.

(b)) CONTRACTOR shail be subject to the laws of thz place
where 1t 1s incorporated regarding their legal status or crea-
tion, or organization, charter and by-laws, sharcholdinz,
and ownership, CONTRACTOR’s shares of capital which
are entirely held abroad shall not bz negotiable in th: A.R.E.
and shall not be offered for public subscription nor shall
they be subject to the stam» tax on capital shares nor any
tax or duty in the A.R.E.

CONTRACTOR shall be exempted from the application of

Law No., 159 of 1981 as amended, and from Law No. 9 of
1964, as amended.

(c) ANl parties comprising CONTRACTOR shall bz jointly
and severally liable for the performance of the obligations
under this Concession Agreemeit.

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

Contractor or Operating Company, as the case may be.
and therr contractors shall :

(a) Give priority to local contractors as long as their prices and
performance are comparable with international prices and
performance. CONTRACTOR and Operating Companv
shall, however, subject to the preceding sentence, be exem-
pted from the provisions of Presidential Decree No. 1868
of 1974, as amended.
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(b) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and
time of delivery are comparable to internationally available
materials, equipment, machinery and consumables. However,
such material, equipment machinery and consumables may
be imported for operations conducted herunder if the local price
of such items at CONTRACTOR’s or Operating Company’s
operating base in A.R.E.is more than ten (10) percent higher
than the price of such imported 1tems before customs duties,

but after transportation and Insurance costs have been
added.

(¢) Any of the above mentioned payments mn (a} & (b) shall
be made m 10(:&1. currency.

ARTICLE XXVI
ARABIC TEXY

The Arabic version of this Agreement shall, beiore the cou-
rts of A.R.E. be referred to in construing or interpreting this
Agreement ; provided however, that in an arbitration pursuant
to Article XXI1II hereabove between EGPC and CONTRACTOR

the English and Arabic versions shall both be referred to as hav-
ing equal force in construing or interpreting the Agreement.

ARTICLE XXVII
GAS

If Gas is produced or capable of being produced from the
Area EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly. The cost
and expenses in the field of producing non-associated gas shall

be recovered in accordance with the Cost Recoverv principles
of Article VII.

Production Sharing principles of Article VII shall apply to
the value of associated and non-associated gas if sold for export
and not used in operation, flared or reinjected.
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However, any Gas not exported outside A.R.E. in a liquid
or solid state, or not used in operations (including reinjection)
shall remain the property of the State and shall subiject to the

provisions of the Ist paragraph of this Article XXVII, be at the
free disposal of EGPC at no further cost.

ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this Agree-

ment are solely for the convenience of the parties hereto and

shall not be used with respect to the mierpretation or construction
of said Articles.

ARTICLE XXIX
APPROVAL OF THE AR.E. GOVERNMENT

This agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the competent authori-
ties of the A.R.E. authorizing the Minister of Petroleum to
sign said Agreement and giving this Agreement full force and
eflect of law notwithstanding any countervailing governmental

chactment, and the Agreement is signed by the GOVERNMENT,
EGPC, and CONTRACTOR. -

ARAB REPUBLIC OF EGYPT
BY :

FOYPTIAN GENERAL PETROLEUM CORPORATION
BY

SHELL WINNING NV,
BY :
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ANNEX <“A"

A.RE., EGPC AND SHELL WINNING IN.V.
CONCESSION ACREEMENT
IN FAST GEMSA CFFSHORE AREA
SUEZ GULF BASIN

DESCRIPTICN OF THE AREA

The area is enclosed by a plolygon geographically definzd
as follows :

Commencing at :

Point 1, Latitude 27° 43'12" North, Longitude 13° 37°00" East

South along the meridian to :

Point 2, Latitude 27° 41'00” Norih, Longitude 33°27'30" East

East along the parallel to :

Point 3, Latitude 27° 41'00” North, Longituge 357 38700" East

‘South along the meridian to :

Point 4, Latitude 27° 40'00" North, Longitude 53° 38°GO" Last

Fast along the parallel to :

Point 5, Latitude 27° 40°00" North, Longitude 33° 39'00" East

South along the meridian to :

Point 6, Latitude 27° 39°00” North, Longitude 33° 39'00” East
along the parallel to :
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Point 7, Latitude 27° 39'00” North, Longitude 33° 40’00" East
South along the meridian to :

Point 8. Latitude 27° 38'00” North, Longitude 33° 4009" East

Fast along the paralle! to :

Point 9. hatitude 27° 38/00” North, Longitude 33° 41'0)" East
South along the meridian to -

Point 10, Latitude 27° 36’00” North, Longitude 33° 41'00" East
East along the parallel to :

Point 11. Latitade 27° 36'03" North, Longitude 33° 42739 East
South along the meridiant to

Point 12, Latitude 27° 33'00” North, Longitudz 33° 42'0)" East
West  along the parallel to : |

Point 13, Latitude 27°33'00” North. Longitude 33° 39'00” North
a long the meridian to :

Point L4, Iatitude 27° 34/00” North, Longitude 33° 39'00" East
West along the parallel to :

Point 135, Latitude 27° 34’'30" Noith, Longitude 33°37'30" East
North along the mendian to :

Point 16, Latitude 27° 36’00” North, Longitude 33° 37°30" East
West along the parallel to:

Point 17, Latitude 27° 36°00" North, Longitude 33° 34'30" East
North along the meridian to :
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Point 18, Latitude 27° 39°00” North, Longitude 33°34'30" East
East along the parallel to the intersection with the coastline
near or at:

-

Point 19, Latitude 27° 39'00” North, Longitude 33° 347 48.972" East
along the coastline to the intersection with the 27° 3900”
parallel near or at:

Point 20, Latitude 27° 39’00” North, Longitude 33°35’ 31.956" East
East along the parallel to :

Point 21, Latitude 27° 39’00 North, Longitude 33° 36'00” East
North along the meridian to :

Point 22, Latitude 27° 42'59.76” North, Longitude 33°36°00” East
and finally along the geodetic line back to pomt I.

The area enclosed by the above defined polygon 1s approxi-
mately 110 square kilometres.

All data are defined on the Helmert Spheroid, Egyvptian
Datum.

Annex “B” is a provisional, illustrative map including tne
Area covered and affected by the Agreement.

[t is to be noted that the delineation lines shown 1 Anngx
«B* are intended to be illustrative and do notshow accutately
their true position in relation to existing monuments aad

geographical features.



VAV daAg L b wy @ (#) 55 AV sl L S5 )

SR s R 1:;1— :
40 2 ‘ N o ) Bl
9 - S '
Hr Jﬁ- + 4, ) ,43
- _1‘ "!"' + "}" ':'; lﬂti !""\!'
l?h_j‘._'},'_t‘f‘ + + =AY -(" :1.

EAST GEMSA OPPSHORE ARZA
S®Z  CULF BASIN

i .
[ ey Ay @

D
- ~ R L 27°
20 33“-'&1‘}‘ jZ{h
._ | l
1, Q |
(FETLY Ll |
PETROLEDM ¢ I, NG - T " gek I
1 CONCESSICN AGREEMENT  BETWEERN Y|
4 r L':n’l W'
A.R.E. COVERRNENT LJ“a.t.‘r!il.:...;.'
C”l-——-l
i{:,: iy} st g g e
SREIl, WINNING N. V. W Py e 1 SR S S
I i B b
‘U—h———‘hf-l
’ EAST CEMSA OFFSIORE  ARFA SRR | By SN iy
i SUEZ CNLY  BASTN R o il s el
CALE; 1+ 250 o000 Toe #s0 2 4 Pl el
I
&
o




- C’fa—d qff“ ot ELJJ‘E*’," "L:w-»f’* oz da bl s ds’fﬂ }i “

o 138 yues T Wies dn Lo Lol HLeld dslatyl el L PRGN

sl I eprper O bl sl o9t gl BID A i
‘\:ELGJYU Jae)l fas r\.(>c\' C.o Cfl_,l]l_, uu‘_’n.“ 8 A_D 4:9 uﬁ_}buj N Lg..m
+ ﬂ\;.};\r L@:H )L.LI

{ st s )

( A sl ) .

'I:1 ;
’T..:.' )
ot
¥

e 3 pME A Ao Al e A ggee 3 Kien) (gud ) BPUREIe

, (i 1 5L )

Jj\.ﬁ-h} t;.g." C._:.[.:‘a..u: (_G-.U‘ J:f_,il J}J{ ‘n\:ﬂ.” Bl (4 ﬂf_—:nb-)) L}‘éJ‘
B 1N Y o s Lozt 1 Lol Sllee Teds AT OB 08
Ll ookl Bglly L sl s &y s 8 Ldy e /
it fm 55 adls @ A, 2l SLladt Jei S Jolalls Ja 2l
> @WY‘ .:'«.3-..&\ (_é
Lodl Gllee dis @ Lal USs Olldl Ja ASWH A1 055
U_,L_jl‘ Ja.G 1:..3\5:@_9 PC‘LJ:J IA-:L? ‘5‘,[9’:.” t_éLi.;S‘Y‘ é"’l’ "&-’J L%’ {"-:‘J‘j
¢ F@E‘N‘ rLC:-SF 123 o 01-.\&.!.\



118 NaAg Lu ook vy G () 5K Y sl o e 53 2

-
ANNEX «D”’
CHARTER OF GEMSA PETROLEUM COMFPANY

ARTICLE 1

A joint stock company having the nationality ol the ARAB
REPUBLIC OF EGYPT shall be formed with the authoriza-
tion of the GOVERNMENT in accordance with the provisions
of the Agreement referred to below and of this Charter.

The company shall be subject to all laws and regulations 1n
force in the A.R.E. to the extent that such laws and regulations

are not inconsistent with the provisions of this Charter and
Agreement referred to below :

ARTICLE U

The name of the Company is “GEMSA’" Petroleum Com-
pany’’, abbreviated as “GEMPETCO".

ARTICLE i1

The Head Gitice of GEMPETCO shall be in the A.R.E.
in Carro.

ARTICLE 1V

The object of “GEMPETCO 1s to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the
Development operations required in accordance with the
provisions of the Agreement signed on the eighth day of April,
1984 by and between the ARAB REPUBLIC OF EGYPI,

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
and CONTRACTOR covering petroleum operations in East
Gemsa Area described therein.

GEMPETCO shall also be the agency to carry out and con-
duct exploration operations after the date of Commercial
Discovery pursuant to CONTRACTOR's Work Program and
Budget approved in accordance with the agreement.
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GEMPETCO shall keep account of all costs, expenses and
expenditures for such 0perat10ns under the terms of the Agre-

ement and Annex “E’’ thereto.

GEMPETCO shall not engage in any business or undei-
take any activity beyond the performanrce of said Operatlons

Linless otherwise agreed upon by EGPC7and Contractor.
ARTICLE V

The authorized capital of GEMPETCO 1s twenty thousand
rounds Egyptian divided into five thousand shares of common

stock with a value of four Pounds Egyptian per share“having
equal voting rights, fully paid and non assessable.

EGPC and CONTRACTQ, shall each pay for, ® hold and
ovwn, throughout the life of GEMETCO referred to above, one-
half (1/2) of the capital stock of GEMPETCO provided that
oniv in the event that either party should transfer or assign the
whole or any percentage of 1ts ownership interest in the entirety

of the Agreement, may such transferring or assigning party tra-
nsfer or assien any of the capital stock of GEMPETCO and,

in that event, such transfersing or assigoing parly (and its succes-
sors and ascigns) must transfer and assign a stock interest in
GEMPETCO equal to the transferred or assigned whole or
percentage of 1ts ownership interest 1in the entirely of the said

Agreement.

ARTICILLE VI

GEMPLTCG shall not own any right, fitic, interesl orestate
i or unaer the Agreement or any development lease create
thereunder or i any of the Petroleum produced from any
exploration block or development lease area thersunder or in
any of the assets, cquipmient or other property obtained or
used in conmection therewith, and shall not be obligated as a
principal for the financing or performance of any of the duties
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or obligations of either EGPC or CONTRACTOR under the
Agreement. GEMPETCO shall not make any profit from any
source whatever.

ARTICLE VI

GEMPETCO shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that GEM-
PETCO shall decide, take action or make a proposal and the like,
it 1s understood that such decision or judgementis the result
ol the decision or judgement of EGPC or of CONTRACTOR,
or EGPC and CONTRACTOR, as may be required by the
Agreement. _

ARTICLE VIl

GEMPETCO shall have a Board of Directors consisting
of eight (8) members, four (4) of whom shall be designated by
EGPC and other four (4) by CONTRACTOR.

The Chairman shall be designated by EGPC and shall aiso
be a Managing Director. CONTRACTOR shall designate the
General Manager who shall also be a Managing Director.

ARTICLE IX

- Meetings of the Board of Directors shall be valid if a ma-
jonity of the Directors are present and any decision taken at such
meetings must have the affirmative vote of five (5) 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 3

zz-léajority of the capital stock of GEMPETCO is represented
thereat.

Any decisions taken at such meetings must have the affir-

mative vote of sharcholders owning or representing a majority
of the capital stock. |
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ARTICLE XI

The Board of Directors shall approve the regulations cover-

ing the terms and conditions of employment of the personnel

of GEMPETCO employed directly by GEMPETCO and not
assigned thereto by CONTRACTOR AND EGPC.

The Board shall, in due course, draw up the By-Laws of
GEMPETCO and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accordance

with the provisions of Article X hereof.

ARTICLE Xlli
GEMPETCO shall come into existence within thiry (30)

days after the date of Commercial Discovery as provided for n

the Agreement.

The duration of GEMPETCO shall be for a period equal

to the duration of the said Agreement, including any renewal
thereot.

GEMPETCO shall be wound up and liquidated i the

Agreement referred 1o above is terminated for any reason as

srovided for therein.

Eevptian General Petroleum Corporation
By :

Shell Winning N.V.
By : T
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ANNEX “E”
ACCOUNTING PROCEDURE

ARTICLE 1
GENERAL PROVISIONS

1. Definitions

The definitions contained in Article 1 of the Concessici

Agreement shall apply to this Accounting Procedure and

have the same meaning. Certain accounting terms herein

used are defined as follows : |

a) “Agreement’”’ means the Concession  Agreement of
which this Annex 1s a part.

b) <«Non-Operator’’ means the parties to the Agreeme:t
other than CONTRACTOR when it is performing
work,

2. Statements of Activity

CONTRACTOR shall pursuant to Article IV of tae
Agreement, render to Non-Operator within Thiriv
(30) days of the end of each Calendar Quarter a Staie-
ment of Exploration Activity reflecting all' charges and
credits related to the Exploration operations for inat
Quarter summarized by appropriate classifications :i-
dicative of the nature thereof.

T

Operating Coinpany shall ender 10 FGPCana COMT -
ACTOR within fificen (15) days of the end of eaci
Calendar cuarter a Statement of Development g
Exploration. Activity reflecting all charges and cre-
dits related to the Development and Exploraiion
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operations for that quarter summarized by appropriate
classifications indicative of the nature thereof except
that items of controllable material and unusual charges.

and credits shall be detailed.

3. Adjostments and Audits

a) FEach Statement of Exploration Activity shall conclus-:
ively be presumed to be true and correct after three

~ (3) months following the receipt of each statement by
EGPC unless within the said three (3) months EGPC
takes written exception thereto pursuant to Article

IV (f) of the Agreement.

During said three (3) months period supporting docu-
ments will be available for inspection by EGPC during:
all working hours, CONTRACTOR will have the same
audit rights on Operating Company statements as.

EGPC under this sub-paragraph.

p) All Statements of Activity for Development for any

Calendar quarter shall conclusively be presumed to be
true and correct three (3) months following the receipt

of such statements unless within the said three (3)months
period EGPC or CONTRACTOR takes written.

exception thereto.

Pending expiration of said three (3) months EGPC
or CONTRACTOR or both of them shali have the
right to audit Operating Company accounts, records
and supporting documents for suci quarter in the same
manner as provided in Article IV (f) of the Agreement.

4. Currency Exchange

CONTRACTOR’s books for Exploration and Oper-
ating Company’s books for Development and Explo-
ration, if any, shall be kept in the A. R. E. in U.S.
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Dollars. All U. S. Dollar expenditures shall be charged
in the amount expended.

All Egyptian Pounds expenditures shall be translated to
U.S. Dollars at the official buying rate of exchange issued
by the Central Bank of Egypt on the first day of the-
month in which expenditures are recorded, and all
other non-U.S. Dollars expenditures shall be transla--
ted to U.S. Dollars at the buying rate of exchange tor
such currency as quoted by National Westminister
Bank Limited, London, at 10.30 a.m. G.M.T., on
the first day of the month in which expenditures are

recorded.

A record shall be kept of the exchange rates used i
translating Egyptian Pounds or other non-U. S. Dol--
lars expenditures to U.S. Dollars.

5. Precedence of Documents

In the event of any inconsistency or conflict between the-
provisions of this Accounting Procedure and the provisions
of the Agreement treating the same subject differently,.
then the provisions of the Agreement shall prevail.

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,.
this Accounting procedure may be revised from time to
time in the light of future arrangements.

7. No Charge for Interest on Investment

Except as otherwise provided for in the Agreement, imnterest
on investment or any bank fees or charges shall not at
any time be charged as recoverable cost under the Agree-
ment.
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ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR

shall alone bear and, directly or through Operating Company, pay
the following costs and expenses, which costs and expenses
shall be classified and allocated to the activities according to
sound and generally accepted accounting principles, and be
treated 1n accordance with Article VI of the Agreement :

1. Surface Rights :

All direct cost attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained

in force for the Area.

2. Labour and Related Costs

a) Salaries and Wages of CONTRACTOR’s or Opera-
ting company’s employees, as the case may be, directly
engaged in the various activities under the Agreement
including salartes and wages paid to geologists and
other employees who are temporarily assigned to and
employed in such activities. Such salaries and wages
to be certified by a certified public accounting firm.

Reasonable revisions of such salaries and wages shall
be effected to take into account changes in CONTRA-
CTOR’s policies and amendments of Laws applica-
ble to salaries. For the purpose of this paragraph
2, and paragraph 3, salaries and wages shall mean the
assessible amounts for A.R.E. Income Taxes, inclu-
ding the salaries during the vacations and sick leaves,
but excluding all the amounts of the other items cov-
ered by the percentage fixed under B below.



\-z\/\gd.wu»)hr\d(_n))_,(n Y Lw)\b-hﬂ‘ \¥ e

#—

Y 3 Auls M.ﬁm \.%: u—u::ﬂ‘ g..o\o-;'}'\ M},ﬁﬂ u\: (...;.:)
el Ol b A pt YA e —
_j**’; ﬂjjlli-‘ T‘E;J\ t._.&.:!l.{:; ——

u\__aja_,u ;Y‘}Jb J-‘-’J L..aJLC»_g Ja.__..ﬂ.“ ubﬁf::. C.ab- —
u\.a-.‘.H sl SN L.a"yl ions jl vﬁ)).o Jla ' ,‘.&s_);lp_g ;,_.,.;l:-ﬂ\
RS URIRE P ﬂ.n O\ e Jil e Y e

o g axll @b J@.x:—*,.u ‘}m uLJlsc )

St o

kel e Jon ¥ hol piome o1 @223k
(%) La Al 5 Adl sdn 3 33,1 uJLC.N ‘ (.& o *C)
o 8 JJ.\ _,.;L-,s-\_jl JA.L?JAU 4.._.4.%1 FHEREIE (vf) pras Sl
b HEBUNT av) ey P Jalie Lae 3 Ml
slall el sdns epeper Pl v@‘ylf‘u:, Y o Ml (il gel
LA 1YY Y 34 de gl AN PR PRAT, Mo
MJL\ Sliodls ¢ S s 4o dall e U 3 b
il Jeod (oldd aJJai1¢J_3,\J\(,J=J|LgJMJ;L,L\_,a3
o LU Ll odn o (=) 3 (1 )\\4,..;;:, s adly (1) 3
=) b Dylel ddadld Joladl &G adle, o dl b S

L D Ty SV bige Sl s ob

. i (3 L oes .Et ¢ Las
. lez” ol ( ‘C‘{”C ) 3 _ﬂﬁ;?‘ S _:'("“ Lp\.“ .\

o(bbs Lla3) 7 5T (epeper) B AN DI B —
o gl e Ju v
s @bl A ol G U o 3 )slas @bl LIS — ¢
o sl H 5 S8l _ o




V¥e VaAg o by G () G\ sl e M i

o

b) For expatriate’ employees permanently assigned 1o
Egypt :

I. All allowances applicable to salaries and wages ;
2. Cost of established plans : and

3. All travel and relocation costs of such expatriate
employees and their families to and from the em-
ployee’s country or point of origin at the time of
employment, at the time of separation, as a result of
transter from one location to another and for vacation
(transportation costs for employees and their families
transterring from A.R.E. to another location other

than their country of origin shall not be charged
to A.R.E. operations).

Costs under this sub-paragraph 2.B shall be equal
to seventy percent (70 9,) for expatriates in Egypt
on a married basis and fifty seven percent (57 %)
for those on a bachelor basis. These percentages
refer to basic salaries and wages paid for such ex-
patriate personnel including those paid during
vacations and sick leaves as established in CONTR..
ACTOR’s international policies, paragraph 9 and
sub-paragraphs 11.A and C of this Article II.

The percentage outlined above reflects CONTRACTOR's
actual costs as of the Effective Date with regard to the
following benefits, allowances and costs -

1. Anticipated termination of lease contract in A.R.E.
or abroad.

2

Household implements transportation m A.R.E.
or abroad (round trip).

3. Clothing equipment allowances.

4. Expenses connected with departure and arrival
of employees and their families.

3. Accruals of seniority indemnity.
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10.

1.

12.

13.

14.

15.

Charges for social security and insurance such as :
Retrement plan.
National Health Insurance.

Accident and Disability Insurance.

' Unemf:loym ent Insuvrance.

Extraordmary Insurance.

Contractual travel expenses of employees and
their famuilies.

Excess luggage
Recreational Allowances.

Medical assistance to e mployees and their families
in or outside A.R.E.

Housmg and utilities allowances.

Educational allowance (children of expatriate
employees) and educational assistance.

aettlement allowance 1n or outside A.R.E.

Contribution for resettlement expenses at re-
patriation.

Any other costs, allowances and benefits of a like
nature as established in CONTRACTOR’s inter-

national policies.

lhe percentages outlined above shall be reviewed at
intervals of three (3) years from the Effective Date
and at such time CONTRACTOR and EGPC will
agree on new percentages to be used under this
paragraph.
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Revisions of the percentages will takeinto consideration
variances in costs and changes in CONTRACTOR’s

international policies which change or exclude any of

the above allowances and benefits.

The revised percentages will reflect as nearly aspossible
CONTRACTOR’s actual costs of all 1its established
allowances and benefits and of personnel transfers.

€) For expatriate employees temporarily assigned (0
Egypt all allowances, costs of established plans and
all travel relocation costs for such expatriate as paid
in accordance with CONTRACTOR ’s international po-

licies such costs shall not include any administrative
overhead other than what is mentioned in Article II

11 b.

Benefits, Allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits on
a basis similar to that prevailing for Oil Companies Oper-
ating in A.R.E., all as chargeable under Sub-Paragraph
2. A. Paragraph 9 and sub-paragraphs 11. A.and i1..C
of this Article II. Severance pay will be charged at a fixed
rate applied to payrolls which will equal an amount equi-
valent to the maximum liability of severance payment as
required under the A.R.E. labour Law.

Material

Material, equipment and supplies purchased or furnished
as such by CONTRACTOR or Operating Company.

@) Purchases

Material, equipment and supplies purchased shall be
at price paid by CONTRACTOR or Operating Com-
pany plus any related cost and after deduction of all

discounts actually received.
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(b) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly wherever practicable except, that CONTRAC-
TOR may furnish such material from CONTRACTOR s
affiliates stocks outside the A.R.E. under the following

conditions :

1. New Material (Condition <<A”)

New material transferred from CONTRACTOR'’s.

affiliates warehouse or other properties shall be
priced at cost, provided that the cost of material
supplied 1s no higher than international prices
for material of similar guality supplied on
similar terms, prevailing at the time such material

was supplied..

2. Used Material (Conditicns <“B’’ and «C)”’

a) Material which is in sound and setviceable
condition and is suitable for re-use without
reconditioning shall be classed as Condition:
“B”” and priced at seventy five percent (75 %}
of the price of new materiais.

b) Material which cannot be classified as Condi--
tion “B*’ but which is serviceable for original
function but substantially not suitable for
reconditioning, shall be classed as Conditiom:
“C” and priced at fifty percent (50 9,) of the:
price of new material.

¢) Material which cannot be classified as Condi--
tion “B”’ or Condition “C’’ shall be priced

at a value commensurate with its use.

d) Tanks, buildings and other equipment invol-
ving erection costs shall be charged at applic-
able percentage or knocked-down new price.
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c) Warranty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material furni-

shed beyond or lack of the dealer’s or manufacturer’s
guaranty; and in case of defective material, credit shall
not be recorded until adjustment has been received by
CONTRACTOR froni manufacturers or their agents..

5. Transportation and Employee Relocation Costs :

a) Transportation of equipment, materials and ’supplies*-

necessary for the conduct of CONTRACTOR’s acti-.
vites. |

b) Business Travel and Traasportation expenses to the
extent covered by established policies of CONTRACTOR
or with regard to Expatriates and Nationals, as incurred

and paid by, or for, employees in the conduct of
CONTRACTOR s business.

c) Employess transportation and relocation costs for Na-

tional employees to the extent covered by established.
policies.

6. Services

a) Outside services

The costs of contracts for consultants, services and
utilities procured from third parties.

b) Cost of services performed by EGPC or by CONTRA-
CTOR or their Affiiliated Companies in facilities inside
or outside the A.R.E. Regular, recurring, routine:
services, suchas interpretating magnetic tapes and/or
other analyses, shall be performed and charged by EGPC

and/or CONTRACTOR or their Afiliated Companies
at an agreed contracted price.
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Major projects ' involving  engineering and design
services shall be performed by EGPC andfor CONT-
RACTOR or their Affiliated Companies at a negotiated

contract amount.

¢) Use of E.G.P.C. s CONTRACTOR’s or their Affilia-

ted Companies Wholly owned equipment shall be ch-
arged at rental rate commensurate with the cost of

ownership and operation, but not in excess of compe-
titive rates currently prevailing in the A.R.E.

d) CONTRACTOR’s and its Affilliated Companies™ rates
shall not include any administrative or overhead costs
other than what is mentioned in Article IT 11 (b).

7. Damages and Losses

All costs or expenses, inecessary to replace or reparr dam-
ages or losses incurred by fire, flood, storm, theft, accident
or any other cause not controllable by CONTRACTOR or
Operating Company through the excercise for reasonable
diligence.

CONTRACTOR or Operating Company shall furnish EGPC
and Contractor written notice of damages or losses incurred
i excess of ten thousand (10,000) U.S. Dollars per occurre-
nce, as soon as practicable after report of the same has

been received by CONTRACTOR or Operating Company.

Insurance and Clamms

The cost of any public lLability, property, damage and
other insurance against liabilities of CONTRACTOR, Ope-
rating Company and/or the parties or any of themto their
employees and/or outsiders as may be required by the laws,
rules and regulations of the Government or as the parties
may agree upon. The proceeds of any such msurance or
claim collected shall be credited against operations.
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If insurance is carried for a particular risk, all related ac-
tual expenditures incurred and paid by CONTRACTOR
or Operating Company in settlement of any and all losses,
calims. damages, judgements and any other expenses,
including legal services.

Indirect Expenses

Camp overhead and facilities such as shore base, warehous-
es, water systems, road systems, salaries and expense of
field supervisory personnel, field clerks, assistants, and other
general employees indirectly serving the Area.

Legal Expenses

All costs and expenses of litigation, or legal services other-
wise necessary or expedient for the protection -ol the Area,
including attorney’s fees and expenses as hereinafter pro-
vided, together with all judgments obtaiced against the
parties or any of them on account of the operations under
the Agreement, and actual expenses incurred by any party
or parties hereto i securing evidence for the purpose of
defenaing against any action or cailm prosecuted or urged
against the operations or the subject matter of the agrecmant.
In the event actions or calims aifecting the interests hereunder
shall be handled by the legal staff of one or more of the
parties hereto, a charge commensurate with cost. of prov-
1ding and, furnishing such services, may b2 mid: to opara-
tions.

Administrative Overhead and General Expenses

a) While CONTRACTOR 1is conducting Exploration act-
ivities, cost of staffing and maintaining CONTRACTOR’s
head office in the A .R.E., and/or other offices established
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in the A.R.E. as appropriate other than field offices which

will be charged as provided in Article 11, paragraph 9

above, and excepting salaries of employees of CONT-"
RACTOR who are temporarily assigned to and direclty

serving on the Area, which will be charged as provided

i Article 11, paragraph 2 above.

b) CONTRACTOR’s administrative overhead outside the
A.R.E. applicable to the A.R.E. Exploration operation
which will be charged each month at the rate of five per-
cent (5%,) of total Exploration expenditures while CON-
TRACTOR is conducting Exploration activities, Admi-
nistrative overhead outside A.R.E. will not be charged

while Operating Company is conducting Exploration
activities.

No other direct charges as such for CONTRACTOR's
administrative overhead outside the A.R.E. will be
applied against the Exploration obligation. Examples
of the type of costs CONTRACTOR is incurring and

charging hereunder du_e to activities under the Agree-
ment and covered by said percentage are:

1. Executive-time of executive officers.

2. Treasury-Financial and exchange problems.

3. Purchasing-Procuring materials, equipment and
supplies.

4. Exploration and Production Directing, advisiny
and controlling the entire project.

N

Other departments such as legal, comptrollers and
engineering which contribute time, knowledge and
experience to the operations.
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The foregoing does not preclude charging for direct
service under sub-paragraph 6.b of this Article 11.

While Operating Company is conducting activities,
Operating Company’s personnel engaged in general
clerical and office work, supervisors and officers whose
time is generally spent in the main office and not the
field, and all employees generally considered as general
and administrative and not charged to other types of
expense will be charged to operations. 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 A.R.E. by

CONTRACTOR or Operating Company with respect to this
Agreement other than those covered by paragraph (f) (1)

of Article III of this Agreement.

. 13. Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the

Agreement and incurred exclusively in A.R.E. after Opera-
ting Company is formed. No sales expenses incurred outside

or inside the A.R.E. may be recovered as a cost.

14.

Other Expenditures

Any Costs, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of
this Article 11, incurred by CONTRACTOR or Operating

roved Work Programs and Budgets.
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ARTICLE III
INVENTORIES

1. TPeriodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and CON-

TRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such mate-

rial, physical assets and construction projects.
Written notice of intention to take inventory shall be given
by Operating Company (c EGPC and CONTRACTOR at

least thirty (30) days before any inventory 1s to begin so that

EGPC and CONTRACTOR may be represented when any
inventory is taken. Failure of EGPC and / or CONTR-

ACTOR to be represented at an inventory shall bind them te
accept the inventory taken by Operating Company, wio shals
in that event furnish the party not represented with a copy

thereof.

7. Reconciliation and Adjustment of Inventories

R econciliation of inventory shall be made by CONTRACTOR
and EGPC, and a list of overages and shortages shall be
jointly determined by Operating Company and CONTR-
ACTOR and EGPC, and the inventory adjusted by Operating
Campany

ARTICLE 1V
CCGST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery Crude
Oil. _
CONTRACTOR Shall, pursuant to ARTICLE VIl of the
Agreement render to EGPC as promptly as practicabie but
not Luter than Fifteen (15) days after receipt froim Operating
Company of the Statements for Development and Explor-
ation Activity for the Calendar Quarter a statement for that

Quarter showing :

1) Recoverable costs carried from the previous quarter it
any. '

ii) Recoverable costs incurred and paid during the quarter.
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111} Total recoverable costs for the quarter (i) -~ (ii).

iv) Value of Cost Recovery Crude Oil as determined in
Article VII paragraph «“C’’ for the quarter.

v) Amount of Costs recovered for the quarter.

vl) Amount of recoverable costs carried into the succeeding
quarter, if any.

vi)) Excess, 1t any, of the value of Cost Recovery Crude Oil
as determined in paragraph iv above over the amount
of cost recovered as determined in paragraph iv above.

2. Payment

If such statement shows an amount due to EGPC, payment
of that amount shall be made in U.S. Dollars by CONT-
RACTOR with the rendition of such statement.

It CONTRACTOR fails to make any such payment to EGPC
on the date when such payment 1s due, then CONTRACTOR
shall pay an interest of 2.59, higher than the London Inter-
bank Borrowing Offered Rate (LIBOR) for three (3) months

U.S. Dollars deposits prevailing on the date such interest is
calculated. Such interest payment shall not be recoverable:

3. Settlement of Excess Cost Recovery Crude Qil.

EGPC having the right to take its entitlement of excess Cost
Recovery Crude Oil under Article VII sub-paragraph (a)
of the Agreement, in kind during the said Quarter, a settle-
ment shall be required with the rendition of such statements

in case Contractor has taken more than its own entitlement
. of such excess.
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4.

b
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Audit Right

EGPC shall have a period of twelve (12) months from receipt
of any statement under this Article IV in which to audit and

raise objection to any such statement. EGPC and CONI-

RACTOR shall agree on any required adjustements.
Supporting documents and accounts will be available to

EGPC during said twelve (12) months period.

ARTICLE V

CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures repor-
ted on Statements of Activity prepared per Article 1.2.A
hereof, less any reductions agreed to by EGPC and CON-
TRACTOR following written exceptions taken by a Non-
Operator pursuant to Article 1.3.A. hereof, in order to
determine when minimum Exploration Obligation have

been met.

Cost Recovery Control Acconat

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account to control thevein the
amount of cost remaining to be recovered. if any, thz amount
of cost recovered, and the value of Excess Cost Reczovery

Crude Oll, if any.

Major Accouats

For ilie purpose of classifying costs, expenses and expendi-
fures for cost recovery as well as for tiae purpose of establish-
ing when the Exploration Obligation has been mst, costs,
expenses and expenditures sitall be recordsd 1in major accounts
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including the following

Exploration Expenditures.

Development Expenditures other than Operating Ex-
penses.

Operating Expenses.

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR

to the extent necessary for the control of recovery of costs
and the treatiment of Cost Recovery Crude Oil.
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