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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARABR RUPUBLIC OF EGY Y
AND
EGYPTIAN GENERAIL PETROLEUM CC o
AND
GENERAL PETROLEUM COMPANY
AND
TOTAL PROCHE ORIENT (S.A.)
IN

SOUTH RAMADAN AREA OFFSHORL GULF OF SUE/Z

Fhis Agreement made and entered on this 21st day of Sept.. 1981
by and between the ARAD REPUBLIC O DGYPYL (hercinufter
reterred to variousity as TARIYT or as the "GOVERNMENT™ .
the BGYPTIAN GENERAL PETROLEUM CORPORATION,
- legal entity created by Law No.167 of 1958 as amended (herein-
shter peterred to ax TEGPOT. GENERAL PETROLETIZ
COMPANY. a legal entity created under the Laws of AR.L.
‘hereinafter referred to as “GPCTY or Operator and TOTAL
PROCHE ORIENT (S.A.} o company organized and existing tncler
‘he Jaws of FRANCE (hereinafrer referred to varionslv as TOTA]
¢ “CONTRACTOR™. |

VITNLESSETH

WHEREAS, Law No. 66 of 1953, as amended, cstablished that
al? 1 raw materials mcladmg petroleum. existing in mines and auar-
e in the ARE.. including the erviiarial waters, and in the sep
tec subject to ats jurisdiction ond exiending hevond the terrivorial
waters, are the propverty »f the State. and WHF REAS, FEGPO has
“nohed F‘““"-T‘ on exclusive cimeeesion Ff'-*-' the exploration and explon-
atien ef  setroleem 1 cond throeshont the area ieferred ta 1o
RPN andd. desoribedd i \m"“k ) “f’ anel clhinson annrovimatels

‘-."_
™ "I‘t

I whn"h are attached hercio ard made mart herenf, and
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WHEREAS, CONTRACTOR agrees to undertake its obliga
tions provided hereinafter as CONTRACGTOR with respect
to the exploration, development and production of petrelenm

in sald Area; and

WHEREAS, the GOVERNMUNT desires heveby o avenr

such concession: and

WHEREAS, the Minister of Petroleumn pursuant to the
provisions of Law No. 86 of 1956, may enter into con:ession
agreement with EGPC and with TOTAL as a CONTRALU-
TOR, for the petroleum operations referred to in the preced-
ing paragraph in the Area hereinafter referred to

NOW, Therefore. the parties hereto agree as follows
ARTICLE
DEFINTTIONS

“Exploration’ shall include such  geological, geopivacal,
aerial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of  sucie shot
holes, core holes, stratigraphic tests, holes for the discovery ot
petroleum or the appraisal of petrolenm discovenes and other
related holes and wells, and the purchase or acquisition of such
supplies, materials and equipment therefore, all as may he
contained in the approved Work Programs and Budgets. the

verb “explore”™ means the act of conducting exploration,
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(b) "Deveiopment”™ shall include, but not be linuted to all the

operattons and activitics under this Agreement with respect to:

lji;' tlli‘ [ll‘i“il]ﬁ P}““'“hi”” (’l(‘t‘p{‘liinu' qi(i(* tl'a(‘]{ii”_; ;‘{'('h [““]‘_{}
Lﬂmplf'tﬂlg 'qullpplﬂs QF d&VdDP 110 we ”q,, the chane ILL_.,_
ot the status of a well from o1l well to water well and vice

versa and:

(1) design, engineering, construction, installation, servicing
and maintenance of cquipment. lines, facilities, plants and
refated operations to produce and operate said wells, sav-
g, treating, handling, storing, flaring, transportin? and
delivering petroleum repressuring, recycling and other
wecondary recovery projects, andd

(M) transport@ion. glorage and any orlicr work acvities neces

<ty oor ancillary o the activipes spectfied i 00 and

o TPetvecam means liged evinde ol of various denstties, asophadt
gas, casmghead gas and all other hydrocarbon substances that
mayv he found . and produced, or otherwise obained and
«aved from the area under this Agreement, and all subsrances
that may be extracted therefrom.

‘4" “Licuid Crude O or “Crude O or “O11" means any hy-
rocarhon }j:xmdmcd from the Area which i1s 1n a hguid state at
the wellhead or lease scparators or which is extracted from
the gas or casinghead gas inoa plant Sneh form melndes dis-

SHate and condensate,
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(e “Gas” 18 natural gas both associated and non-associated, and
all of 1ts constituent clements produced from any well in the
Area and all nonhydrocarbon substances thercin.  Said term
shall mclude residual gas.

(fY A “barrel” shall consist of forty-two (42) United States gallons.
hquid measure, corrected to a wimperature ob sixty degrees {960
Fahrenheit.

(¢} “Commercial Well” means the first well on any  geologieal
teature which after testing tor a period of thirty (30) consecutive
days where practical, but in any event in accordance with sound
and accepted industry production practices, and verificd by
EGPC, 1s found to he capable of producing at the average rate
of not less than Two Thousand (2.000) barrels of oil por das
(BOPD}. The datc of discovery of a “Commercial Well™ 1« the
date on which such well as completed and tested accordme
the above,

1 “ARE.” means ARAB REPUBLIC OF EGYPT.

(i) “Effective Date” means the date on which the relevant law is
issued and the text of this agreement is signed by the GOVERN-
MENT, EGPC, G.P.C. and CONTRACTOR, following issua-
nce of such law.

(1} “Year” or “Calendar Year” means a period of twelve (12} months
according to the Gregorian Calendar.

k)  “Financial Year” means the GOVERNMENT s financial vear
starting on January Ist, and ending on December 31st, accord-
ing to the Gregorian Clalendar, hoth dates being inclusive.

1) “Tax Year” means the period of twelve (12) months according
to the Gregorian Calendar for which tax returns or reports arc
required according to any applicable icome, profits or other
tax law or regulation of the A.R.E.
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(m} An “Affiliated Companv’™ means a company

()) The share capital, conferring a majority of votes at
stockholders’ meetings of such company, of which is owned
directly or indivectly by o party hereto:

() Which 15 the owner directly or indivectly of share capnud
conterring a majority ol votes at stockholders” meeting of

a party hereto; or

(111)  Whose sharc capital conferring a majority of votes at stock-
holders’ meetings of such company and the share capital
conferring a majority of votes of stockholders’ meetings of
a party hereto are owned directly or indirectly by the same
company.

e Operator means the General Petrolenm Clompany

ARTICLE T1

ANNEXES TO THE AGREDREMENT

Annex “A” is a description of the Area covered and atfected by
this Agrcement, heremafter referred to as “The Area’

Anuex BT is a provisional illustrative map on the scale ot
1 - 100.000 indicating the Area covered and alfected by this Agree-
ment and described in Anonex “A™.

Annesy 7 s the form of o Letter of Guinanty to be 1ssued
by the National Societe General Bank, Gawo, Egypt, and to be
cubmitted by the CONTRACTOR at the time of signature by the
Minister of Petroleum of this Aercement for the sum of six mithion

(6000000) U.S. dollars.
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Guaranteeing the execution of CONTRACTOR’s minimum
exploration obligations hercunder for the first two (2) year explova-
tion period.

Such guaranty shall remain cffective for six (6) months after
the end of the said two (2) year period except as it may be released
prior to that time 1n accordance with the terms thereof.

Annex “D7 Participating option and Opcerating Regulation,
Annex “E” 1s the Accounting procedure.

Annexes “A”, “B”, “C”, “D” and “E” to this Agreement are
hercby made part hereot and they shall be considered as having equal
{orce and effect with the provisions of this Agreement. In the cvent
of any inconsistency or conflict between provisions of Annex “E.”
and provisions of this Agreement with respect to the same subject,
then the provisions of this Agreement shall prevail.

ARTICLE 111
GRANT OF RIGHTS AND TERNMI

The GOVERNMENT herchy grants EGPC and GPC as
Operator and TOTAL as CONTRACTOR subject to the terms,
covenants and conditions set out in this Agreement, which insofar
4s they are cofitrary to or inconsistent with any provisions of Law
No. 66 of 1953, as amended, shall have the force of Law an exclu-
sive concession in and to th(- Area described in Annex “A” and

F‘Bﬁ’
N

(@) The GOVERNMENT shall own and be entitled, as hercin-
atter provided to a rovalty in cash or in kind of Ten {10)
percent of the total quantity of petroleum produced and save
trom the Area during the development period mcludmg ren-
ewal. Said rovalty shall be borne and paid bv EGPC and <hall
nat be the obligation of the CONTRACTOR.

The payment of royalities hv EGPC shall not be decmed
to result in income attributable to the CONTRACTOR.
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An initial exploration period of iwo (2) years shall start from
the Effective Date. Two (2) successive extentions to the
initial exploration period of One (1) year on the entire area
shall be granted to CONTRACTOR at 1ts option upon nuery
days prior written notice to EGPC and subject only to 1ts
having fulfilled its obligativns heveunder for the precedmg
period. The Agrcement shall be ternunated if no commercial
discovery is established by the end of the fourth (4) vear of
the exploration period or  upon the completion  of drilling

and testing of any well actually drilling or testing at the end
of the four (4) vears exploration period, but shall not exceed

this period by more than six months.

The election by EGPC to undertake a sole risk venture
under paragraph “c” immediately hereafter shall not extend
the exploration period nor atfect the termination of the Agree-

ment as to CONTRACTOR.

“Commercial Discovery™ : After discovery of a Commercial
Well. CONTRACTOR shall undertake, as part of its explo-
ration program through GPG  the appraisal of the discovery
bv drilling one or more additional wells, to determine whether
such discovery is  worthv of being developed commercially,
taking into consideration the recoverable reserves, production
pipcline and terminal facilities required, estimatecd crude ot

nrices, and all othey velevant technical! and cconomic factors.

A Commercial Discovery may consist of one producing
reservoir or a group of producing reservoirs which atter app-

rnisal is worthy of being developed commercially.

CONTRACTOR shall give notice of a Commercial Dis-
covery to BGPC immediately after the discovery if considered
by CONTRACTOR to be worthy of commercial development



AAAY L o 31 (3 ((C» ;Jﬁﬂ Yo QM*_%MJJH‘ L

o R e e

—

e e W S R ke bl ST S y—

1w of () B el Cedt 5, Sl b o Jo-
L YU TSN T AR "] ,_JM__L_..SI@J o 1 es (AY)
JUESY RY e uj“" NEE L._ai\ Jol) Jalad Q‘}C\" 3 gos & e
1 5T o Y Al el ol (g bl SLESYL ol
€ ylod p Cad Ladde & panell JL071 ST SIS s o el
OV o b dgmy o O 130 by @ 4 bl 2y G w5l 8
Lottt Gt g Anazne Lo jlzel (e alSCH (0 4o pamme 5T LS

e

G Ol iy sV e el sy Jolill s L) et

SLS1 o s o b GV (5 0 s bl Aol SBL
Fy gl sl e g bl LSV & 6 046G+ gl
50 L Wl Ay o (gl GLEST 505 o bew Jslills gl ad
Cs M bl GLaSYE e b Sl (gl zlst o
—ae A ¢ bl GLASYI o b o (Y) G Y qw'

Lass oyl BLS Jolall o 2w SERCC R R ] o 13
do gl e 4 (=) 544! sd_a (3 oMl 5, Sl (-UQ».S&E
LN (3 e oMt aaaadl S L) e igs! e ool e Al e L]
e | 2ai! Sy o L;_,l;-_ﬂ\" LéLi:f'ﬂb sdasd eliael Jalall C:.LL_J
f" O € h)w IJ_, ) ........1 V’ _J...: Ju.f o |J+.»( \A)J,w.:u'...,
sl S AL el BB B G, ok
Aep 42t AW L s G e e S ws o e o)

T SR U PR AR o by (e ) e



YA VAAY e e JaT 8 (K e ol e sy o

iy -
—y

— - S ey - — e —

but in no. event not later than the completion of the second
cxploration appraisal well, or twelve months tollowing the datr
of the discovery of the Commercial Well whichever 1s earlier;
except the CONTRACTOR shall also have the right to give
such notice of Commercial "+ . ~rv with respect to any re-
servolr or reservoirs even it the well or wells thereon are not
“Commercial” within the definition of “Commercial Well” 1f.
in its opinion, a group of reservoirs considered collectivelly,
could be worthy of development. Following receipt of such
EGPC and CONTRACTOR shall meet and review all appro-
priate data with a view to mutually agreeing upon the existence
of a Gommercial Discovery. The datc of Commercial Discovery
shall be the date EGPC and CONTRACTOR mutually agree
that a Commercial Discovery exists. In the event that no com-
mercial production in regular shipments from a Commercial
Discoverv of Crude Oil is made within two (2) vears from the
datc of Commecrcial Discoverv. then the blocks concerned

with such discovery shall immediatelv be surrendered.

If crude ofl is discovered but is not deemed by GON-
TRACTOR to be a Commercial Discoverv under the above
provisions of this paragraph (c), EGPC shall, one (1) vear after
the expiration of the period specified above whithin which
CONTRACTOR can give notice of Commecrcial Discovery, o1
eighteen (18) months after the completion of a well not con-
sidered a “Commercial Well” have the right, {ollowing sixty
(60) days notice in writing to CONTRACTOR. at its sole cost.
risk and expense, to develop, produce and dispose of all Crude
Oil from the geological featurc on which the well has been

drilled. Said notice shall state the specific arca covering said
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geological teature to be developed, ' .tlhe wells to be drilled, the
production facilities to be installed and EGPC’s estimated cost
thercof. within thirty (30) days after recapt of sawd notice
CONTRACTOR may, in writing, elect to develop such areas
as provided for in the case of Commercial Discovery hercunder.
In such event all terms of this Agreement shall continue to

apply to the specified area.

If CONTRACTOR elects not to develop such area, the

specific arca covering said geological feature shall bhe set

aside for sole risk operations by EGPC.

In the event Operating Committee referred to in Article
VI has come into existence. EGPC shall be entitled to have
Operator perform such operations for it at LGPC’s sole cost,
risk and expense. When EGPC has recovered from the Crude
Oil produced from such specific area a quantity of Crude Ol
equal in value to three hundred (300) percent of the cost
it has incurred in carrying out the sole risk operations, CON-
TRACTOR shall have the option, onlv in the event there
has been a separate Commercial Discovery, to share in further
development and production of that specific area upon paying

FEGPC one hundred (100} percent of such costs incurred bv
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EGPC, Such one hundred (100) percent payment shall be
recovered by CONTRACTOR from Cost Recovery Grude
Oil in the normal manner for the recovery of expenses under

Article VII (a). Irﬁmediately following such payment the
specific area shall%{cxhe'r (1) revert to the status of an ordinary

development lease under this Agreement and thereafter shall
be operated in accordance with the terms hereof; or (ii) alter-

natively, in the event that at such time EGPC or its affiliated
company is conducting all development operations in the area
at its sole expense and EGPCQ elects to continue operating, the

area shall remain set aside and CONTRACTOR shall only be
entitled to its production sharing percentage of the Crude Qil
as specified m Article VII (b) below. 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 Agree-
ment under the provisions of paragraph (b) above this Agree-
ment 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 pui-

suant to the provisions of said paragraph (b) above.

(d) The development period shall be twenty (20) years from the
date of the first Commercial Discovery. This period may be
rencwed for an additional period of Ten (10} years at the aption

ot CONTRACTOR wupon six (6) months prior written noticc
to EGPC. Followmg Commerctal Discovery the extent of tle
whole area capable of production to be covered by devclop-

ment lease or leases shall be mutually agreed upon by EGPC
and CONTRACTOR and be subject to the approval of the

Mumister of Petroleum.
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Such arca shall then be converted automatically into «
development lease or leases without the issuance of any addi-
tonal legal instrument or permisstot.

Development opcerations thereatter shall be started prom-
ptly by Operator and be conducted m accordance with good
oll field practices and accepted petroleum engineering prin-
ciples, until the field is considered to he fully, developed. In
the event po cornnercial procaction of Petroleuwm i regualar
shipments 15 established.

Withm thiee (3) vears from the date of Commercial 1.
covery, the block shall immediately be surrendered. This three

(3) years time himit shall not apply to a Commercial Discovery

of non associated gas which shall be subject to the provisions

of Article XXVIIL.

le} CONTRACTOR shall bear and pay all the costs and expen-

()

ses required m  carryimmg out all the operations under this
Agreement but such costs and expenses shall not wmclude any
mterest on mvesunent. and CONTRACTOR shall look onh
to the Petroleum to which 1t s entitied under this Agresmen
to recover such costs and expenses. Such costs and exepnses
shall be recoverable as provided m Article VIIL Durnine the
term of this Agreement and its rencwal. the total production
achieved mn the conduct of such operations shall be divided
between EGPC and CONTRACTOR i accordance with thie
provision of Article VII.

(1) CONTRACTOR shall be subicet w0 the Taws in force in
the AR-E. and the pohtical subdivisions thercof, wiineh
iImposc taxcs on or are measwred by income or i;_ﬂ.'of.its.
including those laws mmposing the commercial and  indis
trial profits tax, muucipal tax, defense tax and national

security tax on income and dividends paid with cespect
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to sharcholders (hereinafter referred to as  “ARE.”
Income Taxes”) and except as otherwise provided in the
Agreement, shall eomply with the requirements of such
laws with respect to the fiimg of retuwrns, the assess-
ment of tax, and keeping for review by authorised per-
sons of books and records.

Any A-R.E. Income Taxcs as described above which
may be levied agamnst CONTRACTOR’s sharholders as
a reswlt of CONTRACTOR's acuvities under this Agree-
ment shall be the responsibility of EGPC.

It is expressly agreed and acknowledged that EGPCs
share of the volume of crude oil as determined under
Article VII includes a volumé of crude oil to meet the
CONTRAGTOR’S._.-,A.R.E.. Income ‘Yaxes as _ficsat.l‘_ihé;d
above 1n. this ;paragr_aph_ (f) (1). EGPC agrees that proceeds
from such crude oil volumes will be used to’ meet CONT-
RACTOR’s income tax liability in ARE. as and when

due.

For purposes of appl}?ing paragraph (f) (1) of this Article,
the total taxable ncome of CONTRACTOR in respect
of any Tax Year shall be an amount calculated as

follows :

(i) The total of the sums received by CONTRACTOR
from the sale or other dispositton of all Crude Oil
acquired by CONTRACTOR pursuant to Article
VII, paragraphs (a) and (b) ;

LESS
(a) The costs and cxpenses of CONTRACTOR

which are allowed to be recovered in the Tax
Year under paragraph {a) of Article VI : and
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(b) The wvalue, as determined in paragraph (c¢) of
Article VII of the excess Cost Recovery Crude
O1l taken and separately disposed of by CONT-
RACTOR pursuant to Article VII, paragraph

(@) (2) ;

PLUS

(1) An amount equal to CONTRACTOR's A.R.E.
Income Taxes-

(3) EGPC shall assume, pay and discharge, on behaif of

CONTRACTOR, CONTRACTOR’s A.RE. Income
Taxes out of the sums received by EGPC from the sale or
other disposition of its share of the Crude Oil.

(4) EGPC shall furnish o CONTRACTOR the proper offi-
cial receipt evidencing the payment of CONTRACTOR’s
A-R.E. Tncome Taxes, within sixty (60) days following
the receipt by EGPC of CONTRACTOR’s tax -eclara-
tion for the preceding Tax Year- Such receipts shall be
issued by the proper Tax Authorities and shall state the
amount -and other particulars customary for such receipts.

In calculating its A.R.E. Income Taxes, EGPC shall be enitled
to deduct royalties paid by EGPC to the GOVERNMENT and
the AR T Income Tuxes of CONTRACTOR raid by £0.PC

m CONTOVOTOR's behalf

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERICD

CONTRACTOR shall comimence exploration operations
hereunder not later than six (6) months after the Effective

- Date. Not later than the end of the eighteenth (18th) month

after the Effective Date, CONTRACTOR shall start Fx-
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(b)

ploration drilling in the Area, with a commitment of drill-
mg onc (1) well during the injtial exploration period.

EGPC shall make available for contractor’s use all seismic,

well and other exploration data, in EGPC’s possession with
respect to “the Area”.

The initial exploration perrod shall be two (2) vears, CONT-
RACTOR may extend this exploration period for Two (2)
additional periods in accordance with Article IIT (b) upon a
ninety (90) days prior written notice to EGPC subject to ity
expenditure of its minimum exlf)lox*ation obligations for the
then current period.

CONTRACTOR shall spend a minimum of six million
(6.000,000) U.S. Dollars on cxploration operations and activi- -
ties related thereto during the injtial two (2) years exploration -
pericd, including drifling of one (1) well. For the twa, (2)
additional ‘period of one (1) year respectively that  CONT-
RACTOR elects to extent beyond the initial exploration period
CONTRACTOR  shall spend a r’htinimum of six million
(6,000,000) U.S. Dollars per additional  period-  Should CON-
TRACTOR spend more than the minimum amount required
to be expended during the initial two (2) years exploration
period or during any period thereafter, the excess may be
subtracted from the minimum amount of money required to
be expended by CONTRACTOR during any succeeding ex

ploration period as the case may be.

In case CONTRACTOR surrenders its exploration obli-
gations in this Agreement as set forth ahove before or at the end
of the second (2nd) year of the injtial period, having expended
less than the total sum of six million (6,000.000) US. Dollars on

exploration or in the cvent at the end of the second (2nd)
vear CONTRACTOR hag expended less than said sum in the
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Area, an amount equal to the difference between the said six
million (6,000,000) 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 CONTRAGTOR
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 stili n
force as to CONTRACTOR, CONTRACTOR shall be enti-

tled to recover any such payments as exploration expenditure
in the manner provided for under Article VII in the event

of commercial production.

Without prejudice to Article 1T (b): in case no Commer-
cial Discovery is established by the end of the fourth {4th) year,
or in case CONTRACTOR surrenders its exploration obliga-
tions under this Agreement prior to such time, EGPC shall not
bear any of aforesaid expenses spent by CONTRACTOR

(c) At least four (4) months prior to the beginning of each year or
at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Fxplo-

ration Work Program and Budget for the Avca setting forth
the exploration operations which CONTRACTOR proposes to
carry out during the ensuing vear. During the exploration pc-
riod, such Work Program and Budget shall be at least sufficient
to satisfy CONTRACTOR’s minimum expenditure obligations
for the period it covers, taking into account any credits for excess
expenditures by CONTRACTOR's in prior exploration period.
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The Explorauon Wock Program and Budget shall be rev-
iewed by a joint committee to be established by EGPC and
CONTRACITOR after the Etfective Date of this Agreement,
This Committee, hereinafter referred to as the “Exploration
Advisory Gommittee”, shall consist of six {6) membecrs, three
(3) of whom shall be appointed by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploration Advi-
sory Committee shall be designated by EGPC {rom amoung
the members appomted by it. The Exploration Advisory Com-
mittee shall review and give such advice as it deems appropriaic
wih respect to the proposed Work Program and Budget. Fol-
lowing review by the Exploration Advisory Commitee, CON-
TRACTOR shall make such revisions as CONTRACTOR
deems appropriate and submit the Exploration Work Program
and Budget to EGPC for its approval. Following such appro-
val, it 1s further agreed that :

(1) CGONTRACTOR shall not substantially revise or modifv
sald Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of LGPC.

(11) In the event of emergencles involving danger of loss of
lives or property, CONTRACTOR may expend such ad-
ditional unbudgeted amounts as may bhe required to allevi-
ate such danger. Such expenditure shall be considered in
all respects as exploration expenditure and shall be recove-
red pursuant to the provisions of Article VII hereof.

d) GONTRACTOR shall advance all necessary funds for all ma-
terials, equipment, supplics, personnel administration and opera-
tions pursuant to the Exploration Work Program and Budget
and EGPGC shall not be responsible to bear or repay any of the
aforesaid costs.

fe)  CONTRACTOR shall be responsible for the preparation and
nerformance of the Exploration Work Proeram which shall he
implemented in a workmanlike manner and in consistence with
good TIndustrv practices.



VAAY A i Jst Sz 5 T'° st e Jl Bl P A

._# -

idles e danaitll DLl s b g b sl
tbj_,l:..”_g 'L....-\..g” C.:L.u‘).JJU anh C.:L.»U.\.” .31.-‘&‘_9' ;..J\JL...”
& P 3:315\_;“ o B J....a.ﬁ.a a2 lae 6.;"" Sl o (_gb d.,.mj.a_,,xﬂ}
1-&#(1;{ d
al_____; JJ'.._A Lﬁ“ .5 #ﬂic (_3 _,5»-..“ ULL;.L" 5_)'.31:- Jﬂta_u Agn 9
Q..»U.} v.._.:l.! 4.‘...3”' 4.4‘,{}_“ Mdiﬂ_ﬂ_f'}" u\._.a.”u JJ—L“ A.GL.NA_,
-l.-F-L—-ﬂ_j JJ-\“ JJL.A“ -}_5,;'3 * (4.4.:...:-4 JJ__. j-LU J.C-L_«.d_g j-LU
L b OF e Ll 431 Sl ¢l e e ¢
e B Lgdl jaar ) UM L)) B Gukis A
ols {_51 Qh_y ¢ Ul.a:\” s ﬁ-U:>')f LEE- ll M;.Cz“
IR P Pra Y| PR
':'"*"L’_’-‘" ln...-"-L.A.-.n-“ 05“ 43_,-"‘.1-.& {_,_’\41‘ C_:J_J » d_._,_,., C_, ‘_” ‘_U_", Jﬂg_
d.a.‘:L-Jl ‘_}4.-.” Olelo el i (_gl ;_3 Ty M]I Gl S S
POk F ff‘*“‘ E or e (F) 36 Sl elsy
gl e 9ii SLII 14 ,;-’)A:;.JI GJL;* o eed (v ( ) "*"‘*ls‘* Sl s
. u...:_,u.c—‘ {5l 4 .5 J}qu‘ ﬁa_,,l,
3V 6 s CLHT Ol OF
Sl ot 33, st Slaasdt o Aladl GG OF v
2,59t g 2 55 gl G WL bl 5T WSl LU 5 4t
e 3 Lo, O e St pladlodn oy g mdy B5LL)
L}__,:-l.'} Jn L@..lﬁv J}.-.—J':-” (‘-’ L’—” 1....1‘.4-«\:::“4 t.._JL U Q‘ LJ' ”
n‘ 4 TQ QJUI_LL_C’_YC'QM ‘bf t—

o S ) ——



¥4 1Ay d r_,w Jal ((C” _,,C, T'ﬂ ;..ull__.u_ﬂjli s o

P

Excépt as is appropriate for the processing of data, laborator
specialised engineering and development studies thereon, to b
made 1n speclalised centres outside A.R.E., all geological an

geophysical studies as well as any other studies related to th
performance of this Agreement, shall be made in the A.R.E.

CONTRACTOR shall entrust the management of exploratio
operations in the A.R.E. to its technically competent Genera
Manager and Assistant Manager. The names of such Manage:
and Assistant Manager shall, upon appointment, be forthwitl
notified to the GOVERNMENT and to EGPC. The Manage:
and, in his absence, the Assistant Manager shall be entrusted by
CONTRACTOR with sufficient powers to carry out immedia-
tely all lawful written directions given to them by the GOVERN.

LMENT or its representative under the terms of this Agree-
ment.  CONTRACTOR however shall be subject to the laws
and regulations of the A.R.E. which are not incosistent with the
provisions of this Agreement.

(f{i CONTRACTOR shall supply EGPC, withmn (30) days fron
the end of each calendar quarter, with a Statement of Explora-
tion Activity showing costs mcurred by CONTRACTOR dur-
ing such quarter.  CONTRACTOR’s records and necessary

supporting documents 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.

Within the three (3) months from the date of receiving such

Statement, EGPC shall advise CONTRACTOR in writing 1f
1t conmdcrs :

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

(i) that the costs of goods or services supplied are not in line
with the international market prices for goods or services or
similar quality supplied on similar terms prevailing at the
time such goods or services were supplied, provided how-
ever, that purchases made and services performed with
A.R.E. shall be subject to Article XXV;
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(i) that the condition of the maternials furnished by CON-
TEACTOR does not iy wiilr their prices; or

(iv) that the ¢osts mcurred are not reasonably required for
operations. '

CONTRACTOR shall confer with EGPC in connection with
the problems thus presenied, ::d parties shall attempt to reach
a settlemen: which 1s mutvaily satisfactory.  If within the tume
timit of the three (3) mon.hs period prioided + o this pa:

graph, EGPC i s not advised CCNTER. O OR oL 1ts object .
to any statement, such statemernt shall be considered as appro-

ved.

If within the time limit of three (3) months EGPC has advised
contractor of its objections to any statement then contractor
shall have three (3) months from date such objection is received
to respond taking issue with such objection by EGPC and in the

event contractor does not so respond such statement objections

- shall be considered accepted by contractor.

CONTRACTOR shall supply all funds necessary for its opera-
tions in A.R.E. under this Agrecement in freely convertible cur-
rency from abroad.. CONTRACTOR shall have the right to

buy Egyptian currency whenever required and the conversion
shall be made at the local banks in the A.R.E. according to the

Official AR.E. Rate of Exchange.

ARTICLE V

VOLUNTARY RELINQUISHMENT

CONTRACTOR may, voluntarily, during any period relinquish

all or any part of the Area provided that at the time of such volu-
ntarv relinquishment its financial obligations for exploration expe-
nditure under Article IV paragraph (b} have been satisfied for such

neriod.
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ARTICE VI
OPERATING AFTER COMMERCIAL, DISCOVERY

(@)  On Commercial Discovery, Operator and Contractor shall form
i the A.R-E. a commiitee, hereinafter referred to as Operating
Committce, of six members, three of them to be designated by
EGPC including the Chairman of the Committec who shall
also be a Managing Director. The other three members shall be
designated by the Contractor, including the General Manager,
who shall also be a Manging Director. Upon forming the Ope-
rating Committee, the Committee shall set up and approve the
regulations necessary for its work. The Operating Committee
shall be invested with all powers in connection with operatiops
for the execution of this Agreement. Operator shall execute
operatins according to work program approved by Operat-

mg Committce and EGPC. The execution shall be under the
control of this Committce.

In case of difference within the Committee which cannot
be solved, this matter shall be referred to EGPC and CONT-
RACTOR for settlement.

In connection with the execution of this Agreement, Ope-
rator shall be exempted from the following laws and regulatio-
ns as now or hereafter amended or substituted.

Law No. 26 of 1954 on Companies, as amended :

Law No. 141 of 1963 on Representation of Employees aix]
“Workers on the Boards for Companies:

Law No 60 of 1971 on Public Institutions and Public Sector Un-
its:



s Al D 4dc Jads Glos Sy s

S Gl Sl (G i 166 3 Gy —
o 4wl Ade 3 Oidasll

Lt o ) el s e el OLLeall S A ()

e Lo (80) Ond o @y o (gl GLESNI L iy

‘ 1) 5 Al L Slladb 4l ST asll s

ot o oY et sl Y
(e i



§ 0 18AY S i JB1 3 (70 S o ol e B

gl

A ' oy e i—— g

Law No 97 of 1970 organising dealings in foreign currencics.

Law No 48 of 1978 on the Staff regulations of public Clompa-
nies |

Presidential Decree No 1868 of 1974 restricting some contiacts
of works of the Government t Public Instututions and Gm‘l}{'arﬂ-
ations and Public Scctor Units,

'b)  GPC as Operator shall

(1) Execute the directives of Operating Committee ;

(2) Prepare as required, work Program, budgets, manpower
requirements, production schedules. subcontracts, etc. tor
approval.

(3) Maintain accounts, make cash calls and perform othes
financial services as required;

(4) Porform or have performed necessary engineering. nrocu-
rement and  commissioning of required production faci-
hities;

(5) Operate and maintain the development lease {ields and.

(6) Otherwise perform all the normal dutics of a development
lease operator.

() Ninetv (90) davs after the date Operating Committec comes into
existence in accordance with paragraph (a) above, Opecatos
shall prepare a development work program and budeget fon
the remainder of the vear in which the Commercial Discovery
1s made: and not later than the first (Ist) of September of said
year (or such other date as mav be agreed upon) and the first
(Ist} of September of cach vear theveafter. Operating Committee
shall
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(d)

-

preparc an annual Production Schedule. Work Program and
Budget for the SL.I('_'céeding vear.  The  production Sche-dule,
Work program and Budget shall be submitted to the Board of
Directors for approval and to be tmally approved by EGP(C.

Not later than the twentieth (20th) day of cach month, joint
Company shail firnish to CONTRACTOR a written cstimate
of its total cash requirements for expenciiture for the first half
and the second half of the succeeding month expressed in U.S.
Dollars having recard to the approved budget. Such estimate

shall take into consideration any cash expected to be on hand
at month end.

Payment for the appropriate period of such month shall
be made to the correspondent bank designated in paragraph (e}
below on the first day and fifteenth day  respectively. or the

next following business day, if such diy is not @ business day.

Joint Company is authorized to keep at its own disposal abroad

In an account opened with a correspondent bank of the Nat-
1onal Bank of Egypt. Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be
used tor payment for goods and services acquircd abroad and
for transferring to a local bank in the A.R.E. the required am-
ounts to mect  expenditures in Egyptian  Pounds. for JoImt
Company in connection with the activitics under this Aaree-
ment.

Within thirty (30) days after the end of each Iinancial
Year: joint Company shall submit to the appropriate exchange
control authorities in the AR.E. a statement, duly certified by
a recogmised firm of auditors, showing the funds credited to
that account, the disbursements made out of that account and
the balance outstanding at the end of the year,
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1f and for as lone during the period of produciion operations

therc exists 4 geruune cxcess capacity i facilitics whica cannot
during the perioa of such excess be used by the joint Company:;
the Contractor will consult with EGPC to find a mutualily
agreed formula whereby EGPC may usc the exccss capacity
£ it so desires without any Financial, Operational or othor
disadvantage to thic Contractors

ARTICLE Vi

RECOVERY OF COSTS AND EXPENSES

AND PRODUCTION SHARING

Cost Recovery Crude Oil :

1. Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses in
respect of all the exploration development and related ope-
rations under this Agreement to the extent and out of
Thirty Five (35) percent per annum for all Grude Ot
produced and saved from all development leases within the
Area hereunder and not used in  petrolenm operations.

Such Crude Oil is hereinafter referred to as “Cost Recovery

Crude Onl”.

For all FExploration, Devclopment and Production
hereunder. such costs and expenses shalil be recovered from

Cost Recovery Crude Oil in the following manner
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(1) All operating cxpenses, incurred and paid after mitial
Commercial production, which for the purposes of
this Agreement shall mean the date on which the
first regular shipment is madc, shall be rccoverabl:
either m the Tax Year in which such expenses are
incmrred and patd or the Tax Year in which mitial

Commercial Production occurs whichever 1s later.

(i) Exploration Expenditures, including those accumu-
lated prior to the commencement of initial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on which the first
regular shipment is made shall be recoverable at the
rate of twenty five (25) percent per annum starting
either mn the Tax Year in which such expenditures arc
mcurred and paid or the Tax Year on which initial
Commercial Production commences whichever is later,

(1if) Deveclopment Expenditures, including those accu-
mulated prior to the commencement of initial Com-
mercial Production shall be recoverable at the rate
of tewenty (20) percent per annum starting either m
the Tax Year in which such expenditures are in.
curred and paid or the Tax Year in which initial

Commercial Production commences whichever i
later.

(iv) To the extent that, in a Tax Year. costs, expenses or
cxpenditures rccoverable per paragraphs (1), (1) and
(iii) preceding exceed the value of all Cost Recovery
Crude Oil for such Tax Year, the excess shall be car-
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ried forward for recovery in the next succeeding Tax
Year or Years until fully recovered, but in no case
after the termination of the Agrecment, as to CON-
TRACTOR.

(v) For the purpose of determining the classification of
all costs, expenses and expenditures for their reco-
very. the tollowing terms shall apply

l. “Exploration Expenditures” shall mean all costs
and expenses for Exploration.

2. "Development Expendtures” shall mean all costs

and expenses for development with the exception
of operating expenses.

3. “Operating Expenses™ shall mean all COSts, ex-
penses and expenditures made after initial Com-
mercial Production, which costs, expenses and
expenditures are not normally depreciable,
However. operating expenses shall include work
over reparr and maintenance of assets but shall

not include anv of the tollowing : side tracking,
redniling and changing of the status of a well

from oil well to water well and vice versa and
replacement of assets or part of an asset, major

overhauling that extent the life of the asset, ad-
ditions improvement and renewals.

(vi) It is understood and agreed upon that the recoverv
of costs and expenses as based upon the rates refer-
red above shall be allocated to each quarter propor-
tionately (one fourth to each quarter). However.
any allowable costs and expenses not recovered in one

quarter, as thus allocated, shall be carried forward
for recovery in the next succeeding quarter :
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CONTRACTOR shall each vear take and scparately

dispose of all cost Recovery Crude Oil produced, (except

as provided in subparagraph (a) (3) below of this Article
VII, plus its share of the balance of the Crude Oil as
stipulated in paragraph (b) below of this Article V1i.
To the extent that the value of the Cost recovery Crude
Oil (as determined in sub-paragraph (c) below) cxceeds
the actual recoverable costs and expenditures, including
any carry forward pursuant to paragraph (a) (1) ()
above, to be recovered in that year, the value of such
excess Cost Recovery Crude Oil actually taken and sepa-
rately disposed of by CONTRACTOR shall be paid by
CONTRACTOR to EGPC in the manner set forth

Article IV of the Accounting Procedurc contamed m

Annex “D” and CONTRACTOR shall be deemed to have

purchased such excess Cost Recovery Crude Oil.

With respect to such cxcess Cost Recovery Crude Oil
which CONTRACTOR shall be deemed to have purcha-
sed (per sub-pargraph (a) (2) of this Article VII), EGPC
shall be entitled to elect each year, with six month's notice
in advance, to take up to fifty (50) percent thercof in kind
and thereby reduce tBe amount decmed to be purchased

by CONTRACTOR to the extent so taken.
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(B) Production Sharing

The remaining sixty five (65) percent of the Grude Ui
shall be taken and disposed of separately by EGPCG and COIN-
TRACTOR according to the following incremental scale :

bt e ———— e e — o

Crude Qil produced and saved under '
thi: agreement and not used 1n Petroleum EGPC C(}NTRACT:
Operations SHARE 9%, | OR SHAREL";
barrels per day.
The first twenty five thousand (25,000) 83 - 17
For the excess between twenty five thousand
- (25,000) and ninety thousand (90,000) 85 15
For all production above ninety thousand 1

(90,000) 88 ' 12

|

(. 1. Tt is the intent of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing marict
price for Crude O1l. For the purpose of cvaiuating the
prevailing market value of the quantity of Cost Recovery
Crude Onl to which CONTRACTOR is entitled hereunder
during each calendar semester, the weighted average price
realized for comparable quantities on comparable credit
terms In freely convertible currency from F.O.B. point of
export sales to non-affiliated companies during such semes-
ter at armslength by either EGPC or CONTRACTOR
under all Crude Oil sales contracts currently in effect, bur
excluding crude oil spot sales not consistent with pre-
vailing market prices for similar Crude Oil and alsc
excluding Grude Oil sales contracts involving barter.
whichever 1s higher, shall be used. Tt is understood that in
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the case of C.LF. sales, approprate deductions shall be
madc for transport and insurance charges to calculate the
F.O.B. point of export price; and always taking mnto ac-
count the appropriate adjustment for quality of crude oii,
freight acdvantage or disadvantage of port of loading and
other appropriate adjustments. Nevertheless, 1if  COXN-
TRACTOR or EGPC can demonstrate the value of the
Cost Recovery Crude Qil so determined not to retlect the
market condition prevailing during the Calendar Semester.
CONTRACTOR apnd EGPC shall meet and mutualiy
agree upon the price.

2. 1f during any calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Oil sales con-
tracts currently in effect. EGPC and CONTRACTOR
shall meet and mutually agree upon the price of Crude
O1l to be used in determing the value mentioned in su)-
“paragraph (c) (1) above.  Pending such mutual agreement
the price used shall be the last price determined pursuant to
sub-parapraph (¢) (1), or under this sub-paragraph (c} {2)
whichever is later, and appropriate adjustment will he
made thereto after determination of a mutuallv agreed

price by EGPC and CONTRACTOR.

j  Operaung Committee shall prepare (not less than ninety (90
cays prior to the beginning of each calendar semester [ollowin:
regular production ane furnish in writing to CONTRACTOR
and EGPCG a forecast setting out the total quantity of petroleyr
that Operating Committec  cstimates can he produced. saved
and  transperted hereunder during such calendar SCIMESTer  1n
accerdance with good oil industry practices. Operating Com-
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muttee shall endeavour to produce each calendar semester the
forecast quantity. The Crude Oil shall be run to storage wanks
constructed, mamtained and operated according to Govern-
ment Regulations, by Operating Committee in which said Cru-
de Oil shall be metered or otherwisc measured for royalty,
and the other purposes rcquired by this Aercement.

) GONTRACTOR shall | ave the right and the obligation to
separately take and dispose of currently all of the Crude Oil
to which it 1s entitled as is determined in accordance with siib-
paragraphs (a) and (b) of this Article. Subject to payment of
sums duc EGPC under Articles VII (a) (2) and IX. CON-
TRACTOR shall have the right to retain abroad all funds
acquired by it abroad including the procceds from the sale of
1ts share of Crude Qil exported.

ARTICLE VIII
TITLE TO ASSELS

(2)  EGPC shall become the owner of all assets acquired and owned
by CONTRACTOR i conncction with the operations Carrice
out hy CONTRACTOR or OPERATOR in accordance with
the following :

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

(2) Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR ts
EGPC as thev become subject to depreciation in accord-
ance with the provisions of Article VII; however, the il
title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC at the cnc
of the year when its total cost has been recovered by
CONTRACTOR in accordance with the provisions  of
Article VIT, or at the time of termination of the Agree-
ment, whichever first occurs.
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The Book Value of the AsSets created during each calenda
quarter shall be communicated hy CONTRACTOR to EGP(

or by Operating Committee to EGPC and CONTRACTOR
within thirty {3) days of the end of each quarter.

(b} During the term of this  Agrecement and the renewal perios
CONTRACTOR and Opcrating Committed arc  entitled t
the tull usc of all fixed and movable asscts in connection witi
operations hercunder in (1) the Area and (2) any other Are:
approﬁéd by EGPG and CONTRACTOR and proper account-
ing adjustment shall be made. CONTRACTOR and EGPC

shall not dispose of the same with agreement of the ofther.

(¢) CONTRACTOR may freely Import into A.R.E. use thereir

and freely export at the end of such use machincry and equip
ment which it either rents or leases in accordance with QoOr
mdustry practices.

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

(@) CONTRACTOR shall Fay to EGPC as a Signature Bonus th-
sum of seven hundred and fifty thousand (750 000) U.S. Dol
fars, on the effective date, and shall pay the sum of five hun
dred thousand* (500 000) U.S. Dollars on the day of each rén.
wal exploration period as provided in Article IIT b.

(b) CONTRACTOR <hall pay :

Lhe sum of two million (2 000 000) U.S. Dollars
uction Bonus when the tota] avera

ches the rate of fifty thousand (

as a Prod
ge daily production first pes
50 000) barrels per day {or
period of forty five (45) consecutive producing days.
wil be made within fifteen (15) days thereafter.
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(c) CONTRACTOR shall also pay to EGPC the additional sum of
tour mullion (4 000 000) U.S. Dollars as a Production Bonus
when the average daily produciion first reaches the rate of one
hundred thousand (100 000) barrels per day for a period of
torty five (45) comsecutive producing days. Payment will be
made within fifteen (15) days thereafter.

(d} GONTRACTOR shall also pay to EGPC. the additional sun
of six million (6 000 000) U.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred fifty thousand (150 000) barrels per day for
a priod of forty five (25) consecutive producing days. Pay-
ment will be made within fifteen (15) days thereafter.

(e) The aforesaid payments shall in no event be recovered nor
amertized by CONTRACTOR.

(1) In the event that EGPC clects to develop any part of the Area
pursuant to the sole risk provisions of Article III (c) herein-
above, production from such sole risk area shall be considered

for the purposes of this Article IX only if CONTRACTOR
exercises its option to share in such production, and only from
initial date of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.RE. at which
notices shall be validly served.
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The General Manager and the Assistant Manager shall be

entrusted by CONTRACTOR with sufficient powcr to represent
and bind CONTRACTOR with respect to all dealings with the
CGOVERNMENT and EGPC under the terms of this Agreement,

All matters and notices shall be deemed to be validly served

which are sent to him by registered mail to CONTRACGTOR'S
officc in A.R.L.

All matters and notices shall be deemed to be vahidly served

which arc left at the office of the Chairman of EGPC or which are

sent to him by regisitered mail at EGPC’s main office in Cairo.

ARTICLE X1

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Committee shall take all proper measures, according

(h)

to generally accepted methods m use in the oil 1ndustry to
prevent lces cr waste of petroleum above or under the ground
in any form during drilling, producing, gathering and distribu-
ting or storage operationss The GOVERNMENT has the
right to prevent any operation on any well that it might
reasonably expect would result in loss or damage to the well
or the oil field.

Upon completion of the drilling of a productive well, Operating
Committee shall inform the GOVERNMENT or its represen-
tative of the time when the well will be tested and the produc-
tion rate ascertained.

Except in instances where multiple producing formations

the same well can only be produced economically through

a single tubing string, petroleum shall not be produced trom

multiple oil carrving zones through one string of tubing at the
came time, except with the prior approval of the GOVERN-
MENT or its representative. '
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)  Operating Comymittee shall record data regarding the quanti-
ties of petroleum and water produced monthly from each
development lease. Such data shall be sent to the GOVERN-
MENT or its representative on the special forms provided for
that purpose within thrity (30) days after it i1s obtained. Daily
or weekly statistics regarding the production from the Arca
shall be available at all reasonable times for exanmunation by
authorized representatives of the GOVERNMENT.

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

Any substantial change of machanical conditicns of the well
after 1ts completion should be subject to the approval of the repre-
sentative of the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, joint Company and their contr-
actors and sub-contractors engaged in carrying on operations
under this Agreement shall be permitted to import and shail be
exempted irom customs duties, with respect to the importation
of machinery, equipment, vehicles, materials, supplies, con-
sumable items, foodstuffs and movable property when certified
by responsible representative of EGPC, to be used sdlely in

carrving on operations under this Agreement.
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Each cxpatiate employee of CONTRACTOR and jomnt Con-
pany and the said contractors and  sub-contractors  shuli he
permitted to import and shall be exempt from all customs
cutics with respect to the reasonable importation of house-
hold goods, consumable 1tems, foodstulfs (within  the Tioats
approved by the Ministry of Petroleum). and personal effects
mcluding onc automobile provided however, that such proper-
tes are imported for the sole use of the emplovee and his family
and provided iurther. that ne such property imporwed o the
employee shall be resold by him in the AR.E. except in accor-
dance with GOVERNMENT regulations.

The exemption provided in (a) of this Article shall not apply
to anv mmported items when EGPC considers and shows that
items of the same, or substantially the same, kind and quality are
manutactured locally and are available for purchase and time
delivery in the ARE. at a price not higher than ten (10 per-
cent more than the cost of the imported item before customs
(]ll[i[.‘?&- ])llt ﬂffi‘l‘ tl"E.lIlSPUl.tati{'}ﬂ. Llild ifl‘ilif?lﬂ(fl{" COsts ]IH".'{" ,I){"{:‘.‘I]

added.

Withiong projedice to Article VI amyv of the Teems nPOCe |
mto the ARE. cither cxempt or m}t-f;‘:};t.‘n’lpt fl"‘(}m Clisfengys

duties, taxes or Imposts under this Article may be exported by

the importing party at any tim~ without the payment of o1y

cxport duty, or Impf}st.

Used but serviceable material. cquipment and goods resultine
frein opevations feocunder mayv be vold wrthin rhe VR
provided that the purchasers pay the applicable customs duties
taxes oy amposts i oy, except o seld o BGYO ar an afliargs

Lad

cempany of LGP
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(1) Material, equipment and goods damaged or vsed as to be non-
serviccable and which are classitied by CONTRACTOR or
OPERATOR as scrap or junk (any such CONTRACTOR’s
appraisal being subject to EGPC approval and any such OPE-
RATOR appraisal being subject to EGPC and CONTRAC-
TOR approval may be sold as scrap or junk without pavment
of customs duties, taxes or imposts.

(g) In the event of such sale vinder sub-pargraphs (e) and (1) above,
the proceeds from such sales shall be divided in the following
manner : CONTRACTOR shall be entitled to reimbursement
of its unrecovered cost, if any, in such material or equipment
and the excess, if any, shall he paid to EGPC.

(hy  “Customs dutics™, as used herein. shall include all dutics, taxes
or imposts (except those charees paid to the GOVERNMENT
for actual services rendered}. which are pavable as a result of

the mmportation of the items under consideration.

(1) There shall be no licence required, and CONTRACTOR
EGPC and their respective buyers shall be exempted from anv
duty tax, fee or any other financial impost in respect of the

export of Petroleum hereunder.

() At a reasonable time prior to the commencement of Commer-
cal Production EGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker liftings from th-
agreed upon point of export.
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ARTICLE X1l
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENS

(o) EGPC, CONTRACTOR and OPERATING COMMITT L
shall cach mamtam at thar business offices m the ARCE.D hooks
of account, m accordunce with the Acconmtg Procednre i
Annex “I7 and accepted accounting practices genevally used
in the petroleum mdustry, and such other books and records
as mav be necessary to show the work pertormed wnder thes
Agreement, mcluding the amount and value of all petrolewn
procduced and saved hereunder, CONTRACTOR and Opi-
rating Committee shall keep their books of account and accoun-
ting records m United States Dollars. CONTRACTOR shall
Furish to the GOVERNMENT or its representative monthly
retwns showing the amount of petroleum produced and suwverd
hercunder. Such retwns shall be prepared in the forn
requircd by the GOVERNMENT, or s representative !

shall be signed by the General Munager oy by the Awistont
Manager or 2 dulv designated deputv. and  delivered to the
GOVERNMENT or its representative within thrity (30) davs

arter the end of the month covered m the retum.

The aforesaid books of account and other books and vecords
referred to above shall be available at all reasonable times for

mspection by dulv authorized representatives of the GOVERN-
MBENT.

CONTRACTOR shall subimit to FGPC o4 Profit and F.oss Sta-
tement for che Calendar Year not Yater than Maveh 15 of th.
totlowing vear to show its net profit or loss from the petrolenm

oprrattons under this Agreement for such vear.
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CONTRACTOR shall at the same time submut a year-
end Balance Shect for the same Calendar Year to EGPC.

The Balance Sheet and Financial statements shall be cor-
tified by an Egyptian cerufied accounting firm accepted by
EGPC.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or OPERATOR shall prepare and, at
all times while this Agreement in force, maintain accurate and
current records of its operations in the Area hereunder. CON-
TRACTOR shall furnish the GOVERNMENT or its repre-
sentative, i conformity with applicable regulations or as the
GOVERNMENT or its representative may reasonably require
information and data concerning its operations under this
Agreement. Operating Committee and Operator will perform
the functions indicated in this Article XIV in accordance with
their respective 10les as specified in Article VT,

CONTRACTOR and or OPERATOR 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, or forwarded to the GOVERNMENT or its

representative 1n the manner directed by the GOVERNMENT.

All samples acquired by CONTRACTOR and or OPERA-
TOR for 1ts own purposes shall be considered available for
mspection at any reasonable time by the GOVERNMENT o
its representatives.  Anv such samples which CONTRACTOR
or OPERATOR has kept for a period of twelve (12) manths
without receipt of instruction to forward them to the GOVERN-

n -

bv CONTRACTOR or OPERATOR at its diseretion.
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{c} Unless otherwise agrecd to by EGPC, in case of exporting any

rock samples outside AR.E., samples equivalent m size and
auality shall, before such exportation, be delivered o RGPC
as representative of the GOVERNMENT.

(&} Ovigimals ol records can only be exported with the permission
ot ILGPG; provided. however, that magnetic tapes and any
other data which must he processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparable record,
it available, s maintained i the AR E. and provided that such
exports shall he repatrnated to AR, on the understanding that

thev belong to EGPC..

') During the period CONTRACTOR is conducting the cxplo-
ration operations, CONTRACTOR shall permit EGPC
through tts EGPC's duly authorized  vepresentatives or en-
plovees to have full and complete access to the Arca at all
reasonable times with the right to observe the operations bemy
conducted and to mspect all assets, records and data kept by
CONTRACTOR.  EGPC’s representative. in exercising il
rights under the preceding sentence of this paragraph (¢}, shals
not mnterfere with CONTRACTOR’s operations. CONT-
RACTOR shall provide EGPC with copics of anv and all dat:
(including, but not himuted to, geological and geophvsical reports.
logs and well survervs) mformation and interpretation of such
data, and other miormaton i CONTRACTOR's possession
All such data and mformation shall be strictly confidential and
shall not be divalged by EGPC except 1o affiliated companies.
oi by the GOVERNMENT without the consent of CONTRAC.
TOR while this Agrcement vemaimns in force. However, o
the purpose of obtaming new offers, the GOVERNMENT ma:
show any other party geophvsical and  geological data with

respect to the Arca adjacent to the Arca of such new offoer.
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ARTICLE XV

RESPONSIBLITY FOR DAMAGES

CONTRACTOR shall entirely and solely be sesponsible in
law toward third parties for any damage caused by CONTRAC-
'TOR’s explorzaticn cperations and shall inden: 1y the OVEX -
MENT and/or EGPC against all damages for which they mev b

eld liable on account of any such operations.

ARTICLE XVI

CRIVILEGES OF GOVLERNMENT REPRESENTATIVES

Duly authorized representatives of the GOV ERNMENT shall
have access to the Area covered by this Agreement and to the ope-
vations conducted thereon. Such representatives mav examine the

hooks, registers and records of EGPC, CONTRACTOR and OP1:-

R ATOR and mpke a reasonable number of surveys, drawings and
tests £ the purpose of enforcing this Agrecment. "They shall. for

this purpose, be entitled to make reasonable use of the machincry
and instruments of CONTRACTOR or OPERATOR on the con-

dition that no danger or impediment to the operations hereinder
chall arise directly or indirectly from such use. The GOVERN-

MENT shall indemnify and reimburse CONTRACTOR o OPI-
RATOR for any loss or damage which mav in fact result from any
such use of said machinery and instruments. Such representatves
shall be riven reasonable assistance by the agents and emplovees of

CONTRACTOR or OPERATOR so that none of the activities shall
endanger or hinder the safoty or efficiency of the operations.  CON-
TPLACTOR or OPERATOR shall offer such representatives all
nrivileges and facilites accorded to its own employees an the field
and shall provide them, free of charge, the use of reasonable oftice
space and of adequately furnished housing while they are e fhe

field for the purposc of facilitating the objectives of this Article.
Bny aund all information obtained by the GOVERNMENT or
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its repesentatives under this Arp-'s 27870 hall be kept confidential
with respect to the Area and s, - hisclosed during the tenes

of this Agreement without pricy worion comwent of  EGPC and
{ CGNTRACOTOR.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

@) Its the desire of EGPG and CONTRACTOR that opcratiots
hereuncer be conducted m a business-like and efficient manner.

(1} The expatriatc administrative, professional and techmcal
personnel employed by the CONTRACTOR or OPERA-
TOR and the personnel of its contractors for the conduct

of the operations hereunder, shall be granted a restdence
as provided for in Taw No 89 of 1960 as amended and
Minstrital Order No 9 of 1863 as amended, and CON-

TRACTOR agrecs that all immmigration, passport. visa and
employment regulations of the ARE, shall be applicable
t0 all alien cmplovees of CONTRACTOR working in the

AR L.

2 A mimmmum of twenty-hive (23) percent of the combined
salavies and wages of cach of the expatriate administra-
tive, professional and techinical personnel employed by
CONTRACTOR shall be paid menthly i Eeyptian Clur-
rencv. On final repatriation such personnel shall have the
right to remit abroad m U.S. Dollars or other currencres
the wunused portion of Fevitian Carrency mn excess of

twenty-five (25) percent of such personnel’s salarv.

Y CONTRACTOR and OPERATOR shall each sclect ity
employees and determine the number thercof, to be uscd tor

opcrations hereunder.
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ic) CONTRACTOR shall after consulation with EGPC, prepare
and carry out specialized training programs for all its A.R.E.

cmployees engaged in oparations hereunder with respect 1o
apphicable aspects of the petroleum mdustry,. CONTRACTOR
undcrtakes to replace gradually his non-executive expataate
staffs by qualified nationals as thev are available.

(d) During the period when CONTRACTOR is conducting Ex-
ploration, CONTRACTOR shall give mutually agreed num-

bers of EGPU employecs an opportunity to attend and parti-
cipate in CONTRACTOR’s and CONTRACTOR’s affiliate-

traimng programs relating to exploration and develonment
operations.

ARTICLE XVII

LAWS AND REGULATIONS

/

a) CONTRACGCTOR and Operator shall be subject to Law No. 66
of 1953 as amended by Law No.86 of 1956 and the regulations

issucd for the mmplementation thereof, including the regulations
for the safe and efficient performance of operations carried out

for the execution of this Agreement and for the conservation cf
the petroleum resources of the A.R.E. provided that no regu-

lations, moditication or interpretation thereof shall be contrary
to or mconsistent with the provisions of this Agreement.

(b))  EGPC and CONTRACTOR shall be exempted from all taxes,
except as provided m Article TII paragraph (f) for incomc
taxes, with respect to the extracting, producing or transporting

of pctroleum hereunder. CONTRACGCTOR shall also be
exempted from any tax on capital.
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(c) The rights and obhganons of EGPC and CONTRACGTOR
uwnder, and for the cffective term of this Agreement, shall bhe
governed by and 1 accordance with the provisions of this
Agreement and can onity be altered or amended by the motual

Agreement ol the siid contracting parties,

() The contracters and sub-contractors of CONTRACTOR and
OPLERATOR shall be subject to the provisions of this
Agreemient which affect them.

Thev shall also be subject to all regulations which are
duly issucd by the GOVERNMENT apply from time to time
and which arc not inconsistent with this Agreement.

ARTICLE XIX

RIGHT OF REQUISITION

{;‘t] In case of notnal CINCTEZCNCY due to war or nanunent ¢ -,.p"”‘
tion of war or mternal  causes: the GOVERNMENT may
requisition all cv nart of the production from the Arca obtatned
hereunder and require OPERATOR to increase such produc-
tion to the uomost pesstble maximum.  The GOVERNMEBENT
may also requisition the oil field itself and, if necessary related

faciities.

hy  Tn all such cases such requsition shall pot he cftected except
after 1aviting EGPC and CONTR TGO or thew repye-
sentative by registered etter, with *1r'lrnmvh*(lwmmw*nt Of

receipt, to express thewr views with respeci o such requusition.

) The requustton <1 prodo-sion shall e s ivcted by Mamistenal

Ovder.  Any  ogoisition 700 el pself, o any related

facihitics shall b effected vy o Presideniial Decree dulyv notified!
EGPC anag CONTRAUCTOR.
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(d) In the cvent of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPG and COIN-
TRACTOR for the period during which the requisition is
maintained, including :

1. All damages which rcsult fiom such requisition

9. Full payment each month for all Petroleum extracted by
the GOVERNMENT less the rovalty share of such pro-
duction, and

3 Other obligations of Contractor and EGPC hercunder.

However, any damage resulting ivom enemy attack 15 not
within the meaning of this sub-paragraph (c). Payment here-
snder shall be made to CONTRACTOR in U.S. Dollars
remittable abroad. The price paid to CONTRACTOR tfor

Petroleum taken shall be calculated in accordance with Article

VII paragraph (c).
ARTICLE XX

ASSIGNMENT

(a) Neither EGPG nor CONTRACTOR may assign to a persen,
firm or corporation nmot a party hereto, in whole or 1 part, any
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT.

() To enable consideration to be given to anv request for such

consent. the following conditions must be rulhlled

{.  The obligations of the assignor deriving from this Agrec
ment must have been duly fulfilled as of the date sl

request is made.
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0 The proposcd assignee or assignees must produce tens=e
nable ovidence to the GOVERNMENT ol 1ts or thetr
(nancial and technical competence: and

3 The istument of assignment must include provisions
stating precisely that the assignee 1s bound by all covenants
contained i this Agrecment and any modifications  or
dditions in writing which up to such time mayv have heen

A draft of such ivonsent of assigmmess shall by

Lil »

nade.
aitbmitted to the GOVERMMENT (e review and appres

val hefore being formally executed.
') Bvery executed and dol vered instrument of assignment assigl
ing any of the rights, privileges; dutics or obligations hercunder
of EGPC. or CONTRACTOR shall be submitted io tho
GCOVERNMENT within thirty (30) days after the GOVERN-

MENT approves the assignment, for registration In its registers.

made pursuant o the ].:rn_:nw.ri:«;imlﬁ Of this Arocie

-

Wi Ay assignment

dvall he free of anv ransfer or related taxes. charaes or fees

ARTICLE XXI1
BREFACH OF AGREEMENT AND POWER TO CANCLL

a) The GOVERNMENT shall have the right to cancel thi
Agreement by Order or Presidential  Decree, with  respeer te

CONTRACTOR . in the followmg mstances

1. If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material constderanon
or the exccution of this Agreement:

%6

O Tt asstgns apy mnterest hereutider  contrary to the

vicions of Article XX hereof;
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3. If 1t is adjudicated bankrupt by a court of competent
jurisdiction

4. If 1t does not comply with any final decision reached as
the result of court proceedings conducted under Article
XXIIL paragraph (a) hercunder;

0. If 1t mntentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT, except such extractions
as may be unavoidable as the result of operations conduc-
ted hereunder m accordance with accepted petrolenm in-

dustry practice and which shall be notified to the GOVE-
RNMENT or its representative as soon as possible ; and

6. If it commits any material breach of this Agreement or
of the provisions of law No. 66 of 1953, as amended by
taw No 86 of 1956, which do not expressly contradict the
provision of this Agreement.

(b, Tf the GOVERNMILINT deems that one of the aforesaid
causes (other than a force majeure cause referred to in Article
XXIT hereof) exists to cancel this Agreement, the GOVERN-
MENT shall give CONTRACTOR ninety (90) days written
notce personally served on CONTRACTOR’s General Ma-
nager mn the legally official manner and receipt of which is
acknowicdged by him or by his legal agents, to remedy and
remove such cause; but if for any reason such service is impossi-

ble duc to unnotified change of address, publication in the

Official Joumal of the GOVERNMENT of such notice shall
be considered as validly served upon CONTRACTOR. At the
end of the said nintey (90) days notice period such cause has not
been remedied and removed, this Agreement may be canceliéd
forthwith by Order or Presidential Decree as aforesaid: provi-
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(a)

(b)

—l

ded however, that if such cause, or the fallure to remedy or
remove such cause, results trom any act or omission of one party,
cancellation of tlns Agrecent shall be effective only against

that party and not as against the other party hereto.

Without prejudice to Article VI, CONTRACTOR shull bo
Cewedd s remove therr belongmes from the Area of any icasc
cancelled hercunder after scttling all claims due to the Govern-

meent.

ARTICLE  XXII
FORCF, MAJEURY.

The non-performance or delay m performance by EGPC and
CONTRACTOR, or cither of them of any obhgation under this

Agreement shall e excused af, and to the extent that. such

non-performance or delay 1s caused by force majeure.  The

period of any such non-performance or delay, together with such

period as may be necessary for the restoration of any darage

donc during such delay, shall be added to the tim: given in

this Agreement for the performance of such obligation and for
the performance of any obligation dependent thercon and
consequently, to the term of this Agreement but only with res.

pect to the block or blocks affected.

“Force Majcure”, within the meamng of this Article XTI
shall be anv order regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF LGYPT. o FRAXN(CL
with respect to CONTRACTOR whether promulgated m the
form of a law or otherwise or any act of God, msurrection, not.

war, strike, and other labor disturbance. fires, floods or anv other
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causes not due to the fault or negligence of EGPG or GON-
TRACTOR or either of them, whether or not similar to the

o

fosegoing, provided that any such cause is bevond the reasonabic

control of RGPU and COWIRACTOR, or cther of them

Without prejudice to the abuve and except as may be other-
vise provided herein, the GOVERNMENT shall ipcur no res-
ponsibility whatsoever to EGPC and CONTRACTOR or either
of them for any damages, restrictions or logs arising 11 conse-
quences of such case of force majeure except a force [aieure
caused by the order, regulations or direction of the GOVERN-
MENT of the ARAB REPUELIC OF RGYPL

1f the force majeure event occurs doring initial expioration
period or any extension thereof ard continues in effect tor a
period of two {2) years, CONTRACTOR shall have the option
upor ninety (90) days prior written notice o EGPC w ermin-
atc its obligations hereunder without further lability of any
kind aud, if still in force, the Guaranty contained in Annex “C”
hercto, shall e automatically cancelled and EGPC shall so no-

tify the Bank to release the Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRTION

Any disputc 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-
Ciction of the appropriate A.R.E. Courts and shall be finally

settled by such courts.
4
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b)

Any disputc arising between CONTRACGTOR and EGPG
connection with the present Agreement shall be finally settled
by arpitration. The Arbitration shall be held in Stockhelm,
Sweden and conducted in accordance with the Rules of Gon-
aliation and Arbitration of the International Chamber of Gom-
merce. In the event of no provisions being made in these Rules
in certain cases. the Arbitrators shall cstablish thew own pro-
cedures.

The arbitration shall be initated by cither pariy giving notice
to the other party that it clects to refer the dispute to arbt-
traton and that such party (hereinaftcr roferred to as  the
“First party”) has appointed an Arbitrator who shall be iden
tified in said notice. The other party (hercinafter referred to
as the “Second Party”), within fiftecen (15) days shall noufy
First Party in writing. identifving the Arbitrator that it has

selected.

If the Second Partv dors not appoint its Avbitrator os alvwresand,
the First Party shall have the nght to apply to the Gourt of
Arbitration of the International Chamber of Commerce to apr
point a second ariitrator. The two arbitrators  shall, withun
thirty (30) days, seicct a third Arbitrator failing whiclt  the
third Arbitrator shali be appointed by the Gourt of Arbitration
of the International Chamber of Commerce at the request of

~either party.

(¢) The third Arbitrator must be a citizen of a country other tham

()

- the ARE. or France and a country which has diplomatic re-
“1ations with both the A.R.E. and France and shall.-have no eco-

nomic interest in the ail business of the signatories hereto.

The parties shall extend to the Aritration board all facili-
ties (including access to the petroleum operations) for obtainng
any information required for proper determination of the dis-
pute. The absence or default of any party to the arbitration
shall not be permitted to prevent or hinder the arbttration pro-

cedure in any or all of its stages.
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‘o3 Pending the deasion o award, the opcrations or activiiles
which have given rise to the arbitration need not be discontin-
wed. In the cvent the decision or award recognises that the
Complainant was justified, provisici may be made therem tor
sach .1‘1;“.;){11‘-21':.5{,;:1 as may 2'1}7}}1“0])1‘,‘[:1&‘1}-’ he made i {avor of the
complamant,

Ji - Judgement in the awavd rendered may b coered moany Gourt

having jurisdiction and application may be made in such Court
for a judicial acceptance of the award or an order of enforce-
ment as the case mayv be.

(i) 'The parties desive that, wherever appropriate, decisions and
awards shall specify a time for compliince thercwaih.

(i The provisions of this Agreement relating to arbitration shall
continue in force notwithstanding the termmation of this Agise-
ment.

r -.'\
-
i

o - '

CRINCIPLES of GOOEYWILE, - Dhe wmenae o s thair e
lations with respect to this Agreoment on the nrinciptes of
goodwill and good faith. Taxmg mwo accoinid ey differvent
nationalizies, s Agreciaent shall for the purpose ol arpitration
be given effcet ars! snadl be meerpreted and appiied m confur-
mity with principics of law ceinmen 00 fae AL and
FRANCE and in the absence of such priveiples, then m con-
formity with the priciples of law normaliy recognized by civili-
zed nations in general, including those which have been applicel
v International Tribunals.

ARTICLE XAV
STATUS OF PARTIES

- The vight, dutics, oblizations and lablities i vespeet of EGPL
and CONTRACTOR hereunder shall be severval and not jomnt
or collective, it being understood that this Agreement shall not
be construcd as constituting an association orv corporation or
partnership.
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(b)) CONTRACTOR shall be subject to the laws of the place where
1t is incorporated regarding their legal status or creation, orga-
nization, charter and by-laws, shareholding, and ownership,
CONTRACTOR’s  shares of capital which arc entirely held
abroad shall not be negotiable in the A.R.E. and shall not be
offered for public subscription ne. <hall they be subyie |
statiip tax on capital shares nor any tax or duty in the A R.L.
CONTRACTOR  shall be exempted from the application of

Law No. 26 of 1954 as amended, and from Law no. 9 of 1901

(¢) All parties comprising CONTRACTOR shall be jointly and

severally liable for thc performance of the obligations under
this Concession Agreement.

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or OPYRATOR as the casc may be, and
their contractors shall

(2) Give priority to local contractors as long as their prices and
performance are comparable with international prices and per-
‘ormance, CONTRACTOR and OPERATOR shall, hovever,

~subject to the preceding sentence. be exempted from the pro-
visions of Presidential Decree No. 1868 of 1974. as amended.

()

Give preference to locally manufactured material, cquipment,
machinery and consumables so long as their quality and time
of delivery are comparable to internationally available materials,
cquipment, machinery and consumables. However, such ma-

terial, cquipment, machinery and consumables may be impor-

ted for operations conducted hercunder if the local price of
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such items at CONTRACTOR’s of OPERATOR operating,
base in A.R.E. is more than ter (10) percent higher than the
price of such imported items before customs duties, but after
transportation and insurance costs have been added.

ARTICLE XXVI
ARABIC TEXT

1'he Arabic version of this Agreement shall, before the courts
of A R.E., be referred to in construing or interpreting this Agree-
ment ;5 provided, however, that in any arbitration pursuant to
Article XXIII hereabove bhetween EGPC and CONTRACTOR the
English version shall also be used to construe or irterpret this

Agreement,

ARTICLE XXVTII
GAS

If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall mn good faith study all

passible economic alternative for its use and decide on the best alter-

native for EGPC and CONTRACTOR jointly. While study and
work to be done continue and until such time as agrcement is re-
ached with respect to such Gas, this Agrcement shall continue in

cffect with respect to such Gas, but in no event more than two {(2)
vears after the four years of the total exploration period, within
which two-year period CONTRACTOR may give nctice of Com-

mercial Discovery. In the cvent no comme=rcial production of Gas in

a liquid or solid state (either directly or as a processed product) for
export outside the A.R.E. is established from “The Area” in which
a Commercial Discovery of Gas is made within four (4) vears from

the date of such Commercial Discovery of Gas. “The Area™ shall
be surrendered. However, such four year period may be extended
if actual circumstances justify such an extension in the reasonable

opinion of the parties hereto.  Subject to Article IIT (¢) production
sharing principles of Article VII shall apply to associated and non-
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associated gas if sold for export in a liquid or solid state and not
used in operation flared or reinjected. The costs and expenses in
the field of producing non-associated gas shall be recovered in accor-
dance with the Cost Recovery principles of Article VIL

any Gas not exported outside the A.R.E. in liquid or solid state
(either directly or as a processed product) or not used in operations
(including re-injection) shall remain the property of the AR.E. and
be at the free disposal of EGPC at no cost. Any project for the
use of such non-exported Gas shall be at EGPC'’s sole cost and ex-
pense. In the case of non-exported associetad gas costs bome by
FGPC shall include all costs and expenses downstream from the
soparator. In the case of non-exported, non-associated gas, such
costs borne by EGPC shall include all costs and expenses other than
‘the exploration cost related to the discovery of the gas well or wells.
Under no circumstances will CONTRACTOR be responsible for
or bear any costs and expenses for utilization of Gas within the
A-R.E. and expenses other than the exploration cost related to the
discovery of the gas well or wells. Under no circumstances will
CONTRACTOR be responsile for or bear any costs and cxpenscs
for utilization of Gas within the AR.L.

ARTICLE XXVIII
SHARING PERSONNEL WITH OTHER COMPANIES
RELATIONSHIP TO OTHER CONCESSION AGREEMENT

{a) EGPC and CONTRACTOR bhavc heretofore entered into
certain Petroleum Concession Agreements pursuant to  which
certain operating companies were authorized as the Agencies
for these parties. The officers, directors, other personnel and

offices of the CONTRACTOR under this Agreement shall as
far as is reasonably possible be thesame as those of these operat-
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ing companies in order that the costs and expenses to EGIX
and TOTAL under all Agreements shall be minimized, Over
head and other charges and payroll of personnel engaged i
activity for more than one operating company shall be alloca

ted on the basis of periodic time studies or upon such othe
basis as EGPC and TOTAL may agrce.

{¢) Notiting in this Agrecment shall be construed as constitutin
any relationship to the Petroleum Concession Agreements 1
ferred to in above paragraph (a) and each of these Agreemen:!
shall be treated separately and independently in all respect:
ncluding but not limited to, royalties, taxes and the comput:
tion of the net profits of EGPC and TOTAL respectively.

ARTICLE XXIX
GENERAL

The headings or titles to cach of the Articles of this Agreem:
arc solely for the convenience of the parties hereto and shall n

be used with respect to the interpretation or construction of sa
Articles.

ARTICLE XXX

APPROVAL OF THE AR E. GOVERNMENT

This Agreement shall not be binding upon any of the part
hereto unless and until a law is issued by the competent authori:
of the AR.E. authorizing the Minister of Petroleum to sign s:
Agreement and giving this Agreement full force and effect of |
notwithstanding any countervailing governmental enactment, o

the Agreement is signed by the GOVERNMENT, EGPC, GPC :
CONTRACTOR.
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ARTICLE XXXI

ASSIGNMENT TO GPC

Without prejudice to EGPC’s rights as representative of the
GOVERNMENT, EGPC in its capacity as concession holder nnder
this Agreement, assigns to GPC all EGPC’s economic intercsts vnder
this Agreement. However, such assignments shall not include the .

following :

(a) Signature and production bonuses pursuant to Article IX of
this Agreement ;

(b) The Letter of Guaranty referred to in Article IT and Annex
“C” of this Agreement; and

(¢) The right of approval with respect to Exploration Work Pro-
gram and Budgets referred to in Article IV of this Agreement. *

ARAB REPUBLIC OF EGYPT

By e a U e t A AT AN EN sttt e

EGYPIAN GENERAL PETROLEUM CORPORATION *
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ANNEX “A”

A.R.E,E GPGC, G. PG
&

TOTAL PROCHE ORIENT (S.A.)

CONCESSION AGREEMENT
(N SOUTH RAMADAN AREA, OFFSHORE GULY OF SUEZ

DESCRIPTION OF THE ARLA

~ Anmnex “B” is an illustrative map on the scale of 1 : 100 000
including the Area covered and affected by this Agrcemcnt
This area is bounded by a group of straight lines nierichois
and parallels and it measures 26.2 Km2. It 1s composed of one
Exploration block.

Coordinates of the corner points of the Area are given in the
following table, which forms an integral part of this Annex “A”,
|

Point Lat. N Long. E Due | Remarks

e r— o L Lol B o B . i il o op————

. o

|
I 25° 157 537 ! 33° 257 36" |5o0uth to point 2

ot
b2
e o)
[
Prmiininil
3
g
Jrnndh
Y

33° 23" 36> |West to poiut 3 |
|

117 1 33° 23 2177 |West to point 4 i Same a3 R2 of LL-27
Demimex Conges-
$10n,

d
ho
>
e
P,
Ll
"

3 28° 13° 14" 33° 20’ 34" |MNorth to point 5 [Same as R3 of LL-87

' Deminex Conces-
5101,

28° 13* 217° | 33° 20" 34” (West to point 6 'Same as R4 of L1L-87

Deminex Conees-

sion.

g

6 28° 13 21 | 33° 20’ 217 {North to poiut 7 ;Snme as 23 of LL-87
Demmex Conces-
sion.

J—
. Ry N ——
2 Ay g e - T p—— g -

700 28 157 537 ) 33° 200 2177 |East to point i
which is the point

ol beginning.
i
{

- pEEl - - B W
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ANNEX :{iC§!
LETTER OF GUARANTY

CAIRO ——

ILI“TER OF GUARANTY NO.

EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen :

The Undersigned, National Societe General Bank, Cairo, Egypt,
as Guarantor, hereby guarantees to the Egyptian General Petroleum
Corporation (hereinafter referred to as EGPC) to the limit of Six
million (6,000,000) dollars in US Currency °the performance by
Total Proche Orient (5.A.} (hereinafter referred to as CON-
TRACTOR) of its obligations required for exploration operations
to spend a minimum of six million (6,000,000) US Dollars during
the mitial two (2) years of the exploration period under Article IV
of that certain Concession Agrecment (hereinafter referred to as the
“Agreement”) covering that Arca described m Annex “A” and “B”
of said Agreement, by and between the Arab Republic of Egypt
(heremafter referred to as "A.R.E.”), EGPC, GPC and CONT-
RACTOR, dated 21/9/1981, |

It 15 understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditure of said six million (6.000.000) US Dollars by the
amount of money. expended by CONTRACTOR for such explora-
tion operations during each such quarter- FEach such reduction shall

be established by the joint written statement of EGPC and CONT-
RACTOR.

In the event of a claim; by EGPC of non-performance or sur-
render of the Agreement on the part of CONTRACTOR prior «
fulfillment of said minimum expenditure obligation under Article
1V of this Agreement there shall be no liability on the undersigned
Guarantor for payment to EGPC unless and until such liability ha-
been established by written statement of EGPC setting forth the
amount due under the Agreement.
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It 15 a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only pr-
vided that the Guarantor will have been informed ir
writing by CONTRACTOR and EGPC that the Acvec
ment between CONTRACTOR, A.R.E., EGPC and GPC
has become effective according to its terms, and said
Guaranty shall become effective on the Effective Dete of

said Agrecmeat,

(2) This Letter of Guaranty shall m any event automaticaijy
expire : |
() Two (2) years and six (6) months after the date it

becomes cifective, or
(b) at such time as the total of the amounts shown o

quarterty joint statements of EGPC and CONTRAC.
TOR equals or exceeds the amount of said minimum
expenditure obligations.

Whichever is earlier.

(3) Consequently, any claim in respect thercof should be
made to the Guarantor prior to either of said expiration
date at the latest accompanied by EGPC’s wirtten state
ment, setting forth the amount of under expenditure by

CONTRACTOR to the effect that :
(a) CONTRACTOR has failed to perform its expenditure.

obligation referred in this Guaranty. and
(b) CONTRACTOR has failed to pay the expenditure
deficiency to EGPC.

We declare that on jssuing this Guaranty we did not exceed the
limit of total guaranties which we are entitled to issue as per Mims:

try of Economy’s letter No. dated

Please return to us this Letter of Guaranty in the event it doer

nof become effective, or upon the expiry date.
Yours faithfully,

FOR NATIONAL SOCIETE GENERAI, BAMNK -
Cairo, Egypt
Accountant Managcr
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ANNEX “D”

PARTUIPATING OPTION AND OPERATING
REGULATIONS

1. GPU’s option to participate in financing of exploration devciop-

ment and production operation.

1. G.P.C. shall have subject to the terms set out herein a
pariicipating Interest of :

a. Twenty five (25) percent of Contractor’s Interest under
the Concession Agreement in the event that G.¢.G
commits to finance twenty five (25) percent of exnl-
oration, development and proguction onerations 1

saidl Area, or

b, Fifty (50) percent of Contractor’s Interest under the
Concession Agreement in the event that G.DT. G,
commits to finance fifty (50) percent of exploration,
development and production operations in said Area.

In either of the above cases {aorb) GP.C. shall finance
its share of exploration costs. In the event G.P.C. s not
willing to finance its share of development and production
costs, contractor is prepared to finance GPC’s share of
such costs provided that such costs taking mto account
interest on borrowing and being actualized in reference to
American wholesale Prices for oilfields machinery shail be
reimbursea out of the whole G.P.C.’s share of o1l produc-
tion at the rate of twenty five (25) percent per anmun
starting in the year in which such expenditures are incur-

red.

o
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3. G.PC. ¢hall have two months after the cffective date of the
Concession Agreement to take the option to rinance the
exploration, development and production operations ac-
cording to the percentage aforementioned. If GPG doer
not exercise such option GPC shall be deemed not to par-

ticipate in the financing of such operations.

I1. Operating Commiiice .

As from the Effective Date of the Concession Agreement GPU

and TOTAL shall meet to discuss the regulations of the Operat-
ing Committee provided in article VI of the Concession Agree-

ment, according to the following :

a. As provided in the Concession Agrecment GPC shall ac

as Operator for the development and production operation

b. TOTAL shall offer to GPC upon its request all facilitie:
including personnel to carry on the development and pre-
duction operations in a good co-operation. GPC as Ope-
rator shall carry out each program of development ana
production operations adopted by the Operating Committec
within the limits of the approved budget. However,
necessary to carry out an approved program, Operatos
is authorized to muke expenditures in excess of the budge:
adopted hereof up to but not exceeding ten (10) percen:
of each budget item, limited, however, in the aggregrate tc
five (5) percent of the approved budget provided tha
such excess expenditures shall be reported by Operator
promptly to the Contractor.

z, Operator shall 1mvite the Contractor to submit bids in al
projects including an expenditure for the joint Account
of the Parties in cxcess of 250,000 {two hundred and fifty

thousand U.S. Dollars).
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J.  Decision in the Operating Committce shall be made on
unanimity basis. In event a decision cannot he obtained,
excepting the minimuin works commitments, sole risk pro-
visions shall providc the rights and obligations of the sole
risk party.

‘11, Other provisions .

1. 1raiming :

During the exploration and production period TOTAL
shall omganize the training of some Lgyptian staff n
France during three or four years with a view to enable
them to fill part of higher responsibility in result of such
tramning.

1. Datla :

Faclh Party shall make available to the cthar Party ail data
in such Party’s possession relative to the Area covered by
the Concession Agreement. Each Party shall keep such
information obtained from the other Party strictly con-
fidential.

i, Announcement of mformation :

No public announcement or public release of information
shall be made by any party regarding any of the matters
specifically provided for or arising out of the Concession
Agreement without the prior written approval of the other
Party, which approval shall not L,e unreasonably withheld.
It 1s understood that the restriction contained in this
scction shall not apply to the provision of data or informa-

tion to the Affiliates of the Parties or to concerned govern-
ment authorities.

Y S |
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ANNEX HEH

ACCOUNTING PROCEDURE
ARTICLL
GENERAL PROVISIONS

1. Definitions :

The definitions contained in Article 1 of the Concession Agree-
ment shall apply to this Accounting Procedure and have the
same meaning. Certain accounting terms herein used arc de-

fined as follows :

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

(20 “Non-Operator” mcans the partics to the Agrecment
other than CONTRACTOR when it is performing work.

2. Statement of Activity :

A. CONTRACTOR or Operating Company, as the case
may be, shall, pursuant to Article IV of the Agreement
render to Non-Operator within thirty (30) days of the end
of each quarter a Statement of Exploration, Activity re-
flecting all charges and credits related to the Exploration
operations for that quarter summarized by appropriate
classifications indicative of the nature thereof.

B. Operating Company shall render to EGPC and CON-
TRACTOR within thirty (30) davs of the end of each
month a Statement of Development Activity reflecting all
charges and credits related te the Development operations
for that month summarized by appropriate classifications
indicative of the nature thereof cxcept that items of con-

trollable material and wnusual charges and credits shall be
detailed.
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3. Adjustments and Audits ;

4. Each Statement of Exploration Activity shall conclusively
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 ex-
ception thereto pursuant to Article IV (f) of the Agree-
ment. During said three (3) months period supporting
documents will be available for inspection by EGPC dur-
ing all working hours. CONTRACTOR will have the

same audit rights on OPERATOR'’s statements as EGPC
under this subparagraph.

B. All statements of Activity for Development for any Ca-
lendar Year shall conclusively be presumed to be true and
correct twelve (12) months following the end of any such
year unless within the said twelve (12) months perioxd
EGPC or CONTRACTOR takes written exception
thereto. Pending expiration of said twelve (12) months
EGPC or CONTRACTOR or both of them shall have
the right to audit accounts, records and supporting docii-

ments for such year in the same manner as provided in
Article IV (f) of the Agreement.

*.  Gurrency Exchange :

CONTRACTOR’s books for Exploration and OPERATOR’s
books for Developient and Exploration, if any, shall be kept
in the AR.E. in US. Dollars. All U.S. Dollars 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 recor-
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ded, and all other non-U.S. Dollars expenditures shall be trans-

lated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited

London, at 10 : 30 am. 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 in translating Egyptian Pounds or
other non U. S. Dollar expenditures to Dollars.

5. Precedence of Documents :

In the event of any inconsistency or conflict between the pro-
visions of this Accounting Procedure and the provisions of the
Agreement treating the same sub]ect dlfferently, then the pro-

visions of the Agreement shall prevail.

6. Revision of Accounting Procedure :

By mutual agreement between EGPC and CONTRACTOR,

thJs Accounting Procedure may be revised from time to time
in the light of future arrangements.

7. No Gharge for Interest on Investment :

Interest on Investment shall not, at any time, be charged as
recoverable cost under the Agreement.

ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, GONTRACTOR
shall alone bear and directly or through OPERATOR pay the fol-
lowing costs and expenses, which costs and expenses shall be clas-
sified and treated in accordance with Article VIT ot the Agreement.

1. Surface Rights :

All direct costs attributable to the acquisitton, renewal or re-
linquishment of surface rights acquired and maintained in foree

of the Area.
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9, Labour and Related Costs :

A. Salaries and Wages of CONTRACTOR’s and OPERA-

TOR employees, as the case may be, directly cngaged m
the various activities under the Agreement including sala-
‘ries and wages paid to geologists :nd other employees
who are temporarnly assigned to and employed in such

activities. |

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR s
policies and amendments of Laws applicable to salarics.
For the purpose of this paragraph 2, and paragraph 3,
salartes and wages shall mean the assessable amounts For
A.R.E. Income Taxes, including the salaries ‘during the
- vacations and sick leaves, but excluding all the amounts of

the other items covered by the percentage fixed under 3
below,

B, For expatriate employees permanently assigned to Egypt :
1. All allowances applicable to salaries and wages;

2,  Cost of established plans; and

3. All travel and relocation costs of such expatriates em-
ployees and their families to and from the employee’s
country or point of origin at the time of employment,
at the time of separation as a result of transfer from
one location to another and for vacation (transporta-
tion costs for employees and their families transferring
from A.R.E. to another location other than their

country of origin shall not bc charged to A. R. E.
Operations).

Costs under this sub-paragraph 2.B) shall be equal to 70

percent (except for employees assigned to fields and whose
families have not been transferred to A.R.E.) in which

case the percentage will be sixty (60) percent of salaries



\‘J\\ ‘L-—-' J...a.-.»-» Jj;\ (.3 ((E)) Jp‘ﬂo J‘\"J"'"q:.""'""_)“a‘\;‘,,;"H \ ‘Hi

Ja.aJU“\ Jumj J}u md\ uj.m VL.JIJJPJ»L.HM
% + ‘L.JL..H s\ oA un > _55 \ A Mj.”
oslal S5V el a2l b, o Jl & s
4_“,...._“ ¢ %LJ‘ da_}ﬂ.l 4..........“ Lg.\_'uu_g JQ:’.”_j dx..__...aJLl ‘_.J l:--Y\_g
gl:lecv)huAbL—dw\ thl\dﬂlﬁ&lé*dlau..‘.\mj.l\
| -LJU‘ u.JLCJh L...JY-L“*! \:l LL JL:: Lo.-"

. C_,‘:g“ _ji ( i{'#C ) U’$ )‘p:aytl -\.a.n.‘ Jﬁ.ll FL@Y‘ — \

bl_.a:.:)c)l:»_!l 3l ( ‘e T'C)L’B GLJJ.U u‘_g&‘)ﬂ J.a.\ ._,__\'
- | | (L\Jlj

L o gl e Jas ¥
ﬁ)‘-\‘&j@\:ﬁ}ﬂ u\aja‘,“ L_,j...ﬁjj o_j.'i\.n.m Glﬂﬂ“ LAJLC.J‘ _— 2
o #%Ax“,!_}.._:a‘[em.a_a
Joo ds Al il pall EL LotV Olatdl Ol e — 1
um;ﬂ umUl .
VLl ds bl
el g Siol gl WS @_AU\ .
Gt LY uldl
o #Wley byl 8L AT b las v
35 51! sl A

LA oY



VYO NAAY A i DT 8 a5 Yo auall e S ol

-

and wages paid for such expatriates personnel mcluding.
those paid during vacations and sick leaves as establishe: .«
CONTRACTOR’s i!flf:&i"national policies, paragraphs 9
and sub-paragraph 11.A and C) of this Article IL.

However, salaries and wages during vacations, sick lesves
and disability are covered by the foregoing percent::
The percentage outlined above reflect 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.L.

or abroad.

Household implements transportation in AR.E. or
abroad (round trip). | |

Una tantum for clothing equipment.

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

Accruals of seniority indemnity.

Charges for social and insurance according to French

Laws :

~— Retirement plan.

— National Health Insurance.

—  Unemployment Insurance.

— Accident and disability Insurance.

—  Extraordinary Insurance.

Contractual travel expenses of employees and  their

families.
Excess luggage.

Recreational Allowances.
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10. Medical assistance to employees and their families n
or outside A.R.E.

11. Housing and utilities allowances.

12.  Education allowance (children of expatriate emplo-
yees) and educational assistance.

13. Settlement allowance in or outside A._R.E.

14. Contribution for resettlement expenses at repatria-
tion.

15. Vacation, sick leaves and disability.

16. Any other costs, allowances and benefits of a like
nature as established in CONTRACGCTOR’s interna-
tional policies.

The percentages outlined above shall be reviewed at intervals
of three (3) years from the Effective Date and at such time CON-
TRACTOR and EGPC will agree on new percentages to he used

under this paragraph.

Revisions of the percentages will take into consideration varia-
nces in costs and changes in CONTRACTOR’s international poli-

cies which change or e},.clude any of the above allowances and
benefits.

The revised percentages will reflect as nearly as possible CON-

TRACTOR’s actual costs of all its established allowances and
benefits and of personnel transfers.

(C) For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel reloca-

tion costs for such expatriate as paid in accordance with
CONTRACTOR’s international policies.
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(D) Closts of expenditurc or contributions made pursuant to law
or assessments imposed by government authority which
‘are applicable to labour cost of salaries and wages a: ;;:0-
vided under Sub-Paragraphs 2.A and 2.B, Paragfaph 9
and Sub-Paragraphs 11.A and 11.C of this Article 1I.

3. Benefits, Allowances and Related Costs of National Employees:
Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for Oil Companies operating in
A.R.E.,, all as chargeable under Sub-Paragraph 2.A Paragraph
9 and Sub-Paragraphs 11.A and 11.C of this Article 1I.
Severance pay will be charged at a fixed rate applied to payrolls
which will equal an amount equivalent to the maximum lia-
bility for severance payment as required under the A.RF.
Labour Law. '

4. Matenal:

Material, equipment and supplies purchased or furnished as

such by CONTRACTOR or OPERATOR.

(A)  Purchases:

Material, equipment and supplies purchascd shall be at
price pald by CONTRACTOR or OPERATOR after
deduction of all discounts actually received.

(B) Material Furnished bv CONTRACTOR or OPERATOR
Material required for operations shall be purchased dire-
ctly whenever practicable. excent that CONTRACTOR
or OPERATOR may furnish such material from CONT-
RACTOR’s affiliates’ stocks outside the A.R.E. under the

following conditions or Operator’s status.
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(1) New Matcrial (Condition “A”)

New material transferred from CONTRACTOR's
affiliates’ or Operator’s affiliate werehouse or oth.cr

properties shall be priced at cost, provided that the
cost of material supplied is not higher than interna-

tional prices for material of similar quality supplied
on similar terms prevailing 2t the time such material

was supplied.

(2) Used Material (Condition “B” and “C”

(a) Material which is in sound and serviceable con-
dition and is suitable for re-use without recon-

ditioning shall be classed as Condition “B” and
priced at seventy-five (75) percent of the price of
new material.

(b) Material which cannot be classified as Condition

- “B” but which is serviceable for original function

but substantially not suitable for reconditioning

shall be classed as Condition “C” and priced at
fifty {50) percent of the price of new material.

(c) Material which cannot be classified as Condition
“B” or Condition “C” shall be priced at a value
commensurate with 1ts use.

(d) Tanks, building and other equipment involving
errcction costs shall be charged at applicable per-
centage of knocked-down new price.

{c) Warranty of Materials Furnished by CONTRACTOR or
OPERATOR. CONTRACTOR or OPERATOR do not

warrant the material fumished beyond or back of the de-

aler’s or manufacturer’s guaranty; and in casc of defective
material, credit shall not be recorded until adjustment has

been reccived bv CONTRAQTOR from manufactueres or
their agents.
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Transportation and Employee Relocation Costs :

(A) Transportation of equipment, materials and supplies ne-
cessary for the conduct of CONTRACTOR’s or OPEF. -

TOR activities.

(B) Business Travel and Transportation cxpenses 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
or OPERATOR business.

(C) Employee transportation and relocation costs for National
employees to the extent covered by established policy of

OPERATOR.
Services :

(A) Contract Services, cost of consultants. other services and

utilities procured from third parties.

(B) Cost of service performed by EGPC or by CONTRAC:-
TOR or OPERATOR or their Affiliated Companies in
facilities inside or outside the A.R.E. Regular, recurring,
routine services, such. as interpreting magnetic tapes and
Jor other analyses, shall be performed and charged by
EGPGC and/or CONTRACTOR and/or OPERATOR Af-
filiated Companies at an agreed price. Major projects
involving engineering and design services shall be perfor-
med by EGPC and/or CONTRACTOR or their Affilia-
ted Commanies at a neootiated contract amount. Use of
EGPC’s CONTRACTOR’s and/or OPERATOR or their
Affiliated companies wholly owned cquipment shall be
charged at a rental rate commensurate with the cost of
ownership and operation, but not in cxcess of competitive

- rates currently prevailing in the AR.E. TFor exploration
Contractor’s and its affiliated commanies. rates shall not
“mnclude administrative overhead costs.
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Damages and Losses

All costs or expenses necessary to replace or repair damages or

losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or OPERAT DR
through the exercise of reasonable diligence. CONTRA- " IR
or OPERATOR shall furnish EGPC written notice of dam. ~es
or losses incurred in excess of ten thousend (10 000) U.S. Dollars

per occurence, as soon as practicable after report of the same

has been received by CONTRACTOR or OPERATOR,

Insurance and Claims:

'The cost of any public liability, property damage and other

1nsurance against liabilities of CONTRACTOR, OPERATOR

and/or the parties or any of them to their employees ancl/or

outsiders as may be requircd by the Laws, rules and regulations
of the GOVERNMENT or as the parties may agree upc

The proceeds of any such insurance or claim collected shall be
credited against operations. If no insurance is carried for a

particular risk, all related actual expenditures incurred and paid
by CONTRACTOR or OPERATOR in settlement of auy and

all losses, claims, damages, judgements, and any other expenses,
including legal services.

Indirect Expenses :

(tamp ovecrhead and facilities such as shore base, warehouse,
water systems, road systems, salaries and expense of field

supervisory personnel, field clerks, assistants, and other g’eﬁer&l

employees indirectly serving the Area.
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10. Legal Expenses :

All costs and expenses of litigation. or legal services othenwvise
neéﬁss&ry or cxpedient tor the protection of the Area, mciud-
ing attomey’s fecs and expenses as heremnafter provided, toge-
of them on account of the operations under the Agrecement, and
actual cxpenses incurred by any party or partics hereto in
securing evidence for the purpose of defending agamst any
action or claim prosecuted or urged against thc operation. or
the subject matter of the Agreen{ent, in the event action or
claims affecting the interests hereunder shall be handled by the
legal staff of one or more of the parties hereto, a charge com-
mensurate with, cost of praviding and furnishing such services

may be made to operations.
1. Admmistrative Overhead and General Expense:

A. While CONTRACTOR 1is conducting Exploration activit-
ies, cost of staffing and mamtaining CONTRACTOR's

hecad office in the AR.E. and/or other offices established
m the AR.E., other than field offices which will bLe
charged as provided in Article II, Paragraph 9 above, and
excepting salaries of employees of CONTRACTOR who

are temporanly assigned to and directly serving on the Aixea,
which will be charged as provided in Article I, 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 (3
percent of total Exploration expenditures while GONT-
TRACTOR is conducting Exploration activities and at the

rate of two (2) percent of total Exploration cxpenditurcs
while Operating Committec conducting Exploration actr:
vities. No other direct charges as such for CONTRAG-
.TOR!S administrative overhead outside the AR.E. will be
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applied against the Exploration obligation. Examples of
- the types of costs CONTRACTOR is incurring and char-

” .

ging hereunder due to activities under the Agreement and
covered by said percentages are :

(1) Executive — Time of executive officers.
(2) Treasury — Financial and exchange problems
(3) Purchasing — Procuring materials; cquipment

and supplies.

(4) Exploration & Production — Directing, advising and
controlling the entire project.

(5) Other departments such as legal, comptrollers and
engineering which contribute time, knowledge and
experience to the operation.

The foregoing does not preclude charging for direct service
under sub-paragraph 6.B of this Article II.

C. While OPERATOR is conducting activities, OPERATOK
personnel cngaged in general clerical and office work,
supervisors and officers whosc time is generally spent I
the main office and not in the field, and all employees
generally considered as general and administrative and not
charged to other types of expense, will be charged to ope-
rations. Such expenses shall be allocated each month
between Exploration and Development operations accor-

ding to sound practicable accounting methods.

12. Taxes :

All taxes, duties or levies paid in the A.R.I. by CONTRAC-
TOR or OPERATOR with respect (o this Agreement other
than those covered by Paragraph ([) (1) of Article TIT of the
Agreemrent.
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13. Continuing CONTRACTOR Costs :

14.

Cost of CONTRACTOR activities required under the Agree-
ment and incutred exclusively in the A.R.E. .after Operating
Committee formed. No sales cxpense incurred outside or
inside the A.R.E. may be recovered as a cost,

Other Lxpenditures :

Any costs, expenses or expenditures, other than those w: ch

are covered and dealt with by the foregoing provisions of this
Article 11, incurred and paid by CONTRACTOR or Operat-

g Committee under approved work Programs and Budg:ts.

ARTICLE I1I
INVENTORIES

Periodic Inventories, Notice and Representation :

At reasonable intervals as agreed upon by EGPC and CON-
TRACTOR inventories shall be taken by OPERATOR of the
operations material, which shall include all such material,
physical assets and construction projects. Written notice of
intention to take inventory shall be given by OPERATOR to
EGPC and CONTRACTOR at least thirty (30) days befoic
any inventory is to begin so that EGPC and CONTRACTOR
may be represented when any inventory is taken. Failure of
EGPC and/or CONTRACTOR to be represented at an in-
ventory shall bind them to accept the inventory taken by OPF-
RATOR who shall, in that event, furnish the party not repre-
sented with a copv thereof. '

Reconciliation and Adjustment of Inventories :

Reconciliation of inventory shall be made bv CONTRACTOR
and EGPC, and a list of overages and shortages shall be jointlv
determined by OPERATOR and CONTRACTOR and
EGIPFC,,' and the inventory adjusted by OPERATOR.
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ARTICLE 1V

COST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery Crude
Ol :

CONTRACTOR shall, pursuant to Article VII of the Agree-
ment, render to EGPC as promptly as practicable but not later
than thirty (30) days after receipt from OPERATOR of the
Statements for Development and Exploration Activity for the
last month of a quarter a statement for that quarter showmg :

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

i) Recoverable costs incurred during the quarter.

iif) Total recoverable costs for the quarter, (1) and (11).

iv) Value of Cost Recovery Crude Oil taken and separately
disposed of by CONTRACTOR for the quarter.

) Amount of costs recovered for the quarter.

vi) Amount of recoverable costs carried into the succeeding

quarter, if any.

vi) Excess, if any, of the value of Cost Recovery Crude Oil
taken and separately disposed of by GONTRACTOR over

costs recovered for the quarter.
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.92, Payments :

If such statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CGONT RACT.R to
EGPC w1th the rendition of suc.h statement,

3. Audz't Right

EGPC shall have a period of twelve (12) months from recelpt

- of any statement under this Article IV in which to audit and

. . raise objection ‘to any such statément. - EGPC and CON-

,_.TRACTQR shall agree on any required adjustment. Support-

~ ing documents and accounts will be available to EGPC during
said twelve (12) month period.

ARTICLE V

CONTRQL AND MAJOR ACCOUNTS

1. Exploration Qbligation Conirol Accounts :

CONTRACTOR will establish an Exploration Obligation
Control Account and an off-settin g contra account to controtl
therein the total amount of Exploration expenditures reported
on Statements of Activity prepared per Article 1.2.A hereoi.
less any reductions agreed to by EGPC and CONTRACTOR
following written exceptions taken by a Non-Operator pur-
suant to Article 1. 3. A hereof, in other to determine when mi-
nimum Exploration Obligation have been met.
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Cost Recovery Control Account ;

CONTRACTOR will establish a cost Recovery Control Ac-
count and an offsetting contra account to control “therein the
amount cost remaining to be recovered, if any, the amount of
cost recovered, and the value of Excess Cost Recovery Crude

Oil, if any.
Major Accounts :

For the purpose of classifying costs, expenses and expenditures
for cost recovery as well as for the purpose of establishing when
the Exploration obligation has been met, costs, expenses and
expenditures shall be recorded in major accounts including the

followmng :

Exploration Expenditures
Development Fxpenditures other than Operating Expenses

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 treat-
ment of Cost Recovery Crude Oil.
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