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CONCESSION AGREEMENT rOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
CONOCO CORAL, INC.
IN

(MID GULF MARINE ARFA]
GULF OF SUEZ BASIN

This agreement made and entercd on this twenty cighth dav
of Fcbruary, 1982, by and between the ARAB REPUBLIC
OF LEGYPT (heremafter referred 1o variously s “ARE.” or as
the “GOVERNMENT"), the EGYPTIAN CENFRAL PETROT.-
UM CORPORATION, a legai entity ~reated by Law Nn. 167 of

1958 as amended (hereinafter referred to as “EGPC™) and COr
NOCO CORAL, INC. a company organized and existing under

the laws of the State of Delaware (hereinafter referred to variously

as “CONOCO" or as “CONTRACTOR ).

WITNESSTH

WHEREAS, all minerals including petroleum, existing i mines
and quarries m AR E., mcluding the territorial waters, and in the

- sea bed subject to ity jurisdiction and extending bevond the reerts

torial watcers, are the property of the State, and
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WHEREAS, EGPC has applied for an exclusive concession for |

the exploration and exploitation of petroleum in and throughout
the area referred to in Article 1I, and described in Annex “A” and

shown approximately on “B” which arc attached hereto and macdle
part hereof, and

WHEREAS, CONOCO agrees to undertake its obligations
provided hereinafter as Contractor with respect.to the exploration,
development and pmductinn of petroleitm in said Area: and

WHEREAS, the GOVE R\i\[E"{'T desires hercby to grant such
GONCESSION and

WHEREAS, the Minister of Petroleum pursuant to the pro-

visions of Law No. 86 of 1956, may. enter into concession agreement

with EGPG and with CONOCO as a contlactor in the Areca
hereinafter referred to.

NOW, theretorethe partics hercto agree as follows :

ARTICLE ]
DEFINITIONS

{a) “Exploration” shall include such geological, geophysical, acrial
and other survevs as may he contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discoverv of Petroleum or
the appraisal of Petroleumn discoveries ancd other related holes
and wells, and the .purf'lm.i:r or eocuisition of such supplies;
materials, services and equipment thevefore. 't az masv he cou-
tained in the approved Waork Programs and B loeis, The verb

“explore” means the act of conducting exploration.
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(b)

(d)

-

“Development” shall include, but not be limited to, all the
operations and activities pursuant to approved Work Programs
and Budgets under this Agreement with respect 1o :

(i) the drilling, plugging, cleepening ; side tracking ; redriliing;
completing, equipping of development wells, the changing
of the status of a well from oil well to water well and vice

versa and

(i) design, engineering, construction, installation; servicing and
maintenance of equipment, lines, systems, facilities, plants
and related operations to produce and operate said develop-
ment wells, taking, saving, treating, handling, storing;
flaring; transporting and delivering petroleum repressurig
recycling and other sccondary recovery projects, and

(i) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and

(id).

“Petroleum” means liquid crude oil of various densities, asphalt,
gas, casinghead gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and’
saved from the area under this Agreement, and all substances

that may be extracted therefrom.

“I iquid Crude Qil” or “Crude Oil” or *“Oil” means any hvd-
rocarbon produced from the Area shich 15 1n a liquid state at
the wellhead or lease separators or which is extracted from the

gas or casinghead gas in a plant.

Such term includes distillate and condensate.
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(e) “Gas’ is natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area
and all nonhydrocarbon substances thercin, Said term shall

include residual gas.

{f) A “barrel” shall consist of forty-two (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees (60’

fahrenheit.

(g) “Commercial Well” means the first well mm any geological
feature which after testing for a period of not more than thxrty
(30) consecutive davs where practical, but in any event in
accordance  with sound and accepted industry  production
practices, and verified by LGPCU 15 found to be capable of
producing at thc average rate of not less than two thousand
(2000) barrels of oil per dav (BOPD).

The date of discovery of a “Commercial Well” is the date on

which such well 1s completed and tested according to the above.

(h} "ARE.” means ARAB REPUBLIC OF EGYPT.

!

(i) “Effective Date” means the date on which the text of this
agreement is signedh bv the GOVERNMENT, EGPC and CON-
TRACTOR, after the relevant law Is issued.

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

(k) TFinancial Year” mecans the GOVERNMENT s financial Vear

accordmg to the Laws and regulations of the AR.E.

(1)  “Tax Year” means the period of twelve (12: months according

to the Laws and regulations of the A.R.E.
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‘m)  An TAlithated Company” micaus a company
(1) The share capital) conferring a majonty ol votes at stock-
holders’ meetings of such company, of which 15 owned

directly or indirectly by a party hereto;

(1)  Which i the owner directiy or indirectly of share capital
conferning a majority of votes at stockholder’s meeting of

a party hereto; or

(i11)  Whose share capital conferring a majority of votes at stock-
nolders’ meetings of such company and the share capital
conferring a majority of votes of stokholder’s meetings of
a party hereto arc owned directly or ind:rectly by the some

company.

(n) Exploration Block shall mean an area, the comer points of
which have to be coincident with 1* X 1’ latitude and longitude

divisions, according to the International Grid System where pos-
sible or with the existing boundaries of the Area covered by this
Concession Agreement as set out in Annex “A’”

(0) Development Block shall mean an area, the corner powts of
which have to be comecident with 17 x 1’ latitude and longitude
divisions; according to the International Grid Svstem where pos-
sible or with the existing boundaries of the Arca covered by this

(Cloncession Agreement as set out m Annex RERE
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(p) ~“Developmant Lease (s) shall mzan the rights, duties and oblr-
gations pertaining to the development and production of petro-
leum as set out in this Concession Agreement to the development
block or blocks covering the geological structure capable of pro-
duction, the comer points of which have to be coincident with
{'3¢1" latitude and longitude divisions according to the Interha-

" tional Grid System where possible or with the existing boundaries
of the Area covered by this Concession Agreement as sct out In
Armex “A”.

ARTICLE II

ANNEXES TO THE AGREEMENT

Amnex “A” is a description of the Area covered and affected

by this Agreement, hereinafter referred to as “The Area’.

Annex “B’ is a provisional illustrative map on the scale of
{ - 700,000 indicating the Area covered and affccted by this Agree-

ment .?;m(_.‘E~ described in Annex AN

Annex “C” is the form of a Letter of Guaranty to be issued by an
Egvptian bank, the ownership of which is 100% Egyptian, in Gairo,
Egypt, and to he submitted by CONTRACTOR one week before
the time ‘of signature by the Minister of Petroleum of this Agreement,
for the sum of eighty miilion (80,000,000) U.S. dollars glarantccihg
the execution of CONTRACTOR's muimum exploration obligations
hereunder for the first four (4) year e}{ploratioﬁ period:- Such guara-
nty shall remamn effective for six (6) moaths after the end of the said

four (4) year period except as 1t may be released prior to that time
in accordance with the terms thereof.
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Aannex “D” is the form of a Charter of the operating company
to be formed as provided for in Article VI hereot.

Annex “E” is the Accounting Procedurc.

Annexes “A”, “B”, “C”, “D” and “E” to this Agreement are
herchy made part hereof and they shall be considered as having
equal force and cffect with the provisions of this Agreement.

ARTICE II1
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRAC-
()R subject to the terms, covenants and conditions set out 1n this
Agreement, which insofar as they are contrary to or inconsistent
with anv  provisions of Law No. 66 of 1953, as amended, shall
have the force of Law, an exclusive concession in and to the Area
Acsertbed in Annexes “A” and “B7.

(v) The GOVERNMENT shall own and be entitled, as hereinafter

provided to a royalty in cash or in kind of ten (10) percent of
he total quantity of petroleum produced and saved from the
Area during the development period including renewal. Said
royalty shall be bormme and paid by EGPC and shall not be
tiwe obligation of the CONTRACTOR. The payment of ro-

valties by EGPG shall not be deemed to result m mcome attri-
Hrtable to the CONTRACTOR.

( 0} An initial exploration period of four (4) years shall start from
the Effective Date. Successive extensions to the initial explora-
aion period of two (2) years and two (2) years shall be granted to
CONTRACTOR at its option upon thirty days prior written
aotice to EGPC and subject only to its having fulfilled 1ts
noligations hereunder for the preceding period. The Agree-
ment shall be terminated 1f no Commercial Dis;:mfer}f is estab-
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hshed by the end of the eighth (8) year of the exploration
period. However, such period may be extended at CONT-
RACTOR’s Option for up to six months to enable the com-
pletion of drilling and testing of any well actually drilling or
testing at the end of the eighth (8) year exploration period, but
shall not exceed this period by more than six months. The
elecion by EGPC to undertake a sole risk venture under
paragraph (c¢) immediately hereafter shall not extend the ex-
ploration period nor affect the termination of the Agreement

as to CONTRACTOR.

)  “Commercial Discovery” : After discovery of a Commercial
Well, CONTRACTOR shall unless otherwise agreed upon by
EGPC and CONTRACTOR undertake, as part of its Explo-
ration program the appraisal of the discovery by drilling ene
or more additional wells, to determine whether such discovery
is worthy of being devcloped commercially, taking into con-
sideration the recoverable reserves, production, pipeline and
terminal facilities required, estimated crude oil prices, and all
other relevant technical and economic factors.

A Commercial Discovery may consist of one producing
reservoir or a group of producing reservoirs which after ap-
praisal 1s worthy of being developed commercially, CONT-
RACTOR shall give notice of a Commercial Discovery to

EGPC immediately after the discovery is considered by CON-
TRACTOR to be worthy of commercial development but m
any cvent not later than the completion of the second “explo-
ration” appraisal well, or twelve (12) months following the
date of the discovery of the Commercial Well whichever is
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carlier; except that the CONTRACTOR shall also have the

right to give such notice of Commercial Discovery with respect
tc any rescrvoir or reservoirs even 1if the well or wells
thercon are not “Commercial” within the definition of “Com-
mercial Well” if. in its opinion, a reservoir or a group of
reservoirs considered collectively, could be worthy of develop-

ment.

Following receipt of such notice EGPC and CONTRAC-
TOR shall meet and review all appropriate data with a view
to mutually agreeing upon the existence of a Commercial Dis-
covery. The date of Commercial Discovcty shall be the date:
EGPC and CONTRACTOR mutually agree that a Com-
mercial Discovery exists. However, the approval of EGPC.
should 1n no event be delayed by more than thirty (30) days.
CONTRACTOR shall have the right to declare a Commercial
Discovery and develop the same under a Development Lease

subject to Article T11 (d).

If Crude Oil is discovered but is not deemed by CON-
TRACTOR to be a Commercial Discovery under the above
provisions of this paragraph (¢), EGPC shall one (I) month
atter the expiration of the period specified above within whick
CONTRACTOR can give notice of Commercial Discovery, or
thirteen (13) months after the completion of a well not con-
sidered a “Commercial Well” have the right, following sixty
(60) days notice in writing t0 CONTRACTOR, at its sole cost,

risk and expense, to develop, produce and dispose of all Crude
Oil from the geological feature on which the well has been

drilled. Said notice shall state the specific area covering said
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geological feature to be developed, the wells to be drilled, the
production facilities to be installed and EGPC’s estimated cost
thereof, Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such areca

as provided for in the case of Commercial Discovery hereunder.

In such event all terms of this Agreement shall continue to

apply to the specified area.

If GONTRACTOR elects not to develop such area, the
specific area covering said geological feature shall be set aside
for sole risk operations by EGPC, EGPC shall be entitled to
perform, or in the event Operating Company - referred to in

Article VI has come into existence; to have Operating Company
perform, such operations for it at EGPC’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 1t has incurred in carrying out the sole risk operations,

CONTRACTOR shall have the option, only in the event there
has been a separate Gommercial Discovery, to share in further

development and production of that specific area upon paying

EGPC one hundred (100) percent of such costs incurred by
EGPG.  Such one hundred (100) percent payment shall be

recovered by GONTRACTOR from Cost Recovery Crude Oil

in the normal manner for the recovery of expenses under Article
VII {a}. Immediately following such payment the specific

arca shall either (i) revert to the status of an ordinary Develop-

ment lease under this Agreement and thereafter shall be ope-
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rated m accordance with the terms hereof; or (11} altematively,
in the event that at such time EGPC or 1ts affiliated company

is conducting all development operations in the area at its sole

expense and EGPC elects to continue operating, the area shalf
remain set aside and CONTRACTOR shall only be entitled to
its production sharing percentage of the Crude Oil 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 Agreement under the
provisions of paragraph (b) above this Agreement shall, how-

ever, continue to apply to EGPC’s operation of any sole risk
venture hereunder, although such Agreement shall have been

termmated with respect to CONTRACTOR pursuant to the

provisions of said paragraph (b) above.

t(d) The development period shall be twenty (20) years from the
date of issuance of the first Development Lease. This period
may be renewed for an additional period of five (5) years at
the option of CONTRACTOR upon six (6) months prior
written notice to EGPC. Following Commercial Discovery the
extent of the whole area capable of production to be covered -
by development lease or leases shall be mutually agreed upot
by EGPC and CONTRACTOR and be subject to the approval
of the Minister of Petroleum. Such area shall then be con-
verted automatically into a development -lease ordeases without.
the 1ssuance of any additional legal instrument or permission.

- Development operations thereafter shall be started promptly’
by Operating Company and be conducted in accordance with:
good oul field practices and accepted petroleum engineering:
prnciples, until the field is considered to be fully developed.
In the event no commercial production of Petroleum in regular
shipments is established from any Development Block within
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four (4) years from the date of the approval of the Minister of
Petroleum referred to heremnabove such a Development Block
shall immediately be surrendered unless otherwise agreed upon
by EGPC. This four year time limit shall not apply to a
- Commercial Discovery of non-associated gas which shall be

subject to the provisions of Article XXVIIL.

.
F

(€) CONTRACTOR shall bear and pay all the costs and expenses
" required in carrying out all the operations under this Agreemmt
but such costs and expenses shall not include any interest on
mvestment, and CONTRACTOR shall look only to the Pet-
roleum to which it 1s entitled under this Agreement to recover
such costs and expenses. Such costs and expenses shall be re-
coverable as provided in Article VII. During the term of this -
Agreement and its renewal the total production achieved in
the conduct of such operations shall be divided between EGPG
and CONTRACTOR in accordance W1th the provision of
Article VII. |

J)  (a) CONTRACTOR shall be subject to the laws in force in
the AR.E. and the political subdivisions thereof, which

Impose taxes on or are measured by income or profits, in-

" cluding those laws imposing the commercial and industrial
pI‘OfltS tax, mun1c1pal tax, defense tax and national security .

tax on income and dividends paid with respect to share-

holders (hereinafterreferred to as “A.R.E. Income Taxes’ s

and except as otherwise provided in the Agreement, shall

comply with the requirements of such laws with respect
to the filing of returns, the assessment of tax, and the

keeping for review by authomed persons of booLs and
reéords. |
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Any A.R.E. Incomec Taxes as described above which
may be levied against CONTRACTOR’s shareholders as
a result of GONTRACTOR’s activities under this Agree-
ment shall be deemed to be a tax levied agamnst GON-

TRACTOR.

Tt is expressly agreed and acknowledged that EGPC’s
share of the volume of crude oil as determmed undey
Article VII includes a volume of crude oil to meet the
CONTRACTOR’s ARFE. Income Taxes as described
above in this paragraph (f) (1). EGPC agrees that pro-
ceeds from such crude oil volumes will be used to meet

CONTRACTORs Income Tax hability in AR.E. as and
when due.

() For purposes of applying paragraph (f) (1) of this Article,
the total taxable income of CONTRACTOR in respect of

aay Tax Year shall be an amount calculated as follows

(17 The total of the sums received by CONTRACTOR
from the sale or other disposition of all Crude Od
acquired by CONTRACTOR pursuant to Article VII,
paragraphs (a) and (b},

LESS

(a) The costs and expenses of CONTRACTOR
which are allowed to be recovered in the Tax Year

under paragraph (a) of Article VII; and

(6) The value, as determined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
O1l taken and separately disposed of by CON-
TRACTOR pursuant to Article VII, paragraph -

(2) (@) ;
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PLUS
() An amount equal to CONTRACTOR’s A.R.E. Income

" axes.

(3) EGPC shall assume, pay and discharge, on behall of
CONTRACTOR, CONTRACTOR’s A.R.E. Income
Taxes out of the sums received by EGPC from the sale or
other disposition of its share of the Crude Ozl

(4) EGPC shall furnish to CONTRACTOR the proper offi-
cial receipt evidencing the payment of CONTRACTORs
A.R.E. Income Taxes, within sixty (60) days following *hs
receipt by EGPC of CONTRACTOR tax declaration for
the preceding Tax Year. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount and
other particulars cusiomary for such receipts.

(g) In calculating its A.R.E. Tncome Taxes, EGPC shall be entitled
to deduct royalties paid bv EGPC to the GOVERNMENT and
the AR.E. Income Tavecs of CONTRACTOR paid b EGPC
on CONTRACTOR’s behalf. -

ARTICLE TV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD '

(@) CONTRACTOR shall commence exploration operations here-
under not later than six (6) months after 'the Effective Date.
Not later than the end of the eighteenth (18th) month after
the Effective Date, CONTRACTOR shall start exploration
drilling in the Area, with a commitment of drilling seven (7)

wells during the initial exploration period. EGPC shall make
available for CONTRACTOR’s use all seismic, wells and

other exploration data in EGP(Vs possession with respect to the
Area.
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(b} The initial exploration period shall be four (4) years. GOIN-
TRACTOR may extend this exploration period for two (Z)
additional periods of two (2). years and two (2) years respectively
in accordance with Article II1 b, each upon a thirty (30) days
prior written notice to EGPC subject to its expenditure of its
minimum exploration obligations for the then current period.

CONTRACTOR shall spend a minimum of eighty (80}
million US Dollars on exploration operations and activities rela-
ted thereto during the initial four (4) vear exploration period:
ncluding drilling of seven (7) Wells. For the first two (2) year
period that CONTRACGTOR clects to extend beyond  the
mitial exploration period GONTRACTOR shall spend a ming-
mum of twentv three (25 mulion Ub Dollars and for the sccond
two (2) vear extension period, CONTRACTOR shall spend a
minimum of thirty one (31} million US Dollars; each of such

extensions shall include the drilling of two (2) wells.

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial four (4) year
exploration period or during any period thereafter, the excess
may be subtracted from the mmimum amount of moncy requir-

ed to be expended by CONTRACTOR during anv succeeding

cxploration period or periods, as the case mav be without affect:
ing the work commitment obligation. Should CCNTRAC-
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TOR drill more wells than the minimum number required dur-
ing any period, the excess may be credited to the minimurm num-
ber required to be drilled during any succeeding exploration

perrod.

In case CONTRACTOR surrenders its exploration obliga-
tions In this Agreement as set forth above before or at the end
of the fourth (4th) year of the initial period, having expended

less than the total sum of eighty million (80,000,000) US
Dollars on exploration or in the event at the end of the fourth

(4th) year CONTRACTOR has expended less than said sum
in the Area, an amount equal te the difference between the said
eighty million (80,000,000) US Dollars and the amount actually

spent on exploration activities shall be paid by CONTRAC-
TOR to EGPC at the time of surrendering or within three (3)
tonths from the end of year of the initial exploration period,

< the case may be. Any expenditure deficiency by GO
TRACTOR at the end of any additional period for the reasons

above-noted shall similarly result mn a payment by CONTRAC-
TOR to EGPC of such deficiency. Provided this Agrcement
i« siill in force as to CONTRAGTOR: CONTRACTOR shall

he entitled to recover any such payments as exploration expendi-
ture in the manner provided for under Article VIL in the event

of commercial production.

Without prejudice to Article III (b), in case no Commer-
cial Discovery is established by the end ot the eighth (8th) year,
orin case CONTRACTOR surrenders its exploration obligations
ander this Agreement vrior to such time, EGPC sial: not bear

qny of aforesaid expenses spent by GONTRACTOX,
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At least five (5) months prior to the beginning of each financial
year or at such other times as may mutually be agreed to Dby
EGPC and CONTRACTOR, CONTRACTOR shall prepare
an Exploration Work Program and Budget for the Area settng
forth the exploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During the explora-
tion period, such Work Program and Budget shall be at least
sufficient to satisfy CONTRACTOR’s minimum expenditure
obligations for the period it covers, taking nto account ary
credits for excess expenditures by CONTRACTOR  in prior
exploration period.

The Exploration Work Program and Budget shall be re-
vicwed by a joint committee to be established by EGPC  and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploration
Advisory Committee”, shall consist of six (6) members, three (3)
of whom shall be appointed by EGPC and three (3) by CON-
TRACTOR. The Chairman of the exploration Advisory Comi-
mittee shall be de.’gnated by EGPC from among the members
sppoinied by it.  ("he Exploration Advisory Committee shall
revicew and give such advice as 1t deems appropriate with res-
pect to the proposed Work Program and Budget.  Following

review by the Exploration Advisory Committee, CONTRAC-

FTOR shall make such revisions as GONTRACTOR deems
appropriate and submit the Exploration Work Program and
Budget to EGPC for its approval. Following such approval.
:t is further agreed that :

(i) CONTRACTOR shall not substantially revise or modify

said Work Program and Budget nor reduce the approved

budgeted expenditurc without the approval of EGPGC;

(i) Tn the event of emergencies involving danger of loss of lives
or property, CONTRACTOR mayv expend such additional

unbudgeted amounts as mav bhe required to alleviate such
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danger. Such expenditure shall be considered in all res
pects as explorafion expend.ture and shall be recovered
pursuant to the provisions of Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay, any
of the aforesaid costs.

(¢) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall
He implemented in a workmanlike manner and in consistence
-with good industry practices.

FExcept as is appropriate for the processing of data, labo-
ratory specialised engineering and development studies thereon,
.o he made in specialised centers outside A.R.E. all geclogical
-11d geophysical studies as well as any other studies related to

‘he performance of this Agreement, shall be made in the
A.R.E.

CONTRACTOR shall entrust the management of explo-
ration operations in the AR.E. to its technically competent
General Manager and Deputy General Manager. -

The names of such Manager and Deputy General Manager
shall, upon appointment, be forthwith notified to the GO-
VERNMENT and to EGPC. The General Manager and, 1n
his absence, the Deputy General Manager shall be entrusted
by CONTRACTOR with sufficient powers to represent and
5ind CONTRACTOR in all dealings with the GOVERN-
MENT and EGPC. All lawful regulations issued or hereafter
:c be issued which are applicable hereunder and not n con-
flict with this Agreement shall apply to CONTRACTOR.
CONTRACTOR shall be subject to all laws and regulations
' force in the AR.E. to the extent that such laws and regula-
tions are not inconsistent with the provisions of this Agreement.
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CONTRACTOR shall supply EGFPC, within fifteen (19) days
from the end of each calendar quarter, with a Statement of
Exploration Activity showing costs incurred by CONT-
RACTOR during such quarter. CONTRACGTOR' records
and necessary supporting ‘documents shall be avallable for
inspection by EGPC at any time durng 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 ‘it

it consicers : | |

(i) that the record of costs 1s not correct ;

i1y that the costs of goods or services supplied are not in line
with the international market prices for goods or services
of similar quality supplied on similar terms prevailing ar
the time such goods or services were supplied, provided

however, that purchases made and services performed
within A.R.E. shall be subject to Article XXV ;

(iii} that the condition of the matenals furnished by CONT-
RACTOR does not tally with their prices ; or

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

CONTRACTOR shall confer with EGPC in connection with
the problems thus presented, and parties shall attempt to reach
a settlement which is mutually satisfactory. If within the
time limit of the three (3) months period provided for in this
paragraph, EGPC has not advised CONTRACTOR of 1ts
objecction to any statement. such statement shall be considered
as approved. If within the time limit of three (3) months
EGPC has advised CONTRACTOR of its objections to any
statcment then CONTRACTOR shall confer with EGPC 1
connection with the problem thus presented and the parties
shall attempt to reach a final settlement thereto.
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CONTRACGTOR shall supply all funds necessary for its ope-
rations in A.R.E. under this Agreement in freely convertible
currency from abroad, CONTRACTOR shall have the right
to buy Egyptian currency whenever required and the conversion

shall br: made at the iocal banks in the A.R.E. according to the,
Official A.RE. Rate of Exchange.

EGPC is authorized to advance to CONTRACTOR at a bank
of CONTACTOR's choosing within the A.R.E. the Egyptan
currency required for the operations under this Agreement agai-
nst receiving from CONTRACTOR an equivalent amount of
U.S. Dollars at the official A.R.E. rate of exchange. such
dollars to be deposited in an - EGPC account abroad with a
correspondent bank of the National Bank of Egypt, Cairo,
Vvithdrawals from said account shall be used for financing
EGPC’s and its affiliates foreign currency requirements in
accordance with their approved budgets and subject to the
approval of the Minister of Petroleum.

ARTICLE V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY

At the end of the fourth (4th) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT

a total of twenty-five (25) percent in Exploration Blocks of the
original Area not then converted to a development lease or leases.

At the end of the sixth (6th) year after the Effective Date herzof,
CONTRACTOR shall relinquish an additional twentv-five (23,

percent in Exploration Blocks of the original Area not then converted
to a development lease or leases.
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Without prejudice to Article III and XXI, at the end of the
eighth (8th) year of the exploration period, CONTRACTOR shall
relnquish the remainder of the original Area not then converted to

a development lease or leascs.

VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish
all or any part of the Area in Exploration Blocks provided that at
the time of such voluntary relinquishment its financial obligations
for exploration expenditurc under Article 1V paragraph (b) have
been satisfied for such p'eriod.

Any relinquishments  hereunder shall be credited toward the
mandatory provisions of the ahove paragraph.

Following Commercial Discovery, EGPC! and CONTRACTOR
shall mutually agree upon anv area to be relinquished thereafter,
except tor *he relinquishment provided for above at the end of ihe
total exploration period.

ARTICLE V1

OPERATION AFTER COMMERCIAI, DISCOVERY

(@)  On Commercial Discovery, EGPC and CONT RACTOR shalt

form in the AR.E. an operating company which shall be called
CORAL  Petroleum Companv hereinafter referred to as
CORAPETCO or as Operating Company. Operating Com-
pany shall be subject to the laws and regulations in force in
the A.R.E. to the extent that such laws and regulations are not
meonsistent with the provisions of this Agreement or the Charter
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of CORAPETCO. However, CORAPETCO shally for the
purpose of this Agreement, be exempted from the following laws

~and regulations as now or hereafter amended or substituted :

Law No. 26 of 1954 concerning certain provisions on joint
stock companies, partnership and limited liability compa- |

nies as amended;

Law No. 113 of 1963 on salaries.

Law No. 141 of 1963, on the formation of board of direc-
tors at private companies, societies and corporations, and

on the manner of workers representation thereomn.

Law No. 60 of 1971 on Public Institutions and Public Sector
Units;

Law No. 97 of 1976 organising dealings in foreign curren-

cles ;

Law No. 48 of 1978 on the staff Regulations of Public
Companies ;

Presidential Decree No. 1868 of 1974 restricting some con-
tracts of Works of the Government to Public Institutions
and Corporations and Public Sector Units.

Fhe Charter of CORAPETCO is hereto attached as Annex
"D within thirty (30) days after the date of Commercial Dis-
covery, the Charter shall take effect and Operatimg Company
shall automatically come into existence, without anv further
nrocecures. |
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(c) Ninety (90) days after the date O perating Company comes Into
existence in accordance with paragraph (b) above, it shall
prepare a development Work Program and Budget for the

remainder of the year in which the Commercial Discovery is
madc; and not later than five (5) months before the end of the

current financial year (or such other date as may be agreed

upon) and five (5) months preceding the commencemen; of
each succeeding financial year thereafter (or such other date

as may be agreed upon) Operating Company shal] prepare an
aniual Production Schedule, Work Program and Budget for

the succeeding financial year. The Production Schedule, Wo:k
Program and Budget shall be submitted to the Board of Direc-

tors for approval and to be finally approved by; EGPC.

@) Not later than the twentieth (20th) day of each month, Ope-
rating Company shall furnish to CONTRACTOR a written
cstimate of ifs total cash requirements for expenditure for the
first half and the second half of the succeeding month expressed
in US Dollars having regard 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 day is not a business dav.

(¢) Operating Company is authorized to keep at its own disposal
abroad i an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced hy
CONTRACTOR. Withdrawals from said account shall be
used for payment for goods and services acquired ahroad and
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for transferring to a local bank in the A.R.E. the required
amount to meet expenditures in Egyptian Pounds, for Opera-
ting Company in connection with its activities under this
Agreement,

Within sixty (60) days after the end of each Financial
Year, Operating Company shall submit to the appropriate ex-
change control authorities in the A.R.E. a statement, duly cer-
tified by a recognised firm of auditors, showing the funds credi-
ted to that account, the disbursements made out of that account
and the balance outstanding at the end of the year.

(f) If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot during
the period of such excess be used by the Operating Company, the
CONTRACTOR will consult with EGPC to find a mutually
agreed formula whereby EGPC may use the excess capacity if 1
so desires without any unnreasonabls financial, or operaiiona!

disadvantage to the CONTRACTOR.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(@) (1) Cost Recovery Crude Oil :

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and expenses incur-
red and paid m respect of all the exploration development
and related operations under this Agreement to the extent

and out of forty (40) percent quarterly of all Crude Oil pro-
duced and saved from all development leases within the

Area hereunder and not used in p¢roleum operations.
Such Crude Qil 1s hereinatter veferred to as “Cost Reco-
very Crude Oil”.
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For all Exploration, Development and Production
hereunder, such costs and expenses shall be recovered from

Cost Recovery Crude Oil in the following manner :

(2} All Operating Expenses, incurred after initial
Commercial Production, which for the purposes of
this Agreement shall mean the date on which the
first regular shipment is made, shall be recoverable
etther In the Tax Year in which such costs and ex-
penses are mcurred and paid or the Tax Year in
which mitial Commercial Production occurs, which-
ever is later date.

() Exploration Expenditures including those accumulated
prior to the commencement of initial Commercial
Production, which for the purposes of this Agreement
shall mean the date on which the first regular ship-
ment 1s made, shall be recoverable at the rat: of
twenty (20) percent per annum starting either in the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which initial Commer-
cial Production commences, whichever is later date.

(17) Development Expenditures, including these accumu-
lated prior to the commencement of initial Commer
cial Production shall be recoverable at the rate of

twenty (20) percent per annum starting in the Tax
Year in which such expenditures are incurred and

paid or the Tax Year in which mitial Commercial
Production commences, whichever is the later date.

(1) To the extent that, in a Tax Year, costs. expenses Or
expenditures recoverable per paragraphs (i), (ii) and

(11) preceding exceed the value of all Cost Recovery
Crude Ol for such Tax Year, the excess shall be car-

ried forward for recovery in the next succeeding Tax
Year or Years until tully recovered, but in no case

after the termination of the Agreement, as to
CONTRACTOR,
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(v) For the purpose of determiing the classification of all
costs, expenses and expenditures for their recovery,

the following terms shall apply :

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

2. “Deveiopment Expenditures” shall mean all
costs and expenses for development with the ex-
ception of operating expenses.

3. "Operating Expenses” shall mean all costs, ex-
penses  and expenditures made after initial
Commercial Production, which costs, expenses
and expenditures are not normally depreciable,
However, operating expenses shall include work
over repair and maintenance of assets but shall
not include any of the following : side tracking,
redrilling and changing of the status of a well from
ol well to water well and vice versa, replace-
ment of assets or a part of an asset, major over-
hauling that extends the life of the asset, additious,
improvement and renewals. Such costs shall be
regarded as either Exploration Expenditures or
Development Expenditures as appropriate.

(vf) It is understood and agreed upon that the recovery of
costs and expenses as based upon the rates referred
above shall be allocated to each quarter proportiona-
tely (one fourth to each quarter). However, any re-
coverable costs and expenses not recovered in one

quarter, as thus allocated, shall be carried forward
for recovery in the next quarter.

(2) CONTRACTOR shall each quarter take and separately
dispose of all Cost Recovery Crude Oil produced, except
as provided in sub-paragraph (a) (3) below of this Article
VII, plus its share of the balance of the Crude Ojl as
stipulated in paragraph (b) below of this Article VIT. To
the extent that the value of the Cost Recovery Crude Ol
(as determined in sub-paragraph (c) helow) exceeds the



\AAY a plpd Yo d (ab ) A sl — dw J sl B A

S ——

La:\.:_r.._..\ ;_,a-\_,l\ ddadliliedy o ‘_:..JLCM o ( al3 5§ (_.-:-) e Al #JMJ‘
Ll () — (1) (V)50 o o 6 b 3 G Ly c Ll 1 5 0
Jolill edat (g adsTlt ol LY OLA?;L! Al s gl G B P 4 Ol
'_ul_.u G Lgle yogadl & Lil dgl J,ml Ledc 03 fia 43 5 jais
igﬂl T Jall ws qay Geelll & 240 )1 u......l;:ll el ye dwl !
- o G oY jaasdl sl oo N e B3b J1 A

oy Sy Ol atgl G Ly 1 s A S s 8 — ¥
ﬁwM(u}s)wwﬁbﬁlﬂLdp.kp-'LoTu:J,h,..Uc\.L...jdL'SJlL:J
u.a_ﬂ__su.a/m LnL__.J:.TLJaLg.Loduuf.irJ...dhmMﬁj.\.@JI
J.Jl .S ua.w_g&‘\...u oo KN sb LY a~asell szll <o )
o Lol iy JoWl e 2t

L gEY S ()

...LS LG,J-, 2 2l Waas-G ;'-L:-.-.“ ;_,.JJ]‘ Ba 4...:.....“ 4L (_3("\1) d_,:....J‘
‘-’JHY‘ 550 C"’.U lis s 5 a3 uh:- J olalt Q| Oyt

A bl

n-u 1....-"'3‘ d .L,A.A‘_,cel\ (-LLI t....u_)‘

N Cenldes
| e e s (eeee ) or giYIA2 A Tl
3 S (onee Yop 7 O BN A4 2l
Tye " heo NPT-S ROy PP R PR ).

( \lli.');’p .h_}- L;‘ CE‘}’\ 151_;.:] 1.....5“1
Ty Y S P



rg— © — A e - W P Wyl ik ] e i e, W — i ol e W Sl

o9 \ A AY w_}a\_}..s YQLBCCL)AJM‘__.‘\:@MJ“ ﬂw\iﬁ‘

i e S e S el e .

actual recoverable costs and expenchtures, mcluding any
carry forward from paragraph (a) (1) {iv) above, to be re-
covered in that quarter, the value of such excess Cost

Recovery Crude Oil actually taken and separately cisposed
of by CONTRACTOR shall be paid by CONTRACGTOR
to EGPC m the manner set forth in Article IV of the

Accounting Procedure contained mn Annex “E” and CON-

TRACTOR shall be deemed to have purchased such ex-
cess Cost Recovery Crude Oil,

Ninety (90) davs prior to the commencement of cach yea:
EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to take delivery in kind, F.O.B. export
terminal or other agreed delivery point, of up to fifty (50)
percent of any excess Cost Recovery Crude QOil for that
vear, and thereby reduce. the amount to be purchased by

CONTRACTOR in the same percentage amount.

(b) Production Sharing

The remainmng sixty (60} percent of the Crude Ot shall
he taken and disposed of separatelv bhv EGPC and CON-
TRACTOR according to the following incremental scale -

—

i — e i e L] —

Crude Qil produced and saved: EGP(! CONTRACTOR

under this Agreement and not used  Share

Share

taaw ,  ——a

in Petroleum operations barrels per. % | %
dayv (BOPD) | f
That pertion or increment up to -
50,000 BOPD - 83% 17%
That poriion in excess of 50,000 fl
BOPD up to 100,000 BOPD - 85% 15%

That portion or increment in €xcess, .
of 100.000 BOPD - 88% 12%

—— Y - 2 . . 7 gyl
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(¢) (1) 1t isthe intent of the Parties that the value of the Cost Re-
covery Crude Oil shall reflect the prevailing market price
for Crude Oil.  For the purpose of evaluating the prevail-
ing market value of the quantity of Cost Recovery Crude
Oil to which CONTRACTOK is entitled hereunder during
cach calendar semester, the weighted average price realized
for comparable quantities on comparable credit terms in
freelv convertible currency from F.O.B. pomnt ol export
cales to non-affiliated companies during such semester at
armslength bv either EGPC or CONTRACTOR under all
Crude Oil sales contracts currently in effect, but excluding
crude ol spot sales not consistent with prevailing market
prices for similar Crude Oil and also excluding Crude Oil
tales contracts involving barter, whichever is higher, shall
oe used. It 1s understood that in the case of C.LF. sales,
=ppropriate deductions shall be made for transport and

.nsurance charges to calculate the F.O.B. point of export

price; and aiwavs taking into account the appropriate ad-
justment for quality of crude oil, freight advantage or dis-

advantage of port of loading and other appropriate adjust-
ments.  Nevertheless, f CONTRACTOR considers the

value of the Cost Recovery Crude Oil so determined not to
reflect the market conditions prevailing during the calendar

sernester, CONTRACTOR and EGPC shall meet and
mutuallv agree upon the price.

(<} If during any czlendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Qil sales contracts
currently m effect, EGPC and CONTRACTOR shall meet
and mutually agree upon the price of Crude Oil to be used
in determining the value mentioned in sub-paragraph (]
(1} above, pending such mutual agreement the price used
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shall be the last price determined pursuant to sub paragraph
(c) (1) or'under this sub-paragraph (c) (2) whichever is later,
and appropriate adjustment will be made thereto after

determination of a mutually agreed price by EGPC anc

CONTRACTOR.

Operating Company shall prepare (not less than ninety (90)
days prior to the beginning of cach calendar semester following
regular production) and furnish in writing to CONTRACTOR
and FGPC a forecast setting out the total quantity of petroleum
that Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester in accor-
dance with good oil industry practices. Operating Company
shall endeavour to produce each calendar semester the forecast
quantity- The Crude Oil shall be run to storage tanks cons
tructed, mamtained and operated according to Government
Regulations, by Opcrating Company in which said Cride Qil

shall be metered or otherwise measured for royalty, and the
other purposes required by this Agreement.

CONTRACTOR shail have the right and the obligation to
separately take and dispcse of currently all of the Crude Oil to
which it is entitled as is determined in accordance with sub-

paragraphs (a) and (b} of this Article. Subject to the payment

of sums due EGPC under Articles VIT (a) (2) and IX, CONT-
RACTOR shall have the right to retain abroad all funds acqui-
red by 1t abroad including the proceeds from the sale of its
share of Crude Ohl exparted
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(f) At a reasonable time prior to the commencement of Commer-
cial Production EGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker liftings from the
agreed upon point of export, s0 as to prevent curtailment ¢*
production operations due to failure to hitt.

ARTICLLE VIII

TITLE TO ASSETS

(a) EGPC shall become the owner of all assets acquired and owned

by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operatmg Company in accordance
with the following :

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

(2) Tide to fixed and movable assets shali be transferred auto-
maticaily from CONTRACTOR to EGPC as they become
sithicct to recoverv in accordance with the provisions of
Article VII; or at the time of termination of the Agree-
ment, whichever first occurs

The Look Value of the Assets created during each calendar qua-
rter sha'! be communicated by CONTRACTOR to EGPC or by
Operating Company to EGPC and CONTRACTOR within
thirty (30) days of the end of each quarter.

(DY During the term of this Apreement and the renewal period
EGPC, CONTRACTOR and Operating Company are entitled
t~ +he full use of ail fixed and movable assets in connection
withh operations hereunder in (1) the Area and (2) any
other area apnroved by EGPC and CONTRACTOR and pro-
per accounting adinstment shall he made. CONTRACTOR
and EGP shail not dispoce of the same except with agreoment
of the ¢ther.
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(¢) CONTRACTOR may freely import into A.R.E., use therein
and freely export at the end of such use machinery and equip-
ment which it either rents or leases in accordance with good

mdustry practices,

ARTICLE IX

BONUSES

(‘a’)' CONTRACTOR shali pay to EGPC as a Signature Bonus the
sum of eight million five hundred thousand (8,500,000) U.S.
Doilars on the Effective Date. Further, CONTRACTOR will
spend during the initial Exploration period an additional one
militon and one hundred thousand (1,100,000} US Doilars te
complete the geological mapping of Egypt to be delivered to

EGPC as completed during such period.

(b) CONTRACTOR shall pay to EGPC :
the sum of five million (5.000,000) US Dollars as a Production
Bonus when the total average daily production first reaches the
rate of f:fty thousand (50,000) barrels per day for a period of
thirty {30) consecutive producing days. Payment will be made
within fifteen (15) days thereafter,

(¢) CONTRACTOR shall also pay 1o EGPC the additional sum
of seven million (7,000,000) US Dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (100,000) bacrels per day for a period
oi thirty (30) consecutive producing days. Payment will be
made within fiftcen (15) days thereafter.
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(e)

G

(df CONTRACTOR shall pay to EGPC the additional sum of

nine million (9,000,000) US Dollars as a Production Bonus when
the total average daily production first reaches the rate of one
hundred fifty thoosand (150.000) barrels per day fer a penod
of thirty (30) consecutive producing days. Payment will be made.
within fifteen (13) days thereafter:

Both aforesaid Signature and Production Bonuses shall i no eve-

nt be recovered nor amortized by CONTRACTOR.

In the event that EGPC elects to develop any part of the Area
purposes of this Article IX only if CONTRACTOR exercises
procluction from such sole risk area shail be considered for the

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

of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR sholl maintain an office in A.-R.E. at which

notices shall be validly served.

The General Manager and Deputy General Manager shall be

entrusted by CONTRACTOR with sufficient power to carry out

immediately all local written directions given to hum by the GOV-
ERNNMENT or 1ts representatives under the terms of this Agreement.

All lawful regulations isszed or hereafter to be issued which are ap-

plicable hereunder and not in conflict with this Agreement shall apply

to the duties and activities of the General Manager and Deputy Ge-
neral Manager-
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(a)

All matters and notices shall be deemed to be validly served
which are left at the office of the General Manager or which
are sent to him by registered mail to CONTRACTOR’s office

in A-R.E.

All matters and notices shall be deemed to be valdly served
which are left at the office of the Chairman of EGPG or which
are sent to him by registered mail at EGPC’s main office In

Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF LOSS
Operating Company shall take all proper measures, according
to generally accepted methods in use in the oil industry to pre-
vent loss or waste of petroleurn above or under the ground m
any form during drilling, producing, gathering and distributing
or storage operations. The GOVERNMENT has the right to
prevent any operation on any well that it might reasonably ex-
pect would result in loss or damage to the well of the oil filed.

Upon campletion of the drilling of productive well, Operating
Company shall inform the GOVERNMENT or its re presentative
of the time when the well will be tested and the production
rate ascertamned.

Exceptr in instances where multiple producing formations in the
same well can only be produced economically through a single
tubing string, petroleum shall not be produced from multiple

oil carrying zones through one string of tubing at the same time,
except with th> prior approval of the GOVERNMENT or its

representajive.
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(d) Operating Company shall record data regarding the quantities
of petroleum and water produced monthly from each develop-
ment lease. Such data shall be sent to the GOVERNMENT

or 1ts representative on the special forms provided for that pur-
pose within thirty (30) days after it is obtained. Daily or weekly
statistics regarding the production from the Area shall be
available at all reasonable times for examination by authorized

representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting petrol-

eum, gas bearing or fresh water strata.

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

representative of the GOVERNMENT.

ARTICLE XIT

CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, Operating Companv and their for
eign Contractors and sub-contractors engaged in carrying ot
operations under this Agreement shall be permitted to import
and shall be exempted from customs duties, with respect to the
importation of machinery, equipment, vehicles, materials, sup-
plies, consumable items, foodstuffs and movable property whern
certified by responsible representative of EGPC, to be used solelv
1 carrying on operations under this Agreement
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(b)

(E)

(d)

I B e o e v ¢

Each expatrate employee of CONTRACTOR and Operating
Company and the said contractors and sub-contractors shall be
permitted to import and shall be exempted from all custorus
duties with respect to the reasonable importation of household
goods, consumable items, foodstuffs (within the limits approved
by EGFPC) and personal effects including one automebile provi-
ded however, that such properties are imported for the sole use
of the employee and his family and provided further, that 1o
such property imported by the employee shall be resold hy him

mn the A-R.E. except in accordance with GOVERNMENT re-
gulations.

The exemption provided in (a) of this Article shall not apply to
eny 1imported items when EGPC considers and shows
that items of thic same er substantially the same kind and quality
are manufactured locally and are available for purchase anc

timely delivery in the A.R.E. at a price not higher than ten (10)
percent more than the cost of the imported item before customs

dutics, but after transportation and insurance costs have been
added.

Without prejudice to Article VIIT, any of the items imported
nto the AR.E. cither exempt or not-exempt from custorns
duties, taxes or imposts under this Article may be exported by
the importing party at any time without the payment of any

cxport duty, or impost.

Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the A.R.E.

provided that the purchasers pay the applicable customs duties,

taxes or imposts, if any, except if sold to EGPC or an affiliated
company of EGPC,
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() Material, equipment and goods so damaged or used as to be
non-serviceable and wwhich are classified by CONTRACTOR or
Operating Clotapany as scrap or junk (any such CONTRACT-
OR’s appraisal being subject to EGPC approval and any such

Opcrating Company’s appraisal being subject to EGPC and

CONTRACTOR approval) may be sold as scrap or junk with-
out payment of customs duties, taxes or imposts.

() In the event of such sale under sub-paragraph (e) and (f) 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, 1t any, shall be paid to EGPC.

(h) “Customs Duties”, as used herein, shall include all duties, taxes
or imposts (except those charges paid to the GOVERNMENT
for actual services rendered), which are payable as a result of

the mmportation of the item or items under consideration.

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

Petioleum hereunder.

ARTICLE X111

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Annex “E”
znd accepted accounting practices generally used in the Petro-
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(b)

(c)

gl

leurn industry, and such other books and records as may be
necessary to show the work performed under this Agreement,

including the ainount and value of all petroleum produced and
saved hereunder.  CONTRACTOR and Operating Company

shall keep their books of account and accounting records I
United States Dollars. Operating Company shall furnish to

ithe GOVERNMENT or its representative monthly returns
chowing the amount of petroleanm produced and saved here-
unider  Such retuis shall be prepared in the fcrm required by
the GOVERNWNMENT, or its representative and shall be signed
bv the Gencral Manager or by the Deputy General Manager
or a duly designated deputy. and delivered to the GOVERN-
MENT or its representative within thirty (30) days after the

enc of the month covered m the return.

The aforesaid books of account and other books and records
referred (o above shull be available at all reasonable times for
v authorized represcniatives of the GOVERN-

. L 1 |
;115]1_‘-1?*.#11[_*{1 u};‘" d‘LIL el

MENT.

CONTRACTOR shall submit to EGPC a Profit and Loss State-
ment for the Fiinancial Year not Izter than three (3) months after
the commencement of the following financial year to show its
net profit or lose frem the patroleum operations uader this

Agreement for such year.

CONTRACTOR shall at the same time submit a year-end
Balance Sheet for the same Fmancial Year to EGPC. The
Balance Sheet and Financial statements shall be certified by an

Egyptian certified accounting firm accepted by EGPC.
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ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement is in force, maintain

accurate and current records of its operations in the Area here-
under, CONTRACTOR and/or Operating Company shall

furnish the GOVERNMENT or its representative, in conformity
with applicable regulations or as the GOVERNMENT or its

represefitative may reasonably require information and data
concerning its operations under this Agreement. Operating
Company will perform the functions indicated in this Article
XIV in accordance with their respective role as specified n

Article VI.

CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portion nf
cach sample of ceres and cuttings taken from drilling wells, to
be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT,
All samples acquired by CONTRACTOR and/or Operatmg

Company for its own purposes shall be considered available tor
inspection at any reasonable time bv the GOVERNMENT or

its representatives.

Unless otherwise agreed to by EGPC, mn case of exporting any
rock samples outside ARE. samples equivalent in size and
quality shall, before such exportation, be delivered to EGPC
as representative of the GOVERNMENT.

Originals of records can only be exported with the permission
of EGPC, provided, however, that magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparabie record,
it available. 15 maintaincd in A.R.E. and providea that such ex-
ports shall be repatriated to ARE. immediatelv upon EGPC
request on the understanding that they helong to EGPC.
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During the period CONTRACTOR is conducting the explora-
tion operations CONTRACTOR shall permit EGPC through

EGPC’s duly authorized representatives or employees to have

full and complete access to the Area at all reasonable times with
the nght to observe the operations being conducted and to ins-

pect all assets, records and data kept by CONTRACTOR.
EGPC’s representative, in exercising its rights under the preced-

ing sentence of this paragraph (e), shall not interfere with
CONTRACTOR’s operations. CONTRACTOR shall provide

EGPC with copies of any and all data (including, but not limited
to, geological and geophysical reports, logs and well surveys)
information and mterpretation of such data, and other infor-

mation m CONTRACTOR’s possession.

For the purpose of obtaining new offers as to adjacent areas
the GOVERNMENT and or EGPC mav show any other party
geophysical and geological data (the age of which is not less
than one year) . with respect to the Area.

ART{TICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law

toward third parties for any damage caused by CONTRACTOR’s
expleration operations and shall indemnify the GOVERNMENT
and/or EGPC against all damages for which they may be held
liable on account of any such operations. CONTRACTOR. shall

have the opportunity to investigate or otherwise deal with any such
claim by a third party.

AX
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ARTICLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shalt
have access to the Area covered by this Agreement and to the opera-
tions conducted thercon.  Such representatives may examine the
books, registers and records of EGPC, CONTRACTOR and
Operating Company and make a reasonable number of surveys,
drawings and tests for the purpose of enforcing this Agreement.
They shall, for this purpose, be entitled to make reasonable use of
the machincry and instriments of CONTRAGTOR or Operating
Company on the condition that no danger or impediment to the ope-
rations hereunder shall arise directly or indirectly from such use. The
GOVERNMENT shal] indemnify and rcimburse CONTRACTOR
or Operating Company for any loss or damage which may in fact
result from any such use of said machinery and instruments. Such
representatives shall be given reasonable assistance by the agents and
employees of CONTRACTOR or Operating Company so that none
of the activities shall endanger or hinder the safety or efficiency of
the operations. CONTRACTOR or Operating Company shall
offer such representatives all privileges and facilities accorded to its
own employees in the field and shall provide them, free of charge,
the use of reasonable cffice space and of adequately furnished hous-
ing while thev are in the field for the purpose of facilitating the
objectives of this Article. Any and all information obtained by the
GOVERNMENT or its representatives under this Article XVT shall

be kept confidential with respect to the Area.
ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEL

(a) Tt is the desire of EGPC and CONTRACTOR that operations

hereunder be conducted in a2 business-like and efficient manner.

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

Company and ‘the personnel of its contractors for the con-
duct of the operations hereunder, shall be granted a resi-
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dence as provided for in Law No. 89 of 1960 as amendecl
and Ministerial Order No. 9 of 1963 as amended, and

CONTRACTOR agrees that all immigration, passport, visa
and employment regulations of the AR.E., shall be apph-
cable to all alien employees of CONTRACTOR working

in the ALR.E.

(2) A minimum of twenty-five (25) percent of the combined
salaries and wages of ecach of the expatriate administrative,
professional and technical personnel employed by CON-
TRACTOR or Operating Company be paid monthly in
Egyptian Currency. On final repatriation such personnel
shall have the right to remit abroad in U.S. Dollars or other
currencies the unused portion of Egyptian Currency in ex-
cess of twentv-five (23] percent of such personnel’s salary.

CONTRACTOR and Operating Company shall each select
its emplovees and determine the pumber thereof, to be usec

for operations hereunder.

CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for all its A.R.E.
employees engaged in operations hereunder with respect to ap-
plicable aspects of the Petroleum industry. CONTRACTOR
and Operating Company undertake to replace gradually their

non-executive expatriate staffs by qualified nationals as they are
available. '

(d) During the period when CONTRACTOR is conducting Explo-

ration CONTRACTOR shall give mutually agreed numbers
of EGPC employess an opportunity to attend and participate in
CONTRACTOR's and CONTRACTOR’s affiliate training
programs relating to exploration and development operations.

s m—————m e ERTLT S
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(a)

(b)

(d)

ARTICLE XVIiI

LAWS AND REGULATION»>

CONTRACTOR and Operating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof) as amended'.
by Law No. 86 of 1956 and the regulations issued for the im-
plementati,oﬂ" thereof, including the regulations for the safe and
efficient performance of operations carried out for the execution
of this Agreement and for the conservation of the Petroleum
resources of the A.R.E. provided that no regulations, modifica~
tion or interpretation thereof shall be contrary to or inconsistent
with the provisions of this Agreement. |

EGPC, Operating Company and CONTRACTOR  shall be
exempted from “all taxes, except as provided in Article IT1
paragraph (f) for immcome taxes, with respect to the extracting,
producing, exporting or tranjspor}tmg of petroleum hereunder.
CONTRACTOR and Operating Company shall also be ex-

eriipted from any tax on capital or assets.

The rights and obligations of EGPC and CONTRACTOR
under, and for the effective term of this Agreement, shall be
governed by.and in accordance with the provisions of this Agree-
ment and can only be altered or amended by the mutual agree-
ment of the said contracting parties. S

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which effect them. - Insofar as all regulations which
are duly issued by the. GOVERNMENT apply from time to
time and are not in accord with the provisions of this Agreement
such regulations shall not apply to the CONTRACTOR and

sub-contractors.

EGPC, CONTRACTOR, Operating Company and their sub-
contractors shall for the purposes of this Agreement be exemp-
ted from all professional stamp duties imposed by syndical laws
with respect to their documents and activities hereunder.
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(a)

(d)

ARTICLE XIX

RIGHT OF REQUISITION

In case of national emergency due to war or imminent €xpec-

~tation of war or internal causes, the GOVERNMENT may

requisttion all or part of the production from the Area obtained
hereunder and require O perating Company to increase such
production to the utmost possible maximum. The GOVERN-
MENT may also requisition the oil field itself and, if necessary
related facilities.

In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their represen-
tative by registered letter, with acknowledgement of receipt,
to express their views with respect to such requisition:

The requisition of production shall be effected by Mmisterial
Order. Any requisition of oil field itself, or any related facili-
ties shall be effected by a Presidential Decree duly notified. to
EGPC and CONTRALTOR.

In the event of any requisitton as provided above, the GO-
VERNMENT shal indemnify in ful; 2GPC and CONTRAG-

- TOR for the period during which the requisition is maintained,

mcluding | _

(1) AL damages which result from such requisition.

(2) -Full payment each month for all Petroleum extracted by,
the GOVERNMENT less the royalty share of such pro-
duction, and ‘

(3) Other obligations of CONTRACTOR and EGPC here-

under- h
However, any damage resulting from enemy attack is not with--

in the meaning of this sub-paragraph (d). Payment hereunder

<hall be made to CONTRACTOR in U.S. Dollars remittable
abroad. The price paid to CONTRACTOR for Petroleum

taken shall be calculated in accordance with Article VII parag;;‘

raph (c).
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ARTICLE XX
ASSIGNMENT

Nether. EGPG nor CONTRACTOR may assign to a person,
firm or corporation not party hereto, in ‘whole or in-part, any -
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT.

(0) In the cvent that CONTRACTOR wishes to assign, in whole

or in part, any of its rights, privileges, duties or obligations

hereunder as aforesaird, the written consent thereto of the

GOVERNMENT if reqmred under this Article shall not be
arbitrarily withheld, To enable consideration to be given to

any request for such consent, the following conditions must be

(d)

fulfilled.

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

request 1s made.

(2) The mstrument of assignment must be written in both
Arabic and English and must include provisions stating
prcmscly that the assignee is bound by all covenants con-

tained in this Agreement and any modifications or addi-
tions in writing that up to such time may have been made.

A draft of such instrument of assignment shall be submi-
tted to EGPC for review and approval before being

formally executed.

Any assignment made pursuant to the provisions of this Article
shall be free of any transfer of related taxes charges or fees.

As long as the assignor shall hold any interest under this Agree-
ment, the assignor together with the assignee shal] be jointly
and severally liable for all the duties and obligations of CON-

TRACTOR under this Agreement.
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ARTICLE XXI

BREACH OF AGREEMENT AND POWER
TO CANCEL

(a) The GOVERNMENNT shall have the nght to cancel this.

Agreement by Order or Presidential Decree, with respect to
CONTRACTOR, in the following instances : '

(1) If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideraticn
for the execution of this Agreement ;

(2) Ifitassigns any ‘nterest hereunder contrary to the provisions
of Article XX hereof ;

(3) If it is adjudicated = bankrupt by a court of competent:-
jurisdiction . ;

{4) If it does not comply, with any final decision reached as the

result of court proccedings conducted under Article WXIIT
paragraph (a) hereunder;

(5) Ifitintentionally extracts any mineral other'than Petroleun
not authorized by this Agreement or without the authority
of the GOVERNMENT, except such extractions as may be
unavoidable as the result of operations ¢conducted herennder
in accordance with accepted petroleum industry practice

and which shall be notified to the GOVERNMENT or its
representative as soon as possible ; and

(6) If it commits any material breach of thus Agreement or of

the provisions of Law No. 66 of 1953, as amended by Law
No. 86 of 1956, which are not expressly contradicted by the

provisions of this Agreement. Such cancellation shall take

place wihout preludlce to any rights which may have occur-
red to the GOVERNMENT against CONTRACTOR m

accordance with the provisions of this Agreement, and, m

the event of such cancellation, CONTRACTOR shall have
the right to remove from the Area all its personal property
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If the GOVERNMENT deems that one of the aforesaid causes
(other than a force majeure cause referred to in Article XXII

hereof) emsts to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice per-
sonally served on CONTRACTOR’S General Manager in the

-legally official manner and receipt of which i IS ackxlowledged by
"him or by his legal agents, to remedy and remove such cause ;

but if for any reason such service s impossible due to unnotlfl_ed
change of address, publication in the Official Journal of the

GOVERNMENT of such notice shall be considered as va:li::ily
served upon CONTRACTOR. If at the end of the said ninety
(90) days notice period such cause has not been remedied and
removed, this Agreement may 'be cancelled forthwith by, Order

or Presidential Decrce as aforesaid ; provided however, that if
such cause, or the failure to remedy or remove such cause,

results from any act or omission of one party, cancellationgof
this Agreement shail be effective only against that party and
not as against the other party hereto.

ARTICLE XXIT
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if, and to the extent that, such
non-performance or delay is 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
damage donc during such delay, shall be added to the time
siven in this Agreement for the performance of such obligation
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and for the performance of any ohijgation dependent thereon
and consequently, to, the term of this Agreement, but only
with 'respec,t to the block or blbéks affcctt‘d. '

(b) “Foree Majeure within th&ﬁ{neamng -uf this -Article XXI11, -
shall be any order, regulation .or direction. of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT, or the GOV-
ERNMENT of the United States with respect 10 CGONTRA~ -
.CTOR whether promulgated in the forin of a law o1.otherwise -
or any.. act of God, Insurrection, riot, war, strike; and ofher;
labor disturbance, fires, ﬂmds or any cause not due t the tault
or negligence of EGPC or CONTRACTOR or either of them,
whether or not similar to the foregomg, provided that any stich
cause 1s beyond the reasonable control of EGPG aridCONT RA- .

CTOR, or either of them.
.. . 1 |
(c) Wlthout prejudice to the above and except as may be otherwmc )
provided herein, the GOVERNMENT shall incur no responsibi-
lity whatsoever to EGPC and CONTRACTOR or either c:»f

‘them for any damages, restrictionsor loss arising in consequences -

of such case of force majeure except a force majeure caused
by the c;rder, regulatlons or direction, of the GOVERNMENT

of the ARAB REPUBLIC OF EGYPT

4, Bl
»

(d) 1f the force majeure event occurs during the initial exploration -
periodd or any extension thereof and continues in effect for a |

peniod of ywo (2) years, CONTRACTOR shall have the option

upon ninety (90) days prior written notice to EGPC to terminate
its obligations hereunder without further liability of anv kind -

ande if still in force, the Guaranty contained in Annex “C” here-
to, shall be automatically cancelled and EGPC shall 50 notify,
the Bank to refease the Guarantv. =
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ARTICLE X}{III

DISPUTES AND ARBITMTION

(@) Any dispute arising between the GOVERNMENT and lhe
partms hereto with respect to the mterpretatmn apphcatmn 0Or
execution of this Agreement, shall bé Teferred to the ]urlsdlctmn
of the appropriate A.R.E. Courts and shall be finally settled
by such courts.

(b) Any dispute ansing between CONTRACTOR and EGPC 1n
connection with the present Agreement shall be finally settled by
.arbiiration. The Arbitration shall be held in Stockholm,
~ Sweden and conducted in accordance with the Rules of Con-
cithation and Arbitration of the International Chamber of
Commerce. In the event of no provisions being made in these
rules in certain cases, the Arbitrators shall establish their own
procedures.

(c) The arbitration shall be initiated by either party giving notice to
the other party that it elects to refer the dispute to arbitration
and that such party (hereinafter referred to as the “First Party™}
has appointed an Arbitrator who shall be identified in said*
notice. The other party (hereinafter referred to as the “Second
Party”), within fifteen (15) days shall notify First Party in
writing, 1dentifying the Arbitrator that it has selected.

(d) If the Second Party does not appoint its Arbitrator as aforesaid,
the First Party shall have the right to apply to the Court of
Arbitration of the Intemational Chamber of Commerce to
appoint a second Arbitrator. The two arbitrators shall within

thirty (30) days, select a third Arbitrator, failing which the
third Arbitrator shall be appointed by the Court of Arbitration

of the International Chamber of:Commerce at the request of -
either party.

(¢) The third Arbitrator must be a citizen of a country other than
the AR.E. and the United States and of a countrv which has
diplomatic relations with both A.R.E. and the United States

and shall have no economic interest in the oil business of tha
signatories hereto. |



G Lo ) el 86 Ot i i Bl o 11 e ones ()
,,_,;La;lu ﬂui ‘.a:ru_;.a;\:ﬂ(;_,}f.” g_.rL.LnP ‘LCQ&‘J_,:-QJ‘ L)d.}
t__,JL...a-E (5.}_51 QL! C-.-::..\...-}"‘\jgﬂ . ..,_L_.J‘ %j‘ UL: &IJ"H JL'. LG‘J.L_J
RS "¢ JJ

* tﬁll:.-‘_;o ds-.amd_glwifc..»d(,&]i

RTPEWR RS SRS ) I | RS I AR Y (5)
A v.c-.a-.jl A J3MAJB~33¢L,3JMI%|@L.@J Co
P\ LI VPP S I ses O _,md:lnd_,.:.:d a.\i\ '

| v Al el

O S LS ¢ dmn 4Cons &1 U pplall (ol 0 jam ()
A ﬁi.—:ﬁ:.:i fti- JJM:, L.:;;Lé; g'u:ib;:“ c.(:':h J',_:-dj ‘:_Jb Lg::“ rAEi
. J _,;-,.?gt 4ol Lo 3

M l-kc.._,,. r‘i‘?-?‘j \_.ﬁ‘.ﬂ .__A‘LH .}.-\;._.,M g_)l d L.JJLSIH l.....:f-—_,: (.L’)
¢ L...»' L«U.‘) QK Ll‘)’ lALaJ-.n:

U, i} 3.3*;1..,..- 4._5[4;'}'\ sds (§ ,*_,,‘;._ZJL Ml’dl u".?"‘““‘“ (G)
. i o o. thi.) MWY‘ "‘L"‘J‘ U" (“GJ]I L’J‘

#v\.g: uc.m Lm L DA a.ksl.v.li ulJLYi g,..u, . LJI o ﬂ-‘_g.‘é\._a (_l)
SN Al o aadlt LSy L) G e e Lslay
sl b AdS 5 o O R S| I L) HEEH AT W
(_; AS 1) 43 g 1als g bl 1 _ds -.,ga....LJ_, & il s uh&‘k"
'-‘-(SJL.U::.L& > g9 pde > (34 4...55 N B u‘JYJ]!j {5 HHC)
Con Il 3 ke Ll L1 ealal By g el 5
RPEI ,1..5\1.[! il o ad Slal e g LU elis 4 s b g d2 2l



 An————

Vo P VAT A s Yo d ((m ) A 2l den ST 8

LT e —— S

(f) The parties shall extend to the Arbitration board all faciities
(including access to the petroleum operations) for obtaining any
information required for proper determination of the dispute.
The absence or default of any party to the arbitration shall not
be permittfﬂ 'f:'ff‘prévmt or hinder the arbitration procedure in

' h_'h a Lo L - -
- B S o s - -

any or all of its'stages. = ~ =" SR

Lo

(g) Pending the decision or award. the operations or activities which
have given rise to the arbitration need not be discontinued. In
the event the decision or award recognizes that the complaint
was justified, provision may be made therein for such reparation
as may appropriately be made in favor of the complainant.

(h) Judgement in the award rendered may be entcred in any Court
having jurisdiction and application may be made in such Court
for a judicial acceptance of the award or an order of enforcement -

as the case may be.

{)  The parties desire that, wherever appropriate, decisions and
awards shall specify a time for complance ther ~with.

L )

(i) The provisions of this Agrecment relating to arbitration shall
continue .n force notwithstanding the termination of this Agree-
ment. Lo ‘ G

(k) PRINCIPLES of GOODWILL - The signatories base their
relations with respect to this Agreement on the principles of
poodwill and_good-farth. Taking mto account their. different ..
nationalities, this Agreement shall for the purpose of arbitration

" be given effect and shall be interpreted and applied in confor-
mity with principles of law common to the A.R.E. and the,;
United States and in the absence of such principles, then in
conformity with the principles of law normally recognized by
civilized nations in gencral, including those which have beeil -
applied by International Tribunals.
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ARTICLE XXIV
STATUS-OF PARTIES

(a) The rights, duties, obligations and liabilities in respect of EGPC
and CONTRACTOR hereunder shall be several and not. joint
or collective, 1t being understood that this Agreement shall.not
be construed as constrtuting an association or (;Qrpmfatidn or

partnﬁrship.

-
e gy

(b)  GONTRACTOR, shall be subject to the laws of the place where
it 15 mcorporated regarding their legal status or creation,
organization, charter and by-laws, shareholding, and ownershif; -

CONTRACTOR’s shares of capital which are entirely held
abroad shall not be negotiable in the A.R.E. and shall not be

otfered for public subscription nor shall they be subject to the

stamp tax on capital shares nor any tax or duty in the A.R.E.
CONTRACTOR shall be cxempted from the application, of
Law No. 26 of 1954 as amended, and from Law No. 9 of 19%—1.

(¢) All parties comprising CONTRACTOR shall be jointly:and
© severally hable for  the performance of the obligations.under
this Concession Agreement. | -

- . _H

. . i L‘. -
. 1%— - “-‘H; -

© ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED
 MATERIAL

CONTRACTOR or Operating Company, as the case may be,

-

and their contractors shall :

(a) Give priority to local contractors as long as their prices and .
periormance are comparable with international prices and
performance. CONTRACTOR and Operating Company -
shall, however, subject to the preceding sentence, be exempted
from the provisions of Presidential Decree No. 1868 of 1974,
as amended. o : '
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(b} Give preference to locally manufactured 'I_natﬁrial-,__ equipment,
machinery and consumables so long as their quality and time

""" "of delivery are comparable to internationally available materials,
equipment, ' machinery and consumables. HEwéver, such
~-material, equipment, machinery and::consumables_may be
»imported for operations conducted hereunder.if the:local price

- of such items at GONTRACTOR’S or O‘perﬁ'ﬁng'_';gog_l__j:??-ﬂ?’s
" "opérafing basein A.R.E. is mére than ten (10) pé’i‘d&nﬁ ‘higher-
“than the price of such imported items before customs duties,
.. but after transportation and insurance costs have been added.

L,

(c) Any of the above mentioned payments in (a) and (b) shall be

made in local currency.

SN " o

ARTICLE XXVI

ARABIC TEXT

3

The Arabic version of this Agreement shall, before the courts
of A.R.E. be referred to in construing ov interpreting this Agreement
provided however, that in any arbitration pursuant to Article XXIII
hereabove between EGPC and CONTRACTOR . the English and -
and Arabic versions shall both. be ref crred to_as having equal forece--
In ‘construing or interpréting the Agreement. - - . 77
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If Gas is produced or is capable of heing produced from the

Arez}, EGPC and CONTRACTOR shall in good faith study all
possible economic altematives for its use and decide on the best
alternative for EGPC and CONTRACTOR jointly, The cost and
expenses m the field of producing non-associated gas shall be reco-
vered in actordance with the Cost Recovery Principles of Article VIT.

.y
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Production Sharing Principles of Article VII shall apply to the value

of associated and non-associated gas if sold for export and not used
in operations, flared or re-injected. However, any Gas not exported

outside A.R.E. in a liquid or solid state, or not used in operations
(including re-injection), shall remain in the property of the State and
may be utilized by EGPC and EGPC shall not be liable for payment
to CONTRACTOR of any costs or expenses respecting any past.

operations of CONTRACTOR related to such Gas. Under no
circumstances will CONTRACTOR be responsible for or bear
any cost or expenses incurred for utilization of Gas used internally in

the A.R.E.

ARTICLE XXVIII
GENERAL
The headmgs or titles to each of the Arucles to this Agrcement
are solely for the convenience of thﬁ parﬂes hereto and shall not be

used with respect to the interpretation or construction of Said Articl es.
ARTICLE XXIX .

APPROVAL OF THE AR.E. GOVERNMENT

This agreement shall not be binding upon any of the parties here-.
to unless and until a law is issued by the competent authorities of the
ARE. au’thormng the Minister of Pefroleum to sign said- Agreement-
and giving this Agreement full force and effect of law notwithstan-
ding any countervailing governmental enactment, and the Agree-
ment 1s signed by the GOVERNMENT, EGPC, :and CONTRAC

TOR.

ARAB REPUBLIC OF EGYPT R L e

. . BEGYPTIAN GENERAL PETROLEUM CORPORATION
BY . .
CONQCO CORAL, INC.

BY " e e
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ANNEX “A”
. CONCESSION AGREEMENT

il S .

.' -
L .l ' J

' BETWEEN
AR.E. EGPC AND CONOCO
| CIN

OFFSHORE 'GULFE OF SUEZ -

- BOUNDARY DESCRIPTION

. I_-hf:

Annex “B” 1s an illustrative _map_(ori the scale of 1 700000“sc:a1f_‘1
showing the Area covered and affected by this Agreement, and
divided for convenience only into ten (10) sub-areas.

The Area is bounded by a group of straight lines and in certain

instances by the high tide shoreline of the Gulf of Suez and measures
approximately (1216) square kilometers. It is composed of all or
part of five hundred and sixty six (566) Exploration Blocks, each

complete block of which s one (1) minute latitude by one (1) minute
longitude and measures approximately 2.78 square kilometers ot

surface area.

It 15 to be noted that the delincation lines of the individual
subareas in Annex “B” are intended to be only illustrative and provi-
sional and do not show accurately their true position in relation to
existing monuments and geographical features.

Coordinates of the corner points of each subarea are given in
the following table which forms an integral part of this Annex “A”.
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DU SUBAREA No. |

- - L - L —— - m . . ' cw m I P iy 1w AT ' R hrgem mmrpmr  reiearra ma ' !

-
o= A
¢ "

FE ]

Point No,|  Latitude Longitude © Remarks

e S e ] [k s ¥ i S s S 8 W ey

i
i, o Sy iyl .
- - ] . "

(.- : - P - : . Py : Y enpd A
Y S SRS | ) PR o Y RIS SRS

b - - h“' -:.-'p
| -

1 © | 29°12° 54" | 32248’ 12 | Due southward to point 2

2 290 107 43.5" | 32048 127 Northwestward to point 3

3 .29° 127 547 -32°:46' 03" | Due' eastward to point 1
| | | which is the beginnineg,
~ - | point of this suberea .
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SUBAREA No. 2

Pmnt

No. |

I.atitude

thre longitude °32
51’ 09"
lhigh tide shoreline of
Eastern coast of Gulf

‘ntersects the

lof Suez.

N

29°

290

2G°

29°718f

29° 15" 54 .22

29° 15’ 54 22"

13 13.22

13/

13

'('C-L)A;JAJ

Im_g_gi fude

e J B

Remarks ' .

I
I
r
|
|

" Where

30510 697t

32°

r
I

th:re latltudc

51 06"

290 [57'54.27° inter-

sects the high tide

. shoreline of eastern
" coast of Gulf of Suez

latitude ..
29°13’ 13.22" inter-

sects the high tide

shoreline of Eastern

coast of Gull of Syez

t32° 48" 04.46"

32°: 48" '04.46"

Where latitude 29°
18’ 56” intersects the
hlgh tide shoreline

of Eastern coast of
Gulf of Suez.

L
=
‘-

:r !

- ‘i+ i
-
I 1

*

|

;

Duae Southward - g+
point 2 ,_ ‘.

Due Eastward to poi,nt 3

Sauthcastward . along
e

the htgh tidé“shore
line of Eastward coast
of Gulf of sue.z to

L

point 4:

Due west. to:point 5

- — = L J—=—- . . v e —
-, -

Due Northward
pomt 6
Due east’ ‘to pomt 7

to-

Southe%istWa;rd along

_the ~high . .tide  shore:!

e "o Jﬂt—’

line of antern coast
of Gulf of Suez coast
to pomt [ which 4s the "
bcgmnmg pomt Df this
subalea 2.
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SUBAREA No. 3

——____._____—______-————————‘_—'—__-_——

. e, 4 -

Ccah ™

IR

Point No. Latitude | Longi't'u:cie Remarks

1 '290 100 197 32" 56’ 00" | Due southward to p'ni__n'i.- 2

2 re 09° 007 | 32° 56 00" | Dueeastward to point 3

3 29° 09" 00" 32° 57" 00" | Due southward to point 9

4 29° 08" 007 32° 57" 00" | Dueeastward to pomt >
5 29° 08" 00" 320 58" 00" | Due south;.#zrird to point 6

6 29° 07' OO"H 32° 58 00" | Due eastward to Eoint 7

7 - 29° 077 007 . 390 59’ 00" | Due southward to poiut. 8

3 L 29° 06 00" 32° 59’ 007 Due eastward to _poiiﬂ:‘ 9

9 | 26° 06’ 007 33° 01’ 00" | Due southward to po.i'nt 10
10 ? 29° 04’ 57" . 33° 01’ 00" | Due eastward to point 11
i1 29° 04" 55 49" . 0 33° 03 13 'Due southward to point 12
12 ] 290 04" o8 | 33 0y 1Y Southwes_t}i.'afd_' to point 13

13 ; 29° 02/ 55 33° 102" 14" :Southwcstﬁra”rd to pointl4-
14 290 01* 44”7 | 33° o' 2% Saﬁtheastward to .poi._nt 15
| | N et

15 - 29° 00 457 33° 03 09" | Due sauthxn{grd to poi.rn'i:- 16
16 28° 59’ 33 33° 03 07 Due westward to poi;f-l- lﬂz‘ i
17 28° 59’ 33 33¢ 00’ 03" N;Drthward to point

| .- - ______.———_'—-———__— — - ! -
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SUBAREA No, 3 (cont).

b

LAAY . pl8 YO (3 ( CaL )

A M)l

Lo S 3

Point No. " Catitode  Longitude 0 Remaks
DR
”.E”Am e e e = :: ] B R
18 . | 29° 02 16" | 33° 00° 03’ | Due westward to point 19
19 | 290 02 i 32° 56 49" | Due nortt¥ard fo point 2
20 2% 04 00 | 30 56 45” ' Ebue westward td_ i)oinft 21
21 | 29° 0¥ 00" | 32° 56 00" | Due nprthw;.m.go .pjpi‘nt 22
22 29° 05 00" | 32° 56 00" | Due m;estwar& to point 23
23 29° 05 oo | 3 sy 00" | Due nor;hf;rgm point 24
24 29° 06’ 00" 32""' 55 00" | Due westwm"dnto point 25
25 29° 06" 00" 32° 54" 00" . I.Dlue m-:nrthw'ard lo point 26
26 1 29° 07" 007 32° 54’ t:}f;" Due wegtwardto pdi%: 27
27 ‘ 29° Q7 00‘"?_ ?2‘:’ 53' 06" | Due northward to point 28"
Thg 29° 08 00" | 32° 53 00" | Due westwatd to 'i};miflt:it‘}
o N AP 3
» 29 29° 08" 00 52“ 52 00" | Due nélfthlgaIQEQ,point 30 .
" 30 29° 09' 00" | 3275 00" |Due w%:sfw;v}hrd‘to ﬁoiﬁtE;S‘i:"
3| e 0y 00 | TPSU 00" | Northdasiward B point 7
32 ] 29° 10" 19 | 32° 51" 00" | Duc castwatd 16+ point |

_which is the beginning point

of this subarea 3.
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SUBAREA No. 4

el A ety o il |

Point No. f[ Latitade . | Longitude Remarks
_ - ! o _
:
| - _ -
. 29° 06 00" | 32° 49° 05" | Due castwardto point 3
2 29 06" 00 32° 50 Od” Due seutﬁﬁard to point 3
3 29 05 00 32° 50" Q0° Due eaat\#ard to point 4
4 29% 0y 00 32° 51" 00" | Dae southward to point §
5 29° 04 00" | 32° 51" 00" | Due eastward to pomt 6
.5.* 29° 04" 00" 320 520 Q9 Due southward to point 7
..7 | 29° 03'. 00" 32° 52’ 00" | Due eastward te point 8
q 2%° 03 00 32° 53" 00" Due seuthward to point 9
9 29° 01" 097 32° 53" 00" Due eastward to point 10
10 29° 01" 00" | 32° 54 00" | Due southward to pomt i1
11 - 29° 00" 00 32° 54 Q0" Due eastwarci te point 12
12 29"’ 06’ 0° 32° 5% QY Due soathward to point 13
13 | 28 58 00" ‘| 32 55 00" | Due ecastward to point 14
141 _:_ 28" 58" 00" 32° 56 00 Due seélthward to point 15
15 F 28° 5:7"' ‘00"' | 32“3 56’ 00" | Due eaatvaard_- te point 16
6 2% 57 00" | 3P 56 59" Southwestward to_point 17
17 28° 54 10" 32° 56'52.44" | Southwestward to point 18
18 28° 517 297 32° 56’49 445" Southeastward to pemt 19
19 28° 517 24" 33° 02" 547 Seuthward te pemt 20
20 23‘; 48" 41" 330 02" 547 Due eastward to pemt 21
71 28° 48" 41" 33 04 00" / Due seuthward fo pemt 22
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SUBAREA No, 4 .. .coni.

] -f‘[

o —

I\ a.bfel\

Remark_s

e

Pgint I‘ia | Ifaﬁt_ude_, Lon%itgﬁe
e =
22 .28° 47" 00" 330 04’ 00"
23 28° 47 007 | 33° 05 5S¢
24 28° 45" 417 33° Q5 S6°
25 28° 45 41”7 | 33° 06° 00"
26 “28° 45" 0C" 33° 06" 00"
27 28° 45 00 33° 05’ 00"
ng 26° 43 00" 33° 05 00"
29 28° 43" 00" 33° 04 00"
20 28° 39’ 54” 33° 04’ 00"
51 iSﬂ 377 37" | 33° 02 14
32 28 36 15 330 o4 . 31
33 280 35 05° | 33° 03 33"
,:{4h 28° 330 447 330 05 55°
35 28° 22¢ 21" | 33° 137 43"
36 28° 21" 04 33° 12 26"
37 123“ 20" 41" 331° 100 32
38 28° 28" 58" 33° 05 20"

R e el b ) ]

{-s

{

" ok ol — — —— ' ‘-.plﬁ—-_ulﬁﬁ-_.-q. Enbinliyyrtl, el oy A= e s

.i

Due eastward; fo pmnt 23

R "'-".‘5.)
D ue southward to pomt ?4

PDue eastward to- peifit_ 235,

Due south%ﬁ%f‘d to point 26

Due we:stward to point 27°

Due southward Io pmnt 28

Due westward to point 29
Due soutpw_ard to point 30

Southwestward to point 31

Southeastward to point 32

-
F

- Southwestward to point 33

Southeastward tp point 34

Southwestward to point 37

Northwestward to point 38

. .
4= =

q"lq:‘ “'#‘
- o

%

.Southeastward to point 35

Southwestward to point 36
SR s

Northeastwird to point 39
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SUBAREA ‘No. 4 (cont.)

Poiit No.

L]
o kgl -

39
40
41
2

43

45

46
47

48

49

20

28°

28%

28°

28°

28°

28°

29°
29°

29°

29°

29°

347

36’

35

44’

52

mf
05’

05

05

07"

197

47"

04"

46"

00!'!'

55"

107

m#
00#’

00"

09”

42"

ki, el - -

33°
33°
32°
32°

32°

32°
32°

32°

01’

m.\'

56’

37’

55'

48"
48"

47"

47"

48’

22"
AL
55"
53"
14"

30"

127

12"

50"

50"

12°

sy A e

“Northwestwird to point 40

| Northwestward to point 41

Southwestward to poind 42

Northwestward to point 43
Northeastward to point 44
Northwestward to point 45

Northwestward to po'nt 46

— ——

. Due northward to point 47

Due westward to point 48

Due northward _tb point 49

Northeastward to point 50

Southeastward to point 1
which is the beginning point

of this subarea 4.



\AAY 4w ! 3 Yo & (’-Cg\:-,) A oAl d s o) \ ¥

ere——
e . g

. ((e»'_g.i_, e, il 4zl

Sl G & gl do V& joydldes | Azl

G A osteme | vy Tia vy | YA Toa ey \
valaall

Jl Jﬁf‘: E:J:L#_ \&:T:L. GT( ‘-’ .ra \ ﬁ' {x\ - YI\ ,ra fr. #. .f | '\/
FUFR '-

| 2 , » \ 5 ) ”

Jop oy lg=a | YT oy Y YA oY -8 Y
6 iz . _ :

Sl 3y Lz Yy ol '”H YA ;_°\ ﬂa d
o Azl |

JL Jj.ﬁ 8 \4.;:::2- DT"Y IGY '?0"1 YA Ii 9 " N o
5 dlzd:l) ‘ |

S oyl | vy Jor ¥ th e | S
v ikl B

JL 3 a0 e lgomte Yy ‘o o YA ‘tY oV y

A akadl

Jl o F g lg2e2s 0\“ v oo \Y YA YA ”fi A
q dki) -

d!_ ‘-;_}":' (S g mem lé’!‘:‘ - GT'\" Iaa ‘- . YA ;‘j}"\ -ﬂ"’ . . )

i osmlgme | YY Ton oy YA ve "4 \ -

Los- s delftlﬁ;p:.:; DT"\‘ ‘s6 \o J _,a”.]a:— éslm Aae

i :U"Hp 2 ...Ud‘aﬁ\,\l\ ; ‘:Jl | :Ql BY-
TR T
. ‘-J*i-, G"' C:LL d ;nj C} l.....u

VY izl | u,..;_}ﬂl\ ’

] aniems Sl L - . L e ol e e L B - TR T — 1,




SUBAREA NO.
| :
Point No. Latitude  Longitude Remarks
P ] )
1 28° 758;'1 | ;0~7*3’f 5 32‘5 48 12 ‘Southeastward to point- 2. |-
K
2 11 28° 54 02" [32° 51’ 04" ! Southeastward to point 3
3 28° 52 09" (32“‘ 52 037 Southwéstward to point 4
| | -
J " + "’ o .
4 | 28 51 55" 132° 51’ 29" | Southeastward to point 5
5 ( o8 49’ 06" 132° 52" 56 Southeastward to paint 6
6 } 2587 48" 15 1390 53" 41" | Southwestward to point 7
x -
70 280 42 57" (32 53 sp° | Southeastward to point 8
]
8 28° 38 24" 43*2& 550 12” Southwestward to point 9
b : o L . h
9 i; 28 38" 20" 32° 55 Q0" Southeastward to point™ 10
-1 | e | —_
il %> 24" 167 120 56 537 Southwestward to point 11
1] |Intersection of longit- 320 3557 |« Northwestward along the

uds 32° 55" 15" with
the high tide shoreline

!

of western coast of
| Gulf of Suez.

high tide shoreline of west-

| ern coast of Gulf of Suez

to point 12.

!
! .;
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SUBAREA No. 5 H(conr).r

. 1
PointNo.

\
bo

12 |Intersection of longit- |
ude 32° 51* 42" with
the high tide shoreline
of western coast of

Gulf-ef Suez.

.13

14

16

17

Latitude |

- o e =t R T

i Y-

289 38" 04°

280 49! 1 8!‘! |

28° 49’ 34"
28° 57" 00"

28° 57

- Longitude

3i" 51" 427

32° 48" 32°

0C*

320 547 22"

32° 49" 127

32° 45 17"

32° 48" 127

i 03 ¥0 B ((@bn) A M — L) sy Il

Remarks

Northeastward téfpb"iqt'- 13

Northwestward to point 14
Nortneastward to point 15

Northweslwdrd to point 1€

A

Due eastward to point.17 -

Due northward to péint 1
-‘which is ~the—-beginning
point of this subareca 5
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SUBAREA No. 6

el r- r Tl

R P .

~ F— b il
v iy,

Point No: | - Latitude - - Longitude Rgmarks |
1 . 28° 15" 58" 33219 02° Seuthwa;dfi to - point 2
2 : | 28014’ 38" 33° 19/ 00 Due elastWarél to point 3
3 28° 14’ 38" 33° 197 20" |- Soutlﬁvard to ..'lpﬂin;. 4
4 - i 28913 16" . 33° 19 207 “Westward o point 5
| | i_
5 28° 13’ 167 33° 17’ 34" Northward "’td’ "point 6
6§ | 28° 15 58" |  33° 17 34" Fastward to point 1 which

is the beginning point of
this subarea 6.

] 1
____-———'_'—__“-__ S S o
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SUBAREA No. 7

Point No. Latitude ~ Longitude Remarks
1 28° 10" 07" | 33“’ 23’ 217 | Due southward to point 2-_ |
2 ‘ 28° 07" 507 33° 23" 21° Northwestward to point 3
:
| | |
3 ! 28° 07’ 507 33° 20’ 16” Northwestward to point 4
| .
l .
4 28° 08 06" | 33° 20’ 0F Northwestward to point 5
| ‘ ;
| o L
5 28° 10" 07" 33% 19* 00" | Southeastward to point 1

| which is the beginning
\ point of this subarea 7
{ _
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SUBAREA Noe. 8
Point No. Latitude Longitude. Remarks:_ |

1 28° 04’ 59" |  33° 28’ 34" | ~Southeastward-to.point.2-
2 28° 02/ 127 33° 32" (9" Southeastward to point 3

T —_

|

3 géﬂ 01’ 23" 33° 32" 117 | Southeastward to point 4

a | |
4 | 27 58 43" 33° 35" 06° | Due southward to point 5
5 27° 57 43 33° 357 06" Northwestward to point 6*
6 28° 02 34" 33° 28’ 34" | Northeastward to point I

S U which is -the beginning .

‘ ~_|]. __point of this subarea 8
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SUBAREA No. 9

—

e -— -_—
Point Latitude Longitude Remarks
- No. |
- ,r — ~ |- _
1  (Where longitude 33° - 33° 32 59* Le southwestward to

32 59" intersects the

of Suez.

L T S,

27° 47" 14"

27° 45" 037

high tide shoreline of

western coast of Gulf

- —— —— — —— ————

|-

33° 3¢’ 407

Where latitude 27°
r _

45" 03" _intersects

the high tide shore

| line of western coast

=

| of Gulf h of . Sue:z.

|

point 2

Due southeastward to
point 3

Along thé: high tide
shoreline of th westt
ern coast of Gulf of
" Suez to point 1 which
i the beginning point

of -this subarea.
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SUBAREA No. 10

Point No. Latitude Longitude Remarks
1 . | 28°45' 53" | 33°09'00.11" | Due southwardto point 2
2 28° 437 11.427 | 33° 08’ 56.87" | Due ecastward to point 3
3 28° 43/ 09" | 33° 10/ 00" | Due southward to point 4
1| e . | _ |
4 980 40 197 - 33° 10/ 00"' | Due southwestward: to
| point 5
. { '
5 | 28° 39" 46" 33° 09’ 35 | Due southeastward to
| ‘, | : |  point 6
R T R v 33° 10’ 15" Due southwestward to
| | | | point 7
7 | 9g0 307 43" 133° 09’ 44" Due northwestward to
B . - SO _ point g8 - o
8 | 980 40’ 34" 33° Q6 37" Due northeastward to
| — point 9
Ay
9 | 28041’ 07:! B 1'3.3'-'} 08;'1 00° l Duc northward "tO POiIlt 10
10 | 980 45 53* | 33° 08" 00" Due eastward to point 1

which is the beginning
point of this subarea.
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CONOCO CORAL MARINE
CONCESSION

SCALE 1:700,C00

ANNEX “B”

'PETROLEUM CONCESSION
AGREEMENT BETWEEN

A.R.E. GOVERNMENT
| & E.G.P.C.
& CONOCO

IN MIDGULF MARINEAREA
GULF OF SUEZ BASIN

SCALE 1 ; 700,000
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ANNEX “C”

LETTER OF GUARANTY

LETTER OF GUARANTY-No. _ CAIRO ;.3__.-:..-_4

EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen 3 .70

The Undermgned NATIONAL BANK OF EGYPT, as Guaran
tor, hereby guarantees to the Egyptian General Petroleum Corpora-
tio"(hereinafter referred to as EGPC) to the limit of Eighty Million
(80,000 ,000) Dollars in US Currency the performance by CONOCO

CORAL, INC. (heremafter referred to as CONTRACTOR of its
obligations' required for exploration operations to spmd a minimum

of Eighty Million (80,000 ,000) US Dollars during the initial four {4)

years of the exploration period under Article IV of that certain Con
cession Agreement (hﬁremafter referred to as the “Agreement”)
covering that Area described in Annexes “A” and “B” of said Agrec*

ment, by and between the Arab Republic of Egypt (hereinafter

referred to as “AR E ”), EGPG and CONTRACT OR dated

28/2/1982..

it Js_undmstood that this Guaranty ‘and. ihﬁ-—llabﬂlty of the

Guarantor hereunder shall be reduced quarterly, during the period of

expenditure of said eighty million (80,000,000) US: Dollars by the

amount of money expended by CONTRACTOR for such exploratlon
tc:tabhshed 'by ‘theé ]omt‘ written statement of EGPGW and CON
I‘,!.LCTOR : o . o . N H.;....., STIRE

- 'h- :L
-t

In the event of a claim by EGPC of non-performance Or Sut-
render of the Agreement on the part of CONTRACTOR prior to,
fulTtment of said minimum expenditure obligation unider Article TV’

r"'!
..:- --l-l-IJ
*

3

of this /igreement there shall be no liability on the undersigned

Guarantor for payment to EGPC unless and until such liablllty has
been established by written statement of EGPC setting forth the

amount due under the Agreement.
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Jt 1s further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only pro-
vided that the Guarantor will lrave been informed in writ-
ing by CONTRACTOR and EGPC that the Agreement
between CONTRACTOR,, AR.E. and EGPC has beconic

effective according to its terms, and said Guaranty shall
become effective on the Effective Date of said Agreement,

N

(2) This Letter of G-uaran-ty shall in any event automatically
exXpire :

(a) Futy-four (54) months after the date it becomes effe
ctive, or |

(b) at such time as the total of the amounts shown om -
quarterly joint statements of EGPC and CONTRAC-
TOR equals or exceeds the amount of said minimum
expenditure obligations.

Whichever is eattier. .

(3) Consequently, any claim in respect thereof should be made
to the Guarantor prior to either of said expiration date at

the latest accompanied by EGPC’s written statement,
setting forth the amount of wnder experrd.:ture- byr CON-
TRACTOR to the effect that :

(@) GONTRACTOR has farl’ed to perform Its expen-
diture obhgatwns referred in thJS Guaranty, and '

(b) CONT RACTOR has failed to pay ‘thé- expendnure ’
deficieney to EGPC -

We dectare that on msumg thid. Guaranty we did not exceed

the limit of total guaranties which we are entitled to issue as per
Mmistry of Economy, s Ietter No. Dated -

Please return: ta ws this Legtex of Guarmty 0 the event it docs
not become effective, or upon the expiry date.

Yours faithfully,
For .

Accountant Manager
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ANNEX “D”

T CHARTER OF
CORAL PETROLFDM CEO EPAN”

ARTICLE I

A joint stock company having the nationality of the ARAB

REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions of the
Agreement referred to below and of this Charter. |

‘The Company shall be subject to all Jaws and regulations in force
in the A.R.E. to the extent that such laws and regulations are not
inconsistent with the provisions of this Charter and Agreement refer--
red to below : ‘

ARTICLE II |
The name of the.Company is “CORAL Petrolenum Company”,
abbreviated as “CORAPETCO”.

ARTICLE III

The Head Offlce of CORAPETCQO shall be in the AR. E m
(‘mm '

L}

- ARTICLE IV

The cbject of CORAPETCO is to act as the agency thr ough
which EGPC and CONOCO CORAL, INC. as CONTRACTOR
carry out and conduct the Development operations required in ac-
eordance with the provisions of the Agreement signed on the twenty-,
eighth day of Feb., 1982 by and between the ARAB REPUBLIC OF
EGYPT, THE EGYPTIAN GENERAL PETROLEUM CORPO--
RATION and CONTRACTOR covering petroleum- operations in
PONOCO CORAL MARINE Area descmbed therem

CORAPFTCO shall alco be the agency to car:ry out and eonduct '
exploration operations after the date of Commercial Discovery pur-

suant to CONTRACTOR’s Work Program and Budget approved -
m accordance with the Agreement.
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CORAPETCO shall keep account of all costs, exXpenses and
expenditures for such operations under the terms of the Agreement

and Annex “E” thereto.

CORAPETCO shall not engage m any business or undertake
any activity beyond the performance of said operations, unless other-
wise agreed upon by EGPC and CONTRACTOR. h

ARTICLE V

The authorized capital of CORAPETCO 1s twenty thousand
(20,000) Pounds Egyptian divided into five thousand (5,000) shares
of common stock with a value of four (4) Pounds Egyptian per share
having equal voting rights, fully paid and non-assessable. |

FGPC and CONTRACTOR shall each pay for, hold and own,
throughout the life of CORAPETCO referred to above, onc-half

(14) of the capital stock of CORAPETCO provided that only in the
event that either party should transfer or assign the whole or any per-
centage of its ownership interest in the entirety of the Agreement,

may such transterring or assigning party transfer or assign any of
the capital stock of CORAPETCO and, in that event, such transferr-

ing or assigning party (and 1ts suCCESSOLS and assigns) must transter
and assign a stock interest in CORAPETCO equal to the transferred

or assigned whole or percentage of its ownership interest in the
entirety of the said Agreement. - '

ARTICLE VI

'CORAPETCO shall not own any right, title, interest or estate
n or under the Agreement or any development lcase created
thereunder or in any of the Petroleum produced from any exploration
Hock or 'developmént lease area thereunder or in any of the assets,
equipment or other property obtained or used in connection there:
with, and shall not be obligated as a principal for-the financing
‘or performance of any of the duties or obligations of either EGPC

or CONTRACTOR under the Agreement. CONTRACTOR shall

not make any profit from any source whatever.
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ARTICLE VII-

CORAPETCO shall be no more than an agent . for EGPC and
CONTRACTOR. ‘Whenever it is indicated herein that CORAP-
ETCQ shall decide, take action or make a proposal and -the like,.
it ‘is understood that such decision or judgement is the result of the
decision or judgement of CONTRACTOR, or EGPC and CON-

TRACTOR, as may be required by the Agreement.

ARTICLE VIII

"~ CORAPETCO shall have a Board of Directors consisting of
eight {8) members, four (4) of whom shall be designated by EGPG
and the other f0u1 (4) by CONTRACTOR. The Chairman shall
be designated by EGPC and shall also be a Managing Director.

CONTRACTOR shall designate the General Manager who shall

also be a Managing Director. .

ARTICLE IX

Mectings of the Board of Directors shall be valid if a majority
of th= Directors are present and any decision taken at such meetings
must have the affirmative vote of five (5) or more of the Directors;

provided, however, that any Dlrector may be represented and vote .~
by proxy held by another Director.

ARTICLE X

General meetings of the shareholders 'shal.il be valid if a ma-
jority .of the capita] stotk of CORAPETCO is represented thereat.
Any decision taken at such meetings must have the affirmative

vote of -sharcholders owning or representing a majority of the
capita! stock.
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ARTICLE X1

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of COR-
APETCO employed directly by CORAPETCO and not assigned
thereto by CONTRACTOR and EGPC.

The Board shall, in due eourse, draw up the By-Laws of COR-
APETCO and such by-Laws shall be effective upon being approved

by a (GGeneral Meeting of the Shareholders, in accordance with the. .

provisions of Article X hereof,

ARTICLE XII

CORAPETCO shall come into existence within thlrty (30) .

days after the date of Commercial Discovery as provided for in the

Agreement. )

‘T'he duration of CORAPETCO shall be for a period equal

to the duration of the sald Agreement meludmg any renewal _

| the reof.

It qhall be wound up and 11qu1dated if the Agreement referrecl

to above is termmated for an}f TeAson as provxded for therein.

- b ‘ II . LY - b -
" - ¢
i-.-..“.h.-u"' . I - - * - S
' -

Sk, ,

EGYPTIAN GENERAL PETROLEUM CORPORATION



\aAY 4 s Yo O ( C:l: ) A ol s M s o W-¥

.
( A ) ool
L riarladl o3 f
’ (: | (- s EJL;.I.I ) “ h
WA SR
| u._.aL__» =\

s e el dYE 48lat oy ul_g‘}’ﬂ SYREAINE I I I e LR N

L_J‘D-E&L-ﬂ\-“ u.a_a.J g_.!\ﬂ.sja) (5\3 L;._,_Ba ® (.f-'-“ L_,J‘J ‘.ﬁj ,_)J,{.-J_} uy.db:.“ fu:-j‘
. n::-.:..u‘ ‘u AJMM..«L‘ 'd.......w‘p:“

o g 5 > L;:nUJ Y'Y’ ;-fjll'ﬂl' a3L51 lias ¢ 4:3153’\ » C )

Ld_ ¢ UjLal\ t_a)&z: Lshﬁ}” ol .1::\ aL.m O« s JuJb ffla.ll _,u: ) ( )
J.ujb LB O ¢S
A s bl ;"_‘-'JBL_.A _ X

RPN S uuum R il J il ﬁ..s.a; (1)
Lagp (Vo) rie 4 I ¢ bl S & N1 e el i

> gl LLY C.; uﬁa-h..ﬂL.A..J bu du_,a. WC)JS‘QLQUA
'L__,g..ﬂ Lyl ) B u:sn.ll Sohdoas Gikazll 511y 4zl
e e S e Ju D el e gl

(1) o s I3k UsEls 4l Slleally LGN T 0w ()
‘L-c..,..“ ;._.!It..lw A__ ool ij‘.d‘_gr ‘Li.kl‘ .'.':j:.'aj‘ sy 4:.5 d‘-,.g:-:v'
‘._ALJ-L\ ,.:}b @jﬁmw 1-’S‘M‘L _,UC'.a-..“_g
4—:-\“ Jﬂj"bjdo‘u'(“’d‘“'}‘}“ .3_’...)01 nﬂl‘..gﬁnJgh.Jﬂ

*'} h 5 O‘i L_..nﬂl:.'v‘ 4}.3[!; _;\:J‘ ‘..l_”)



V@@ AAAY A s ve 253 A MJ‘ 4"‘“""".7“ ‘"“.A;"”

B g e s o IR

ANNEX “E”
AGCOUNTING PROCEDURE '
ARTICLE I ' -
* GENERAL Pi{oviSIONs S . e

1. Defindtions

The definitions contained in Article I of the Concessmn
Agreement shall apply to this Accounting Procedure and have
- the same meaning. Certain accounting terms herein used are

defined as follows :

a. “Agrccmmt means the Goncessmn Agrccment 0f whmh
this Annex 1s a part . |
b.  “Non-Operator’” means the parties to the A greement other

than CQNTRAC’[___'OR w!len it is peﬁommg_ work,

2. Statements of Adtwity | s

a. CONTRACTOR or Operating Company, as the case may
be, shall pursuant to Article IV of the Agreement, render
to Non-Operator within fifteen (15) days of the end of
each Calendar Quarter a Statement of E}_Lplorauon'

—— e e . r— - r——a—an

CE T Ny R S,

Activity reflecting all charges and credits related to the

5

Exploratmu operations for that Quarter summarized by
‘appropriate clasmﬁ:catmns indicative of tht: nature thercof

b, Operating- Company shall render to EGPG and: CONT o
RACTOR within fifteen (15) days of the .end.of each

Calendar Quarter a Statement of Developm-ent and Ex—

plc:rntmn Activity reflecting all charges and credlts related
- to the Development -and Exploration operations for that-

quarter summusized by appropriate dassifications indica--
tive of the nature thereof except that items of controllable

material and unusual charges and credits shall be detailed. -

- iy
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3. - Adjustments and Audits

- g"

Fach Statement of Exploration Activity shalk coneluswel?

be presumned to be true and correct aftey three (3) months .

following the receipt of each statem,t.mt by EGPC unless
within the sacd three;(S) months "EGPC takes written ex~ -

- ception theret‘o pursuamt to Articfe FV (f) of the Agree-
 ment. During said thwee {3) months period supporting

documents will be avaitabte for inspecton by EGPC during
all working heuts, CONTRACTOR will ‘have the same

andit rights on Operating Company statements as EGPU |
under this 'su]_:)-pa_mg;aphf - .

Al] Statements of Activity for Development for any Calei-
dar quarter shall conclugively be presumed to be true and
correct three (3) months following the receipt of such .
statement unless within the said three (3) months pericd
EGPC or CONTRACTOR takes written exception
thereto. Pending expiration of said three (3) month$
EGPC or CONTRACTOR or both of them shall have
the xight to audit Operating Company aecemnts records, -
ared “supporting documents for such quarter in the same
manner as provided im Amcle IV (f) of the Agreement

A m—— -
_____ el —

4. Cur:_'encj Exchange

CONTRACTOR’s -books for Expforation and Operating

Company’s books for Development and Expleration, i any, shall™
bCkat it the AR E. 1 USM].&IS AR TIS Doliar expemiitureg

Hsha]l be charged in the amount expended.® All Egyptian Pounds
expénditures shall be translated to US 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-
ded, and all other non-US Dollar expenditures shall be transla-

ted to US Deoliars at the buying rate of exchange™for such
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currency as quoted by National Westmimnster Bank Limited,
London, at 10.30 am GMT, on the first day of the month
which expenditures are recorded. A record shall be kept of

the exchange rates used in translating LEgyptian Pounds or
~ other non-—US Dﬂllars expendltures to US Dollars _ '

. .

LW _hlj-

5. Pr.eeedence af Dacuments

In the event of any mcons,steney or conflict between the

provisions of this Accounting Procedure and the provisions of
the Agreement treating the same subject differently, then the

provisions O'f the Agreement shall prevaﬂ,

T

6. Remswn of Accountmg Pmcedw*e

By mutual agreement between EGPC and CONTRAC{ |
TOR, this Accounting Procedure may be revised from time to
time in the light of futme arrangements: | .

/. No Charge for 1 nterest on Investment

Interest on investment or any bank fees or charges shall
not, at any time be charged as reeeverable cost under the

Agreement

— ARTICLE II o
COSTS EXPENSES AND EXPENDITURES

Subject to the prm 1SI0NS of the A greement, CONT RACTOR

shall dlone bear and, _directly or .through Operating Company, pay’ -
the following costs-aud expenses, which costs and expenses shall be
clascified and treated in accordance with Article VII of the Agree-

meint.

iy

1. Surface Rights : | e

All direct costs attributable to the acquisition, renewal of
relmquishment of surface rights acquired and maintained in

force fer the Areca.
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9. Labour and Related Costs

A.

4

Salaries and Wages of CONTRACTOR’s or Operating ~

Company’s employees, as the case may be, directly engaged

i

in the various activities under the Agrcemént' including

salaries and wages paid to geologists and other employees. -
who are temporarily assigned to and employed in such-

activities. Such salaries and wages to be certitied by a
cerified public accounting firm. '

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACGTOR's

policies and amendments of Laws applicable to salaries. For -

the purpose of this paragraph 2, and paragraph 3, salaries-

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 B below.

B. For expatriate employees permanently assigned to Egypt @

1. All allowances applicable:to salaries and wages;

2., Cost of established plans; and

3. Al travel and relocation costs of sudh expatriate empl-

oyees and their families' to and from the employee’s

country or point of origin at the time of employment,

at the time of separatidn, as a result of transfer from

one location to another and for vacation (transportation

costs for employees and their families transferring from

A.R-E. to another location other than their counfry of
origin shall not be charged to A.R.E. Operations).
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Costs under this sub-paragraph 2.B shalll be equal to

seventy (70) percent except for employees whose families
have not been transferred to A-R.E., in which case the

percentage will be fifty (50) percent of basic salaries and
wages paid for such expatriate personnel including those
paid during vacations and sick leaves as established in GON-

TRACTOR’s international policies, chargeable under sub-
paragraph 2 A, paragraph 9 and sub-paragraph 11.A and
C of this Article 11 '

However, salarics and wages during vacations, sick
leaves and disability are covered by the foregoing percentage.
The percentage outlined above reflects CONTRACTOR

actual costs as of the Effective Date with regard to the fol-
lowing benefits, allowances and costs :

|. Anticipated termination of lease contract in ARE,
or abroad.
2. Houschold implements transportation in ARE. qQu

abroad (round trip) \
3. Clothmg equipment allowances.
4. Expenses connected. with _departures and arrival of
employces and their familses.
Accruals of seniority indemiuty.
6. Charges for social security and insurance such as :

~— Retirement plan

— National Health Insurance

—  Unemployment Insurance
— Accident and disability Insurance

—  Extraordinary Insurance.
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7.

8.

I

10. -

11,
12,

Contractual travel expenses of employees and their
families.

Emess luggagc

Rccrcatlonal allowances . R

-
"

Medical assistance to employees and their families

in or outside ARE

Housing and utilities allowances.

Education allowance (chlldren of expatnatc emn-

- ployees) and educational assistance.

13. Sle’ttle’ment allowance in or outside A R.E.

14,

15.

16.

Contribution for resettlement expenses at repatriation.

Vacations, sick leaves and disability salaries or ex-

penses.
I ~ i.'f+' |

An'y other costs, allowances and bencfxts of a hke

" nature - as establmhcd“xrrﬂONTRﬂCTOR’s inter-- -
 national. policies. =~ T D

The pércentages outlined:above shall be reviewed at

intervals of three (3) years from the Effective Date and at
such time CONTRACTOR and EGPC will agree on new

percentages to be used under thJS paragraph

!f .- -"" -

Rev1smns of the percentagcs will take into considera-

tion variances in costs and changes in CONTRACTOR’s
international policies which change or exclude any of the
above allowances and benefits.

L

The revised pcrcentages will reflect as’ nearly as

possible -CONTRACTOR’s-. actual costs of all its esta-.
blished allowances and benefits and of personnal transfers.
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(c) For expatriate. employces temporarily assigned to Egvpt

all allowances, costs of established plans and all travel
and all travel relocation costs for such expatriate as paid
in accordance with CONTRACTOR’s international poh
cies such costs shall not include any admmlstratwe over-
head other than what is mentioned in Artlcle I111bh.

(d) Costs of Expenditures or contributions made pursuant to

law or assessment imposed by govemmental authority
which. are applicable to labour cost of sal.aries and wages

as provided under sub-paragraph 2.A and 2.B, paragraph 9
and sub-paragraphs 11 A and 11.C of this Article IT.

Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits bn a
basis similar to that prevailing for Oil Companies operating
in ARE. all as chargeable under sub-paragraph 2.A
paragraph 9 and sub-paragraph- 11.A and 11.C of this Article
II. Severance pay will be charged at a fixed rate applied to
payrolls which -will-equal an amount equivalent to ‘the maxi-
mum liability of severance payment as required under the

A.R.E. labour Law

.._: . *5 3
wh A w w e
-+

- -\-!J"l' - ~ - =
e

Material

“Materal, equipment and supplies purchased .o_r furnished
as such by CONTRACTOR or Operating Company.

(a) Purchases

Material, equiﬁment and supplies purchased shall be at
price paid by CONTRACTOR or Operating Company
plus any related cost and after deduction of all discounts
actually recerved.
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{b) Material  Furnished by GON' TRAC TOR _—

4 AT gy T -?W-"'.':ﬂ oy 2 gy e !.'1-.3--": IR T CRNEE PR 3O TE, i

Material - required for operauons shall be purchased
dllLLtIy whenever pracucable except that CONTRAC-
TOR may fumlsh such material from CONTRACTOR's

affiliates | stocks outside the AR.E. ander the following
" conditions :

1. NewF Materia!.Condftimz “A”’

New material transferred from CONTRAC-
TOR’s affiliates warehouse or other properties shall
be pnced at~cost, provided that the cost of material

supplied is no- hlgher than international prices for
material of similar quality supplied on similar terms,
prevailing at the time such material was supplied. -

2. Used Material ( C'ondiﬁan “B” and "C”) _

~(a) Material which is in sound and serviceable con-
dition and 1s 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.

- 7(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 percent (50%) of the price of new matenal

@ Material which cannot be "'classifitd as Condition

“B” or Condition “C” shall be priced at a value
commensurate w:th its use.

(d) Tanks, buildings and other equipment invblvingh
erection costs shall be charged at applicable per-

centage or knocked-down new price.



VAAY Lo jlf.e Yo CCL ) J-\.n.” LA:,...»J” a-i.:JalJl \V e

i, iy

3 Il e byl 5 Sl ()
wdd gl Oleddl e jadn ol Ky Les ey Aol ll Ul e Y
-l_,._!l-Ul du.wﬂ..![ Jtui.! 'N L.-LM .}‘_’A .3_,:!'-' ‘UL'J- d‘, + .}\Jll ﬂ-LgJ CT‘.J.I _’T C"""l‘

. *@/b’, 3t Gl e 4l ies Jalal bt e WU 5LBIL

: C&Lnl.-.” C:*“’"J ;Jld_g- Jas c.a_JLC -_— O

o Jalall AsiT 5N Dl Slu 451 o1l claadl i (V)

rj"” u_m S osdedl 3 dadiall Jledt ‘}a.Jl_g Saadl Dl s (u)
Ldhoows (31 it gl s 8 palpull Sl 51 it 5, Al
J._,q; s ,415Y Jsl_all o PPERC Lq-lA:hai (5] _;;|_ O 9ab ol Igads 4

o Jsl_all

A 30T G I bl s Bkl g3 G ()
e T | "I l . Y

|
N4

: _CL*L-\....._:;J — "
e el sladdl (1)
. _;«Ul Leasd i AUy Sl L,.w.mb 43l )

4L_.-JU| uS_,..“ ﬂ\ J_glﬂ.l.l q| é 4...‘..5}‘ l.g: Coals u..“ o laoael | 4-4.16 ( )

DAy &gl 055 (s oper ) 7ol 5l gols S sl G L
i5g Il U_;Cll; Lol Shasd b (,,g\ of L wldl olS JI;
gl 51 =Y Jdlatly Lo bl OMoennd] p_ds oo
Logl paiiy o ade Gdn gl " u,»LJ e cl> Yoo =X
A ) Lg,fﬂ Sleg ilb g.ﬁ:'i ot g dm Il S8, J gl

o dde 5in Bl el “:“-“4’.9 dwdis Slids



VYA VaAY L Ll L6 vo & ( b b A sl i ;.gf_li

S Al Pl P i S L T ek b . - b T i | A NI T R s ¢ n s e

ﬂ_h_'di—Iﬂ—-—-—-ﬁ_h‘___._.l.-ﬁh.- g

-

(¢) \\f’ar*raﬂty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material fur
nished beyond or back of the dealer’s or manufacturer’s
guaranty ; and i case of defective material, credit shall
not be recorded until adjustment has been received by

 CONTRACTOR from manufacturers or: their agents.

G
.

Iransportation and Employee™Relocation Costs :

. SR
A) lransportation of equipment, materials and supplies neces- *

sary for the conduct of CONTRACTOR s activities.

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

paid by, or for, employees in the conduct of CONT-
RACTOR’s business.

C)  Imployees transpoitation and relocation costs for National
employees to the extent covered by established policics. ®

6. Services

a. Outside services,

The costs of contracts for consultants, services and utili-
ties procured from third parties.

b. Cost of servides performed by EGPC or by CONTRACT-
OR or their Affiliated Companies “in facilities inside or
outside the AR.E. Regular, recurring, routine services,

~such as interpreting magnetic tapes and/or other analyses,
shall be performed and.charged by EGPC and/or CONT:
RACTOR or their Affiliated Companies - at an agreed
contracted price. Major projects mvolving engineering
and design services shall be performed by EGPC and/or

LGONTRACTOR or their Affiliated Companies at a
negotzated contract amount
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c. Use of EGPC’s CONTRACT()R’S or their Affiliatcd
Companies’ whohy owned equipment shall be charged at
a rental rate commensurate with the cost of ownersmp

and operation, but not in excess of competltwe rates cur-
rently pleva_llmg in the AR.E

d CONTRACTOR’S and its Affiliated Compames rates

shall not -acludé any administrative or overhead costs
other than what i_s mentioned m Article 11 11 (b).

/. Damages and Losses

All costs or expenses, necessary to replace or repalr da-
mages or losses incurred by fire, flood, storm, theft, accident or
any other cause not controllable by CONTRACTOR or Ope-

- rating Company through the exercise of reasorable diligence.
- CGONTRACTOR or Operating Company shall furnish EGPC

~ written notice of damages or losses incurred in excess of ten
thousand (10, OOO) US Dollars per occurrence, as soon as practi-

~ cable after report of the same has been recelved by CONT-
- RACTOR or Operating Company. '

6. Insurance and Claims .. ... SR

The cozt of any’ public liability, property, damage and
other insurance against liabilities of CONTRACTOR, Opera-
ting Company and/or the parties or any of them to their em-
ployees and/or outsiders as may be required by the laws, rules
and regulatlons of the GOVERNMENT Or as the parties may

agree upon. The proceeds of any such® insurance or claim

collected shall be credited. against operations.
'If no insurasce is carried for a-particular risk, all related

actual expenditures incurred and paid by CONTRAGTOR or
Op*’*ratmg Company in settlement of any and all losses, claims,
damagqs, Judgements and any other expenses,-including legal
services, = . -



!

VAY A i vo 4 mb ) A sl S JI B 2l VY G

e o T T

:-J--'L-Li ti-v L,_J\-E‘j’ﬂal‘-—-lc\

Porugegieyalialies - rul L

Silsedl ol Jolowdl o A e Oheeddls Kmall deiadl 015 el
Jisdl e o bl b gl Ty s Oy Gl O oLl DI
o e Gy e ailll O gadde A L-f_;...‘jl e geendl il Gl g uiJ.pLJ.I
Obel oV o 4.«14:,.-'_5 Coedl Ollee v g2 JS A5 g ol sia £i%
o ddoall dedodl doniol]

: ‘lgjjhul ;_..:LQ_JJ.‘:,“ — ¢

e . . ml- -

a5 g 1 el T ol 5 i 31 lisally il Gl
L6 5 rans leiomdl bl N3 & Loy ¢ kil Blend ol i SN
Ao Oy {Mﬁj"d&b ‘,U.\Sy.u.l: uwua_,m_,ﬁhﬁgh
¢ aslaNl sda 3 Lk u@ 3—=ad Sl deal Sz e &l ot Gl L
LY odm ol LT o G b (o Lot 3 0060 31 Aladl s 5l SUAS,
s131 4o g 4_Jlhaa Lgfi_p'icé;(;am sl 3 r—GJJ\ &J;Tulod_,_..a:dl ‘_}.*,:
C_ll.;l‘ e OUae 51 gsles Hla cslS l.ﬂ; o 43layl C‘,..ﬁy 31 Ohleal]
S bl e ST 01 G L) O 45 50 L;Jd,}[\ Vs s L3N sda s )0
pd_m wadis soY dnlle I SLL Jumi-3T5 g ¢ L3GYI 2ia

T PR

X
b

 Laapanils BV G 5W 25l g

gl | L a,..,Lu J_,L_ali oL r—l_ﬂ Lo LT (1)
,_J\fwc%_,b"jp u«w}lb T C(}J}L_MU w_ﬂuﬂi
B ‘g on *C";U““’-"' ‘_,JI (_;.p.jl s L,UAS'J ¢ Lowlia
PSP L 53 Jo Wil Jooi IV Jamdl & 3l _.,lﬂ|
Jetall Lfab_,,a L__,Lsf ¢Lf.'.‘..»l.|_9£ dilas 4 5 28 uLJI b.bL__JJ S e
sl o o Jooni 23 OB 55 0u U6 gai » Galaill 15 S sl
el GBI e x 50 G e oy



Sp—

VWV AT 4w 3l Y0 G (@b ) A 2l L 1 3

9, Indirect Expenses

Camp overhead and faciiities such as shore base, ware-
houses, water systems, road systems, salaries and expense of
field supervisory personnel, field clerks, assistants, and other
general employees indirectly serving the Area. Such expenses
shall be aliocated each month between Exploration and Deve-

lopment Operations according to sound and practicable accou-
ntmg methods. |

11).  Legal Expenses

All costs and expenses of litigation, or legal services other-
wise necessary or- expedient for the protection of the Area,
including attorney’s fees-and expenses as hereinafter provided,
together with all judgements obtained against the parties or
any of them on account of the operations under the Agreement,
and actual expenses mcurred by any party or parties hereto in
securmg evidence for the purpose of defending against any
action or claim prosecuted or urged against the operations or
the subject roatter of the Agreement. In the event actions or
claims affecting the interests hereunder shall be handled
by the legal staff of one or more of the parties hereto,

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

11. Administrative Overhead and General Expenies

a. - 'While CONTRACTOR is cond_uctil;lg E)iploré.tion activi-
ties, - cost of staffing and maintaining CONTRACTOR’s

head office in the A.R.E., and or other offices established |
in the A.R.E. as appropriate other than field offices which

will be charged as provided in Article IT, paragraph 9
above, and excepting salaries of employees of CONTRAC-

TOR who are temporarily assigned to and directly serving

on the Area, which will be charged as provided in Article
L1, paragraph 2 ahove.
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b.

C.

CONTRACTOR’S administrative overheaq outside fhe
AR.E. applicable to the A.R.E. Exploration operation

which will be charged each month'at thé rate of five (3)

percent of total Exploration expenditures while CONTR A-

CTOR is conducting Exploration activities, Administrative

- overhead outside AR.E. will not be charged while Operat-

- ing Company is conducting Exploration activities. No other
 direct charges as such for CONTRACTOR’s admmustrative

overhead outside the A.R.E. -will be applied against the
Exploration obligation. Examples of the type of costs
CONTRAC-T:OR is incurring and charging hereunder due
‘0 activities under the Agreement and covered by said per-
centage are :

{ — FExecutive — Time of executive officers

2 — Treasury — Financial and exchange problems.

3 — Purchasing — Procuring materials. equipment and
supplies. '

4 — Exploration and Production Directing: advising and
controlling the entire project.

5 — Other departments such as legal, éomptmllers and

engineering which contribute time, knowledge and

ppp—y X

experience to the operations.

The foregoing does not precludé charging for

direct service under sub-paragraph 6. b of thus
Article II.

Whilé Qperati[;g' Company is conducting activities, Ope-~

rating Company’s personnel engaged in general clerical
and office work, supervisors and officers whose time 1S
generally spent in the main office and not the field, and
all employees generally considered as general’and admi-
nistrative and not charged to other types of expense will

be tharged to operations. Such expenses shall be alloca-

ted each month between Exploration and Development

operations according to sound and practicable accounting

methods.
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12,

13.

14,

Taxes

All taxes, duties or levies paid in the A.R.E. by CON-
TRACTOR or Operating Company with respect to this Agree-
ment other than those covered by paragraph (f) (1) of Article 111
of the Agreement.

C'antin.uz'ng'CONTRACTOR Costs

Costs of CONTRACTOR activities required under the
Agreement and incurred exclusively in the AR.E. after Operat-

ing Company is formed. No sales expenses incurred outside or
inside the A.R.E. may be recovered as a cost.

Other Fxpenditures

Any costs, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of this
Article 11, incurred by CONTRACTOR, or Operating Com-
pany under approved Work Programs and Budgets. )

ARTICLE III

INVENTORIES

- ———

Periodic Inventories, Notice and Representation

- At reasonable ntervals as agreed upon by EGPC and CON-
TRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such mate-
rial, physical assets and construction projects. Written notice
of ntention to take inventory shall be given by Operating Com-
pany to EGPC and CONTRACTOR at least thirty (30) days
beiore any inventory is to begin so that EGPC and CONTRAC-
TOR may be represented when any inventory is taken. Failure
of EGPC and/or CONTRACTOR to be represented at an
inventory shall bind them to accept the inventory taken by Ope-
rating Company, who shall in that event furnish the party not
represented with a copy thereof. | '
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Feconctliation and Adisustment of inventories

Reconciliation of inventory shail be made by CONTRAC-
1O and EGPC, and a list of overages and shortages shall be
joutiy determined by Cperating Company and CONTRAC-
1OR and EGPC, and the mventory adjusted by Operating
Companv.

ARTICLE 1V
COST RECOVERY

Statements of Recovery of Gosts and of Cost Recovery Crude

(1]

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly-as practicable but not
iater than fifteen (15) days after receipt from Operating Com:-
pany of the Statements for Development and Exploration Acti
vity for the Calendar (Juarter a statement for that (Juarte;
showing |

1. Recoverable costs carried from the previous quarter if any.
i Recoverable costs incurred and paid during the quarter.

1. Total recoverable costs for the quarter (1) + (ii)

1iv.  Value of Cost Recovery Crude Qil taken and separately,
dirposed of by CONTRACGTOR. for the quarter.

V. Amount of costs recovered for the quarter.

¢l.  Amount of recoverable costs carried into the succeediny
quarter, if any. -

vil. Excess, if anv. of the value of Cost Recovery Crude Ol

- taken and separately disposed of by CONTRACTOR over

costs recovered for the quarter.
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2.

_such excess...

Payments

If such statement shows an amount due. EGPC, payment
of that amount shall be made in U.S, Dollars by CONTRAC-
TOR w1th the rendition of such statement. If CONTRAC-
TOR fails to make any such payment to EGPC on the date
when such Iﬂayment is due, then CONTRACTOR shall pay an
interest of 2.5% higher than the London Interbapk Borrowing
Offered Rate (LIBOR) for three (3) months U.S. dollars depa-

_:sxts plevallmg on the date such interest is callculated Such in-

terest payment shail not be recoverable.

Settlement of Excess Cost Recovery Crude Ol

EGPC having the right to take its entitlement of ®xcess
Cost Recovery Crude Oil under Article VII sub-paragraph (a )

of the Agreement, in kind during the said Quarter. A settle-
ment shall be required with the rendition of such statements

m case Contractor has taken more than its own entltlement of

Audit Right

EGPC shal!l have a permd of twelve (12) months from re-
ceipt of any statement under this Article IV m which to audit
and raise objection to any such statement. EGPC and CON-
TRACTOR shall agree on ariy required adjmtmmtq. Sup-
porting documents and accounts will be available to EGPC

during said twelve (12) months period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS
1. Exploration OZ-):":igatz'.r'}--:rzi Control Accounts

CONTRACTOR will establish ,ah Exploration Obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures reported

on Statemenis of Activity prepared per Article 1.2.A hereoi,
less any reductions agreed to by EGPC and CONTRACTOR

{silowing written exceptions taken by a Non-Operator pursuant
to Article 1.3.A hereof. In order to determine when minimum
Exploration Obligation have been met.

2-° Cost Recovery Control Account

Contractor wili establish a Gost Recovery Control Account
and an ogfsemng contra account to control therein the amount
of cost remalmng to be recovered, if any, the amount of cost
recovered, anc the value of Eac“-"ss Cost Recovery Crude Oil,%

if any.
3. Major Accounts

For the purpose of classifying costs, expenses and expendi-

-~ tures for cost recovery as well as for the purpose of establishing -

when the Exploration Obl:zation has been met, costs, expenses
~and expenditures shall be recorded in major accounts including

the following :
Exploratlon Expenditures

Development Expenditures other than Operating Exvenses:
Operating Expenses;

Necessary sub-accounts shall be ‘used.

Revenue accounts shall be maintained by CONTRACTOR to

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