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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND |
TOTAL PROCHE-ORIENT
IN
NORTH DARAG OFFSHORE AREA

OF
SUEZ GULF BASIN

This Agreement made and entered on Twelfth day of April,
1983 by and between the ARAB REPUBLIC OF EGYPT (hertei-
nafterreferred to variouslyas “A.R.E.”’ orasthe “GOVERNME-
NT”’)the EGYPTIAN GENERAL PETROLEUM CORPORATI-
ON, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as “EGPC”’) and TOTAL PROCHE-
ORIENT a company organized and existing under the laws of
France hereinafter referred to variously as “TOTAL * or as
“CONTRACTOR™).

WITNESSETH

WHEREAS, all minerals including petroleum, existing in
mines and quarries in A.R.E., including the territorial waters,
and in the sea bed subject to its jurisdiction and extending beyond
the territorial waters, are the property of the State, and

il
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WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petroleum in and thmugi'=1l
hout the area referred to in Article 2, and described in Annex
“A’" and shown approximately on Annex “B”, which are¢ atta-
e¢hed hereto and made part hereof, sucn area being hereinattert
referred to as ““Area’’, and |

WHEREAS, TOTAL agrees to undertake its obligations
provided hareinafter as contractor with respect to the exploration,
development and production of petroleum in said Area; and

WHEREAS, the GOVERNMENT desires hereby to grant
such CONCESSION:; and |

WHZR 3AS ths Minister of Petroleum pursuant to provisions
»f Law No 86 of 1955, may enter into conczssion agreement with
EGPC and with TOTAL as a Contracior, for the petroleum

Qperations in the Area.

NOW THEREFORE, THE PARTIES HERETO AGREE
AS FOLLOWS :

ARTICLE |
DEFINITIONS

‘a) “Exploration’’ shall include such geological, geophysical,
aetial and other surveys as may be contained in the approved
Work Programs and Budgets, and the drilling of such shot
holes, core  holes, stratigraphic tesis,holes for the discovery
of Petroleum or the appraisal of Petroleum Discoveries
and other related holes and wells, and the purchase oT acqui-
sition of such supplies, materials services and equipment
therefore, all as may be contained in the approved Work
Programs and Budgets. The verb “explore’’ means the act
of Conducting exploration.
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(b) “Development’’ shall include, but not be limited to, all the
operations and activities pursnant to approved Work Pro-
orams and Budgets under this Agreement with respect to -

(/) the drilling, plugging, deepening, side tracking, redrilling,
completing, equipping of development welis, the changing of
the status of a well from oil well to water and vice versa;

and

(ii) design, engineering, construction, installation, servicing
and maintenance of equipment, lines, systems, facilities, plants
and related operations to produce and operate said develo-
pment wells, taking, saving, treating, handling, storing,
flaring. transporting and delivering petroleum repressur-

ing, recycling and other secondary recovery pioJects, and

(iii* transportation, storage and any other work or acti-

vities necessary or ancillary to the activities specified 1n

(i) and (i1),

(¢) “Petroleum’ means liquid crude oil of various densities,
asphalt, gas, casinghead and all other hydrocarbon substa-
nces 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.

(d) “Liquid Crude Oil’” or “Crude O1l"" means any bydrocar-
bon produced from the Area which is 1n a liquid state at
the wellhead or lease separators or which is extracted from

the gas or casinghead in a plant. Such term includes distillate

and condensate.
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(e) “Gas’’ is natural gas both associated and non-associaied,
and all of its zonstituent elements produced from any weil
in the Area and a!ll non-hydrocarbon substances therein.

Said term shall include residual gas.

(f) A “Barrel” shall consist of forty-two (42) United States
gallons, liquid mzasure, corrected to a temperature of sixty

dagrees (60) Fahtenheit. i

(2) “Commercial Well >’means the first well in any geological
fayture waich aftar tastinz for a pariod of not more than]}
thirty (30) coaszculive days whsare practlcal but in any }
event inaccordance withsound and accepted industry produc-

tion practices, and verified by EGPC, 18 found to be capable]
of oroducing at ths aver age rate of not less than one thous-

and (10))) barrels of oil par day (BOPD). The date of disco- |
very of “Commercial well’”” 1s the date on which such well

is completed and tested according to the above.

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

~y
)
o

(i) “Effective Date”” means the date on which the text of this |
agreement is signed by the GOVERNMENT, EGPC and

CONTRACTOR, after the relevant law has been 1ssued.

(i) “Year’’ or “Calendar Year’’ means a period ol twelve (12)

months according to the Gregorian Calendar.

(k) “Financial Year’means the GOVERNMENT’s financial

year according to the laws and regulations of the A.R.E.

(f)y ““Tax Year”’ mzans the pariod of twelve (12) months according

to the Laws and regulations of the A.R.E.
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(m) An “Affiliated Company’’ means a company :

(i) The share capital , conferring a majority of votes at
stockholder’s meetings of such company, of which
is own:d directly or indirectly by a party hereto;

(i) Wtich is the owner directly or indirectly of share
capital conferring a majority of votes at stockholder’s

meeting ol a party hereto ; or

(iii) Whose share capital conferting a majority of votes at
stockholder’s meetings of such company and the share
capital conferring a majority ot votes of stockholders’
meetings of a party hereto are owned directly or

indirectly by the same company.

(n) “Exploration Block’ shall mean an area, the corner points
of which have to be coincident with 3> X 3 latitude and
longitude divisions; according to tre International Grid
systems where possible or with ths 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 points
of which have to be coincident with 2° X 2’ latitude and
longitude divisions according to the International Grid
system where possible or with the existing boundaries of
the Area covered by this Concession Agreement as set out

in Annex ““A’’.

(p) “Development Lease(s)”’ shall mean all or part of Develop-
ment Block or Blocks covering the geological structuie cap-
able of production, the corner points of whict have to be
coincident with 2’ X 2’ latitude and longitude divisions
according to the International Grid System where possible
or with the existing boundaries of the Area covered by this

Concession Agreement as set out in Annex “A’".
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ARTICLE 2
ANNEXES TO TAE AGREEMENT

- Annex “A’” 1s a deszription of the Area covered and affectee
by this Agreement, hereinafter referred to as “The Area”.

Annex “B’’ is a provisional illystrattve map on the scale of
1/256 000 indicating the Area covered and affected by this Agree-
ment and desciibed in Annex “A”’.

Annex “C’’ 15 the form of a Letter of Guaranty to be issued
by the National Société Génsrale Bank, Cairo, Egypt, and to
submitted by CONTRACTOR one day before the time of sig-
nature by the Minister of petroleum of this Agreement, for the
sum of ten milipn (10 000 000) U.S.$ gu&iranteeing the execution
of CONTRACTOR’s minimum eXploration obligations hereun-
der for the first three (3) year exploration period. Such guar-
anty shall remain effective for six (6) months after the end of the
said three (3) year period except as it may be released prior to that

time 1n accordance with the terms thereof.

Annex “D’’1s the form of a Charter of the operating company

to be formed as provided for in Article 6 hereof.
Annex “E’’ 1s the Accounting Procedure.

Annexes “A’’, “B”’, «“C”’, “D’" and “E” to this Agreement
are hereby made part hereof, and theyshall be considered as having

equal force and effect with the provisions of this Agreement.
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ARTICLE 3
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRA-
CTOR subiect to'the terms, covenants and conditions set out in
this Agieement, which insoiar as they are contrary to or incon-
sistent with any provisions of Law No. 66 of 1953, as amended,
shall have the force of Law, an exclastive concasston in and to the

Area described 1in Annexes A’ and “B’.

fa) The GOVERNMENT shall own and be entitled, as nerel-
nafter provided to a royalty in cash or in kind of ten (10) per-
cent of the total quantity ofpetiroieum produced and saved
from the Area during the development period including ren-
ewal. Said royaity shall be borne and paid by EGPC and
shall not be the obligation of the CONTRACTOR. The
payment of royalties by EGPC shall not be deemed to result
inincome attributable to the CONTRACTOR.

(b) An initial exploration pzriod of three (3) years shall start
from the Effective Date. Two (2) suczessive extensions to
the initial exploration period of two (2) years each shall be
granted to CONTRACTOR at 1ts option upon thirty days
prior written notice to EGPC and subject only to its having
fulfilled its obligations hereunder for the preceding period.
The Agreement shall be terminated if no Commercial Disco-
very isestablished by theend of the seventh (7th) year of the

exploration period. However, such period maybe extended
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at CONTRACTOR s option for up to six months to enable
the completion of drilling and testing of any well actually
drilling or testingat the end of the seventh (7th) year explora-
tion period, but shall not exceed this period by more than six
months. The Election by EGPC to undertake a sole risk
venture under paragraph (c) immediately hereafter shall not
extend the exploration period nor affect the termination
of the Agreement as to CONTRACTOR.}

“Commercilal Discovery’ : After discovery of a commer-
cial well, CONTRACTOR may undertake, unless otherwise
agreed upon, as part of its Exploration Program the apprai-
sal of the discovery by drilling one or more additional
wells, to determine whether such discovery is worthy of being
dzveloped commercially, taking into consideration the rec-
overable teserves, production, pipeline and terminal facili-
ties required, estimated crude oil prices, ~1d all other relev-
ant technical and economic factors.

A Commercial Discovery may consist of one producing res-
ervolr o a group of producing reservoirs which after appr-
aisal 1s worthy of being developed commercially, CONTRA- .
CTOR shall give notice of a Commercial Discovery to EGPC
immediately after the discovery is considered by CONTRA-
CTOR to be worthy of commercial development but in any
event not later than the completion of the second *‘explora-
tion ’appraisal well, or twelve (12) months following the date
of the discovery of the Commercial Well whichever is ear-
lier ; except that the CONTRACTOR shall also have the ri-
ght to give such notice of Commercial Discovery with respect
to anyresarvoir ot reservoirs even if the well or wells thereon
ate not ““Commercial’’ within the definition of “Commer-
clal Well”” if, in its opinion, a Teservolr or a group of Teser-
voirs considered collectively, could be worthy of develop-

ment.

Following receipt of such notice EGPC and CONTRACTOR
shall meet and review zll apropriate data with a view to mu-
tually agreeing upon the existence of a Commercial Discovery.
The date of Commercial Discovery shall be the date EGPC
and CONTRACTOR mutually agree that a Commercial
Discovery exists.
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If Crude Qil is discovered but is not deemed by CONTRA-,

CTOR to be a Commercial Discovery under the above prov-
isions of this paragraph (¢),EGPC shall one (1) month after
the expiration of the period specified above within which .
CONTRACTOR can give notice of Commercial Discovery,
or thirteen (13) months after the completion of a well not
considered a “Commercial Well’’ have the right, following
Sixty (60) days notics in writing to CONTRACTOR, at its
sole cost,risk and ¢Xp2nse, 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 geological *feature to be developed, the wells
to be drilled,the production facilities to be installed and
EGPCQC’s estimated cost thereof. Within thirty (30) days after
recelpt of said notice CONTRACTOR may, in writing
elect to develop such area as provided for in the case of Com-
merclal Discovery hereunder. In such event all terms of

this Agreement shall continue to apply to the specified Area.
If CONTRACTOR elects nat 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

1n Article 6 has come into existence, to have Operating Comp- |
any perform such operations for it at EGPC’s sole cost,
risk and expense. When EGPC has recovered from the
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Crude Oil produced from such specific area a quantity of
Crude Oil equal in value to three hundred (300) percent of
the cost it has incurred in carryingout the sole risk operations,
CONTRACTOR shall bave the option, only in the event
there has been a separate Commercial Discovery, to share
in further development and preduction of that specific area
upon paying EGPC one bundred (100) percent of such?
costs incurred by EGPC. .uch one hundred (100) percent
payment shall be tecovered by CONTRACTOR from Cost
Recovery Crade Oil in tl.e normal mamnner for the recovery

of expenses under Article 7 (a). Immediately following

such payment thz specific area shall either (1) revert to the
status of an ordinary development lease under this Agre=
ement and thareafter shallbeo peratedin accordance withthe
terms hzreof ; or (i1) alternatively, in the event that at such
time EGPC or its affiliated company 1s conducting all devel—-
opmant operations in the area at its sole expense and EGPC
elects to continue operating, the area shall remain set aside
and CONTRACTOR shall only be entitled to its production
" sharing percentage of the Crude Oil as specified in Article 7

(b; below. The sole risk Crude Oil skall be valued in the
manner provided ia paragraph (c) of Article 7. In the event
of any termination of this A grff:ement under the provisions
of paragravh (b) above this Agreement shall, however, con-’
tinue to apply to EGPC’s operation ol any sole 1isk  venture,
hereunder, although such  Agreement shali have been
termipated  with respect to CONTRACTOR  pursuant
to the provisions of said paragraph (b) above.
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(d) The development period shall be twenty(20) years from the
date of the first Commercial Discovery. This period may b
renewed for an additional period of five (5) years at the oy
tion of CONTRACTOP. upon six (6) months prior writte
notice to EGPC. Following Commercial Discovery the ext
ent of the whole area capable of production to be coverg
by developmentlease or leases shall be mutually agreed upo
by EGPC and CONTRACTOR and be subject to the appro
val of the Minister of Petroleum. Such area shall then
converted automatically into a development lease or lease
without the issuance of any additionallegal instrument 011
permission.

Development operations thereafter shall be started promptly
by Operating Company and be conducted 1n accordana‘

with good oil field practices and accepted petroleum engineer
ing principles, until the field 1s considered to be fully deve}
loped. In the event no commercial production drainage o
Petroleum in tegular shipments is established from any|
Development Block within four (4) years from the date of
the approval of the Minister of Petroleum referred to here
inabove, such a Development Block shall immediately be
surrendered unless otherwise agreed upon by EGPC based

on good oil practices.

(e) CONTRACTOR shall bear and pay all the costs and GXpenseSI
required in carrying out all the operations under this Agree:,
ment but such costs and expenses shall not include any|
interest on investment, and CONTRACTOR shall look only,
to the Petroleum to which it is entitled under this Agreement
to recover such costs and expenses.

Such costs and expenses shall be recoverable as provided 11
Article 7. During the term of this Agreement andits renewal
the total production achevied in the conduct of such opera-

tions shall be divided between EGPC and CONTRACTOR 1t
accordance with tihe provision of Article 7.



VAAY s gyl ¥ u'* ()C’L’ ﬂ sl e B 2l YA

e — —

-l e

e

bl Aol LTy e pecer G 4 LN 591540 O3l i (V) (o)
o1 54! A>3 L W las #UOY ol Jo il Lo o o dslsl]
o Bl By elally G ladl 26 s 5 g2 8
Tt <4 Fl,ls Sl e sl Y A o gl
by (epopor G o S5km b Led Lo Sty ) Cpenbsll
olestil iz JEl OB 43l pds (3 D OMs ade oy e
BliraNl g 4y 220 s OIS @ adh et L ) gl oda
v AL O il ol Lo Al D o
LS (oparer ) olpd B Aoy dn ol e 4o 2 4
Jolll s s Jolall poaliw e o &5 (I oM Aiecs
¢ L) e 05T Y sk s

ﬁ@?uﬁutmﬁwﬂmgéguw‘yj\yj
ploxl| @)‘UALJWM aw ) sold e 5 3Amhl (ﬂl::.“ oo I
L3 ( rEope ) S ol Je 5, Al 15 SRR PSP

\--\n:......a ._)\ulr.wit 38 s o (V) (o) 5 AL ol -y oDkl (pa
sz JolEll Dbt Y 4l gl A o P Slas) ods ‘LLua.o-
o lglimnal e (o Crc)d&dldﬂ_ﬂ

C}@u ‘_J_}S_: o1 1! b-Ub (\\l( ) $Jw| ‘_}.\L.;' Q""_;"S’J (T)

\ S .o} _9\ C_J\ _9\.3.“ LﬁbLaLu ():“ CJL.“ &}w_\

o Al ACY sy Jalll e Jam S AN o Y S d
. ‘buL.J| aJL_“ 4...’) 5. 0)



¥4

AAAY 4l u»)ba v L53 (‘i) Cil? aQ Sdall :LMJJ] ot ol

(1} (1) CONTRACTOR shall be subject to the laws in force in

(2)

the A.R.E. and the political subdivisions thereof, which
impose taxes on or are measured by income or profits,
including those laws imposing the commetcial and mdus-
trial profits tax, municipal tax,defense tax and national
security tax on income and dividends paid with respect
toshareholders(hereinafter referredtoas “A.R.E. Income

Taxes’’}and except as otherwise provided in the Agree-
ment shall comply with the requirements of sucb laws
with resnzct to th= filing of returns, the asssssment of
tax, and the keeping for review by authorized persons
of books and records.

Any A.R.E. Income Taxes as described above which
may be levied against CONTRACTOR’s shareholdersas
a result of CONTRACTOR s activities under this Agree-
ment shall be the responsibility of EGPC.

It is expressly agreed and acxnowledged that EGPC’s
shire of thz volume of crude oil as determined under
Articlz 7 includes a volume of crude oil to meset the
CONTRACTOR’s A.R.E. Income Taxes as described
above in this paragrapb (f) (1). EGPC agrees that

prozzzds from such crude oil volumes will be used to

meet CONTRACTOR’s Tncome Taxes hability in A.R.E.
as and when due.

For parposes of applying paragraph (f) (1) of this Ar-
ticle, th> total taxable income of CONTRACTOR in
respect of any Tax Year shall be an amount calculated

as follows :

(i) The total of the sums received by CONTR ACTOR
from the sale or othzr disposition of all Crude Oil
acquired by CONTRACTOR pursuant to Article 7

paragraphs (a) and (b) ;
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(3)

(4)

(g) In
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LESS

(a) Thecostsandexpenses of CONTRACTOR which
are allowed to be tecovered in the Tax Year
under paragraph (a) of Article 7 ; and

(b) The value, as determined in paragraph (¢c) of
Article 7 of the excess Cost Recovery Crude
Oil taken and separately disposed of by CON-
TRACTOR pursuant to Article 7, paragraph

(a) (2).
PLUS

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

EGPC shall assume, pay and discharge, on behalf 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 Oil.

EGPC shall furnish to CONTRACTOR the proper
official receipts evidencing the payment of CONTR-
ACTOR’s A.R.E. Income Taxes, within sixty(60) days
following the 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 customary for

such receipts.

calculating its A.R.E. Tncome Taxes, EGPC shall be

entitled to deduct royalties paid by EGPC to the GOYV-
ERNMENT and the A.R.E. Income Taxes of CONTRAC-
TOR paid by EGPC on CONTRACTOR’s behali.
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(a)

ARTICLE 4

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

CONTRACTOR shall commence exploration operations
hereunder notlater than six (6)months after the Effective Date.
Not later than the end of the twenty-fourth (24th) month
after the Effective Date, CONTRACTOR shall start exp-
loration drilling 1n the Area, with a commitment of drilling
two (2) wells during the initial exploration period, it being
understood that such commitment could be transferr.d by
mutual agreement between EGPC and CONTRACTOR to
DARAG AREA 1 case ¢of no drillable prospects. EGPC
shall make available for coniractoi’s use all seismic, wells
and other exploration data in EGPL’s possessioa with respect
to the Area.

(b) The 1nttial cxpliorction period shall be three(3) years. CON-

TRACTOR may extend this exploration pericd for two (2)
additional periods of two (2) years each in accordance with
Article 3 b) and 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 ten million
(10300000)US Dollars on expioration operations and activi-
ties related trereto during the initial three (3) year explora-
tion period ; and CONTRACTOR shall drill two (2) wells
during such period subject to ths provision of 4 (a) above-
For the first two(2)year period that CONTRACIOR elects
to extend beyond ths mitnal exploration peroid CONTR-
ACTOR shall spend a minunum of seven million {7600000)
US Dollars andfor th: sscond two((2) year extension period,
CONTRACTOR shall spend a minimum of fifteen million

(15 000 000y US PDoilars. CONTRACTOR shall drill one
(1) well during each of such extention periods

'rlr
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Should CONTRACTOR spend more than the minimum amo-
unt required to be expended during the initial three (3) year |
exploration period or during any period thereafter,the excess
may be subtracted ftom the minimum amount of money |
required to be expended by’ CONTRACTOR during any
succeeding exploration period or periods, as the case may be

without affecting the work commitment.

Should CONTRACTOR drill more wells than the minimum
number required during any period, the excess: number may
be credited to the miminum number required to be drilled

duling any succeding exploration period.

In case CONTRCTOR sutrenders its exploration obliga-
tions in this Agreement as set forth above before or atthe
end of third (3rd) year of the initial period, having expended
less than the total sum of ten million (10 000 000) US Dollars
on explotation or in the event at the end of the third (3rd)
year CONTRACTOR has expended less than said sum in
the Area, an amount equal to the difference between the
said ten million (10 000 000) US Dollars and the amount
actually spent on exploration activities shall be paid by
CONTRACTOR to EGPC at the time of surrendering or

within three (3) months from the end of year of the initial
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z<olovation period, as the case may be. Any expenditure
daficiency by CONTRACTOR at the end of any additional
pariod for the reasons above-noted shall similarly result
tn 2 pavnzat by CONTRACTIR to EGPC of such defi-
ciency. Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall beentitled to re-
cover any such payments as exploration expenditure in the
manner provided for under Article 7 in the event of com-
mercial production. |

Without prejudice to Article 3 (b),in case no Commercial
Discovery is established by the end of the seventh (7th) year,
or in case CONTRACTOR surrenders its exploration obliga-
tions under this Agreement prior to such time, EGPC shall
not bzar any of aforesaid expenses spent by CONTRACTOR.

At least five (5) months prior to the beginning of each financial
year or at such other times as may mutually be agreed to
by EGPC and CONTRACTOR, CONTRACTOR shall
orepare an Exploration Work Program and Budget for the
Area setting forth the exploration operations which CON-
TRACTOR proposes to carry out during the ensuing year.
During the exploration period, suchWork Program and Budget
shall be at least sufficient to satisfy CONTRACTOR’s
minimum expenditure obligations and minimum Work obliga-
tions for the pariod it covers, taking into account any credits
for excass expenditures or work by CONTRACTOR in prior

exploration period.

T.i: Zgoloration Work Program and Budget shall be
reviewed by a joint committes to be established by ELPC
and CONTRACTOR after the Eifective Date of this Agree-
ment. This Committee, hereinafter referred to as the
“Exploration Advisory Committee”, shall coasist of six
(6) m3mboars, three (3) of whom shall be appointed by EGPC

and three (3) by CONTRACTOR. The Chairman of the



VGAY e oyl B (1) B A sl — e ! S, ol A

C
Ul el g e & lanu N Canl Ao el Aadl L
Jon)l G__(n\sj azedy &l 2n N o) R
sVl g o ala Lol ol i g1 1) MMCFM i3l sl
fl b Jslll e a4 LYl Condl 4o S ae azedll o
sl Jodll b D5 il Jlalt bl P Ok and]

Ll ade gadt e ool G Eoxdb 4ol

bl & psr By Jan sl o oledl S Y
Gl G sandl oliadl paiss 0T Yy 6,84l ast i Jod:

9 ¢ gl a3l 09

beh" By RVERS R Iy Sl $0L0 Gy bl de 3 ¥
a Al e aslsY! C'JL_,U G OF Joliell oo 6 ST )
o Ll 10 e slby cddid 43N 050 8 i TR{ERINE

Lh,}‘ J.._.._.;‘ U:::}j q.._,.#'":-‘ u..JLa.ﬂJ a}::-le 45‘5 O.a g_JLa.sLJi .:..1.45 _:.'.13.?_9
* i‘:sLaJv| o AA Y ‘buu‘ SYERE U—"j--‘:'j ‘3.5_9

Sialaa¥ls Slally sl BT a3 JUE ane giish pad (2
il ondl Oldee grali ) WSy Olbealts 5,0aN1s cnlelall g
il U oo T Sl of Jond o s 56 3 #55 Y

. S

C:-:JL Ual::H Jma.” t.al:j -L:a...i'_g sl O 'y_,l_...,a J_jl;'_“ ‘:}J'(!. (Jh)
:Lo.:_.L...“ UH?‘ CA (St Lq_:} :L.]\c E:La'_(.: aw 3 (5-1”_5
o Ll @ il



¥a  NAAY A b B (1) B qloanl o dan ) B 2l

e —

Exploration Advisory Committee shall be designated by
EGPC from among the members appointed by it. The
Exploration Advisory Committee shall review and give such
advice as it deems appropriate with respect to the proposed
Work Prosram and Budget. Following review by the Ex-
ploration Advisory Committee, CONTRACTOR shall make
such revisions as CONTRACTOR deems appropriate and
submit the Exploration Work Program and Budget fto
EGPC for its approval. Following such approval, it 1s
further agreed that :

(i) CONTRACTOR shall not substantially revise or moditly
said Work Prozram and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC ;

(ii) In the event of emergencigs involving danger of loss of
lives or property, CONTRACTCR may expend such
additional unbudgeted amount as may be required to
alleviate such dangzer. Such expenditure shall be con-
sidered in all respects as exploration expenditure and
shall be recovered pursuant to the provisions of Article

7 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.

{é‘) CONTRACTOR shall be l‘eSponsib]e for the pl‘eparation
and performance of the Exploration Work Progtam which

shall be implemented in a workmanlike manner and 1n consis-

tence with good industry practices.
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Except as is appropriate for the processing of data, labora-
tory specialized enginsering and development studies thereon
to be made in specialized centers outside A.R.E., all geological
and geophysical studies as well as any other studies related
to the performance of this Agreement, shall be made in the

A.R.E.

CONTRACTOR shall entrust the management of explora-
tion operations in the A.R.E. to its technically competent
General Manager and Deputy Genetal Manager. The
names of such Manager and Deputy General Manager shall,
upon appointment, be forthwith notified to the GOVERN-

MENT and to EGPC. The General Manager and, in his
absence, the Deouty General Manager shall be entrusted by

CONTRACTOR with sufficient powers to represent and

bind CONTRACTOR in all dealings with the GOVERIN-
MENT and EGPC. All lawful regulations issued or here-

after to be issued which are applicable hereunder and not
in conflict with thisAgreement shall apply to CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (3} days
from the end of each Calendar Quarter, widh a Stafement
of Exploration Activity showing COSts incurred by CONT-
RACTOR during suchk cuarter. CONTRACTOK's te-
cords and nzcessary sapporting documents shall be avail-
able forinspection by EGPC at any time during regular work-
ing hours for thiee (3) months from the date of recciving each

Statement.

Within three (3) months fiom the date of receiving such
Statement. EGPC shall adwise CONTRACTOR in writing

if it considers :

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

(ii) that the cosls of goods of services supplied ate nof in
line with the international matket prices for goods ot
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services of similar quality supplied on similar terms pie-
vailing at 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 25 ;

(/i) that the condition of the materials furnished by CONT-
TRACTOR 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 :.fltteamp’tEE'W";:“;il
reach a settlement which is mutually satisfactory. If within
the time limit of the three (3) months period provided for
in this paragraph, EGPC has not advised CONTRACTOR

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

It within the time limit of three (3) months EGPC has advised

- CONTRACTOR of its objections to any statement then
CONTRACTOR shall confer with EGPC in connection
with the problem thus presented and the parties shall attempt
to reach a final settlement thereto.

{&) CONTRACTOR shall supply all funds necessary for its
operations in A.R.E. under this Agreement 1n freely conver-
tible currency from abtoad. CONTRACTOR shall have
the right to buy Egyptian currency whenever required and
the conversion chall be made at the local banksin the A.R.E.
according to the Official A.R.E. Rate of Exchange.

(h) EGPC is authorized to advance to CONTRACTOR the Eg-
yptian currency required for the operations under this Agree-
ment against receiving from CONTRACTOR an equivalent
amount of US Dollars at the official A.R.E. Rate ol Exchange,
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such dollats to be deposited in an EGPC account abioad with
a correspondent bank of the National Bank of Egypt, Cairo.
Withdrawals from said account shall be. used for financing .
EGPC’s and its affiliates foreign currency requirements in

accordance with their approved budgets and subject to the
approval of the Minister of Petroleum.

ARTICLE 5

MANDATROY AND VOLUNTARY RELINQUISHMENTS
MANDATORY

At the end of the third (3rd) year after the Effective Date here-
of, CONTRACTOR shall relinquish to the GOVERNMENT
a total of tweaty five (25) percent in Exploration Blocks of the or-
iginal Area not then converted to a Development Lease or Leases.

At theend of the fifth (5th) year after the Effective Date hereof.
CONTRACTOR shall relinquish an additional twenty five (25}
percentin Exploration Blocks of the original Area notthen con-
verted to a Development Lease or Leases.

Without prejudice to Articles 3 and 21, at the end of the total
exploration period, CONTRACTOR shall relinquish the remainder

of the original Area not then converted to a Development Lease:
or Leases.

VOLUNTARY

CONTRACTOR may, voluntarily, during any period relin-
quish all or any part of theArea in Exploration Blocks provided
that at the time of such voluntary relinquishment its financial
obligations forexploration expenditure under Article4 paragraph
(b) have been satisfied for such period.

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



QAT 4w sl ¥ 8 (1) mb Qotdl — den JTom ol 6

A5l o5 domls U o sam Jslills Egdl G (6 et GLaSY) ww
ua_}..a..l\ ;_,.:»;:Jl aJ..e i.:\.g U}L;.?-‘ AL ;_.1\.:1:;..“ ;L,,.._.JL QUJ_g Az L,:_.B P
+n}{9F\FL.3:lG

( dosiJb st it )
el LS aw L

(sgopeg) & dolills Lt s 6ol SLaST e gl aze (1)
oo ded dois €250 ol lghe Gl Dblaall Lall &5
o Olleall 45! S Al gl s0iny g 0 b led lgdh Jln g
d990dl B g eper B A LI AT AL 1A Sls, o aass
BAB 2 5. > C'«*U'J" gl s s Lgs ool N I
Kolay g Ok Jb g1 oy ¢ ﬁib.\-‘u;i B Aie 31 48lasY!
=18l ot sl Pl Godd e (a5 4BEYI o ol AN
B8 o Ldms Joo Lop dlan Y ST b Lgdhaan 45N

tﬂ_,l ol
deal .l O 2 56 jlasb yaay 4 d Yoy s 0sb
LY RO L IR IO A Pl R | g r@fﬂz o gl S 2 s
A 5N e LCas OL8 G v & Vg 3, 08B

o Lgd nbelsdl
LU Sl Sl 566 sl yavy o Re o3, oW
. rla“ &Ua.n.” old g

o oo A@dl el b Ol \ayy . av &, o

o oll &\LuJL ko la] fUas Jusb yava 4l <A ) O el _



&V VAAY 4 ole v 3 (1) b 9ot G )1 S !

Following Commercial Discovery, EGPCand CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for ‘above at the end of
the total exploration period.

ARTICLE 6
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be
called North Darag Petroleum Company hereinafter referred
to as NORDAPETCO or as Operating Company. NORD-
APETCO shal!l be subject to the laws and regulations in force
In A.R.E. to the extent that such laws and regulations are

not inconsistent with the provisions of this Agreement or
the charter of NORDAPETCO.

However, NORDAPETCO shall, for the purpose of this
Agreement, be exempted from the following laws. and
regulations as now or hereafter amended or substituted:

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

— Law No. 141 of 1963 relating to composition of Board
ot Directors at private companies, societies and corpora-
tions and on the manner of workers representation
thereon ;

— JLaw No. 60011971 on Public Institutions and Public
Sector Units

— Law No. 97 of 1976 organising dealings in foreign
currencies ;

— Law No. 48 of 1978 on the staff Regulations of Public
Companies ;
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{b) The Charter of NORDAPETCO is hereto attached as Annex

“D” within thirty (30) days after the date of Commercial

Dlscovery,the Charter shall take effect and Operating Company
shall automatrcﬂly come mto emstence without any further

procedures.

{c) Ninety(90) daysafter the date Operating Company comesinto

(d)

existence in accordance with paragraph (b) above, it shall
prepare a developrient work Program and Budget for the
remainder of the yearin whic: the Commercial Discovery is
made; and notlater than fivs (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 commencemenit of each
succeeding financial year théreafter (or such other date as
may be agreed upon) Operating Company sh i prepare
an annual Production Schedule, Work Program and Budget
for the succeeding financial year. The Production Schedule,
work Program and Budget shall be submitted to the Board
of Directorsfor approvaland to befinally approved by EGPC.

Not later than the twentieth (20th) day of each month. Ope-
rating Co.apany shall furn'sh to CONTRACTOR a written
estimate of its 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 apnroved budget.
Such estimate shall take into consideration any cash expected

to be on hand at moath end.
Payment of the appropriate period of such month shall be

made to the correspondent bznk designated 1n paragaph (e)
below on the first day and fifteenth day respectively, or the

next following business day,if such day 1s not a business day.
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(e) Operating Company is authorized to keep atits own disposal
abroad in an account opened with a correspondent bank
of the National Bank of Egypt, Cairo, the foreign funds
advanced by CONTRACTOR. Withdrawals from said acco-

unt shall be used for payment for goods and services acquired
abtoad and for transferring to a local bank in the A.R.E. the

required amount to meet expenditures in Egyptian Pounds, for
Operating Company in coanzction withits activities under
this Agreement.

Within sixty(60)days after the end of each Financtal Year,
Operating Company snall submit to the appropriate ¢xchange
control authorities in the A.R.E. a statement, duly certified
by arecoznized firm of auditors, showing the funds credited to
that account, the disbursmeats made out of that account and
the balance outstanding at th: end of the year.

(f) It and for as loaz durinz th: p2riod of prodastion opzrations
there exists an exc2ss cipacity n facilities which cannotduring
the paﬂod of such exczss be uszd by the O»>erating Company,
EGPC and CONTRACTOR shill consult to find a mutually
agreed formula whereby EGPC may use the excass capacity
if it so dssires withoit any wuareasonable financial, or
operational disadvantage to the CONTRACTOR.

ARTICLE 7

RECOYERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost ecovery C-m_de 31
Subject to the auditing under this Agreement, CONTRA-
CTO X shall racover all costs aad expenses in respect of
allexploration developmentandrelatedoperations under
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this Agreement to the extent and out of forty (40) per-
cent per quarter of all Crude Qil produced and saved
fromall Development Leases within the Area hereunder
and not used in petroleum operations. Such Crude Ol
18 hereinafter referred to as “Cost Recovery Crude Qil”’

For all Exploration Development and Production
hereunder, such costs and expenses shall be recovered
from Cost Recovery Crude Oil in thefollowing manner :

(i) All Operating Expenses, incurred after initial Com-
mercial Production, which for the purposes of
this Agreement shall mean the date on which the
first regular shipment 1s made, shall be recoverable
either In the Tax Year in which such costs and
eXpenSeS are incurred and paid or the Tax year
In which initial . Commercial Production occurs,
whichever 1slater date.

(ii) Exploration Expenditures includingthose accumuia-
ted prior to the commencement of initial Commer-
cial Production, which for the purposes of this
Agreement shall mean the date on which the first
regular shipment is made. shall be rtecoverable
at the rate of twenty (20) percent rer annum star-
ting either in the Tax Year in which such expend!-
tures are incurred and paid or the Tax Year tn which
lnltlal Commercial Production commences, which-
ever 1s later date.

(ifi) Development expenditures, lnc]udlng those accu-
mulated prior to the commencement of initial
Commercial 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 initial

Commerical Prodyction commences, whichevel is
ths later gate.
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(iv) To the extent that, in a Tax Year, costs, eXpenses
ot expenditures recoverable per paragraphs (i), (i1)
and (iii) preceding exceed the value of all Cost
Recovery Crude Oil for such Tax Year, the
excess shall be carried forward for recovery in the
next succeeding Tax Year or Years until fully
recovered, but in no case after the l;tetmination
of the Agreement, as to CONTRACTOR.

(v) For the purpose of determining the classification
of all costs, expenses and expenditures for their
recovery, the following terms shall apply :

1. “BExploration Expenditures’’ shall mean all
costs and expenses for Exploration.

2. “Development Expenditures’ sinall mean all
costs and expenses for development with the
exception of Opelating Expenses.

3. “Operating Expenses’” shall mean all costs,
expenses and expenditures made after initial
Commercial Production, which costs, eXpen-

ses and expenditures are not normally dep-
reciable.

However, operating expenses shall include
wotkover repair and maintenance of assets
but shall not include any of the following :
sidetracking, redrilling and changing of the
status of a well from oil well to water and
vice versa, replacemen of assets or a part of
an assets major ovethauling that extends
the life of thz asset, additions, improvements
and renewals.
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(vi) It is understood and agreed ypon that the recovery
of costs and eXpenses as based upon the rates refer-
red above shall be allocated to each quarter propor-
tionately (one fourth to each quarter). However, '
any recoverable costs and expenses not recovered
i one quarter, as thus allocated, shall be carried

forward for recovety in the next quarter.

(2) CONTRACTOR c¢hall each quarter take and separa-
tely dispose ot all Cost Recovery Crude Oil produced,
except as provided in sub-paragraph (a) (3) below of
this Article, 7, plus its share of the balance of the Crude
Otl as stipulated 1n paragraph (b) below of this Article 7.
To the extent that the value of the Cost Recovery
Crude Onl (as determined in sub-paragraph (c¢) below)
¢xceeds the actual recoverable costs and e¢xpenditures,
including any carry forward from paragranh (a) (1)
(iv) above, to be recovered in that quarter, the value of
such excess Cost Recovery Crude Oil actnallv taken
and separately disposed of by CONTRACTOR shall
be paid by CONTRACTOR to EGPC in the manner
set forth in Article 4 of the Accounting Procedure con-
tained in Annex “E’’ and CONTRACTOR shall be
deemed to have purchased such excess Cost Recovery

Crude Oil.

(3) Ninety (90) days prior to the commencement of each
yeal EGPC shall be entitled to elect by notice in
writing to CONTRACTOR to take delivery in kind,
F.Q.B. export terminal or other agreed delivery point,
of up to 50 percent of any excess Cost Recovery Crude
Oil for thnt year, and taereby reduce the amount to be
purchased by CONTRACTOR in the same percentage

amount.
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(b) Production Sharing :

The remaining Sixty (60) percent of the Crude O1l shall be
taken and disposed of sepatately by EGPC and CONTRA-
CTOR according to the following incremental scale :

Crude Oil produced and saved
under this Agreement and not | EGPC Contractor -

used in Petroleum Operations | Share % Share 9%,
barrels per day

With reSpéct to the production Eighty Twenty
segment up to 25 000 BOPD (80) (20)

(quarterly average)

With respect to the production | Eighty Five Fifteen

segment over 25000 BOPD up | (85) (15)
to 100000 BOPD (quarterly | |
yverage) i

With respect to the production Eighty Eight | Twelve
segment over 100 000 BOPD (88) (12)

(quartetly average)

)
1

[
(c) (1) Itis the intent-of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for Crude Oil. For the purpose of evaluating the
ptevailing market value of the quantity of Cost Recovery
Crude Oi! to which CONTRACTOR is entitled
hereunder during each calendar semester, the weighted
average prics vzalized for comparable quan tities on
comparable credit tetms 1n frealy convertible currency
from F.O.B. point of export sales to non-affiliated
companies during such semestet at arm’s length b¥
oithet EGPC or CONTRACTOR under all Crude Oil
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sales contracts currently in effect but excluding crude
oll spot sales not consistent with prevailing market price
for similar Crude Oil and also excluding Crude Oil
sales contracts involving barter, whichever is higher,
shall be used. It is understood that in the case of C.LF.
sales, appropriate deductions shall be made for trans-
port and insurance charges to calculate the F.O.B. point
of export price ; and always taking into account the
appropriate adjustement for quality of crude oil, frei-
ght advantage or disadvantage of port of loading and
other appropriate adjostements. Nevertheless, if
CONTRACTOR considers the value of the Cost
Recovely Crude O1l 3¢ determined not to reflect the
market Conditions prevailing during the calendar
semester, CONTRACTOR and EGPC shall meet and
mutually agree upon the price.

(2) If during calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Oil sales con-
tracts currently in effect, EGPC and CONTRACTOR
shall meet and mutually agree upon the price of Crude
Oil to be used in determining the value mentioned in
sub-paragraph (c) (1) above. Pending such mutual
agreement the price used shall be the Jast price deter-
mined pursuant to sub-paragraph (c) (1) or under this
sub-paragraph (¢) (2) whichever is later, and appropriate
adjustment will be made thereto after determination of
a mutually agreed price by EGPC and CONTRACTOR.

«@} Operating Company shall piepare {not less thay ninety (90)
days prior to the bsginning of each calendar semester follo-
wing reguiat production)and furnish in writing to CONTRA -
CTOR aad EGPC a forecast setting out the total quantity
of petrolcum that Operating Company estimates can be prod-

uced, saved and transported hereunder dyri ng such calendar
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semester In accordance with good oil Industiy practices.
Operating Company shall cadeavour to produce each calen-
dat szmester the forecast quantity. The Crude O1] shall be
run to storage tanks constructed, maintained and operated
according to Government Regulations, by Operating Com-
pany in wiaich satd Crude O1l shill be metered or otherwise
measured for royalty, and the other purposes required by
this Agreement. :

(¢) CONTRACTOR shall have the vight and the obligation
to separately take and dispose of currently all of the Crude
Qil to which it is entitled as 1s determined 1n accordance with
sub-paragraphs (a) and (b) of this Article. Subject to pay-
ment of sums due to EGPC under Atticles 7 (a) (2) and 9,
CONTRACTOR shall have the right tp retain abroad all
funds acquired by it abroad including the proceeds from the
sale of 1is share of Crude O1il exported.

(f) At a reasonabie time p!"ior to the commencement of Com-
mercial Production EGPC and CONTRACTOR shall mee-
and agree upon a procedure for sheduling tanker lftings
from the agreed point of export.

ARTICLE 8
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 Operating Company 1n
accordance with the following :

1. 1and shall become the property of EGPC as soon es 1t
is purchased.

7 Title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC as they
kezome subiect to recovery in accordance with the pro-
visions of Article 7, or at the time of termination of the

Asorecement, whichever first occurs.
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The Book Value of the Assets created during each
calendar quarter shall be communicated by CONTRA-
CTOR to EGPC or by Operating Company to EGPC
and CONTRACTOR within thirty (30) days of the end
of each quarter

(b) During the term of this Agreement and the renewal
period EGPC, CONTRACTOR and Operating Compa-
ny are entitled to the full use of all fixed ard movable
assets 1n connection with operations hereunder in (1)
the Area and (2) any other area approved by EGPC
ind CONTRACTOR and proper accounting adjustment
shall be made. CONTRACTOR and EGPC -shall not
dispose of the same except with agreement of the other.

(¢) CONTRACTOR may freely import into A.R.E. use
therein and freely eprrt at the end of such use
machinery and equipment which it is either 1ents oT
leases m accordance with geod induwstry practices.

ARTICLE 9
BONUSES

(¢.) CONTRACTOR shall pay to EGPC as a signature Bonus
the Sums of Five Hundred Thousand (560 000) US Dollars
on the Effective Date.

CONTRACTOR shall also pay Five Hundred * Thousand
(500000) US Dollars on the first day of the first extension
period. A further one million (1 000 CCO) U.S. Dollars shall
be paid to EGPC on the first day of the second extension
period.
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/) CONTRACTOR shall pay to EGPC :

The sum of thrze million ( 3000000) U.S Dolarsasa Production
Bonus when the total average daily production first reaches
the 1ate of fifty thousand (50 000) barrels per day for a period
of thrity (30) consacutive producing days. Payment will te
made within fifteen (15) days thereafter.

(c) CONTRACTOR shal! also pay to EGPC the additional sum
of five million (5 000 000)U.S. Dollarsas a Production Bonus
when th=to'1l averags daily production first reaches the rate of
one huadered thousand (100 000) barrels per day for a period
of thirty (3)) conszecutive prodacing days. Payment will ke

made within fifteen (13) days thercafter.

rd) CONTRACTOR shall aisofpay to EGPC the additional sum
of s2ven millioa (7 900 020; U.S. Dollars as a Production
Bonus when the totul average daily ;roduction first reaches
the rat= of on: haid-ed {fifiy thousand (150 000) barrels per
diy for a pariod of ta .ty (32) conszcutive producing days.

Piyment will bz mad. withia fifteen (15) days theveafter.

(=) All aforesaid Bonuses shall in no event be recovered nor am-
ortized by CONTRACLIOR.

( f) In the event that EGPC elects to develop any part of the Area
pursuan’ to thz sole risk provisions of Article 3 (c) hereinab-
ove, produstion from sich sole risk area shall be considered
for the purposss of this Article 9 only 1t CONTRACTOR exX-
ercises its option to shive in such production, and only from

the initial date of sharing.
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ARTICLE 10

OFFICE AND SERVICE OF NOTICE

- CONTRACTOR shall 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 carcy
out Immediately all local written directions given to him by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful regulations issued or hareafter to be issued
which are applicable hereunder and not in conflict with this Agre-
ement shall apply to the duties and activiteis of the General
Manager and Deputy General Manaver.

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 inA.R.E.

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

ARTICLE I
SAYING OF PETROLEUM AND PREVENTION OF LOSS

(a) Opetating Company shall take all proper measures, -accor-
ding to generally acee pted methods 1n use in the oil industry
to prevent loss or waste of petroleum above or under the

ground 1n any form duging, drilling, producing, gathering
and distributing or storage operations.

The GOVERNM?NT has the right to prevent any operation
on any well that It might reasonably expect would result in
loss or damage to the well or the oil felq.
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(0) Upon completion of the drilling of productive well, Operating
Company shall inform the GOVERNMENT or its represen-

tative of the time when the well will be tested and the production

rate ascertained.

(¢) Exczpt ia instances where multiple producing formations
In the same well can only be produced economically through
a single tubing string, Petroleum shall not ke producedirom
multiple oil carrying zones through one string of tubing at
the same Eime,except with the prior approval of the COVERN-
MENT or its representative.

(d) Operaiing Company shall record data regarding the guantities
of petroleum and water produced monthly from each deve-
lopment lease. Such data shall ke sent o the GOVERNMENT
or 1ts representative on the srecial forms provided for that
purpose within thirty (30) days after it is obtgined. Daily or
weekly statistics regarding the rroduction from the Atea shall
be available at all reasonable times for eXamination by autho-
rized representatives of the GOVERNMENT.

(e) Daily drilling records and the graphiclogs of wells muyst show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting petr-

oleum gas bearing or fresh water ssata.

Any substantial change of mechanical conditions of the well
afrer its completion should be subject to the approval of
the representative of the GOVERNMENT.
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ARTICLE 12

CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, Operating Company and their
foreign contractors and Sub-contractors engaged in carrying
on opetations under this Agreement shall be permitted to
import and shall be exempt from customs duties, with res-
pect to the importation of machinery, equipment, vehicles,
materials, supplies, consumable items, foodstuffs and movable
property when certified by responsible representative of EGPC,

to be ussed solely In catrying on operations under this
Agreement.

(b) Each expatriate employee of COTRACTOR and Operating
Company and the said contractors and si:bh-contractors shall
be permitted to import and shall be exempt fiom all customs
duties with respect to the reasonable importation of household

goods, consumable items, foodstuffs (within the limits
approved by EGPC) and personal effects including one
automobile, provided however that such properties aze
imported for the sole use of the employze and his family
and provided further that no such property imported by
the employee shall be resold by him in the A.R.E. eXxcept
in accordance with GOYERNMENT regulations.

(c) The exemption provided in (a) of this Article shall not apply
to any Impotted items when EGPC consides and shows that
items ol the same or substantially the same kind and quality
are manulactured locally and are available for purchase and
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 dutles, but after tranSportation and insurance costs
have been added.
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(d) Without przjudice to Article 8, any of the items imported into
the A.R.E. elthar exempt or not-exempt from customs duties,
taxes or imposts under this Article may ke exrorted by the
importing party at any time without the payment of any export

duty, or tmrost.

(e) Used but szrviceable material, cquipmert and gocds
resulting from operations hereunder may be sold within
the A.R.E. provided that the purchasers pay the applic-
able ¢istoms duties, taxes or imposts, if any. except if
sold to EGPC or ar affiliated compary of EGFC.

(f) Material, equipment and goods so damszzed ¢f uscd as
to be non-serviceable and which are classified by CON-
FRACTOR or Operating Company as scrap or junk
(any Such CONTRACTOR’s appraisal Leing subject
to EGPC approval and any such Cperating Ccmpany’s
appraisal being subject to EGPC and CONTRACTOR
approval) may be sold as scrap or iunk without

Payment of customs duties, taxes or imposfs

(g) In the event of sych sale under sub-paragraphs (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, it any, in such matcrial or equlp-

ment and tie excess, if any, shall be paid to EGPC.
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(h)“Cgstoms Dutles’, as used herein, shall inclyde all
duties taxes or imposts (except those charges paid to the
GOVERNMENT for actual s:rvices rendel ed), which
are payable as a result of the importation of the item or
items under consideration.

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

(f) EGPC, CONTRACTOR, Opﬁ‘rating Company (iES) and
their contractors and sub-contractors engaged in this
Agreement, for the purposes of this Article Xl and
without prejudce to the limitsand restrictions laid down
in paragraphs (a) and (b) above, shall be exempted
from law No. 133 of |98! promulgating the law on con-
'sumption taX as Now of herealter amended or substi-
tuted by any subsequent laws.

ARTICLE 13
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(@) EGPC, CONTRACTOR and Operating Cmﬁpany shall
each mintain at their business offices in the A.R.E. books
ol account, in accordance with the Accountinz Procedure
in Annex “E’" and accepted accounting practices generaliy
used in the petroleum industry, and such other books and
records as may be necessary to show the work performed
under this Agreement, including the amount and value of all
petroleum produced and saved hereunder. CONTRAC-
TOR and Operating Company shall keep their books of ac-
countandacountingrecordsin United States Dollars. Opera-
ting Compan, shall furnish to the GOVERNMENT or its
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repres:ntative monthly returns showing the amount of pe-
troleum produced and saved hereunder. Such returns shall
be prepared in the form required by the GOVERNMENT,
ot its representative and shall be signed by the Geners! Mana-
ger or py the Deputy General Manager or a duly designated
deputy, and delivered to the GOVERNMENT or its 1epresen-
tative within thirty (30) days after the end of the month
covered in the return.

(b) Thz aforesaid books of account and other books and
records referred to above shall be available at all rea-

sonable times for inspection by duly authorized represen-
tatives of the GOVERNMENT.

(¢) CONTRACTOR shall submit to EGPC a Profit and
Loss Statement for the financial year not later than 2
months after the commencement of the following finan-
cial year to show its net profit or loss from the petro-
leum operations under this Agreement for such year.

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

by an Egyptian certified accounting firm accepted by
EGPC.

ARTICLE 14

RECORDS, REPORTS AND INSPECTICKN

(@) CONTRACTOR and/or Gperating Company shall yrerare
and, at all times while this Agreement is in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and/or Operating Company shall
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furnish the GOYERNMENT or its representative, in con-

formity with applicable regulations or as the GOVERN-
MENT or its repressatative may reasonably require infor-
mation and data concerning  its operations under this
Agrezment. Operating Company will petform the functions

indicated in this Article 14 in aczordance with their respective
role as specified in Article 6.

(6) CONTRACTOR and’or Operating Company shall save
and kz2p for a reasonable period of time a tepresentative
portion of each sample of cores and cuttings taken from
drilling wells, to be disposed of, or forwarded to the GOVER-

NMENT or its representative in the manner directed byv
the GOVERNMENT. All samples acjutred by CONTRA-
CTOR and’or Operating Company for its own purpeses

»

shall bz crasidarad availabls for inspection at any reasona-
ble time by ths GIOVERNMENT or its representatives.

(c) Unless otharwise agread to 0y EGPC, in case of exportine
any rock samples outside A.RE., samples equivalent in
size and quaality shall, bHafore sach eXportation, be delivered
to EGPC as representative of the GOVERNMENT.

(d) Originals of records can onl y be eXported with the permission
of EGPC ; provided, however that magnetic tapes and any
othzr data which must be processed ot analyzed outside
the A.R.E. may be exported if a monitor or a comparable
record, if available, is maintained in A.R.E. and provided
that such exports shall be repatriated to A.R.E. immediately

upon EGPC request on the understanding that they belong
to EGPC.

(¢) During the period CONTRACTOR is conducting the explo-
ration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or empl-
oyees to have full and complete access to the Area at ail
reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data
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kept by CONTRACTOR. EGPC’s representative, In eXercl-
sing its rights under the preceding sentence of this paragraph
(e), shall not interfers 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 interpretation of such data, and other information 1in
CONTRACTOR’s possession.

For the purposz of obtaining new offers, as to ad jacent
areas the GOVERNMENT and/or EGPC may show any
other party geophysical and geological data (the age of which
is not less than one year) with respect to the Area.

ARTICLE 15
RESPONSIBILITY :FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in
law toward third parties for any damage caused by CONTRA-
CTOR’s exnloration operations and shall indemnify the
GOYERNMENT and/or EGPC against damages for which they
may be held liable on account of any such operations.

GOVERNMENT and/or EGPC shall give notice to CON-
TRACTOR of any claim or occurence 1n respect of which they
proposs to invoque the provisions of indemnity and shall give
CONTRACTOR the opportunity to investigate, repudiate or
otherwise deal with any matters that may arise from sucha claim.

ARTICLE 16
PRIVILEGE OF GOVERNMENT REPRESENTATIVES

Duly authorized represeatatives of the GOVERNMENT
shall have access to the Area covered by this Agreement and
to the op:tations conducted thereon. Such representatives may
examine the books, registers and records of EGPC, CONTRA-
CTOR and Opecrating Company and make a reasonable number
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of surveys, drawings and tests for the purpose of enforcing this
Agreement. They shall, for this purpose, ke entitled to make
reasonable use of the machinery and instivmrents of CONTRA -
CTOR or Operating Company on the condition thet no danger
of impediment to the operations hereunder shall arise directlv o1
Indirectly from such use. The GOVERNMENT shall indemnify
and reimburse CONTRACTOR or Operating Company for any
loss or damage which may in fact result from any such use of said
machinery and instruments. Such representatives shall te given
reasonable assistance by the agents and employees of CONTRA-
CTOR 0T Operating Company SO ‘that nonc of Ihe actiVi[feS
shall endanger or hinder the safety or efficiency of the orerations.
CONTRACTOR or QOperating Company shall offer such represen-
tatives all privileges and facilities accorded to its own emplovees
in the field and shall provide them, free of charge, the use of
reasonable office space and of adequately furnished housine
while they are in the field for the purpose of facilitating the obi-
ectives of this Article. Anyand all information obtained by the
GOVERNMENT or its representatives j under this Article 16
shall be kept configential with respect to the Area.

ARTICLE 17

EMPLOYMENT RIGHTS AND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL

(@) It 1s the desire of EGPC and CONTRACTOR that opera-
tions hereunder be conducted in a business-like and efficlent
manner.

1. The expatrnate administrative, protessional and techincal
personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors fo the
conduct of the operations hereunder, shall be granted
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a residence as provided for in Law No. 89 of 19€0 as
amended and Ministerial Order N°9 of 1963 as amended,
and CONTRACTOR agrees that all immigration, pass-
port, visa and employment regulaticns of the A.R.E,
shall be applicable to all alien employces of CONTRA-
CTOR working i the A.R.E.

2. A minimum of twenty-five (25 7;) percent of the com-
bined salaries and wages of each of the expatriate admi-
nistrative, professional and techninal personnel emplo-
ved by CONTRACTOR or Operating Company shall
be paid monthly in Egyptian Cuirtency. On final repa-
triation such personnel shall have the right to remit
abroad in U.S. Dollars or other currencies the unused
portion of Egvptian Curiency in eXcess of twenty-five
percent (259,) of such personnel’s salary.

(b)) CONTRACTOR and Operating Company shall each select
its employees and determine the numter thereof to be used

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 opetations hereunder with respect to

applicable aspects of the petroleum industry. CONTRA-

CTOR and Operating Company undertake to replace gradu-
ally theit non-executive expatriate staffs by qualified natlopals

as they are available.

(d) During the period when CONTRACTOR is conducting
Exploration, CONTRACTOR shall give mutually agreed
numbers of EGPC employees an opportunity to attend and
particirate in CONTRACTOR’s and CONTRACTOR’s

affiliate training programs relating to explotation and deve-
Jopment operationS.
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ARTICLE 18
LAWS AND REGULATIONS

(@) CONTRACTOR and Operating Company shall be subjeet
to Law No. 66 of 1953 (excluding Article 37 thereof) as amend-
ed by Law N° 86 of 1956 and the regulations issued for the
implementation 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, modification or Interpretation thereof shall
be contrary to or inconsistent with the provisions of this
Agreement.

(0) EGPC and CONTRACTOR shall be exempted from all
taxes, eXxcept as provided in Article 3 paragraph (f) for in-
come taxes, with respect to the extracting, producing, expo-
rting or transporting of pertoleum hereunder. CONTRAC-
TOR shall also be exempted from any taxon capital.

(c) 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 Agreement and can only be altered or amended by the

mutual agreement of the said contracting parties.  §

(d) The contiactors and sub-confractors of CONTRACTOR and
Operating Company shall be subject to the provisions of
this Agreement which affect them. Insofar as all regulations
which are duly issued by the GOVERNMENT apply from
time to time and are notin accord with the provisions of
this Agreement, such regulations shall not apply to the
CONTRACTOR and sub-contractors.

(e) EGPC, CONTRACTOR, Operating Company and their sub-
contractors shall for the purposes of this A ereement be ex-
empted from all professional stamp duties imposed by syn-
dical laws with respect to their documets and activities her-

under.
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ARTICLE 19
RIGHT OF RECUISITION

In case of national emergency due to war or imminent expec-
tation of war or internal causes, the GOVERNMENT may

tequisition all ot part of the production from the Area ob-
tained heretinder and require Operating Company to Inc-
rease such productionto the utmost possible maximum. The
GOVERNMENT may also requisition the oil fleld itself and,
if necessary related facilities.

In any such case, suchrequisition shall not ke effected excert
after inviting EGPC and CONTRACTOR or their represen-
tative by registered letter, with acknowledgement of receipt,
to express th:ir views with respect to such requisition.

The requisition of production shall te effected by Ministerial
Order. Any requisition of oil field itself, or ary related fa-
cilities shall be effected by a Presidential Cecrce duly roti-
fied to EGPC and CONTRACTOR.

[n the event of any requisition as provided above, the GOV-
ERNMENT shall indemnify in full EGPC and CONTRAC-
TOR for the period during which the requisition i main-
tained, including :

1. All damages which result from such requisition ;

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

production, and

3. Other obligations of CONTRACTOR and EGPC here-

under.
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However, any damage resulting from enemy attack 1s not wi-
thin the meaning of this paragraph (dj. Payment hereunder
shall be made to CONTRACTOR i U.S. Dollars remit-
table abroad. The price pald to CONTRACTOR for Pe-
troleum taken shall e calculated tn accordance v:th  Article
7 paragraph (c).

ARTICLE 20
ASSIGNMENT

a) ieither EGPC nor CONTRACTOR may assign to a person
firm or corporation not party hercto, in whole or in part,
any of its rights, privileges, duties or obligations under this
Agrezment without the writicn consent of the GOVERN-
MENT. ‘

b) To cnable consideration ‘to be given to any requast for
such consent, the following conditions must be fulfilled :

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

[\J

The instrument of assignment must be written in Arabic
and English and shall include provisions stating precisely
that the assignee is bound by all covenants contained in
this Agreement and any modifications or additions in
writing that up to such time may have been made. A
draft of suchinstrument of assignment shall be submitted

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 or related taxes charges
or fees.

d) The assignor together with the assignee shall pe jointly and
severally liable for all the duties and obligations of CONT-
RACTOR under this Agreement. '
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ARTICLE ZI

BRXACH Oy \SREEMENT AND POVWER TO CANCEL

a) The GOVERNMENT shall have the r1zht to cancel this
Agresment by Order or Presidential Decree, with 1espect to
CONTRATZTIR, in the following instances :

1.

It it knowvingly has submitted any tilse statements to the
GOERNMENT which were of a material conslder-
ation 107 the oxecution of this Agrzement ;

(i i{ 35sigas any interest horsunder contrary to the provi-
stons of Acrticle 20 herecf .

if it 1s adjudicated dankrupt by a court of competent
Jurisdiction

It 1t dozs not comnly with any final agecis:on reached as
the result of couart prozeedinss conducted under Article
23 paragaraph a) herzunder

if 1t 1atentionally extracts any ineral other than
Petroleum not authorized oy this Agreement or without
the authority of the OGOUVERNMENT, except such
exttactions as may be univoidable as the resylt of Oper-
ations conductad hereunder in ascordance with accepted
petroleum industry nvactice and which shall he notified
to the SOVERNMENT or its representative as soon
as possible ;

If it commits any matarial breach of this Agreement or
of thi: provisions of Law N® 65 of [953, as amended by
Law N° 86 of 1956, which are not expressly contradicted
by the provisions of this Agreement. Such cancellation
shall take place without prejudice to any rights which
may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of
this Agreemant, and, in the event of such capcellation,
CONTRACTOR shall have the.right to remove from
the Area 2ll its perconal proserty.
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b) If the GOVERNMENT deems that one of the aforesaid
causes (other than a force majeute cause referred to in
Article 22 Rereof) exists to cancel this Agreement, the
GOVERNMENT shall give CONTRACTOR ninety
(90) days written notice personally served on CONT-
RACTOR’s General Manager in the legally official
manner and receipt of which is acknowledged by him
or by hislegal agents, to remedy and remove such cause ;
but if for any reason such service is impossible due to
unnotified change of address, pub]icatioﬁ in the Official
Journal of the GOVERNMENT of such notice shall
be considered as validly served upon CONTRACTOR.
If at the end of the said ninety (50) days notice period
such cause has not been remedied and removed, this
Agreement may be cancelled forthwith by Order or
Presidential Decree as aforesaid ; provided however,
that if such cause, ot the failure to remedy. OT IEMOVE
such cause, results from any act or omission of one
party, cancellation of this Agreement shall be effective
only against that party and not as against the other

party hereto.

ARTICLE 22
FORCE MAJEURE

a) 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 done during such delay, shall te added to the time
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given in this A greement for the performance of such obligation
and for the performance of any obligations dependent theteon
and consequently, to the term of this Agreement, but only
with respect to the block or blocks affecled.

(b) “Force Majeure”’ withinthe meaningof this Article 22, shall
be anyorder, regulationor direction ofthe GOVERNM ENT
of the ARAB REPUBLIC OF EGYPT, or FRANCE with
respect to CONTRACTOR whether promulgated in the
form of a law or otherwise or any act of God, insurrection,
riot, war, strike and other labor disturbance, fires, flocds or
any cause not due to the fault or negligence of EGPC or
CONTRACTOR or either of them, whether ot not similar to
the foregoing, provided that any such cause is beyond the
reasonable control of EGPC and CONTRACTOR, or either
of them.

(c) Without perjudice to the the above and except as may be
otherwise provided herein, the GOVERNMENT shall incur
no responsibility whatsoever to EGPC and CONTRACTOR,
or either of them for any damages, restrictionsor loss arising
in consequences of such case of force majeure except a force

majeure caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) If the force majeure event occurs during the initial exploration
period or any extension thereof and continues in effect for
a period of two (2) years, CONTRACTOR shall have the
option upon ninety (90) days prior written notice to EGPC
to terminate its obligations hereunder
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without further liability of any kind and, if still in force, the
Guaranty contained in Annex «“C’> hereto, shall be
automatically cancelled and EGPC shall so notify the Bank

to release the Guaranty.

ARTICLE 23
DISPUTES AND ARBITRATION

(¢) Any dispute arising between the GOVERNMENT and the
parties hereto with respect to the intetpretation, application
or execution of this Agreement, shall be referred to the
jurisdiction of the appropriate A.R.E. Courls and shall be

finally settled by such courts.

() Any dispute arising between CONTRACTOR and EGPC n
connection with the present Agreement shall be finally
settled by arbitration. The arbitration shall be held in Stock-

holm, SWEDEN, and coducted 1n accordance with the Rules
of Conciliation and Arhitration of the International Chamber

of Commerce. In the event of no provisions being made 1n
these rules in certain cases, the Arbitrators shall sstablish

their own procedures.

(¢) The arbitration shall be initiated by either party giving notice
to the other party that it elects to refer the dispute to arbit-
ration and that such party {heieinatter referred to asthe “First
Party’ has appointed an Arbitrator wio shall be identified
in said notice. The other party (hereinafter referred to as the
«Second Party’’) within fifteen (15) days, shall notify First Pa-
rty in writing, identifying the Arbitrator that it has selected.

(d) If the Qecond Party dees not aopoint its Arbiirator as

aforesaid, the First Party shall have the right to apply to the
Court of Arbitration of the International Chamber of Com-

merce to appoint a second arbitrator. The two arbitrators
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shall within thirty (30) days, select a third Arbitrator failing
which the third Arbitrator shall be appointed by the Court
ol Arbitration of the International Chamber of Commerce
at the request of either Party

(e) The third arbitrator must be a citizen of a country other
than the A. R. E. or France and of a country which has
dipiomatic relations with both 4. R, E. and Fraince and
shall have no econo.nic interest 1n the otl business of the
signatsries hereto.

(f) The »acties shail extend to the Arlitration board all facilities
(including acczss to the pateoleiin operations; for obtaining
any information required for proser determination of the
disputs. Tas absence or dafault of any party to the arpitra-
tion shall not b2 permitted to vravent or hinder the arbitrat-
tion procedire in any or all of its stages.

(g) Pending taz decision or award, ths operations or activities
which have givearise to taz arbi*rat'on nazd notty o2 discon-
tinued. In the event the decision or award recoznizes that the
complaint was justified, provision maybsmade therein for
such reparation as may approoriately be made in favor of
the complainant.

(h) Judgement in the award renderad may be enteted in any
Court having jurisdiction and applicztion 2y be made in
such Cowtiora judicial acesntance of the award or an order
of enforcement as the case may De.

(i) The pacties d23

awards sinall spac .,f'

hat, wherever aproorinte, decisions and
a tim: for commiiance therewith.

1_<: .r-r-

(7) The provisions of th's Agrzament r¢lating to arbitration shall
contingz in foree aotwithstanding the termination of this
Agreement.
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(k) PRINCIPLES OF GOODWILL-The signatories base their
relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitr-
ation be given effcet and shall be interpreted and applied in
conformity with principles of law common to the A.R.E.
and France and in the absence of such principles, then in
conformity with the principles of law normaly recognized
by civilized nations in general, including those which have
been applied by International Tribunals.

ARTICLE 24
STATUS OF PARTIES

(a) The rights, duties, obligations and liabilties in respect of EG-
PC and CONTRACTOR hereunder shall be several and not
joint or collective, it being understood that this Agreement
shall not be consitrued as constituting an association or
corporation or partnzrship.

(b) CONTRACIOR shall be subject to the laws of the place
whete it is incorpotated regarding their legal status or crea-
tion, organization, charter and by-laws, shareholding, and
ownership, CONTRACTOR’s shares of capital which are
entiraly hzld abroad shall not be negotiable in the A.R.E. and
shall not be offered for public subscription nor shall they
be subject to the stamp tax on capital shares noi any tax or
duty in the A.R.E.CONTRACTOR shall be exempted {rom
the appiication of Law n® 26 of 1954 as amended, and {rom

Taw n® 9 of 1964. |
(c) All parties comptising CONTRACTOR shall be jointly and

severally liable for the petlormance of the obligations
under this Concession Agreement.
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ARTICLE 25

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may
be, and their contractors shall :

(6) Give priority to local contractors as long as their prices
and performance are comparable with international prices
and performance. CONTRACTOR and Operating Company
shall, however, subject to the preceding sentence, be exem-

pted from the provisions of Presidential Decree n® 1868 of
1974, as amended.

(b) Give preference to locally manufactured material, equipment
machinery and consumables so Jong as their quality and
time of delivery are comparable to internationally available
-materials, equipment, machinery and consumables. However,
such material, equipment, machinery and consumables may
be imported for operations conducted hereunder if the local
price of such items at CONTRACTOR’s or Operating
Company’s operating base in A.R.E. is more than ten (10)
petcent higher than the price of such imported items

efore customs duties, but after transpottation and insur-
ance costs have been added.

(c) Any of the above mentionned payments in (a) and (b) shall
be made in Icoal currency.

ARTICLE 26
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts

of A.R.E. be referred to in construing or interpreting this Apre-
ement ; provided however, that in any arbitration pursuant to
Article 23 hereabove between EGPC and CONTRACTOR the En-
glish and Arabic versions shall both be referred to as having equal
force in construing or interpreting the Agreement.
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ARTICLE 27
GAS

It Gas is produced or is capable of being produced from the

Area, EGPC and CONTRACTOR shall in good faith study all
possible economic alternatives for its use and decide on the best

alternative for EGPC and CONTRACTOR jointly. The cost
and expenses in the field of producing non-associated gas shall be
recovered in accordance wnh the Cost Recovery Principles of

Article 7.

Production Sharing Principles of Article 7 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.inthe property
of the State and may be utilized by EGPC and EGFC 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 respon-

sible for or bear any cost or expenses incurred for uviilizaition of
Gas used internally in the A.R.E.

ARTICLE 28
GENERAL

The headings or titles to each of the Articles to this Agreem-
ent are solely for the convenience of the parties hereto and s:hall
not be used with respect to the interpretation or constructions

of said Articles.
ATRICLE 29

SHARING PERSONNEL WITH OTHER
COMPANIES - RELATIONSHIP TO OTHER
CONCESSION AGREEMENT

(¢) EGPC and CONTRACTOR have heretofore entered i1:1to
certain Petroleum Concession Agreements pursuant to which
certain operating companies were authorized as the Agen-

cies for these parties. The officers, directors, other person-

nel and offices of the “Crperating ¢gompany’” under this Ag-
reement shall as far asis reasonably possible be the same as
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those of these operating companies in ordet that the costs and
expenses to EGPC and TOTAL under all Agreements shall
be minimized. Overhead and other charges and payroll
of presonnel engaged in activity for more than one operating
company shall be allocated on the basis of periodic time stu-
dies or upon such other basis as EGPC and TOTAL may
agree.

(b) Nothing in this Agreement shall be construed as constituting
any relationship to the Petroleum Concession Agreements
referred to in above paragraph(a) and each of these Agreem-
ents shall be treated separately and independentely in all
respects, including but not limited to, rovalties, taxes and
the computation of the net profits of EGPC and TOTAL

respectively.

ARTICLE 30
APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the competent autho-
rities of the A.R.E. authorizing the Minister of Petroleum to sign
said Agreement and giving this Agreement full force and effect
of law notwithstanding any countervailing governmenfal ena-

ctment, and the Agreement 1s signed by the GOVERNM ENT,
EGPC and CONTRACTOR.

ARAB REPUBLIC OF EGYPT

BY _ . - — ) -
EGYPTIAN GENERAL PETROLEUM CORPORATION

BY .
TOTAIL PROCHE ORIENT

BY — : -
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ANNEX  «A”

Annex “A’’ is the
oftfshore area. North of G
between A.R.E,

(S.A)).

E.G.P.C

Annex “B’’ is an illustrati
scale of 1:230.000 including th
this Concession Agree

The area measures approximately two hundred
points of the area are given in

Coordinates of ths corner
the following table which for

DESCRIPTION OF THE AREA

boundary description of North Darag
ult of Suez of the Concession Agreement
and TOTAL PROCHE ORIENT

ve and provisional map on the
¢ area covered and affected by
ment and described as follows

(200) Kmz2.

ms an Iniegral part of the Annex

“A ??.
Point Latitude .‘ Longitude
No. | Nerth .? - Ezast ‘ Due
f E
. | |
I [Intersection of long- 2% 39" 45" | South to point 2
itude |
j_ F
132°39" 45" E with the |
high tide water line of :
the eastern coast of
the Gulf of Suez. { !
| ;
2 29° 407 00" ;320 39" 45" © South West to point 3
3 | 29° 39" 30" 32° 39" 00" | North to point 4
4 29° 42’ 00" | 320 39 Qo West to point 5
5 29° 42’ 00" 32° 36" 007 North to point 6
| . a
6 29° 45" 00" | 32° 36" 00" | West to point 7
i
7 29° 45" 00" 1 32° 29° 07" ! North East 1o noint 8
IF |
8 29° 457 27" 320 29 20" ~ North West to point 9
9 29° 46" 32”7 32° 26" 35" North to point 10
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Point Latitude Longitude
No. North | East Due
! —_—
10 29° 47" 45" | 320 24 38" To point 11 along ths
| ' high water line of the
western coast of the Gulf
| - of Suez.
11 29° 51’ 21”7 | 32¢ 30 027 East to point [2
12 29° 517 207 32° 317 55" South East to point 13
13 {  29° 49’ 3¢ 32° 36’ 30" | South to point 14
14 29° 46’ 15 32° 36’ 30" | East to point 15
|
15 29° 46’ 15" Intersection of latitude [Along the high tide water
290 46" 15" N with [line of the eastern coast of
the high tide water {the Gulf of Suez, to the
| line of the eastern |point ! which is the point
coast of the Gulf of |of beginniine.
i Suez.

-_—
Note : reference is made to the map of EGYPT, scale 1/100000 sheet “SUEZ’’
number NH 36. F 6, Edited by military survey department edition
1975.
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ANNEX “B”

PETROLEUM CONCEESSION AGREEMENT

BETWEEN

A.R.E. GOVERNMENT
& E.G.P.C.
& [.E.O.C.

& MARATHON
& B.P

IN SOME ONSHORE
AREAS

DELTA BASIN

& OFFSHORE
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ANNEX «C’*

LETTER OF GUARANTY

LETTER OF GUARANTY NO. oottt .CAIRO,

EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,
The Undersigned,

as Guarantor, hereby guarantees to the Egyptian General Petio-
leum Cortporation (hereinafter 1eferred to as “EGPC”) to the
limit of ten million (10000000) Dollars in US Currency, the perfor-
mance by TOTAL PROCHE :ORIENT (hereinafter referred to
as “CONTRACTOR ") of 1ts obligations required for exploration
operations to spend a minimum of ten million (10000000) US
Dollars during the initial three (3) years of the exploration period
under Article 4 of that certain Concession Agreement (herein-
after referred to as the **Agreement’’) covering that Area descri-
bed in Annexes “A’’ and “B’’of said Agreement, by and between
the Arab Republicof Egypt (hereinaiter referred to as “A.R.E.”’)
BGPC and CONTRACTOR dated Twelfth day of April, 1983.

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly,during the period
of expenditure of said ten million (10000000) US Dollars by the
amount of money expended by CONTRACTOR for such explora-
tion operations during each such quarter. FEach such reduction
shall be established by the joint written statement of EGPC and

CONTRACTOR.
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In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of CONTRACTOR
prior to fulfillment of said minimum expenditure obligation
under Article 4 of this Agreement there shall be no liability on
the undersigned Guarantor for payment to EGPC wunless and
unttl such liability has been established by written statement of
EGPC setting forth the amount due under the Agreement.

It 1s further condition of this Letter of Guaranty that :

1) This Letter of Guaranty wiil become available only provided
that the Guarantor will have been informed in writing by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.R.E. and E.G.P.C. has become effective
according to its terms, and said Guaranty shall become
effective on the Effective’ Date of said Agreement.

2) This Letter of Gualanty shall in any event automatically
expire : -

a) three (3) years and six (6) months after the date it beco-
‘mes effective, or

b) at such time as the total of the amounts shown on

quarterly joint statements of EGPC apnd CONTRAC-
TOR equals or exceeds the amount of said minimum
expenditure obligations.

Whichever is earlier.

3) Consequently, any claim in respect thereof should be made
to the Guarantot prior to either of said expiration date at
the latest accompanted by EGPC’s written Statement, setting
forth the amount of under expenditure by CONTRACTOR
to the effect that :

a) CONTRACTOR has failed to perform its expenditure
obligations referred in this Guaranty, and
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b) CONTRACTOR has failed to pay the exrenditure
deficiency to EGPC.

We declare that on 1ssuing this Guaranty we did not exceed
the limit of total guaranties which we are entitled to issue as ger
Ministry of Economy’s letter No. ........ dated ............

Please return to us this Letter of Guaranty in the event it
does not become effective, or upon the expiry date. '

Yours faithfully,
For

Accountant Manager
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ANNEX «“D”’

CHARTER GOF NORTH DARAG PETROLEUM
COMPANY

ARTICLE 1

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 reterred to below and of this Charter.

The Company shall be subject to all laws and regulations in
forceinthe A.R.E. tothe extent that such laws and regulations
are not inconsistent with the provisions of this Charter and
Agreement referred to bleow :

ARTICLE 2

The name of the Company is “NORTH DARAG PETRO-
LEUM COMPANY’ abbreviated as “NORDAPETCOQ”’.

ARTICLE 3

- The Head Oiﬁce-;of NORDAPETCO shall be in the A.R.E.
in Carro. |

ARTICLE 4

The object of NORDAPETCO isto actas the agency through
which EGPCand TOTAL PROCHE ORIENT (hereinafter referred
to as “CONTRACTOR "carry out and conduct the Development
Operations required in accordance with the provisions of the
Agreement signed on the Twelfth day of April, 1983, by and
between the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN
GENERAL PETROLEUM CORPORATION and CONTRAC-
TOR covering petroleum . operations in North Darag Area

described therein.

NORDAPETCO shall also be the agency to carry out and
conduct exploration operations after the date of Commercial
Discovery pursuant to CONTRACTOR’s Work Program and
Budget arproved in accordance with the A greement.
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NORDAPETCO shall keep account of all costs, expenses ©

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

NORDAPETCO shall notengage in any business or undertake
any aclivity beyond the perfomance of said operations unless
otherwise agreed upon by EGPC and CONTRACTOR.

ARTICLE 5

The authorized capital of NORDAPETCO is twenty thmwangi
Egyptian Pounds (L.E. 20 000) divided into five thousand
(5 000) shares of common stock with a value of four (4)

Egyptian pounds per share having equal voting rights, fully paid
and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own,
throughout the life of NORDAPETCO referred to above, one-
half (15) of the capital stock of NORDAPETCO provided that
only in the event that either party should transfer or assign the
whole or any nzresatage of its own_zrship interest in the entirety
of the Agreement, may such transterring or assigning party
transfer or assign of the capital stock of NORDAPETCO and,
1nthatevent, such transferrin gorassigning party (and its successors
and assigns) must transfer and assizn a stock interest in NORDA-
PETCO equal to the transferred or assiznasd whole or percentage

of 1ts ownership interest in the entirety of the said Agreement. |

ARTICLE 6

NORDAPETCO shall not SOWN any i:.zht, title, interest or
estate In or under the Agreemsnt or any development lease
created thereunder or in any of the Patrolenm produced from any
2Xploration block or development lease area thereunder ot in any
of the assets, equipmant or other property obtained or usedin
connection therewith, and shall not be obligated as a principal
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for the financing or performance of any of the duties or obliga-

tions of either EGPC or CONTRACTOR under the Agreement.
NORDAPEFCO shall not make any profit from any source
whatever '

ARTICLE 7

NORDAPETCO: shalk be-ne mere than an agent for EGPC
and CONTRACTOR. Whenever it isindicated herein that NOR-
DAPETCO shall decide, take action or make a proposal and the
like, 1t 15 understood that such decision or judgment is the result
of the dacision ot judgement of CONTRACTOR, 6r EGPC and
CONTRACTOIR, as may bg requirc the Agreement.

~ ARTICLE &

. NORDAPETCO shall have a Board of Directors consisting
of eight (8) members, four (4) of whom shall be designated by EG-
PC and the other four (4) by CONTRACTOR. The Chairman
shall be designated by EGPC and shall also bea Managing Director.
CONTRACTOR shall d=signate the General Manager who shall
also be a Managtng Director.

ARTICLE ¢

Meetings of the Boards of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meetings
nust have the affirmative vote of five (5) or more of the Directors:
provided, however, that any Director may be represented and vote

by proxy held by another 'Director.

ARTICLE 10

General meetings ol the shareholders shall be valid if 2 majc-
rity of the capital stock of NORDAPETCO is represented thereat.
Anv decisions taken at such meetings musi have the affirinative
vote of shareholders owning or representing a majority of the
capital stock.
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ARTICLE 11

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of
NORDAPETCO empolyed directly by NORDAPETCO and not
assigned thereto by CONTRACTOR and EGPC.

The Board shall, in dus course, draw up the By-Laws of NO-
RDAPETCO and such by-laws shall bz effective upon being app-
roved by a Gengzral Mezting of the Shareholders, in accordance
with the provisions of Article 10 hereof.

NORDAPEZTCO shall o ne into existence within thirty (30)
days after the date of Commercial Diszovery as provided fot ir
the Agreement.

The duration of NORDAPETCO shall be for a period equal
to the duration of the said Agreement, including any renewal
thereof. It shall be wound and liquidated if the Agreement
referred to above is terminated for any reason as provided for
therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION

By I -
FOTAL PROCHE ORIENT

By — ——
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ANNEX k7
ACCGUNTING PROCEDURSE

ARTICL

[ 1]

GEMNERAL PROVIGIONS

Definitions

The definitions contained in Article 1 ot the Concession Agr-

eement shall apply to this Accounting rocedure =nc rave
the same meaning. Certaia dccountivg terms herves: useu o1e

defined as follows

|

¢} cAgreement  mgans U Coneession Agreement  of
which this AnneX 1S afpart !

b)) “Non-Operator’ mecans the parties 1o ihi Agreement

‘other thi n CONTRACTOR when it 1s performing work.

Statement of Activity

o) CONTRACTOR shall pursuant to Article 4 of the Agrec-
ment, render to Non Operator within thirty (30) days of
the end of each calendar Quarter a Statement of Explo-
ration Activity veflectine atl charges and credns related
to the EXxploration operations for that Quarter stunmimi-
rized by appropriate classifications indicative of the
nature thetreof.

h) Operating Company shall render to EGPC and CONT-
RACTOR withiy fifteen (15) days of the end of euch
Caleﬂffjilf Qua_l‘ter a Statement of Development and EX-
ploration Activity reflecting all charges and credits rei-
ated to the Developmient and Exploration cperations
for the quarter summarized by appropriate clzssifications
indicative ot the pature thercof except that items of

. ].‘ - 2 - .
controllable material and unusual cherges and credits
<hall be detailed.
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3) Adjustments and Audits

o) Each Statement of Exploration Activity shall conclusi-
vely be presumed to be true and correct after three (3)
months following the receipt of each statement by EGPC
anless within the said three (3) months EGPC takes
written exception thereto pursuant to Article 4 (f) of the
Agreement. During said three (3) month period sup-
porting documents will be available for inspection by
EGPC during all working hours, CONTRACTOR will
have the same audit rights on Operating Company sta-
tements as EGPC under this sub-paragraph.

b) All Statements of Activity for Development for any Ca-
lendar Quarter shall conclusively be presumed to be true
and correct three (3) months following the receipt ol
such statement uynless within the said three (3% ronth
period EGPC or CONTRACTOR takes written excep-
tion thereto. Pending expiration of said three (3)
months EGPC or CONTRACTCGE or both of them
shall have the right to audit Operating Company 4CCOUnts,

records and supportmg documents for such quartﬁ-r
‘» the same manner as nrovidad in Article 4 (f) ot the
Agreement.

4) Currensy Lxchange

CONTRACTOR’s books for Exploration and Cperating
Comnany’s books for 2av:loprient and Evploration, if
any, shall be kept tn the AKE. in U.S 2ollars.  All U.5S.
Dollars expenditures shall be charged In the amount eXpen-
ded. Al Egyptian Pounds eXpenditures shall be transla-
ted to U.S. Dollars at the oticizl buyine ot of exchange
issued by the General Bank of Egypt on the st asy of the
mouth in which expanditures are recorded, cnnd ali cther non-
1.S. Doilars expenditures shall be translated to U.S. Dollars
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at the buying rate of exchange for such currency as qu otea by
National Westminster Bank { imited, London, at 10.30
+.m. GMT. on the first day of the month in which expendi-
tures are recorded. A record shall ke kept of the exchange
rates used in translating Egyptian Pounds ot other non-U.5
Dollars expenditures to U.S. Dollars.

5) Precedence of Deocumenis

In the event of any inconsistency or confict tetween the pro-
visions of this Accounting Procedure and the provisions of
tha Agreement treating the same subject difievently, then
the provisions of the Agreement shall prevail.

6) Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,
this Accounting Procedure may be revise ¢ from time to time
in thz Jight of future arrangements.

7) No Charge for interes! on Iavestment

Tnterest on investment shall not, at any time, te charged as
recoverable cost under the Agreement.

ARTICLE 2
COSTS, EXPENSES AND EXPENDITURES

S 1bject to the provisions of the Agreement, CONTRACTCR
shall alone bear and, directly or through Operating Company,
pay ths following costs and expenses, which costs and expenses

shall b olzssifind und treatic 1 accordeone with Soticle 7 of

the Agreernent
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1) Suriace Rights

All direct cost attributable to the acquisition. renswal or
relinquishment of surface rights acquired and maintained
in force for the Area.

2) Labour and Related Costs :

a) Annual salaries and Wages of CONTRACTOR’s or Ope-
rating Company’s employees, as the case may be, directly
engaged in the wvartous activities under the Agreement
imcluding salaries and wages paidto geologists and cther
employces who are temporarily assigned to and emiployed
in such activities. The szlares shall not include any obli-
gatory socitar oonefits or paysients to 2overnmental or
paublic authorities. For expatriate employees perma-
neatiy assigned to Egypt. CONTRACTOR shall submrit
the « ! ace for ine rizhiness and the reasonable details
of suca s:iaries when reqeired by EGPC.

Reasonabie revisions of such salaries and wages snall
be cuected to take info account changes in TONTRA-
CTOR's policies and amendments of Laws applicable
to salarics. For the puipess of this naragraph 7, szla-
ries and wvazzs snall mean the assessab’e amounts for
ARE. Income Taxes, including the salaries Gurins
the vacattons and sick ?eavea, but exciuding all the
. amoits of the other items covercd by Y the percentage

fixed auder Sub-paragraph b) belov..

h) Forcrpattiate LP’&DIO”G‘“S[} Tmanently 2851ened to Egypt:
i. All allowances arplicable to salzries and wages

2. Cost of established plans ; and
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3. All travel and relocation costs of such expatriate
employees and their families to and from the emp-
loyee’s country or point of origin at the time of em-
ployment, at the time of separation, as a result of
transfer from one location to another and for
vacation (transportation costs for employees and
their families transferring {rom A.R.E. to another
location other than their country of origin shall not
be charged to A.R.E. Operations).

Costs under this sub-paragraph 2. b) shall be equal
to seventy (70) percent except for employees whose
families have not been transferred to A.R.E., In
which case the percentage will be sixty (60) percent
of basic salaries and wages paid for such expatrate
personnzl includiné those paid during vacations
and sick leaves asestablished in CONTRACTOR s
International policies, chargeable under suyo-para-
graph 2 a), paragraph 9 and sub-paragraphs 11
a) and c¢) of this Article 2.

However, salaries and wages during vacations,
sick leaves and disabtility sare covered by the
foregoing percentage. The pcrcentace outlined
above aims to reflect CONTRACTOR’s actual
costs as of the Effective Date with regard to the
following benefits, allowances and costs :

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

2. Household implements fransportation in A.R.E.
or abroad (round trip) ;

3. Clothing equipment allowances ;

4. Expenses connected with departure and arrival
of employees and their families ;
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5. Accruals of seniority indemnity ;

6. Charges for social security and insurance such
as

— Retirement plan

— National Health Insurance

— Unemployment Insurance

— Accident and disability Insurance

— Extraordinary Insurance

7. Contractual travel expenses of employees and
their families

8. Excess luggage ;
9. Recreational allowances :

10. Medical assistance to employees and their
families in or outside A.R.E. ;

11. Housing and uttlities allowances ;

12. Education allowance (children of exratriate
employees and educational assistance

13. Settlement allowance in or outside A.R.E. :

4. Contribution for rvesettlerment expenses at
tepatriation ;

15.  Vacations, sick leaves and disability salaries or
expenses

16. Any other costs, allowances and tenefits of a
like nature as established in CONTRACTOR s
Iternational poelicies.

The percentages outlined above shall ke revie-
wed at intervals of three (3) vearsfrom the Effe-
ctive Pate and at such time CONTRACTOR
and EGPC will agree on new percentages to
be used under this paragraph.
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Revisions of the percentages will take into
consideration variances in costs and changes
iIn  CONTRACTOR'’s international policies
which change or exclude any of the above
allowances and benefits.

The revised percentages will reflect as nearly
as possible CONTRACTOR’s actual costs of
all 1ts established allowances and benefits
and of personne! transfers.

If at the end of a given year the percentages
outlined above do not cover the reasonable
and neccssary actual costs of the expatriate
permanently assigned to Egypt, and provided
that CONTRACTOR brings in evidence and
documents of these costs, EGPC on its sole
decision according to EGPC’s policy for
foreign contractors, shall accept all or part
ol them.

¢) For expatriate employees temporarily assigned to Egypt
-all rates allowances, costs of established plans and all
travel relocation costs for such expatriate as paid in
accordance with CONTRACTOR ’sinternational policies.

d) Costs of expenditure or contributions made pursuant
to law or assessment imposed by governmental autho-
rity which are applicable to labour cost of salaries and
wages as provided under sub-paragraph 2 (a and 2 b),
paragraph 9 and sub-paragraphs 11a) and 11 ¢) of this
Article 2.

3. Benefits, allowances and relatad Costs of national employees

Bonuses, ovartime, customary allowances and benefits on
a basis simiar to that prevailing for Oil Companies oper-
ating in A.R.E., all as chargeable under sub-paragraph 2a),
paragraph 9 and sub-paragraphs 11 a) and 11 C) of this
Article 2. deverance pay will be Charged at a fixed rate
applied to payrolls which will equal an amount equivalent
to the maximum liability of severance payment as required
under the A.R.E. labour law.
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4. Material

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

a) Purchases

Material, equipment and supplies purchased shall
be at price paid by CONTRACZTOR or Operating
Company plus any related cost and after deduction of

all discounts actually received.

b) Material furnished by CONTRACTOR

Material required for opcrations shall be purchased
directly whenever practicable, except that CONTR-

ACTOR may furnish such material from CON-
TRACTOR’s affiliates stocks oatsidz th A.R.E. under
the following conditions :

1. New Material (Condition “A”

New material transterred from CONTRACTOR’s
affiliates warehouse or other properties shall be
priced at cost, provided that ths cost of material
supplied is no higher than intarnational prices for
material of similar quality supplied to similar terms,
prevailing at the time such matarial was sanplied.

2. Used Material (Conditions “B* and «<C?’)

a) Matetrial which 1s 1n sound and szrviczable
condition and 1s suitable for re-use without
reconditioning shall be classed as Condition
““B’” and priced at seventy-five percent (75 )
of the price of new material.
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b) Material which cannot be classified as Condition
“B’” but which is serviceable for original fun-
ction but substantially not suitable for recon-
ditioning, shall be classed as Condition <C”
and priced at fifty percent (509%,) of the price
of new material.

c) Material which cannot be classified as Condition
“B’” or Condttion “C’’ shall be priced at a
value commensurate with its use.

d) Tanks, buildings and other equipment invol-
ving erection costs shall be charged at applica-
ble percentage or knocked-down new price.

c) Warranty of Materials furnished by CONTRACTOR

CONTRACTOR does not warrant the material furni-
shed beyond or back of the dealer’s or manufacturer’s
guaranty ; and in case of defective material, credit shall
not be recorded wuntil adjustment has been received

by CONTRACTOR from manufacturers or their agents.

5) Transportation and Employee Relocation Costs

a) Transportation of equipment, materials and supplies
necessary for the conduct of activities.

b) Business Travel and Transportation expenses to the
extent covered by established policies of CONTRA-

CTOR or with regard to EXxpatriates and WNationals,
as incurred and paid by, or for, employees in the conduct
of CONTRACTOR’s or NORDAPETCQO’s business.

c) Employees transportation and relocation costs for Na-
tional employees to the extent covered by established
policies of NORDAPETOC’s business.
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6. Services

a) Outside services

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

b) Cost of services performed by EGPC or by CONTRA-
CTOR or their Affiliated Companies in facilities inside
or outside the A.R.E. Regular, recurring, routine servi-
ces, such as interpreting magnetic tapes and/or other
analyses, shall be performed and charged by ECPC and/
or CONTRACTOR or their Affiliated Companies at
an agreed contracted price. Major projects involving
engineering and design services shall be performed by
EGPC and/for CONTRACTOR or their Afiihated
Companies at a negotiated contract amount

¢) Use of EGPC’s CONTRACTOR’s or then Affiliated
Companies’ wholly owned ¢quipment shall be charged
at a rental rate commensurate with the cost of own-
ership and operation, but not in eXxcess of competitive
rates currently prevailing in the A.R.E. for Exploration.

d) CONTRACTOR’s and its Affiliated Companies’
rates shall not include any administiative overhead

costs other than what is mentioned in Atticle 2 11 b).

7. Damages and Losses

All costs or expenses, necessary to replace or repair
damages or losses incurred by fire, flood, storm, theft,
accident ot any other cause not controllable by CONT-
RACTOR or Operating Company through the exercise
of reasonable diligenc e. CONTRACTOR or OQOgerating
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Company shall furnish EGPC written notice of dama-
ges or losses incurred in excess of ten thousand(10000)
US Dollars per occurrence, as soon as practicable
after report of the same has been received by
CONTRACTOR or Operating Company.

Insurance and Claims

The cost of any public liability, property, damage and
other insurance against liabilities of CONTRACTOR,
Operating company and/or the parties or any of them o
their employces and/or outsiders as may be required by the
laws, rules and regulations of the GOVERNMENT ot as
the parties may agres upon. The proceeds of any such 1msu-
rance or claim collected shall bz credited against operations

If no insurance is carried for a particular risk, all related
actual expenditures incurred and paid by CONTRACTOR
or Op:rating Companyinssitlementof anyand all losses,
claims, damages, judsements and any other expenses,
including legal services.

Indirect K «Denses

Camp overhzad and facilities such as shore base, warehouses,
water systems, toad systems, salaries and expense of field
sup:rvisory personmel, fisld clercks, assistants, and other
senaral employees indirectly serving the Arvea.

Such expanses shall bz allozatzd each month between Explo-
ration and Development operations according to sound
and practicable accounting methods.

. Leagal ExXDdenses

All costs and expensss of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney’s fees and expenses as hercinafter provided,
together with all judgements obtained against the parties
or any of them on account of the operations under the Agre-
ement, and actual expenses incurted by any party ot parties
hereto in securing evidence for the purpose of defending
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against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In
the event actions or claims affecting the interests hereunder
shall be handled by the legé! staff of one or more of the parties
hereto, a charge commensurate with costs of providing and
turnishing such services may be made to operations.

11. Administrative Overhead and General Exmenses

@) Whie CONTRACTOR is conducting exploration
activities, cost of staffing and maintaining CONTRA-
CTOR’s head cffice 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 Atticle 2,
paragraph 9 above, and excepting salaries of employees
of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged

as provided in Article 2, paragraph 2 above.

b) CONTRACTOR’s administrative overhead outside the
A.R.E. applicable to the A.R.E. exploration operation
which will be charged each month at the rate of five
percent (37,) of total Exploration expendi tures while
CONTRACTOR is conducting exploration Activities.
Administrative overhead outside A.R.E. will not be
charged while Operating Company in conducting
Exploration Activities. No other direct charges as such
for CONTRACTOR’s administrative overhead outside
A.R.E. will be applied against the Exploration Obligation .

Examp]es of the types of costs CONTRACTOR is incurr-
ing and charging hersunder due to activities under the

Agreement and covered by said percentage are :
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1. executive - time ol executive officers.
2. treasury- financial and exchange problems.

3. purchasing - procuring materials, equipment and
supplies.

4. exploraticn and production directing, advising and
controlling the entire project.

5. other departments such as legal, comptrollers and
engineering which contribute time, knowledge and

experience to the operations.

The foregoing does not preclude charging for direct
service under sub - paragraph 6 b) of this Article 2.

¢) While Operating Company is conducting activities,
Operating Company’s petsonnel engaged in genetal clerical
and office work, supervisors and oflicers whose time 1s
generally spent in the main office and not the field, and all
employees generally considered as general and administra-
tive and not charged toother types of expense will be
charged to operations. Such expenses shall be allocated

each month between Exploration and Development
operations according to sound and practicable accoun-

ting methods.

12 Taxes
Alltaxes, duties orleviespaidinthe A.R.E. by CONTRA-
CTOR or Operating Company with respect to this
Agreement other than those covered by paragraph )

1) of Article 3 of the Agreement.
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:13. Continuing CONTRACTOR costs

14.

A

Costs of CONTRACTOR activities required under the
Agreement aad incurred cXclusively in the A.R.E. after
Operating Company is formed. No sales expenses
incurred outside or inside the A.R.T. may be recoverad
asS a cost.

Other Expenditures

Any costs, expenses or expenditures, other than those
which are covered 2nd dealt with the foregoing provisions
ol this Article 2,incurred by CONTRACTOR or Operating
Company und:r approved Work Programs and Budgets.

ARTICLE 3
INVENTORIES

Periodic Inventories, Notic: ani Hepresentanon

Atreasonable intervalsas azreed upon by EGPC and CON-
TRACTOR inventorics shail be taken by Operating Company
of the operations materials, which shall include all such
material, physical assets and construction projects. Written
notice of intention to take mventory shall be given by Operating
Company to EGPC and CONTRACTOR. :t Jeast thirty (30)
days before anyinventotryisto pegin so that EGPC and CON-
TRACTOR may bs represented when Y Inventory is taken.
Fatlure of EGPC and/or CONTRACTOR to he represented
at an inventory shall bind them to accept the inventory taken
by Operating Company, who shall in that event furnish the
party not represented with a copy thareof

Recoacifiation and Adinsiqent of Taveit-ries

Reconciliation of inventorv shall be mad- 2v CONTRAC-
TOR and EGPC, and a list of overages and shoitages shall
bz jointly determined hyv Operating Compan and CONTER 4.
CITOR and EGPC, and the nventory adjusted by Uperating

- Company. -
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ARTICLE 4

COST RECOVERY

I+ Statements ¢f Recovery ¢f Cost and Cost Reccvery Crr (e
Gil
CONTRACTOR shall, pursuant to Article 7 of the Agree-
meant, rapder to EGPC as promptly as practicakie but not
later than fifteen(15) days after receipt from Operating Com-
pany of the Statements for Development and Explocation

Activity for the Calendar Quarter a statement for that Quar-
ter showing :

(i; Recoverable costs carried from the previous quarter if
any,

( ii) Recoverable costs incurrted and paid during the quarter
(iii) Total recoverable costs for the quarter (i) -+ (ii).

(iv) Value of Cost Recovery Crude Oil taken and separa-
tely, disposed of by CONTRACTOR for the quarter.

(v) Amount of costs recovered for the quarter.

(vi) Amount of recoverable costs carried into the succeeding
quarter, if any

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

taken and separately disposed of by CONTRACTOR
ovet costs recovered for the quarter.

2. PAYMENTS

If such statement shows an amount due to EG, payment
of that amount shall be made in Us Deliors by CONTRALC-
TOR with the rendition of such siatement.

If CONTRACTOR ftails to make suct any pevmant to E45-
PC on the date when such pavment is due, then CONTRA-
CTOR shall pay an 1aterest of 2.59, highet than the London
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Interbank Borrowing Offered Rate (LIBOR) for three (3)
months US Dollars deposits prevailing on the date such
tatetest 1s calculated. Such interest payment shall not be
tecoverable.

3. Settlement of Excess cost Recovery Crade Oil;

£GPC having the right to take its entitlement of excess Cost
Recovery Crude Oil under Article 7 sub-paragraph a) of
¥he Agreement, in kind during the said Quarter. A settle-
ment shall be required with the rendition of such statements
in case CONTRACTOR bhas taken more than its own enti-
tlement of such excess.

4. Audit Right

EGPC shall have a period of twelve (12} months from rece-
ipt of any statement under this Atticie 4 in which to audit and
rtaise obizction to any sucih statement. EGPC and CONTR-
ACTOR shail agree on any required adiistmen:s, Supnor-
ting documents and accounts will ba avaiiahia 0 EGPC dir-
g said twelve {12) months period.

ARTICLE 5

CONTROL AND MAJOR ACCOUNTS

axporation Obiization Toalrdl Accounts

CONTRACIOR will astanisn an Exploration Inligation
Control Aczonnt and an Offsatiing contra nccount to contro!
therein the toinl amouni of Exploration Exnendityres re-
ported on Statements of Activity prepared per Article 1.2 3)
hereof, less any veductions asreed to by EGPC and CONT-
RACTOR rtoillowing written exceptions taken 5v a Non-
Orperator pursuant to Arvticle 1.3 a) hereof In order to
determine when minimum Exploration obligation have heer

Mmel.
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2. Cost Recovery Control Account

CONTRACTOR will establish a Cost Recoverv Control
Account and an offsetting contra account to control therein
the amount of cost remaining to be recovered, if any, the
amount of cost recévered,‘ and the value of Excess Cost
Recovery Crude Oil if any.

3. Major accoants

For the purpose of classifying costs, exp

tures for cost recovery as well as for the puw.

lishing when the Exploration Obligation has been mu., costs
expanses and expanditures shall be recorded in major ac-
counts including the following :

— exploration expenditures

— development expanditures other than Operating Expe-
nses

— operating expenscs.
Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACIOR
to the extent necessary for the control of recovery of costs
and the treatment of Cost Recovery Crude Oil.
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