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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION
BETWEEN

THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION

AND __
TOTAL PROCHE ORIENT (S.A)
~ IN
DARAG AREA, OFFSHORE NORTH OF GULF OF SULY

This agreement made and entered on this Bfth [5th) day
of june, 1980 by and between the ARAE REPUBLIC OF
EGYPT (hereinafter referred to variously as “A. R. E.” or as the
“GOVERNMENT™Y, the EGYPTIAN GENERAL PETROLETIM
CORPORATION, a legal entity created by Law No. 167 of [958
as amended (hereinafier referred to as “EGPC” and TOTAL.
PROCHE-ORIENT {5.A}, a company organised and ¢xisting pades
the Taws of FRANCE (heremafter referred to variously as TOTAL 3
or as “CONTRACTOR™.

WITNESSETH

WHEREAS. Law No. 66 of 1953, as amended, established
that all raw materials inchuding petroleum, existing in mines and
quarries in A.R.E., including the territorial waters, and in the sciy
bed subject to its jurisdiction and extending beyond the tryriynyial
waters, are the property of the State, and

WHEREAS, EGPC has applicd for an exclusive concrssion for,
the exploration development and production of petroleum in anti
throughout the area referred to in Article 11, and described -

Annex “A” and shown approximately on “B” which arc attawched
hereto and made part hereof ; and
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WHEREAS, CONTRACTOR agrees to undertake its obliga-
tiens provided hercinafter as CONTREACTOR wiath respect to the
exploration, development and production of petrolenm in said Area;
and

WHEREAS, the GOVERNMENT desires - hereby to crant

such concession ; and

WHEREAS, the Minister of Petroleum purusant « the prn-

visions of LLaw No. 86 of 1956, may enicr into concession agreemdent
with EGPC and with CONTRACTOR as a CONTRACTOR, for

the petraleum operations referrcd to in the preceding paragraph
the Area hereinafter referred to.

NOW, Therefore, the parties hercto agree as follnws :
ARTICLE 1

DEFINTTICONS

(a; “Exploration” shall include such grological. geolphysical, acrnal
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes srtatigraphic tests, holes for the discovery of petrolenm
or the appraisal of petrolcum discoveries and other welated
holes and wells; and the purchase or acquision of such supp-
lies, materials and equipment therefore, all as may be contained
in the approved Wk Programs and Budgets, The veb
“explore” means the act of conducting exploration.

{h) “Development™ shall include, but not he limited to, all the

operations and activities pursnant to approved Work Programs
and Budgets under this Agreement with respect to !

() The drilling of development wells, and
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(ify Designing, construction, installation servicing and main-
tenance of equipment lines, systems facilities, plants anci
related operations, to produce and operate said wel's, w
take, save, treat, handle, store, flare; transport and deliver
Petroleum for export, and to undertake repressuring, recyci-

ing and other secondary recovery projects.

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

that may be extracted therefrom.

) “Liquid Crude Oil” or “Crude Oil” or “QOil” means any
hydrocarbon produced from the Area which is in a liquid state
at the wellhead or lease separator or which is extracted froun
the gas or casinghead gas in a plant. Such term includ.s

distillate and condensare.

{e) “Gas” is natural gas both associated and non-associated, and all
of its Constituent elements produced from any well in the Area
and all nun-h}fdrﬂéarbm- substances therein. Said term shall

include residual gas.

(f) A “barrel” shall consist of forty-two (42) United States gallons, -
liquid measure, corrected to a temperature of sixty degrees (61)] .
Fahrenheit.
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(g) “Commercial Well” means the first well in any geological
feature which, after testing for a period of thirty {30 oonsecu-
tive days where practical, but in any cveilt m accordanve witil

- sound, accepted industry production practices, and verified by
EGPC, 1s found to be capahle of producing at the awerage rafe
ol not less than three thousand (3000) barrels of ofl par

dry (BOPD). The date of discovery of a “Commercial Well”

i the date on which such well 15 completed and tested accor-
ding to the above.

() “ARE” means ARAB REPUBILIC OF EGYPT.

(1) “Effective date” means thc date on which the relevant law
rcferred to in Article XXX is issued or the text of this agree-

went is signed by the GOVERNMENT, EGPC and CON-
TRACTOR, whichever is later.

(7} “Year® or “Calendar Year” means a period of twelve {12)
months according to the Gregorian Calendar.

(k) “Financial Year” means the GOVERNMENT’s financial year
starting on January 1st, and ending on December 31st, accor-
ding to the Gregorian Calendar, both dates beimg inclusive.

() “Tax Year” means the period of twelve (12) momths acoording
to the Gregorian Calendar for swhich tax retsms er mports are
required according to amy applicable sacome, profits or -other
tax law or regudation of the ARE.

{m) An “Affiliated Company” means a company :
(f} The share capital, mﬁferrhlg majority of votes at stock-
holder’s meetings of such company, of which is nwnel!-
directly or indirectly by a party hereto
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() Which is the owner directly or indirectly of share capital
conferring majority of votes at stockholders’ meetings of a
party horcto - or

(iit) Whose sharc capital conferving a majority of votes at
stockholders’ mcetings of such company and the share
capital conferring a majority of votes of stockbokders’

meetings of a party hereto are owned directly or indirectly
by the samce company.

ARTICLE 11
ANNEXES TO THE AGREEMENT

.
Amnex A" 15 a description of the Area covercd and affected

hy this Agreement, hercinafter referred to as “The Area™.

Annex "B is an flustrative map on the soale of 1 : 250000
indicating the Arca covered and affected by this Agreement ancd
described in Annex YA”,

Anncx “C* is the form of a Letter of Guaranty to be issued by
the 'Tf:::im*:;a'f Seciete Generale Rouk, Caire, Egypt, and to be sub-
miited by CONTRACTOR on the Effective Date of this Agree-
ment for the sum of six million (6,000,000} U.S, Dellars, guarantee-

ing 1he exeoution of CONTRACTOR’s minimum zxploration
¢bligations hercunder for the first three (3} vear exploration

period.

Such guaranty shsll romain effective for six {B) months alter the
end of the said three (3) year perind cxcept as it may be released

prior to that time in accordance with the torms thereof,
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Anmex "D iz the forrm of 2 Charter of the operating cony.any
to be formed as provided for in Article V1 hereol

Amnex “E” s the Aecounting procedure,

Anmnexes “A7, “B?, “07, “D" and “L” to this Agreement ac
hereby made part bereof and they shall be considered ay howving
equal force and effect with the provisions of this Agreement,

ABRTICLE HI
GRANT OF RIGHTS AND THERHM

The GOVERNMENT hereby grants EGP(, and CONTHRALL
TOR subject to the tovms, covenants and conditions set aut iy this
Agreernent, which Insofar as they are contrary to or incomsistent

with any provisions of Law No. 86 of 1953, as ammended, shadl Kave
the force of Law, an exclusive cancession in and to the Area dese
cribed In Arrrexes A7 and "B

{#} The GOVERNMENT shall vwn amd be entitled, as hevent
after provided to-a royalisy i cash or in kind of Tem {10 per-
cent of the total quantity of petroleum produced and saved fram
the Area during the devclopment period induding rencual.
Said rovalty shall be borne and paid by EGPC ame shalt not
be the obligation of the CONTRACTOR. The payment of
royalties by EGPC shall not be deemed to result in income
attributable to the CONTRACTOR,
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{6 An initial exploration period of Three (3) years shall start from
the Effective Date. Two (2) successive extensions to the initial
exploration period of Two (2) years and Three (3) years siiail
be granted CONTRACTOR at its option upon ninetv days
prior written notice to EGPC and subject only to its having
fulfilled its obligations hcreunder for the preceding period.
The Agreement shall be terminated f no commercial discovery
is established by the end of the Eighth (8th) year of the explo-
ration period. However, such period may by notice to FGPC

be extended at CONTRACTOR’s option for up to six menths
to enable the completion of drilling and teﬁting of any well
actually being drilled or tested at the end of the Eighth (8t
year. Election by EGPC to undertake a sole risk venture under
paragraph {¢) immediately hereafter shall not extend the explo-

ration period nor affect the termination of the Agreement as to
CONTRACTOR.

{c} *“Commerical Discovery” : After discovery of a Commercial
Well, CONTRACTOR shall undertake, as part of its explo-
ration program the appraisal of the discovery by drilling cne
or more additional wells, to determine whether such discovery
is worthy of being developed commercially, taking into const-
deration the recoverable reserves, production, pipeline and ter-

minal facilities required estimated crude oil prives, and all

other relevant technical and economia factors.
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A Commercial Discovery may consist of one producing
reservolr or a group of producing reservons which after appral-
sal is worthv of being dewnlaped convnercially. CONTRACTOR
shall give netice of a-Commercial Disoovery to EGPC imme-
diately after the discovery is considered by CONTRACTOR
to be worthy of commercial development but in no event later
than the completion of the second erploration appraisal well,
or twelve {12} months following the date of the discovery of
the Commercial Well whichever is eardier 3 except the GON.
TRACTOR shall also have the right to give such ootice o
Commercial Discovery with respect to any TCServoir or 1esere
voirs even if the well or wells thereon are not “Corymercial™
within the definition of “Commercial Well® H, in s opinion,
a group of rcservoirs considered collectively, could be worthy
of development.

Following receipt of such notice RGPC and CONTRAOC-
TOR shall meet and review all appropriate data with 3 view to
mutually pgreeing wpon the existence of a Commercial Ihs
covery. The date of Convnercial Discovery shall be the date
EGPC and CONTRAUTOR mutually agrec that a Comyner-
cial Discovery oxists.

If Cyude Oil is discovercd bet i not deemed b CONT.
RACTOR i be a Commergal Discovery under the above pro-
visiong of this paragraph {c}, EGPC shall, one {1} vear after
the expiraon of the peried specified above within which
CONTRACTOR can give notice of Commaorcin! Duscovery, o
cighteen {18} months after the completion of a well not con-
sidered a Commercial well have the vight, following sixty {60}
days notie in writing to CONTRACTOR 2t its sole cosy wisk
and expense, to develop produre and dispose of all Crude UM
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from the geological feature on which the well has been drilled.
Said notice shall state the specific area covering saich 3cologi-
cal feature to be developed, the wells to be drilléd, the produc-
tion facilities to be installed and EGPC’s estimated cost thoreor,
Within thirty (30) days after receipt of said notice CONTRAC-
TOR may, n writing, clect to develop such area as provided
for in the case of Commercial Discovery hereunder. In such
event all ferms of this Agreement shall continue to apply to the
specified arca.

If CONTRACTOR elects nnt to develop such aren, the
specific area covering said geological feature shall be set aside
tor sole risk operations by BGPG, EGPC shall be entitled to pev-
form, or in the event Operating Company referred to in Article
YT has come into existence, 0 have Operating Company per-
form such operations for it at EGP(’s sole cost, risk and expense.
When EGPC has tecovered from the Crude Oil praduced from
such specific arca a guantity of Crnde Oil egual i value 0
threc hundred (300) percent of the cost it has incurred in car-
rying out the sole risk operations, CONTRACTOR shalt have
the option, only in the event there has been a separate Com-
mercial Discovery, to share in further development and pro-
duction of that specific area upon paying EGPC ene hundred
(100) pecent of such costs incurred by EGPC.  Such one hun-
cred (100} percont pavment shall be recovered by CONTRAC-
TOR from Cost Recovery Crude Oil in the normal manner for
the recovery of expenses under Article VII {a). TImmediately
following such pavment the specific area shalt either (i} revert
to the status of an ordinary development lease under this Agpre-
ement and thereafter shall be operated in accordance with thit
terma hereof; or (i) alternatively, in the event that at snch time
EGPC or its affiliated company is conducting all development
operations in the area at its sole expense and EGPC elects by
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(d)

notice to CONTRACTOR given within ten {10} days of the
payment by CONTRACUTOR 1o continue operating, the ares
shall remain set aside and CONTRACTOR shall in addition
to the recovery from cost recovery aude oil of the one hundred
(100) percent payment mentioned above only be entitled to its
percentage of the Orude Oil as specified in Article VII {b) below.
The sole risk Crude Oif shall be valued in the manner provided
in Paragraph {¢) of Article VII. 1In the event of any termi-
nation of this Agreement under the provisions of paragraph
(h} above this Agreement shall, however, continue to apply t©

EGPC’s operation of any sole risk venture hereunder, although
snch  Agreement shall have been termnated with respect (o
CONTRACTOR pursuant to the provisions of said paragraph

{ty* above.

The development period shall be twenty (20) years from the
date of the first Commercial Discovery. This period may be
renewed for an additional period of Ten {10} years at the option
of CONTRACTOR upon six (6) months prior written notice
to EGPC. Following Commercial Discovery the extent of the
whale area capable of production to be covered by development

tense or leases shall be mutually agreed upon by EGPC and
CONTRACTOR and be subject to the approval of the Mini-
stvr of Petroleum.

Such area shall then be converted automatically inty A
gevclopment leave or leases without the issnance of any additie-
nal legal instrument or permission.

Development operations thereafter shall be stay o pront-
ptly by Operating Company and be conducted in m‘rprda{mc
with good oil field practices and accepted petrlocum engimeening
principles until the field s coraidered to he fully QEvclnped.
% the event no commerciel production of Petroleum i regular
shiptments is establisheg 1 any of the blocks in which a Come
mercial Discovery is made within three {3} years from the date
of Commercial Discovery, suvh block shall sumediafely e suee

ropdored.
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(¢} CONTRACTOX shall bear and pay all the costs and expenses
requized in carrying out all the operations wnder this Agresment
but such costs and cxpenses shall not include any mterest on
investment, and CONTRACTOR shall look only to the Petr
rolevm to which it is entitled under this Agreement o recover
sich costs and expenses.  Such costs and expenses shall be re-
coverable as provided in Article VII. During the term of this
Agreement and its renewal, the total production achieved i
she conduct of such operaticns shall be divided between EGPC
and CONTRACTOR in acordance with the provision of

Article VI,

4

1.

CONTRACTOR shall he subject to the Jaws in foree In
the ARE. and the political subdivisions thereof, which
impose taxes on or ave measared by income or profits, i~
cluding those laws imposing the commercial and mdustrial
profits tax, runicipal tax, defense tax and national SELOTILY
sax on income and dividends paid with respect to share-
holders {hereinafter referred to as "AR.E.” Income Taxes)
and except as otherwise provided in the Agreeme, shall
comply with the requivements of such laws with respect 10
the filing of Tetnms, the assessment of tax, and the keeping
for Teview by authorised persons of books and records.

Any ARE. Income Taxes as described above which
may be levied against CONTRAGT OR’s shareholdars as
2 vesult of CONTRACTOR’s activities under this Agre-

cment shall be the responsibility of EGPC,
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It 1s expressly agreed and acknowledged that EGPC’s
share of the volume of crude oil as determined under
Article VII includes a velume of crude oil to meet the
CONTRACTOR’s ARE. Income Taxes as described
above in this paragraph {f) (1). EGPC agrees that proceeds
from such crude oil volumes will be used to meet CON-
TRACTOR’S income tax Lability in AR.E. as and when
due.

For purpose of applying paragraph {f) (1) of this Article,
the total taxable mcome of CONTRACTOR and GON-

TRACTOR’s sharcholders in respect of any Tax Year
should be an amount calculated as follows :

(i) The total of the sums reccived by CONTRACTOR
from the sale or other disposition of all Crude QOil
acquired by CONTRACTOR pursuant to Article VIT,
paragraphs {a) and (b);

LESS

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

Year under paragraph (a} of Artide V1I; and

(b} The wvalue, as dctermined in paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and separately disposed of by CON-
TRACTOR pussuant to Article VII, paragrapi:

()} £2);
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(i} An amount equal to CONTRACTOR’s ARE. In
tome ‘laxes,
3, EOPG shall aswme, pay and discharge, on behalf of CON-

TRACTOR, CONTRACTORs AR.E. Income Taxes oud
of the sams received by EGPC from the sale or other dis

position of its share of the Grude Oil
4. ECPC shall fumnish to CONTRACTOR the proper of
ficial receipt evidencing the payment of CONTRACTOR's
ARE Income Taxes, within sixty (60) days following the
receipt by EGPG of CONTRACGTORs tax declaration for
the preceding Tax Year. Such receipts shall be issued by
the proper Tax Autherities and shall state the amount and
other particulars customary for such receipts. '
T caleulating its A.R.E. Income Taxes, EGPC shall be entitled’
to deduct royalties paid by EGPC o the GOVERNMENT amd
ihe A R.E. Income Tases of CONTRACTOR paid by EGPC

on CONTRACTOR’s behall,

ARTICLE IV

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

o3 CONTRACTOR shall commence exploration operations heres
under pot Jater than six 16) tnonths after the Effective Date. Dot

tater than the end of the twenty fourth {24th) month after the
Effective Date, CONTRACTOR shall start Fxplotation dnling
i the Area, with a commitment of drilling one (1) well dunng
vhe initial explpration period, however after drilling such weil,
each drilling shall be made continuoudy and Ehﬁu' not he *:usi
nended without the written approval of EGPC which shall i?:ﬂ:_.f:

he unreasonably withheld

2}

- - "E""-

ROPC shall make available for contraciors use all ;'Eﬂisrf;f*

. * = ) - wr -

well and other vxploration data, in EGPLs possession with 18
pect 10 said AR
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{f} 'Lhe inital exploration perixi shall be Three (3} years. TON.
TRACTOR may extend this exploration period for Two (2)
additional periods of Two (2) years and three (3) years respec-
tively, cach upon a ninety (80) days prior writien notice to EGPC
subject to its expenditure of its minimum exploration obligat-
ions for each such period.

CONTRACTOR shall spend a minimum of six million
(6,000,000} US Dollars on exploration operations and activities
reiated thereto during the initial three (3) years exploration
period, including dnlling of One {1} weR for the first two {3}
years period that CONTRACTOR elects to extend beyond thé
initial exploration period CONTRACTOR shall spend a misi-
mum of five rillions {5,000,0000 US Dollars,

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial Three {3}
vears exploration period or during any period thereafter, the
excess may be gsubtracted from the minirmum amount of money
required to Le expended by CONTRACTOR during any sac-
ceeding exploration period or periods, as the case may be.

In case CONTRACTOR surrenders its exploration obligations
in this Agreement as set forth above before or at the end of the,
third {3rd) year of the initial period, having expended less than,
the total sum of Six miltion (6,000,000} US Dollars on explo-
ration or in the event at the end of the third (3rd) year CON-
TRACTOR has expended less than said sum in the Area, an
ammumt equal to the difference between thr said Six milhon,
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(6,000,000} US Dollars and the amount actually spent on explo-
ration 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 cxploration period, as the case may

be. Any expenditurc deficiency by CONTRACTOR at the
end of any additional period for the reasons above-noted shall
similarly, result in a payment by CONTRACTOR to EGPC
of such deficiency. Provided this Agreement is still in force
as 10 CONTRACTOR, CONTRACTOR shal! be entitled to
recover any such payments as exploration expenditure in the

manner provided (or mnder Article VI in the cvent of com-

nercial production.

Without prejudice to Article IIT (b), in case no Com-
mercial Discovery is cstablished by the end of the Eigheh [3th
yrﬁr, or in case CONTRACTOR surrenders its exploration
obligations under this Agreement prior to such time, EGPC shall
not bear any of aforesaid expenses spent by CONTRACTOR.

At least three (3) months prior to the beginning of each year
or at such other times as may mutually be agreed to by EGPC
and CONTRACTOR, CONTRACTOR shall prepare an Ex-
ploration Work Program and Budget for the Area setting forth
the exploration opcrations which CONTRACTOR proposes 10
carry out during the ensuing year, During the e:xplmatinﬁ

period, such Work Program and Budget shal be at Teast suaf-
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ficient to satisly CONTRACTOR's minimum expenditure obli-
gations for the period it covers, taking into account any credits
for excess expenditures by CONTRACTOR in prior explo-
ration period. -

The Exploration W{frk Program and Budget shall be review-
cd by a joint committee to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement

'This Committee, hereinafter referred to as the “Exploration

Advisory Committee”, shall unless otherwise agreed upon by
EGPC and CONTRACTOR consist of four (4) members, two

(2) of whom shall be appointed by EGPC and two (2) by GON-
TRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory Com-
mittee shall review and give such advice as it deems appropriate
with respect to the proposed Work Program and Budget. Fol-
Jowing review by the Exploration Advisory Committee, CON-.
TRACTOR shall make such revisions as CONTRACTOR

deemns appropriate and submit the Exploration Work Progranr
and Budget to EGPC for its approval. Following such appro-
val, it is further agreed that :

(i) CONTRACTOR shall not substantially revise or modify
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC.

(i) In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such ad=
ditional unbudgeted amounts as may be required to alleviaié,
such danger. Such expenditure shall be considered
in all respects as exploration expenditure and shall be re-
covered pursuant to the provisions of Article VII hereof
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(d) CONTRACTOR shall advance all necessary funds for all ma-
terials, equipment, supplies, personnel administration and ope-
raticns pursuant to the Exploration Work Program and Budget
and EGPC shall not be responsible to bear or repay any of the
aforesaid costs.

{¢) CONTRACTOR shall be responsible for the preparatien and
performance of the Exploration Work Program which shall be
implemented in 2 workmanlike manner and inconsistence with

good industry practices.

Except as is appropriate for the processing of data and
laboratory studies thereon, to be made in specialised centers out-
sicle A.R.E., all geological and geophysical studies as well as
any other stucies related to the performance of this Agreement,
shall be made in the AR.E.

CONTRACTOR shall entrust the management of explo-
ration operations in the A. R.E. to its technically competent
General Manager and Deputy General Manager. The names
of such Manager and Deputy General Manager shall, upon
appointment, be forthwith notified to the GOVERNMENT
and to EGPC. The General Manager and, in his absence, the
Deputy General Manager shall be entrusted by CONTRAG-
TOR with sufficient powers to carry out immediately all lawkal
written directions given to them by the GOVERNMENT or its*
reoresentative under the terms of this Agreement. All lawful
regulations issued or hereafter to be issued which are applicablé
hereunder and not in conflict with this Agreement shall apply
to CONTRACTOR.

(/) CONTRACTOR shall supply EGPC, within thirty (30) days
from the end of each calendar quarter, with a Statement of .
Exploration Activity showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR'’s records and necessarv”
supporting documents shall be available for inspection by,
EGPC at any time during regular working hours for three (3)
months from the date of receiving each Statement.
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Within the three (3) months from the date of receiving
such Statement EGPC shall advice CONTRACTOR in writing

if 1t considers :
(i) that the record of costs is not correct ;

{if) that the costs of goods or services supplied are not in linc
with the Interpational market prices for goods or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied, provided
however, that purchases made and services performed with-
in AR.E. shall be subject to Article XXV ;

- {fi7 that the condition of the materials furnished by CONT--
. RACTOR does not- tally with their prices ; or

(iv) that the costs incurred are not reasonably required for
~ operations. CONTRACTOR shall confer with EGPC ‘n
connection with the problems thus presented, and parties
shall attempt to reach a settlement which is mutually
satisfactory. If within the time limit of the three (3)
months period provided for in this paragraph, EGPC has
not advised CONTRACTOR of its objection to any :tatc-
ment, such statement shall be considered as approved.

(8) CONTRACTOR shall supply all funds neoessary for its ope-
rations in ARE under this Agreement in freely convertibte
currency from abroad. CONTRACTOR shall have the right to
buy Egyptian currency whenever required and the cunverﬂinnl
shall be made at the local banks in the A.R.E. according to the
Official A.R.E. Rate of Exchange.



VA e e Vo 3 (V] b Yo 2l e L S adl 4 Y

In adekd

{ 4ottt 35U 11 ),

PRI ARSI LR

st N AT

J_,hz.h U_L—:_i I "‘-..31.1_.‘3*1 Ak ,L_!lt.‘:*_r,-..- f——’h A (\‘_‘") 475170 -q,__.._“H HL{"’ =
bl e G G (Yo s e L g b o n gl
v AL dgde gl aie Sl Kl dh ge o e &SN

R gkl Jolddl oy ¢ Ol b F U e (0) Aemalidt ALH Bl e s
bow ¢ 4bo™1 Adacll e S o (Ta) O3 3 Kueatm Ui yb3 FICTIE PR SO~
o Lt 3gie ot Mo Jiilie ab od 3

Aeg Jglal il ¢ ity disiadl Pl ol Jyay pe a3
A A a7 b eI AL Gl e B e i et 35 316
¢ Rall 3 e VR

SN FI R (el

E._..ﬂ.i:..ii{_fnf..d ;5{5 Jﬁmiﬁjiﬁiﬁﬁiﬁtﬁ;}j&%ﬁj}ﬁ

@ BN b tae g 3 3018 050 O Db Lot s o 0T LSS

asll) o (""""). ;Jw'i fU:'»T Lot gad EJ.'-'.ﬂﬂ B " C.’..:;:Jl laad :;...““ -ﬂL-i‘}ﬂ‘i
el 8

* 45.1l.-.-.j!| 3‘,3-&“ Lj -LL:- u..:rj.‘::;l‘ I__i_;JL:.:hyl



EY VA e gL Ve B (1) @b YW sl L e 5

ARTICLE v

MANDATORY AND VOLUNTARY RELINQOUISHMENTS

MANDATORY

At the end of the third (3rd) year afier the Effective Date here-
of, CONTRACTOR shall relinquish o the GOVERNMENT a

total of twenty five (25) percent of the original Area not then con-
verted to a development lcase or leages

At the end of the fifth (5th) year after the Effective Date hereu_f
CONTRACTOR shall relmqmsh an additional twenty five (25) per-

cent of the original Area not then converted to 2 development lease
or leases.

Without prejudice to Article 111 ang XXI, at the end of the
exploartion period, CONTRACTOR g4]] relinquish the remainder

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

VOLI/NTARY

CONTRACTOR may, voluntarily, during any period refin-
quish all or any part of the Area provided that at the time of such
volimtary relinquishment jts financjz] obligations for exploration

expenditure undf::r Article IV Paragraph (b} have been satisfied for
such period. J

Any relinquishments hereunder ghaj) he credited toward the
mandatory provisions of the above paragraph.
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Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon any area to be relinquished thercatter,
except for the relinquishment provided for above at the end nf the
total exploration period.

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

{a) On Commercial Discoverv, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be calfed
Darag Petrolenm Company hereinafter referred to as Dapeten
or as Operating Company. The laws and regulations in force
in the A.R.E,, to the extent that such laws and regulations are
not inconsistent with the provisions of this agreement or the
charter of Dapetco shall apply to the operations of Depetco.

Hmveﬁr, Dapetco shall, for the purpose of this Agrece.
ment, be exempted from the following laws and regulations
as now.or hereafter amended or substituted : |

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

— Law No. 141 of 1963 on Representation of Employees and
Workers on the Boards of Corapanies;

— Law No. 60 of 1971 on Public Instutions and Puhllcs
Sector Units ;
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(b)

(d)

— Law No. 97 of 1976 organising dealings in foreign our-
rencics;

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

-~ Presidential Decree No. 1868 of 1974 restricting some con-
tracts of Works nf the Government to Public Instituticns

and Corporations and Public Sector Units.

The Charter of Dapctco is hereto attached as Annex "D,
Within thirty (30} days after the date of commercial discovery,
the Charter shall take effect and Operating Company shall
automatically come into existence, without any further proce-
dures. |

Ninety (90} days after the date Operating Company comes into
existence in accordance with paragraph () above, it shall pre-
pare a development Work Program and Budget forr the rema-
mder of the year in which the Commaercial Discovery is made ;
and not later than the first (1st) of Scptember of said yeaf
(or such other date as may be agreed upon) and the first (1st) uf
September of each year thereafter Operating Company shafl
prepare an annual Production Schedule Work Program and
Budget for the succeeding year. The Production Schedule
Work Program and Budget shall be submitted to the Boanl of
Directors for approval. 5

Not later than the twentieth (20th) day of each month, Opcl
rating Company shall furnish to CONTRACTOR a written B
timate of its total cash requirement for expenditure for the firkt
half and the second half of the succeeding month expressed-ii

US Dollars having regard to the approved budget. Such ¢
timate shall take into consideration any cash expected to be on
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hand at month ecnd. Payment for the appropriame period of
such month shall be made to the correspondent bank designated
in paragraph (e) below on the first day and Ffteenth day res-
pectively, or the next following business day, if such day is not
a bucimess day.

Operating Company is authorized to keep at its 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 account shall be
used for payment for goods and services acquired abroad and
for tramferring to a Jocal bank in the ARE. the required
amount to meet expenditures m Egyptian Pounds, for Operating
Company in connection with its activities under this Agreement.

Within sixty (60} days after the end of each Financiat Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified hy
a recognised firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the
balance outstanding at the end of the year.

Netwithstanding anything to the Contrary under the Concossion:
Agreement, EGPC shall control the design and route of the
Fipelines proposed by the CONTRACTOR and shall control in
agreement with the CONTRACTOR the use of the exira <2
pacity of any and all the facilities owned or vsed by CON-
TRACTOR or the Joint Comapany. However the Owner {s)
of such factlities chall in retum for mch e be entitled to 2
reasobable amowmt as may be deemed appropriate by BGPG:
and the CONTRACTOR,
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ARTICLE V11

RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING
Cost Recovery Urude Ol

Subject to the auditing provision under this Agreement,
CONTRACTOR shall recover all costs and cxpenses 1o
respect of all the exploration development and related ope-
rations under this Agreement to the extent and out of thirty
{30} percent per annum of all Ol produced and saved from
all development leases hereunder and not used in Petroleum
operations. Such Crude Oil 13 hereinafter referred to ag
“*Cost Recovery Crude O1f”,

Buch costs and expenses shall be recovered from Cost
Recovery Crude Oil in the following manner :

{f} All Operating Expenses, incurred after injtial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on which the first
regudar shipment is made, shall be recoverable star-
ting in the Tax year in which such costs and expenses
are incurred and paid or the Tax Year in which initial
Commercial Production commences whichever is later,

{1} Exploration Expenditures including those accumulated
prior to the commencement of initial Commeraal
Production, which for the purposes of this Agreement
shall mean the date on which the first regular shipment
is made, shall be recoverable at the mate of Twenty
five (25) percent per annum starting in the Tax Year
in which such expenditures are inourred and pald or
the Tax Year in which initial Commercial Production
commences whichever is later.
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(#7) Development Expenditures, including those accum-

mulated prior to the commnencement of initial Com-
mercial Production shall be recoverable at the rate
of twelve and a half (12.5) percent per annum star-
ting in the Tax Year in which such expenditures are
incurred and paid or the Tax Year in which initial
Commercial Production ocommences, whichever is
later.

- {iv) To the extent that, in a Tax Year, costs, expenses or

(v)

expenditure recoverable per paragraphs (i), {ii) . and
(tii} preceeding exceed the value of all Cost Recovery

'Crude 01l for such Tax Year, the excess shall he car-

ried forward for recovery in the next sucoeodmg Tax
Year or Years until fully recovered, but in no case
after the termination of the Agreement, as to CON-
TRACTOR.

¥or the purpose of determining the classification of
all oosts, expenses and expenditures for their recovery,
the following terms shall apply :

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

2. *“Development Expenditures™ shall mean all costs
and expenses for development with the exception
of operating expenses.

3. “Operating Expenses” shall mean all costs, ex-
penses and expenditures made after inittal Com-
mercial Production, which costs, expenses and
expenditures are not normally depreciated.
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{#fj It Is undewstond and agrecd upon that the recovery
of costs and expenses as based upon the rates referred
above shail be allocated to each quarter proportiona.
tedy (one fourth to cach guarter). However any al
lowable costs and expenises not recovered in one
guarter, as thus alloeated, shall be arried forward
for recovery in the succeeding guarters.

2. CONTRACTOR shall each year take and separately dis-
pose of all Cost Recovery Crude Qi produced, excepy
as provided in subparagraph {a) {3} below of this Ardele
VII, plus its share of the balance of the Urude Uil as
stipulated in paragraph {b) below of this Asticle VI
To the extent that the value of the Cost Recovery Crude

- Off {as determined in sub-paragraph {c} below) exceeds.
the actual recoverable costs and expenditures, Including
any carry forward from paragraph {a) (1) {iv} above,
be recovered in that year, the value of such excess Cost
Recovery Crude Oil actually taken and separately dis-
posed of by CONTRACTOR shall be paid by CON-
TRACTOR to EGPC in the manner set forth in Asticle
IV of the Accounting Procedure contained in Annex “E”
and CONTRACTOR shall be deemed to bave purchased
such excess Cost Recovery Urude Oil

8. Ninety (80) days prior to the commencenint of each yiar
ECPC shall be entitled to elect by notice in writng W
CONTRACTOR to take delivery in kind, ¥.0.B, export
terminal or other agreed delivery point, of up to 53U percent
of any excess Cost Recovery Crude Ol for that year, ant
thereby reduce the amount 1o be purchased by CON-
TRACTOR in the same percentage amount.
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{b] Production Sharing :
The remaining Seventy {70} percent of the Crude (Ol shall be
taken and disposed of separately by EGPC and CONTRAC-

TOR according to the following incremental scale :

EGPC share CONTRACTOR

Crude Oil produced and saved
under this Agreernent and not share
used in Petroleam operations T %
barrels per day

20

The first one hundred thousand (100,000} 80

The pext one hundred thousand (100,000) 83
On all production above two hundred
thousand (200,000} 85

17

i3

C. {1) It is the intent of the Partiex that the value of the Cost
Recovery Crude Oil shall reflect the prevailing mazket

price of Crude Oil. For the purpose of evaluating the pre-
vailing market value of the quantity of Cost Recover
Crude O to which CONTRACTOR is emitled hercum-
der during each calemdar semester, the weighted average
price realized for comparable quantities on comparable
credit terms in freely comvertible cwrrency from F.O. B
point of export sales to non-affiliated companies during
such semester at armstength by either EGPC or CONT-
RACTOR under all Crude Oil sales contracts currently
in effect, but excluding crude ol spot sales not consistent
with prevailing market prices for similar Crude Ol and
alwo excluding Crude Off sales contraots involving barter,
whichever is higher, shall be used. It is understood thar
in the case of C.LF. sales. appropriate deductions shall be
made for transport and insurance charges to caiculate the

F.OB. point of export price; and alwavs taking inie
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account the appropriate adjustment for guality of crude
oil, freight advantage or disadvantage of port of loading
and other appropriate adjustinents, Nevertheiess, it
CONTRACTOR considers the value of the Cost Recovery
Orade O 5o determined not to reflect the market con
ditions prevailing during the calendar semester, TONT-
RACTOR and EGPC shall meet and mutually agree

upon the price.

(2} I during any calenday semester there are no such sales by
EGPC or CONTRACTOR under Crude Oi sales cont-
racts currently in cffect, EGPC and CONTRACGLOR
shall meet and mutually agree upon the price of Urude
il to be wsed in detorming the valee mentioned m. sub-
pavagraph {c} (1} above, Pending such mutual agreement
the price used shail be the Jast price determined pursuant
to sub-paragraph {c) (1), or under this sub-paragraph ("
(2) whichever iy later, and appropriate adjustment will be
made thereto after determination of 2 matually agrecd
price by EGPC and CONTRACGTOR.

(3 Operating Company shall prepare (not less than ninety ﬁ.ﬁ}
days prior to the beginning of eack calendar semester following
regudar production and furnish in writing to CONTRACTOR

®

e

and EGPC a forecast setting ont the total quantity of pet
roleum that Operating Company estimates can be preduced,
saved and transported hereunder during such calendar semes-
ter in accordance with good ol industry practices.  Operaung
Company shall endeavour to produce each calendar semestew
the forecast quantity. The Crude Oil shall be run to storage

tanks constructed, maintained and operated according 107
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Government Regulations. by Operating Company in which
said Grude Oil shall be mietered or otherwise measure for roy-
alty, and the other purposes required by this Apreement.

CONTRAGTOR shall have the right and the obligation to
separately take and dispose of cuarrently all of the Crude Ol
to whick it is enfitled as is determined in accordnace with sab-
paragraphs (a) and (b) of this Article. Subject to payment of
sums due EGPC under Articles VII (a) {2} and IX, CONT.
RACTOR shall have the right to retain abroad all fonds
sequired by it avroad including the proceeds frem the sale of
ity share of Crude Oil exported.

ARTICLE VIit
TITLE TO ASSETS

EGPC shall become  the owner of all assets acquired and
aowned by CONTRACTOR in connection with the operations
carried out by CONTRACTOR or Operating company in
accordance with the following ¢

(1} Land shall become the mroperty of EGPC a5 soon as it s
parchased.

{2y Tite to fixed and movable asses shall be ransferreyd
automatically and gradually from CONTRACTOR to
EGPG as they become subject to depreciation i acchy
dance with the provisions of Article VII; however, the
full atle to fixed and movable assets shall be transferred
automnatically from CONTRAUTOR to EGPC at the end
of the year when its total cost has been recovered by
CONTRACTOR in accordance with the provisions of
Article VII or at the time of termination of the Agreement,
widchever first occurs. '

The Book Value of the Assets crested during each calendar
qguarter shadl be communicated by (ONTRACTOR to FGEG
or by Operating Company to EGPC and CONTRACTOR
within thirty {30} days of the end of each quarter.
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Dunng the term of this Agreemett and the renewal poriod

CONTRACTOR and Opesating Company are entiticd o the
fall use in the Agreement Area, and other Area approved by

EGPC of all fixed and movable asscts. GONTRACTOR and
EGPC shall not dispose of the same except with agreement ol

the other

CONTRACUTOR may frecly import into ARE., usc thervin
and freely export at the end of such use machinery and cguips
ment which it either rents or Ieases in accordanie with good

industry practices.

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
sum of five hundred thousand (500,000) US Dollars on the BF

fective Date. Contractor shall alse pay to EGPC the sum of
five hundred thousand {500,000) US Dollars on the first di

of the first extension penod,

CONTRALUTOR shall pay @

The sum of Two million (2.000,000) US Dollars as a production
Bonus when the total average daily production first reaches the
rate of Fifty thousand (50,000} barrels per day for a period of

~thirty {30) consecutive producing days.
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(¢) CONTRACTOR shall pay also :

(e)

The sum of four midlion (4,000,000} US Doliars as 3 Production
Bonus when the total average daily production first reaches the
rat¢ of One Hundred thousand {100,000} barrels per day for

- a period of thirty (30} consecutive producing days.

CONTRACTOR shall pay alsu :

The sum of six mililion {6,000,000) US Dollars az a Production
Bonus when the total avorage daily produotion first reaches the
rate of One hundred fifty thousand (150,000) barrels per day
for a period of thirty (30) consecutive preducing days.

Both aforesaid Signature and Production Bonuses shali neither
be recovered nor amortized by CONTRACTOR.

In the event that BGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article TII (c) hertinabove,
production from such sole risk area shall he considered for the
purpose of this Article IX only i CONTRACTOR exercises
its option to share in such production, and only from the initial

date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shali maintain an office in ARE. at which

notices shall be validly served.
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The General Manager and Deputy General Magager shall be
entrusted by CONTRACTOR with sufficient power 0 carry out
immediately all local written directions given to him by the GOV-
ERNMENT or its representatives under the terms of this Agretment,
All fawful regulations issued or hereafter o be issued which are
applicable hersunder and not in conflict with this Agreement shall
apply to the duties and activities of the General Manager and
Deputy General Manager.

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

in ARE.

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 or telex at EGPC’s main office in

{airo.
ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

{a) Operating Company shall take all proper measures, according
to generally accepted methods in use In the oil indushry o pre-
vert loss or waste of petroleum above or under the ground |
any form during drilling, producing gathering and distributing
or storage operations, The GOVERNMENT has the right 10
prevent any operation on any well that it might reasonabiy ex-
pect wonld result in loss or damage to the well or the oil feld.

(b) Upon completion of the drilling of a productive well, Ope-
rating Company shall inform the GOVERNMENT or its re-
tive of the time when the well will be tested and thé pro-

duction rate ascertained.
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(c)

(d)

(e)

(@)

Except in instances where multiple producing formations in the
game well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple
oil carrying zones through one string of tubing at the same
time, except with the prior approval of the GOVERNMENT
or its representative.

Operating Company shall record data regarding the quantities:
of petroleumn and water produced monthly from each develo:
pment lease. Such data shall be sent to the GOVERNMENT
or its representative on the special forms provided for that
purpose within thirty (30) days after it is obtained. Daily or
weekly statistics regarding the production from the Area shall
be available at all reasonable times for examination by autho-
rized representative of the GOVERNMENT.
Daily drilling records and the graphic logs of wells must show-
the quantity and type of cement and the amount of any mate:
rials used in the well for the purpose of protecting petroleum
gas bearing or fresh water strata.

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

ARTICLE XI1
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and their co:
tractor and sub-contractors engaged in carryng on operations
under this Agreement shall be permitted to import and shidl
be exempted from customs duties, with respect to the importatigh
of machinery, equipment. vehicles, materials, supplies, uxm{!ﬂj;
ble items, foodstuffs and movable property when certified b;_rﬁ'
ponsible representative of EGPC, to be used solely incalﬂ_il%
on operations under this Agrecment.
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(b)

()

)

Each expatriate employee of CONTRACTOR and Operating
Company and the said contractors and sub-ocontractors shall be
permitted to impart and shall be exempt from all customs
duties with respect to the reasonable importation of houschold
goods, consumable items, foodstuffs and personal effects inclu-
ding one automobile provided however, that such properties are
imported for the sole use of the employee and his {amily and
provided further, that no such prmperty imported by the em-
ployee shall be resold by him in the ARE. except in accor-
dance with GOVERNMENT regulations.

The exemption provided in (a) of this Article shall not apply
to any imported items when EGPC considers and shows that
items of the same or substantially the samekind and quality
are manufactured locally and are available for purchase and
timely delivery in the AR.E. at a price not higher than ten {10)
percent more than the cost of the imported item brfore oustonus
duties, but after transportation and insurance costs have been

added.

Any of the items imported into the AR.E. either exempt or
not exempt from customs duties, taxes or imposts under this
Article may be exported by the importing party at any time
without the payment of any export duty, or impost.

Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the ARE. pro-

vided that the purchasers pay the applicable oustoms duties,

taxes or imposts, if any, except if sold to EGPC or an affiliated

company of EGPC.
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Materials, equipment and goods 50 damaged or used as to be
non-serviceable and which are slasified by CONTRAUTOH oy
Operating Company as scrap or junk {any such CONTRAC-
TOR's appraisal being subject wo EGPC approval and any such
Operating Company’s appraisal being subject to BGPC and
CONTRACTOR zpproval} may be sold as scrap or junk wi- -
thout payment of customs duties, taxes or imposts,

In the event of such sale under sb.paragraphs {¢} and {)
above, the proceeds from such sales shall be divided in the fol
Jowing manner ;

CONTRACTOR shall be entitled to reimbursement of itx

unrecovered cost, if any, in such material or equipment and the
exoess, i any, sball be paid to EGPG.

“Clstoms duties”, as used herein, shall include all duties, iﬁrmﬂ
or imposts {except those charges paid to the GOVERNMENT:
for actual services rendered). which are payable as a result of
the importation of the jtem or items under consideration.

There dhall be no Heence required, and CONTRACTORY
EGPC and their respeotive buyers shall be exempted from anft
du@,mfmmauyﬁﬁzﬂfmaﬂﬁa}hnwinwtahﬁe
export of Petroleum hereunder.

At amah&mmﬁrtﬁﬁf&mmcmt&&ﬁw
cial Production BEGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker liftings from the,

agreed upon point of export.



YO A E"‘“""*Jii“" Eﬁrj{i}ﬁﬁ"ri &M?.__.E.;mu}i Mﬁ,:-:r.ﬁ

bl

\ A

o R

i: B e BN 2L )
oole ppilly Ameladt _ Sblaadl flis

s Sl Sl L & 20y Sty B o 5 08 (1)

PR E'M L5y &Sy (C .o *E) d e T 3 Dobloa
lg Jpendly 4yl Lodadd glos sy (4] gl J ol
Soblee by g AN LA T ¢ Ja il elie (§ dele Mo
CAlad e o 3EYT sde LAl e il i"‘ﬁf_"“‘d‘J‘J a5
Slanas 3o LGV o b oy @ Jriioadly ptilh g 2l dody LS
il Wgblaa Ol Bs Oldedb LS 3 A0 Jall
AR Y Rl LY Y Oladt Ld tade LB
Sty Lglon 37 Qoo b o2 Sldedl A5G & L2 padsy
duigs ASWYE ads  Sni 4 Ldoely €1;11 W)t wa
C;'ﬂ‘! lellon 81 ¢ Qo gl P | &i....:_gfxﬁ Gay bl adh
G orade AT Caie sboTwldt ol L5 Yol Ll Leke
Wl e bop {0} o008 DB telies oY da gCad ohads o U3

o SBLI sde abar ol el

jl!-ﬁt Ny llb_;lﬁ_j ll..»..ﬁ.f EJJS‘:’.H n..r{:{._,-—-—xu jla.: ._J.’ﬁ' ;:ST e (u)

lpand! bl BB, e o i Br At Lot sl oMy
thﬁ,ﬁiﬂ;ﬂw&mﬂl ;J—.“HN

h-u_,a;!i & _,:Wij CL "ji mL.u:u: LL& 4....&)} JalEld a..lm (..*:-)

Juuc,af DN Ll o il Yo o g ga ‘hI-tﬁyd
v A S S e Ittty LT 2 o s ot 4
o RSN e

b &Y ‘:L_.ji AT, @t ‘.,,...;_,H g g i Jal pE 3
o o il R



Va

WA 2w pha Vo d (1) b e sl e I B

ARTICLE X1I1

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(@)

(e}

EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the AR.E. books of acconuny,
in accordance with the Accounting Procedure in Annex “E7,
and accepted accounting practices generally used in the petm-‘
leum industry, and such other books and records as may be ne
cessary 1o show the work performed under this Agreement,

including the amount and value of all petroleum produced and;

saved hereunder.  CONTRACTOR and Operating Gﬂmp'mp
shall keep their books of account and accounting records nf'

United States Dollars.  Operating Company shall fumish o
the GOVERNMENT or ist representative monthly returns
showing the amount of petroleum produced and saved here.
under. Such returns shall be prepared in the form required
by the GOVERNMENT, or its representative and shall Bs
signed by the General Manager or by the Deputy General Ma;
nager or a duly designated deputy, and delivered to the GO-
VERNMENT or its representative within thirty {30} days after
the end of the month covered in the return.

The aforesaid books of accoent and other books and rtcurdft
referred to above shall be available at all reasonable times for
inspection by duly authorized representatives of the GOVERM-.
MENT.

CONTRACTOR shall submit to EGPC a Profit and Loss Staq
tement for the Calendar Year not later than March 15 of the
following vear to show its net profit or loss from the petroleum

operations under this Agreement for such year.

CONTRACTOR shall at the same time submit a year-ends
Halanre Sheet for the same Calendar Year to EGPC.
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR and/or Operating Company shall prepare
and, at all imes while this Agreemnent in force, maintain accu-
rate and current records of ity operations in the Area hereun-
der. CONTRACTOR and/or Operating Company shail fur-
nish the GOVERNMENT or its representative, n conformity
with applicable regulations or as the GOVERNMENT or its

representative may reasonably require information and data
comcerning it operations under this Agreement.

(6 CONTRACTOR and/oxr Operating Company shall save and
keep for a reasonable period of time a representative purtion of
each sample of cores and cuttings taken from drilling wells, to
he disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or Operating’
Company for its own purpases shall be considered available for:
ingpection at any reasonable time by the GOVERNMENT or
its representatives. Any such samples which CONTRACTOR
or Operating Company has kept for a period of twelve {12y
moaths without receipt of instructions to forward them to the;
GOVERNMENT or its representatives or elesewhere may be
disposed of by CONTRACTOR or Operating Company at in-
discretion.

(¢} Unless otherwise agreed to by EGPG, in case of exporting any
rock samples outside AR.E, samples equivalent in size and
quality shall, before such exportation, be delivered to ¥GPC as
representative of the GOVERNMENT,
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(d)

(e)

Originals of records can only be exported with the permission
of EGPC ; provided however, that magnetic tapes and any
other data which must be processed or analyzed outside the
AR.E. may be exported if 2 monitor or 2 comparable record, if
available, is maintained in The AR.E. and provided that such
exporis shall be repatmared 1o ARKE. on the understandimg
that they belong w EGPC

During the period CONTRACGTOR is conducting the explors..
tion operations, CONTRACTOR shall pomit EGPC through
EGPCs duly authorized representatives or emplovees io have
full and complete access to the Area ar all reasonable times
with the right to observe the operations being conducted and’
to inspect all assets vecords and data kept by CONTRACTOR.
EGPC's representative, in exercising its vights under the preces
ding sentence of this paragraph (e}, shall not intexfere with
CONTRACTOR’s operations, CONTRACTOR shall provide
EGPC with copies of any and all data (including, but not limix
ted to, geologival and geophysical reports, logs and well ﬁi;'::

veys} information and interpretation of such data, and other
information in CONTRACTOR’s possession. Al such datas
and information shall be strictly confidential and shall not be
divulged by EGPC except to affiliated companies, or bv the
GCOVERNMENT without the consemt of CONTRACTOR
while this Agreement remaing in force. However, for the pur
pose of obtaining new offers, the GOVERNMENT may show
any other party geophysical and geological data {the age of
which is not less than one year] with respect to the Ares adjar
cent to the Area of such new offer.
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ARTICLE XV
RESPONSIBILITY OF DAMAGES

CONTRACTOR shall entirely and solely be responsible m jaw
toward third parties for any damage caused by CONTRACTOR’s
exploration operations and shall indemnify the GOVERNMENT
and/or EGPC against all damages for which they may be held
able on account of any such operations.

COVERNMENT and/or EGPC shall give notice to UONT-
RACTOR of any ¢laim or occurence in respect of which they pro-
pose 10 invoke the provisions of indemnity and shall give CONT-
RACTOR the opportunity to investigate repudiate or otherwise
deal with any matters that may arise from =uch a claim.

ARTICLE XVI

PRIVILEGES. OF GOQVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall

have access 1o the Area covered by this Agreement and 1o the ope-
rations ronducted thereon, Such represcntatives may examine the
books, registers and reoords of E6PC, CONTRACTOR and Opes
rating Company and make a reasonable number of surveys, drawings
aud tests for the purpose of enforcing this Agreement. They shal¥}
for this purpose, be entitled to make reasomable use of the machinery
and instruments of CONTRACTOR or Operating Company on, the
condition that no danger or impediment to the operations henennaes
shall arise directly or indirectly from, such use. The GOVERN-
MENT shall indemnnify and reimburse CONTRACTOR or Qpe-
rating Cempany for any loss or damage which may in fact mﬁﬁ
from any such use of said machinery and instruments. Such repe
resentatives shall be piven reasonable assistance by the agents

employees of CONTRACTOR or Operating Company so that
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none of the activities shall endanger or hinder the saafety or efficiency

of the operations. CONTRACTOR or Operating Company shall
offer such representative all privileges and facilities accorded to its
own employees in the field and shall provide them, free of charge,
the use of reasonable office space and of adequately fumished housing

while they are in the field for the purpose of facilitating the objec-
tives of this Article. Any and all information obtained by the

GOVERNMENT or jts representatives under this Article X V1 shall
be kept confidential with respect to the Area and shall not be dis-
dosed during the terms of this Agreement without prior written
tonsent of RGPC and CONTRACTOR.

ARTICLE XVIi

EMPLOYMENT RIGHTS AND TRAINING OF
ARAR REPUBLIC OF EGYPT PERSONNEL

[a) It is the desire of EGPC and CONTRACTOR that operati ¥
hereunder be conducted in a business-like and efficient manner,

1. The ¢xpatriate administrative, professional and tﬁdm:ml
personnel emploved by CONTRACTOR or Operating
Company and the personnel of jts contractors for the con-
duct of the operations hereunder, shall be granted a rewi-
dence as provided for in Law No. 89 of 1960 as amended
and Ministerial Order No. 9 of 1963 as amended, and
CONTRACTOR agrees that all immigration, passport,
visa and employment regulations of the ARE., shall be
applicable to all alien employees of CONTRACTOR wor+

king in the ARE.
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2. A minimum of twenty-five (25) percent of the combin
mm-wﬁm&ﬁ&ﬁmmmmﬁi
profescional and technical personnel employed by CON-
TRACTOR or Operating Company shall be paid monthly
in Egyptian Cumrency. On final repatriation such per-
sonaed shall have the right to remit abroad in U.S. Dolims
or other currencies the unused portion of Egyptian Currency
in excess of twentyfive (23) percent of such personncl’s
salary.

CONTRACTOR and Operating Company shall each select its

employess and determine the number thereof, to be used for

operations hereunder,

QONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for ali its ARE.
ernployees engaged in operations hereunder with respect & ap-
plivable aspects of the petroleum Industry. CONTRACTOR
and Operating Company will undertake to replace gradually
their non-executive expatriate staffs by qualified nationals as
they are avaiiable.

During the period when CONTRACTOR is conducting Explo-
ration, CONTRACTOR shall give mutually agreed numbers
of EGPC employees an opportunity to attend and participate
in CONTRACTOR’s and CONTRACTORs affiliate training

programs relating to exploration and development operations-

CONTRACTOR and Operating Company shall be subject :E
Law No. 56 of 1953 {excluding Article 37 thereof} 2s amnend
hy Law No. 86 of 1956 and the reguiations issued for the imd-
plernentation thereof, including the reglations foc the safe an
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(@)

a)

mink A iy

efficient performance of operations carried out for the execution
of this Agreement and for the conservation of the petroleum
resources of the AR.E. provided that no regulations, modific.
ation or intorpretation thercof shall be contrary to or mcon-
sistent with the provisions of this Apreement,

EGPC and CONTRACTOR shall be exempted from all taxes
except as provided in Article 111 paragraph {f) for meome taxes,
with respect to the extracting, Producing, exporing or trans-
porting of pertoleumn hereunder, CONTRACTOR shall also be
exempted from any tax on capital. |

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 Ag-
rement and can only be altered or amended by the mutual
agreemnt of the said contracting parties.

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of thir
Agreement which affect them.  1n so far as all regulations which,
are duly issued by the GOVERNMENT apply from time o
Hime and are not in accord with the provisions of this Agreemnent,’
such regulations shall not apply to the CONTRACTOR and

sub-contractors.

ARTICLE XIX
RIGHT OF REQUISITION

Yo case of national emergancy due to war or imminent expet-
eation of war or internal causes, the GOVERNMENT may re-

guisition all or part of the production from the Area obtained

herexnder and require Operating Company 10 increase such
production to the utmost possible maximum, The GOVERN-
MENT may also requisition the ot field irself and, if necessary”

related facilities
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& In any such case, such requisition shall not be effected exonpd

Gl

)

)

after inviting EGPC and CONTRCTOR or their representative
by registered letter, with acknowledgement of rectip, to expres
their views with respect to such raquisition.

The requisition of production shall be effected by Ministerial
Order. Any requisition of oil field jtself, or any related fac-
ilities shall be effected by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

In the event of any requisition as provided above, the GO-
VERNMENT shall indemnify in full BGPC and CONTRALC-
TOR for the period during which the requisition is maimtained,
including

All damages which result from such requisition.

2. Full pavment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such pro-
duction.

However, any damage resulting from encmy attack is
not within the meaning of thic sub-paragraph {d). Pave
mient herennder shall be made to CONTRACTOR in US,
Dollars remittable abroad.  The price paid to CONTRAC-
TOR for Petroleum taken shall be caleulated in accovdance

with Article VIT paragraph ().
ARTICLE XX
ASSIGNMENT

Bither EGPC or CONTRACTOR shall be entitled to assigs
in whole or in part its rights, privileges, duties and obligations

ynder this Agreement, provided that @

1. The proposed assignee oy assignees must produce reasonable’

evidence to the CGOVERNMENT of itz or thewr financial
and technical competence,
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2. The GOVERNMENT approval to assipnment shall be
first obtained,

3. The instrument of assignment must include provisions sta-
ting precisely that the assingee is bound by all terms and
provisions contained in this Agreement and any modifi-
cation or additions in writing that up 1o such time may
have beeny made. A draft of such instrument of assigninent
shall be submitted to the GOVERNMENT for review and

approval before being formally executed.

4. 'The obligations of the assdignor arising from this Agrecment
must have been duly fulfifled as of the date such request
is made or assignor and assignee jointly and severally gue
arantee fulfillment of any unfulfilled obligations of assig-
nor in accordance with the terms of this Agreement, -

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

(¢} Notwithstanding the foregoing provisions of this Article XX,
cither EGPC or CONTRACTOR shall be free to assign ity
rights, privileges, duties and obligations under this Agreement

o an affiliated Company.
ARTICLE XXI
RREACH OF AGREEMENT AND POWER TO CANCEL

{2} The GOVERNMENT shall bave the right to cancel this Agree.
ment by Order or Presidential Decree, withi respect to CONT-

RACTOR ,in the following instances :

{1} If it knowingly has submitted any false gintements to the
GOVERNMENT which were of a material consideration
for the execution of this Agreement;
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{2) If it assigns any interest hereunder contrary to the provisi-
ons of Article XX hereof;

(3) 1fitis adjudicated bankrupt by a court of competent juris-
diction; |

{4) If it does not comply with any final decision reached as
the result of court proceedings conducted under Article
XXIII paragraph (a) hereunder;

(5) If it intetnionally exiracts any mineral other than Petro:
leurt not authorized by this Agreement or without the auth-
arity of the GOVERNMENT, except such extractions™ay
may be unavoidable as the result of operations conducted
herunder in accordance with accepted petroleun industry
practice and which shall be notified to the GOVERN-
MENT or its representative as soon as possitle; and

(6) If it commits any material breach of this Agrecment or
of the provisions of law No. 66 of 1953, as amended by law
No. 86 of 1956, which are not expressly contradicted oy the.
provisions of this Agreement. Such cancellation shall take
place without prejudice to any rights which may ;
accrued to the GOVERNMENT against CONTRACTO
in accordance with the provisions of this Agreement, iuﬁ'
in the event of such cancellation, CONTRACT OR-_ghlh_
have the right to remove from the Arca all its

property. |
() 1f the GOVERNMENT deems that one of the aforesaid causcs

(other than a force majeure cause referred to in Article =
hereof) exists to cancel this Agreement, the GOVERNMEQ
shall give CONTRACTOR ninety (90) days written notick 3
sonally served on CONTRACTOR’s General Manager Y
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{a)

legally offical manner and receipt of which is acknowledged
by him or by his legal agents, to remedy and remove sich cause;
but if for any reason such service is impossible due to unnotified
change of address, publication in the Official Joumal of the
GOVERNMENT of such notice shall be considered as validly
scrved upon CONTRACTOR. If at the end of the said ninety
{90) days notice period such cause has not been remedied and
removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid ; provided however, that if
such cause, or the failure to remedy or remove such cause, re-
sults 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 XXII
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or cither of th.em of any obligation under
this Agreement shall be excused if, and to the extent that, sucht
non-performance or delay is caused by force majenre, The,
period of any such non-performance or delay, together with
such perivd as may be necessary for the restoraticn of any:

damage done during such delay, shall be added to the time givea:
in this Agreement for the performance of such obligation and

for the performance of any obligation dependent thereon and’
consequently, to the term of this Agreement, but oniy with re-
spect to the block or blocks affected.
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“Force Majeure”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVERN.
MENT of the ARAB REPURLIC OF EGYPT, or FRANCE
with respect to CONTRACTOR whether promulgated in the,
form of a Iaw or otherwise or any act of God, :nﬁﬂrreattmz,
riot, war, sirike, and other labor disturbance, fires, floods or
any cause not due to the fault or negligence of EGPC or CON-

TRACTOR or cither of them, whether or not similar to the

{}

PUBLIC OF EGYPT. o

()

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

Without prejudice to the above and except as may be otherwise |

provided herein, the GOVERNMENT shall incur no responsh. |
blity whatsoever to EGPE and CONTRACTOR, or either nf:j:

them for any damages, restrictions OF Joss arizing in mnmquﬁn-“

ces of such case of force majeure caused by the order, reguiﬁb
Gons or direction of the GOVERNMENT of the ARAB Iix?.

. t"
i

If the force majeare event occurs during the initial exploration
period or any extension thereof and continues in effect for
period of two {2) years, CONTRACTOR shall have the op#ic i
upon ninety (90} days prioz written notice to EGPC 1o terminaiess

its obligations hereunder without further liability of any Emlg

and, if stiil in ferce, the Guaranty contained in Anpex. &
bereto, shall be automatically Cancelled and EGPC shall &8¢

notify the Bank to release the {Guaranty.
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{b)

(e)

{4}
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ARTICLE XXIi1
DISPUTES AND ARBITRATION

Any dispute ansing between the GOVERNMENT and the
parties hereto with respect to the interpretation, application or
execution of this Agreement, shall be referred to the jurisdiotion
of the appropriate ARE, Courts and shall be fma}ly settied b‘f
such courts.

Any dispute arising between CONTRACUTOR and EGPC in .
conmnection with the present Agreement shall be finally settled by
arbitration. The Achitration shall be held in &i&kh%
Sweden and conducted in accordance with the Rules of Con-
ciliation and Arbitration of the International Chamber of Comy,
meroe.  In the tvent of no provisions being made in these Rules :
in certain cases, the Architrators shall establish their own pro-.
cedures. .~=¢-=;

The arbitration shall be imtiated by either party giving wﬁ‘}‘“
to the otiiey party that i elects o reter the dispute o Ji‘i}iﬂ‘&* A

ton and thai soch party (hereinafter referred to as the *
Party™) has appointed an Arbitrator who shall be identified iﬂ *;*-_'

“Second Party™), within fifteen (15) days shall notify First Pas
i writing, identifying the Arbitrator that it has selected.

[f the Second Party does not appoint its Arbitrator as aforesaid,?
the First Party shall have the right to apply to the Court of m&;;
sratian of the Intermnational Chamber of Commerce to appmﬂ.
3 second arbitrator. The two arbitrators shal, within thirtys
(30} days, select 2 third Arbitrator. fatiing which the *;3
Arbitrator shall be appointed by the Court of Arbitration r:nf
International Chamber of Commerce at the request of citheRy

party.
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(2)

(1)

)

The third Arbitrator must be a citizen of a country other than
the ARE. or France and a country which has diplomatc rci;
tions with both the A R.E. France and shall have no Eﬂﬁmi;‘;“
interest in the oil business of the signatones hercto.

The parties shall extend to the Arbitration board all fa::ilit'.iqup
(including access to the petroleum operations) for obtaining an}‘a
information required for proper determination of the dispute. i
The absence or defeult of any party to  the arbitration shall
not be permitted to prevent or hinder the arbifration pm
dure in any or all of its stages,

Pending the decision or award, the operations or activities whlci‘_l#
have given rise to the arbitration need not be discontinued. I&i
the event the decision or award recognises that the complam:

was justified, provision may be made thercin for such rc-pamtl 5
as wmay appropriately be made in favor of the complainant. %2

Judgement in the award repdered may be entered in any {m
having jurisdiction and application may be made int such
for a judicial acceptance of the award or an order of enforc

ment as the case may be.

The parties desire that, wherever appropriate, de: 1sions andé
awards shall specify a time for compliance therewith.

The pms;ms of this Agreement relating to arbitration shall
continue in force notwithstanding the termination of this ﬁgr&‘!

ment
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(k) PRINCIPLES of GOODWILL — The signatories base their

(4)

(b)

(c)

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 arbitration
be given effect and shall be interpreted and applied in cop-
formity with principles of law common to the A RE. and.
France, and in the absence of such principles, then in conformity
with the principles of law normally recognized by civilized na-
tions in gemeral, including those which have been apphed by
Internationa! Tribunals.

ARTICLE XXIV

STATUS OF PARTLIES

The rights, duties, obilgations and liabilities in respect of 1':1*(]11’4;'.F
and CONTRACTOR hereunder shall be several and not jqii:l‘li
or collective, it being understood that this Agreement shallupg
be construed as constituting an association or corporation o

Pﬂ. rin l..‘.TShiPr

CONTRACTOR shall be subject to the laws of the place whefg
it is incorporated regarding their legal status or creation, qi‘f :
ganization, charter and by-laws, sharcholding, and mmcrsl:nﬂ.i
e ONTRACTOR’s shates of capital which ate entirely ~held®
abroad shall not be negotiable in the A.R.E. and shall not beg
offered for public subscription nor shall they be subject to théy
stamp tax on capital shares nor any tax or duty in the A R.Eg
CONTRACTOR shall be exempted from the application @3¢
Law No. 26 of 1954 as amended, and from Law No. 9 of 19643

vl
All parties comprising CONTRACTOR shall be jointly ami‘
severally liable for the performance of the ohligations under thiss

Concession Agreement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR. or Operating Company, as the case may be,

and their contractors shall

{a} Give prionty to local contraciors as long as their pooes and per.,

(k)

of A. R, E. be referred to in constring or interpreting this ARTe=
ment; provided, however, that in any arbitration pursuant tﬂ‘%
cle XXIII hereabove between EGPC and CONTRACTOR:EE
English and Arabte versions shall both be referred to as havig oqUAF,

formance are comparable with international prices and pers:
formance. CONTRACTOQOR. and Operating Company shalg'f
however, subject to the precesding sentence, be exemnpted from,
the provisions of Presidential Decree No. 1868 of 1974, as amen,

ded.

Give preference to locally manufactured material, eqmpm??;
machinery and consumables so long as their quality and timy
of delivery are comparable to internationally available materiale
equipment, machinery and consumables. However, sud:&
material, equipment, machinery and consamables may be im#
ported for operations conducted hereunder i the local pi‘zmﬁ
such itemns at CONTRACTOR's or Operating Company’s ope~’
rating base in A.R.E. is more than ten (10) percent Iughertﬁﬂ
the price of such imported items before customs duties, but sy
trapsportation and insurance costs have been added.

ARTICLE XXV]
ARABIC TEXT

The Arabic version of this Agreement shall, before the cot

force in construing or interpreting the Agreement.
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ARTICLE XXVII
GAS

If Gas is produced or is capable of being produced from the
Area, EGPC and CONTRACTOR shall study all possihie eccnioniic’
alternatives for its use and decide on the best altemative for EGPQ,
and CONTRACTOR jomtly. The cost and expenses in the field
of producing non-associated gas shail be recovered m accordance
with the Cost Recovery Principles of Article V1I.

Production Sharing Principles of Article VII shall apply to the
valite of associated and non-associated gas if sold for export and nof,
used in operations, flared or re-injected. However. any Gas not %
ported outside A.R E. in ~liguid or solid state, or not used in upcrﬁﬁé‘.
tions (including re-injection), shall remain in the property of ﬂl?i
State and may be utilized by EGPC and EGPC shall not be liablé:
for payment to CONTRACTOR of any costs or expenses respccﬁn%?
any past operations of CONTRACTOR related to such Gas. Under:
no circumstances will CONTRACTOR be responsible for or AT
anv cost or expenses incurred for utilization of (as used intf:ﬁ'tﬁ _

in the AR.E. .

ARTICLE XXVIII 2

SHARING PERSONNEL WITH OTHER COMPANIES ¥
RELATIONSHIP TO OTHER CONCESSION AGREEM
(@) EGPC and CONTRACTOR have heretofore entered il

certain Petroleum Concession Agrecments pursuant to
certain operating companies were authorized as the Ag
for these parties. The officers, directors, other pe onrhE
and offices of the “Operating Company” under this AgTgE,
ement shall as far as is reasonably possible be the same as -?;':;
of these operating companies in order that the costs and_':j
penses to EGPC and TOTAL under all Agreements shall ks
minimized. Overhead and other charges and payroll of P
sonnel engaged in activity for more than one operating compi
shall be allocated on the basis of periodic time studies or UPSE:
such other basis as EGPC and TOTAL may agree.
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(b; Nothing in this Agreement shall be construed as constituting
any relationship to the Petroleum Concession Agreements re-
ferred to in above paragraph (a) and each of these Agreements
shall be treated separately and independently in all respects,
including but not limited to, royalties, taxes and the cornph.
tation of the net profits of EGPG and TOTAL respectively..

ARTICLE XXIX
GENERAL

The headings or titles to each of the Articles of this Agreement
are solely for the convenience of the parties hereto and shall not he
used with respect to the interpretation or construction of said Articles !

ARTICLE XXX
APPROVAL OF THE AR.E. GOVERNMENT |
«

This Agreement shall not be binding upon any of the parties,
hereto unless and untill a law is issued by the competent authorities”
of the ARE. authorizing the Minister of Petrolenm to sign gaid™
Agreement and giving this Agreement full force and effect of laws

notwithstanding any countervailing governmental enactment, and the
Agreement is signed by the GOVERNMENT, EGPC and CONT-

RACTOR.

-_ARAB REPUBLIC OF EGYPT

BY

FGYPTIAN GENERAL PETROLEUM CORPORATION
RY :

TOTAL PROCHE ORIENT (S.A)
FGYPT BRANCH

BY :
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Annex “A”

b B

Description of the Area

Armex “A” 1 the boundary description of Darmyg offshore areg
North of Galf of Suee of the Concession Agreement batween ARE,
EGPC and total Proche Orient (S.A.).

Annex “B” is an fllustrative and provisional map on the scale
of 1:250,000 including the area covered and affected by this Cone
cession Agreement and described as follows :

The area measures approximately four hundred (400} km® and
iz composed of all or part of nincteen {19 exploration squares. Each
complete square is three {3) minutes fatitude by three {3 mmutﬁf
longitude, approximately twenty five 25 km” of surface area more *or',

less

Coordinates of the comer points of the area are given inJ

following table which forms an mtegral part of the Annex “ﬁ'f
T s g
Point: latitpde . loogitede | Pre : Remarks -5y &
Mo, MNarihy ; East i " e
o ] I N B Y
e oo - : %

i E o « gt

1 199 4 poer 132° 380 607 | South to point 2
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320 39 0

Sputh west o
point 3

Intersection of IoARF 3
tude 32¢ 3% 007 wiL}®
the line joining F2 & F
at Area “F* of Demi
P nex. Shell & B
Cancession,
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B P :
Polpt | Latitude | Longitude :
No, North | East Bae F Remarks
. |
3 |29% 377 22% (32° 35 48, Souih East to | Coinciding with point
Paoint 4 F3 at Area “F" of
Deminex, Shell and B,
P. Cocessoln,
4 |29° 30° 00 I32" 39 33" | South to point 5
5 129° 30° 00" (32° 39° 33" | West to point 6
6 (29° 30" 00’ [32° 33° 00’ | North to point 7
7 |29° 33’ 00* 132° 33° 00" | West to point §
g [29% 33° 00" 132° 27" 00’ | North to point 9
9 |29° 36" 00 [32° 27 00 | West to point 10 -
Intersection of Latitude
10 |29 38’ O, Notth cast to 200 36" 00"’ with tho
point 11 line joining point G3
& point G4 at Ares-
#G> of Deminex Shell
and P. B. Cunccssiqn..:
i1 129° 45" 00 East to point 12 | Intersection of Latitudo
29 45° 00" with the.
line joining point G3 .
& (G4 at area “G"*
of Deminex, Shell ajn:l‘-‘
B. P. Concession.
12 126° 42° 00 | 32° 36* 00°' ! South to point 13
13 [29° 42° 00 | 32* 36' 00 | East to point |

which is the point

- of the Beginning,
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ANNEX “C”
LETTER OF GUARANTY.
CAIRO -

LETTER OF GUARANTY No.
EGYPTIAN GENERAL PETROLEUM CORPORATION

Glentlemen :

The Undersigned, National Socicte General Bank, Cairo, Egypt,i
as Guarantor, Bereby guarantees to the Egyptian General Petroleum’ g
Corporation (hereinafter referred to as EGPC) to the limit of Slﬂ;;
million (6,000,000) dollars in US Currency the performance by Totit
Proche Orient S.AY  thercinafier referred to as mmmcmﬁé
of its obligations required for exploration operations to spend | 3
minimum of six million (6,000,000) US Dollars during the initial™
Three {3)  years of the exploration period under Article TV of
that certain Concession Agreement (hereinafter referred to as thé
“Agreement”) covering that Area described in Annexes “A” and *By’
of said Agreement, by and between the Arab Republic of Egypt,.
(hereinafter referred to as “A.R.E."). EGPC and CONTRAUTOR,,
dated 5/6/1980. 1]

It is tnderstood that this Guaranty and the Halbility of the’

Cuarantor hereunder shall be reduced guarterly, during the p{:ﬁﬁ
of expenditure of said six million (6,000,000) US Dollars by the
amount of money expended by CONTRACTOR for such explora-;
i operations during each such guarter. Bach such reduction shall be

established by the joint written statement of EGPC and CONTe
R&GTGR*I

Tn the event of a claim by BGPC of non-performance o site
render of the Agreement on the part of CONTRACTOR prior t9
fulfilment of said minimum expenditure obligation under Article IV
of this Agreement there shall be no Nability on the undersigned 3
Guarentor for payment to EGPC unless and until such liability has;
heen established by written statement of EOPC setting forth the®
amnount due under the Agreement.
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it is a further condition of this Letter of Guaranty that

. This Letter of Guaranty will become available only provided
that the Guararntor will have been informed in writing by CON-
TRACTOR and BEGPO that the Agreoment between GON.
TRACTOR, A.R.E, and RGP bas become effective according

o iis terms, and said Guaranty shail become effective on the
Effective Date of said Agreement.

2. This Letter of Guaranty shall in any event automagcaily expire &

{a) Three year {3} and six (6) months after the date i b::wmeéé
effective, or

terly joint statements of EGPO and CONTRACTORG
equals or exceeds the amount of said minimum expenditiy
ohiigations.

{b} at such time as the total of the amounts shown on qu_@s

Whichever is earlier,

3. Consequently, any claim in respect thereof should be made tﬁ
the CGuarantor prior to either of said expiration &at:ﬁ at mm
Jatest accompanied by EGPC’s wirtten statement, setting fortmz
the amoun of under expenditire by CONTRACTOR to th
rifect that g .
(@) CONTRACTOR has failed to perform its expendity s

obligations referred in this Guaranty, and . ol
b} CONTRACTOR has fafled to pay the expenditure defdR
giency to BGPO,
We declare that on jssoing this Guaranty we did not exceed tix
Hirnit of total guarantics which we are entifled to issue as per Munte g
try of Economy's letter No. dated : o

Please retumn to us this Letter of Guaranty n the everd it dodtiy
not become effective, or upon the expiry date.. .

Yours faithfully,
FOR NATIONAL SOCIETE GENERAL pANK:Hll
(lairo, Egypt

Acconniant Manager
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ANNEX *D*
CHARTER OF

DARAG PETROLEUM COMPANY

ARTICLE 1

REPUBLIC OF EGYPT shall be formed with the authorization o
the GOVERNMENT in accordance with the provisions of the Agt’
reement referred to below and of this Charter,

The Company shall be subject to all laws and regulations i’
force in the A.R.E. to the extent that such laws and regulations are:
not inconsistent with the provisions of this Charter and Agreement
referred o below.

A joint stock company having the nationality of the AIL%

ARTICLE T}

The name of the Company is “Darag Petroleum, Company™
abbreviated as Dapetco.

ARTICLE I
The Head Office of Dapetco shall be in the ARE. in Cairou

ARTICLE IV

The object of Dapetco is to act as the agency through wﬁ%
EGPC and TOTAL PROCHE ORINT (S.A) (hereinaftre reffetge
to as “CONTRACTOR”) carry out and conduct the Developmel
operations reguired in accordance with the provisions of the W
ment signed on the Afth (Ot day of Jume, 1880 by 3B
hetween the ARAB REFUBLIC OF EGYPT, THE EGYR1MD.
GENERAL PETROLEUM CORPORATION AND CO A
TOR covering petroleum operations in Darag Area deseribed thefglie:
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Dapetos shall aiso be the agency o carry out and conduct
exploration operations after the date of Commercial Discovery purny
suant to CONTRACTOR's Work Program and Budget a '

" in accordance with the Agreement. e
B

Dapetco shall kecp account of all costs, expenses and expen
ditures for such operations under the terms of the Agreement a:ﬂ

Amex “E" thereto.
Dapetce shall not engage in any buginess or undertake any a{:t.:;,
vity beyond the performance of said operations.

ARTICLE V

The authorized capital of Dapeteo 18 Twenty thousand po n
Egyptian (20,000) divided into five thousand (5,000} shares of M-

mon stock with a value of four [4) pounds Egyptian pﬁ‘iﬁL |
share having equal voting rights, fully paid and non-assessable.

RGPC and CONTRACTOR shall each pay for, hold and owpSk
throughout the life of Dapetco referred to above, one-half (3419
the capital stock of Dapetco provided that only in the cvent i
either party should transfer or assign the whole or any percentage (Wge-
its ownership interest in the entirety of the Agreement, may
transferring or assigning party transfer or assign any of the cap
stock of Dapetco and, in that event, such transferring or asﬁig‘ir
party {and its succssors and assigns) must transfer and assign a

in Dapetco equal to the teansferred or assigned wheﬁﬁ 49

interest
nepcentage of 1ts ownership fntercst in the entirety of the said AgreTlt-

ment,
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ARTICLE VI

Dapetco shall not own any right, title, interest or estate. in
under the Agreement or any development lease created thtré'uﬁflg‘
or in any of the Petroleum produced from any exploration bloek g
development lease area thereunder or in any of the assets, equi
or other property obtained or used in conncction therewith, and YRal*
not be obligated as a principal for the financing or performance of
any of the duties or obligations of either EGPC or CONTRACTOR
under the Agreement. Dapetco shall not make any profit fromsahy
source whatever.

ARTICLE VII

Dapetco shall be no more than an agent for EGPC and CONT-
RACTOR. Whenever it is indicated herein that Dapetco shuilded
cide, take action or make a proposal and the like, it is understopg:
that such decision or judgement is the result of the decision or judge-
ment of CONTRACTOR, or EGPC and CONTRACTOR, as may

be required by the Agreement.

ARTICLE VIII

Depetco shall have a Board of Directors consisting of cightli{ﬁ
members, four (4¢) of whom shall be designated by EGPC and the,
other four (4) by CONTRACTOR. The Chairman shall be desge
nated by EGPC and shall also be a Managing Director. {"ON;%
TRACTOR shall designate the General Manager who shall alsd
be a Managing Director. |

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majonty
of six (6) of the Directors are present and any decision taken at suCh
meetings must have the affirmative vote of six (6) or more of th¢
Directors; provided, however, that any Director may be‘reprcsmtﬂd_l
and vote by proxy held by another Direotor.
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ARTICLE X

General meetings of the shareholders shall be valid if a majority
of the capital stock of Dapetco is represented thereat. Any decisions
taken at such meetings must have the affirmative vote of sharcholders
owning or representing a majority of the capital stock.

ARTICLE X1

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of Da-
petco vmployed directly by Dapetco and not assigned thereto byl

CONTRACTOR and EGPC. _h...
The Board shall, in due course, draw up thé By-Laws of D&-

petco and such by Laws shall be effective upon being approved by
a General Meeting of the Shareholders. in accordance with the plﬁhi

visions of Article X hereof.

ARTICLE XII
Depetco shall come into existence within thirty (30) days aftcr
the date of Commercial Discovery as provided for in the Agmcmmt. ii

The duration of Dapetco shall be for a period equal to it
Juration of the said Agreement, including any renewal thereof. ]

It shall be wound up and liquidated if the Agreement rcfa

red to above is terminated for any reason as provided for thercixif‘g
FGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

TOTAL PROCHE ORIENT (S.A.)
BY :
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ANNEX YE”
ACCOUNTING PROCGEDURE

ARTICLE 1
GENERAL PROVISIONS

Definttions

- T

The definitions comtamed in Articke 1 of the Concession Agege

ement shall apply to this Accounting Procedure and have the

same meaping.  Cortain accounting torms hercin used are tiﬂv-

fincd as follows |

1. “Agrcﬁmmt means the Concession Agreement of whiel
this Annex 8 a part. off

2. “Non-Operator” means the parties o the Agrecment othit:
than CONTRACTOR when it is performing work.

Staiement of Aclivity

A. CONTRAUTOR or Operating Company, as the case i
bﬁ.’ Shﬂ‘ﬁ Pur-'mﬂﬂt ti} t'ﬁ-r ﬂﬁiﬁ IV of the ﬁgmmt; pownhedtRE

{;mrier a Statemont of Explomation, Activity r
alt charges and credits related to the Exploration operatiood;
for that quarter sumamarized by appropriate classificat
indicative of the nature thereof,

B. Operating Company shall render to EGPC and W
TRACTOR within thirty (30} days of the cod of aRakg
month 2 5&1&5}5{1‘* Development ﬁﬂtﬁit}’ reflectm e

for that H’!Dntn summarized by appropriate ﬂla sificalivelt:
indicative of the nature thereof cxoept that items of *
troltable material and wnusal charges and credits sIENMNER
detailed.
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8. Adjusimenis and dudsts

A. Fach Statement of Exploration Activity shall conclusively
be presumed to be true and correct after three (3) monthy
following the receipt of each statement by EGPC unlesy
within the said three (3) months EGPC takes writien ex~
ception thereto pursuant to Article IV (f) of the Agreement.

During said three (3) months period supporting Jocuments
will be available for inspection by EGPC during all wor.

king hours. CONTRACTOR will have the same :ﬂ.l‘i"_s.‘
rights on Operating Company statements as EGPU imde,
this subparagraph.

B. Al statements of Activity for Development for any Calendar ©
Year shall conclusively be presumed to be true and correcty:
twenty-four (24) months following the end of any suoh }'c;ma:i
unless within the said twenty-four (24) months period EGPG
or CONTRACTOR takes written exception thercto Pen-
ding expiration of said twenty-four (24) months EGPC o
CONTRACTOR or both of them shall have the nghtmtg
audit Operating Company accounts, records and supporting’
documents for such year in the same manner ag ;}mﬁ:fﬁ"
in Article IV {f) of the Agreement.

4. Clurrency Exchange .

GONTRACTOR’s books for Exploration and Operating Colie

papy booke for Devdlopment and Exploration, if any, shall’ hﬂi
kept in the AR.E. in US Dollars. All US Dollars apcadlum::

-
L

shali be mﬂ in the amount ﬁpﬂld&i AR Egypﬁan Po i* ?

expenditures shall be wanslated o .S, Dollars at the ofGNSH
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puying rate of exchange issued by the Central Bank of Egypt oo
the first day of the month in which expenditures are recorded,
and all other mon-E'S Dullars at the actual buying rate of e
change for smeh currency. A record shall be kept of the mhm%
rates used in translating Egyptiam Pounds or other non. S
Dollars expenditures. to Dollars,

5. Pl‘{i‘tﬂdﬂncc 'L'}f Documonts

In the event of any inconsistency or conflict between the p:.rm

visions of this Accountmg Proecdure ane the provisions of.
Agreement gcanng the same mbjcct differently, then the ja
visiols of the Agrevment shall prevail. N

6. Revisiorr of Accountmg Proceefure -

By mutual agreement between EGPC and CONTRACTG
this Accounting Procedure may be revised from time to time. mi:
the Iight of futme arrangements. . IR

7 No Charge for Intercst on Prrvestorent e

Interest on Fawestment shall not, at any time, be charged g8
recoverable cost under the Agreement.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreerpent, CONTRAUYCE
shall alone bear and, directly or through DAPEECO pay theH
wing costs and cxpenses, which costs and expenses shall be- ClatSitag
and treated in accordance with Article VIT of the Agreement™J

1. Surfacc Rights:

Al} direct costs attributable to the acquisition, renewal of Yl
quishment. of surface rights acquired and maintamed- il I
of the Areca. |
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2.  Labour and Related Costs :
A. Salaries and Wages of CONTRACGTORs or QMg

Company’s employess, as the case may be, directly.
red In the various activities under the Agreement inclid
salaries and wages paid to geologists and other erapliyges
who are temporarily assigned to and emaployed . stick
sctivities.

Reasonable revisions of such salaries and wages shall be
effected 1o take into account changes in GON’I‘MCTQE %
policies and amendments of Laws applicable 1o salaries,

For the purpose of this paragraph 2, and pamgra.ph‘ifg,
salaries and wages shall mean the assessable amounty
A. R. E. Income Taxes, including the salaries during the
vacations and sick leaves, but excluding all the am{:rumsbf
the other itema covered by the percentage fixed undpr3
below,

B. For expatriate employees permanently assigned to Egy;:i

1. Al allowances applicable to salaries and wages, rﬁf
2. Cost of established plans - : i

3. All travel and relocation costs of such expatriate ‘e

L iy

ployees and their familiss to and from the employ®es
country or poing of origin at the time of emplo e,
at the time of separation, as a result of transfer frRE
one location to another and for vacation {transpOriii
tion costs for emplovees and their families wandel:
ing from A. R, E. to another location other than Bt
countty of origin shall not be charged to A KiK.
Operations),

Costs under this sub-paragraph (2.B} shall be equati®.
minety {90) percent {except for employees assigned to At
and whose families have not been transferred to A. B
in which case the percentage will be sixty (60)
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salaries and wages paid for such expatriate personel ig
cluding those paid during vacations amd aick keaves a5 &8
tablished e CONTRACTOR's international pelwics, pa-
ragraph § and sub-paragraph (11, A and ) of this
Article 11

However, salaries and wages during vacations, sick

leaves and disability are covered by the foregoing porcen-
tage. The percentage outlined above reflect CONTRAC-

TOR’s actual costs as of the Effective Date with regad
10 the following benefits, allowances and costs

1. Anticipated termimatinn of Icase contract m A R.E
or abroad.

T—
2. Houschold implements transportation o AL R, E}EF
abroad {round trip).

3  Una tantum for clothing equipment,

4.  Expenses copnected with departure and aﬂ'i\fgg
empioyees and theiv fanmlies. |

5.  Accruals of seniority  indemnity

6, Charges for social sccurity and insurance accordingigh
French Laws :

—  Retirermemt plan
—  National Health Iasurance

—  Unemployrment Tosurance
—  Accident aaxd disahility Insurance
— Bxtraordinary Insurance,
7.  Contractual travel expenses of employees and K.
families,
8. Exxess Jugzage,

8. Keereanona? Allowances.



\_Rh;i@_ﬂh’iﬁé(i}@ﬁvﬁ J‘-‘A“__E.:.%M‘Jlahhnﬁii YA

,Ejis..%iﬁ Eear % | ﬁé‘)}«fic_g b gl L E:ziuii W
. CiL:L!; ER R LR N VR R

Aot peilly (Gala W il b oL ) el b vy
. ! & s 3 A Jue

o ol Y B gl e o gt Sated i jlae @ A5 LA g
o gelly fs OGN OB e

by o Whea T I3 5 51 bjny DV GHGET v
¢ Joliadl Jaulb o Uil

et (F) O 5 bl e plt L 3 KU1 sla s
o Lty Jl R L G o SN Ay OL It FLl
g5 B SOy o B A sl pde S Qd Jlani!
B pawy AWK @ ol oo 3 dal Ll ode
}_*,ii i\ YA ot ’tﬁ S P s J-L_.;L S Jaliul vb.ﬁf
gt S5k AT SOVl  da Al At
¢ by Sy §y A ey SV peed Tl

Pt G 5 S Gl S e L
B oo ool N 3o iy e s 3, Al i UG
e ol e 3, Al st B D G il ¢ AT S
Rt 5T D508 Wb St i e 1 ol i 43 (5)
Wit 3G b g0 s ¢ st DSl e bl
Rl o6 il 3 dde o puis pn L1 s g0l D54 o
H s ) ol AT A SAT () Yy s (D) v

’ "L_:ﬂﬂ‘ sal lt 2a y




VYA A G gl o B (V) aF e 2l L A BT

10,  Medical assistance to employees and their families i
or cutside A. R. E,

11. Housing and utilities allowances.

12. Education allowance {children of expatriate employees)
and educational assistarce.

13,  Settelment allowance in or outside ARE.
14, Contribution for resetilement expenses at repatiiation,
15. Vacations, sick leaves and disability.

16. Any other costs, allowances and benefiis of a like
nature as established in CONTRACTORY interna-

tional policies. e

The percentages outlined above shall be reviewed at
intervals of three {3} vears from the Effective Date and at
such time CONTRACTOR and EGPC will agree on new
percentages to be used under this paragraph.

Revisions of the percentages will take inmw &l‘i‘%
ration variances in costs and changes in CONTRA
mtemnational policies which change or exclude any of’
above allowances and benefits. z

The revised percentages will reflect as nearly as hﬁ

Al

-

sible CONTRACTOR: actual costs of all its estab
allowances and benefits and of persormel transfers.

For exvatriate employees teraporarily assigned to Egﬂﬁ@
o allnwanp:m, COStS Ef estahli!ahgij plans and all travel r&¢
cation costs for such expatriate as paid in accordance with
CONTRACTOR s international policies..
N} Costs of expenditure or contributions made pursuant 10

or assemmets imposed by governmental authority whlcw
applicable to labour cost of salaries and wages as ]:ﬂ'l'-)"l'i":1

under Sub-Paragraphs 2.A, and 2B, Paragraph ¢ and @E'
Paragraphs 11.A and 11.G of this Article 11
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3.

Benehits, allowances and related costs of national employees ;

Bonses  overtime, customary allowances and benefits on a basig
similar to that prevailing for Oil Companies operating in AR.E.,
all as chargeable under Sub-Paragraph 2.A Paragraph @ and’
Sub-Paragraphs 11.A and 11.C of this Articlell.  Severancs
pay will be charged at a fixed rate applied to payrolls which
will egual an amoeunt equivalent to the maxium Hability of
scverance payment as required under the ARFE. Labowe Law.

Material :

Material, cquipment and supplics purchased or furished ds
such by CONTRACTOR or Dapetro,

A} Purchases :

Material, equipment and supplics purchased shall be at
price paid by CONTRACTOR or /Dapeteo after deduction
of all discounts actually received.

(8) Material Fumished by CONTRACTOR :

Material required for opcrations shall be purchased directly
whenrver practicable, except that CONTRACTOR may
furnish such material from CONTRACTOR’s affiliates’
stocks outside the A R.E. ninder the following conditions ¢

{1} New Material {Condition “A™}.
New material transferred from CONTRACTORS

affiliates warchouse or other properties shall be priced
at cost, provided that the cost of material supplied’ B
not higher than international prices for material of
similar quality supplied en similar teyms provailing at
the time such material was supplied.
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(2) Used Material (Condition “B” and “C”.

(a) Material which is in sound and serviceable cou-
dition and is suitable for re-use without reconc-
tioning shall be classified as Condition “B” and
priced at seventy-five {(75) percent of the price of
new material,

(bj Material which cannot be clasuified ag Condition
“B” but which is serviceahle for onginal function
but substantially not suitable for recrnditioung
shall be classed as Condition “C” and priced at
fifty (50) percent of the price of new material. -

{c) Material which cannot be classified as Condition:
“B” or Condition “C” shall be priced at a value

commensurate with its usc. ,
{d} Tanks, buildings and other equipment involving

errection costs shall be charged at applicable per-
centage of knocked-down new price.

(C' Warranty of Materials Furnished by CONTRACTOR,

CONTRACTOR does not warrant the material fumished=
beyond or back of the dealer’s or manufacturer’s guaranty;,

and in case of defective material. credit shall ror be reco-
rded until adjustment has been received by CONTRAC-
TOR manufactures or their agents.

" rapsportation and Emplovee Relocation Costs :

. i
Transportation of equipment, materials and supplies nc;f"_
oessary for the conduct of CONTRACTOR's or Dapetonss?

activities.
M) Business Travel and Transportation expenses to the ﬁxtﬂlifﬁ
covered by established policies of CONTRACTOR or « ith
regard tn'Expatﬁatea and Nationals, as incurred and pai?%ﬁi
by, or for, employees in the conduct of CONTRACTOR ¢

or Dapeton’s business.
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{C} Enployce transportation and rejocation costs for Nationy

employees to the extent covered by established policy of
Dapetca.

6. Services :

{A) Contract Services cost of consultants, other services and

I'B)

utilitics procured from third parties.

Cost of service performed by EGPC or by CONTRAE-
TOR or their Affiliated Companies in facilities ingde
or oufside the AR.E. Regular, recurring, routine servosl
such as interpreting magnetic tapes and/or other analysss,
shall be performed and charged by EGPC and/or CON-
TRACTOR or their Affiliated Companies at an agreed
price. Major projects involving engineering and design
services shall be performed by EGPC and/or CONTRAC-
TOR or their Affiliated Companies at a negotiated -l
tract amount. Use of EGPC’s CONTRACTOR’s cr ﬂ;%
Affiliated companies wholly owned equipment shall”

charged at a rental rate commensturate with the cost of 4i-
nership and operation, but not in excess of competitive rates

currently prevailling in the AR.E.

Damages and Losses :

All costs or expenses necessary to replace or repair damagfs,?
lasses incurred by fire, flood, storm, theft, accident or any ottt
cause not controliable by CONTRACTOR or Operating Lak;
pany through the cxcrcise of reasonable diligence. CONg-
RACTOR or Opcrating Company shall furnish Noa-{ }pﬂratoﬁ

written notice of damages or losses incurred n excess of 429

thousand {10,000) U.S. Dollars per occurrence, as soon as praff
ticable after report of the same has been received by CON-
TRACTOR or Operating Company.
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10.

]

Insurance and (laims -

The cost of any public liability, property damage and other iz
sarance against liabilities of CONTRACTOR, Operating Com.
nany and/or the parties or any of them o their employees and/
or outsiders as may be required by the Laws, rules and regula.
tions of the GOVERNMENT or as the parties may agree upom,

The proceeds of any such insarance or claim collected sha}iﬁ
credited against operations. I no insurance is carned for &

particular risk, all related actval expenditures incurred and raid
by, CONTRACTOR or Operating Company in scttlﬂnmt
any and all losses, claims, damages, judgements, and any |

sxpenses, including legal services,
Indirect Expenses ;
{Iam? overhead and facilities such 2s shore base, warzﬁm‘%

 water systems, road systems, salaries and expense of field supu'

visory personnel, field clerks, assistants, and other reneral ems

ployees indirectly serving the Area

Lepal Expenses :

All costs and expenses of litigation, or legal servioes orthtﬁbﬁ
necessary or expedient for the protection of the Area, in 'f
attorney’s fees and expenses as hereinafter provided, togﬁhﬁ‘
with all judgements obtained against the parties or any of tm' |
on sceount of the operations under the Agreement, and a’cﬁiﬂz

expenses incurred by any party or parties hereto in mﬂﬂg

evidecne for the purpose of defending against any action . 0f ol
claim prosscuted or vrged against the operations or the gub] o
matter of the Agreement, in the event actions or clairs affectin
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11,

the interests hereunder shall be handled by the legal staff of
one or more of the partics hereto, a charge commensurate with
cost of providing and frunishing such services may be made to

operations,

Administrative Overhead and General Expense :

(A)

(B}

While CONTRACTOR is conducting Exploration activi- -
ties cost of staffing and maintaining CONTRACTORS
head office in the AR E. and/or other offices essablishedin
the A.R.E., other than field offices which will be charged as
provided in Article 11, Paragraph 9 above, and excepting
salaries of employees of CONTRACTOR who arc teg
porarily assigned to and directly scrving on the Arca, hﬁl
will be charged as provided in Article 1T, paragraph 2 aboi

CONTRACTOR’s administrative overhead outside ﬂir
AR.E. applicable to the AR.E: Exploraton npm;h!ﬁ
which will be charged each month at the rate of f.ne"w
percent of total Exploration expendifures while CONTR&
CTOR is conducting Exploration activities and at the ral%
of two (2) percent of total Exploration expenditures whiles

Opexating Company is conducting Exploration activiuesk
No other direct charges as such for GONTRACTO &
administrative overhead outside the A.R.E. will be applig=
against the Exploration nbl:gatmn Examples of the tyjes=
of costs CONTRACTOR is incurring and Chrarenyg #eW,
under due to activities uder the Agreement and covered b
said percentages are !

(1) Excutive — Timc of executive officers.

(2) Treasury - Financial and exchange prnblems

(3) Purchasing — Procuring materials, eqmpmmt M
supplies
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{4} Exploration and Production —- Directing, advising wd
controlling the entire
project.

{5) Other departments such as legal, comprrollers and eog-

ineering which contribute time, knowledge and ex-
perience (o the operation.

L

The froegoing does not prechude charging for direct service
under sub-paragraph 6. B of this Article 11

{C) While Operating Company is conducting activities, Opera-
ing Company’s personnel engaged in general clevical and
offic work, supervisors and officers whose time iy generally
spent in the main office and not in the field, and all em--
plovees generally considered as general and aﬁm;mstratwﬁ

and not charged to other types of expense, will be aharw |
to operations.  Such expenses shail be aliocated cach mon
between Exploration and Development operations arm;j"'
ding to sound and practicable accounting methods.

12, Taxes -

13,

Al taxes, duties or levies paid in the ARX. by GGNI’RK@#_
TOR or Qperationg Company with respect to this Ag
other than those covered by Paragraph {f) {1) of Article IIY
the Agrecment.

Continuing CONTRACTOR Costs

Cost of CONTRACTOR activites reqguired under the Agm-
evnent and incurred exclusively in the ARE, after Oper2 ‘ﬁs
Company is formed. No sales expense mouwrred outside iR
AR E. mav be reoovered as a cost
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14, Oiher Expenditures :

i

Any costs, expenses or expenditures, other than those which are
covernd and dealt with by the foregomg provisions of this Articls
11, incurred by CONTRACTOR or Operating Company under
approved work Programs and Budgets.

ARTICLE {ti

INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPU and CGH-&%

TRACTOR mwentoricy shall be takea by Oparating Caocrsping
of the operations material, which shall include all such material?

physmal assets and construction pm]ccts Wntten notice of i

Dy hﬂ @mﬂtﬁi whm anvy myentoryis faken, F;ufa
EGPC and/or CONTRACTOR to be represented at an invéf
tory shall bind them to accept the inventory taken by Qpolll
ting Company who shall, in that event, fumish the paf-;
represented with a copy thereol.

Reconciation and Adjustment of Inventories :

Reconciliation of inventory shafl be made by CONTRACTIHE
and EGPC, and a list of overages and shortages shall e SR
determined by Operating Company and CONTRACTOR S
EGPC, and the inventory adjusted by Operating Companfilill
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ARTICLE IV

{COST RECOVERY
1. Statemeuts of Recovery of Caosty and of Cost Recovery Grude i
4 gy
CONTRACTOR shall, pursuant to Articie VIF of the Agres
ement, render 1o EGPC as promptly as practicable but not iater™3
than thirty (30) days afier receipt from Operating Company of X5

the Statemnents for Development and Exploration Activity for theds
last month of a cuarter a staternent for that quarter showing

i} Recoverable costs carried from the previous quarter, i angles

#) ~ Recoverable costs incurred during the quarter.

ui) Total recoverable costs for the quarter, (i' and (id).

v} Value of Cost Reowvery Crude Qi taken and separatcHlR
disposed of by CONTRACTOR for the quagter.

)  Amount of costs recovered for the guarter.

) Amount of recoverable costs carried into the succeediNE. .
quarter, if any. |



WA Le ple Vo B (1) ab e SR L e Mg adt Yo

de yas UV (W L NN, e s Y fi:-'»:!'- ":“‘L:f“ -Lg.:a Er.'.di_.; Y
o Sy '»L‘...ﬂ.i'rc_:_, o 35 @Lﬁﬂlwdjlﬁﬂ?dﬂj
AW RCPCEY B

awdde AT B OB Ll Gaea M 32 AU -2 1

damed Al e

S Y el e baed (VT) me P18 g gt gl 0,5
i dal s WFLST (3 pgid dndd S 520 oo o3 gt jloatll G ot

{1g) 2o S8 5 ol Ll 3l 33 3 Staadly bleadl 345,

( malid! B2 )
e JE Dby 4384 bl
GRS LR Sn LN PPN IE S
BN LUl lasdls Gt Sl G311 bl Jalall o 2o
o e Sall B2 (3428 G BT ) Sl i s pgamme 4314
Sdas Al 3 J'.;,.::;'. des ¢ Geallt tda e (1) ea v b JOY Sl



VoV aedw plove b (1) of e 2l G Bt

%

v} Excess, if any, of the value of Cost Rewovery Crude O
taken and separately disposed of by CONTRACTOR me::

oosts recovered for the quarter,

Fayments

If such statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR

BGPC with the rendition of such statement.

Audit Right :

EGPC shall have a peried of twelve (12) months from secesp
of any statement under this Article IV i which to audip “
raise objection to any such statement. EGPC and CONTR AR

-

TOR shall agree in any required adjustment,  Supporting
coynents and acccunts will be available to EGPC during gid.

twelve (12) month period.

ARTICLE V

CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts :
CONTRACTOR will estahllsh an Exploration Obligation uf-,e;

the total amount of Etplaratmn ﬂpﬂndztures repart&d ' *_;'
temnents of Activity prepared per Article 1.2.A hereof,
reductions agreed to by EGPC and CONTRACTOR follovwis
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written exceptions taken by 2 Non-Operator pursuant g
1.3.A hereof, in order to determine when minimum Explnr;'

Obligation have been met.

2. Cost Recovery Control Account..

CONTRACTOR will establish a cost Recovery Control
and an offsetting contra aocount to control therein the am

of cost remaining to be recovered, if any, the amount of o
recovered, and the value of Excess Cost Recovery Crude

if any.

3. Major Accounts :

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

following :

— Exploration Expenditures.
— Development Expenditures other than Operating ex

— Operating Expenses.

Necessary sub-accounts shall be used

Revenue accounts shall be maintained by CONTRACTOR o
ihc extent necessary for the control of recovery of costs and treatmen
of Cost Recovery Crude Oil,



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155

