T ——— i i a— = ——

3 VAA 4o _}{_L‘ \ ¢ <_59 (L--") ,uL T ¢ .‘&-Ju” 2:‘;,..“34}! ;..'LEJ?;J-!

= WEERF. — - s rwE e e . —rra e - - w -

T R e e A e e — —

\QA*;W) fJL,d\

E};J (J:;.:H 1.![;” ;ifal! :L: ‘Cf A "““L;L-"‘*J]J'_JJ u--.:-'-}]ls
_;...\.! A.EJQ.L- JAJ')L.-.H\_’ J};.:Jl 'pLx,:Il UL"L; ' L?- . Q‘C,hj(}i
| MJ:I]] 'I:’E‘L’I.JE; oy “

)

|
|
K

- . ",
“ Jﬁfj}is S

ol yral 3 3¢ b ¥ gl o a2 3

AETRUITA F ORI F R LTS :m,:u‘i ada s ;,.J‘_,:.-;.j — sk
an_aliel peaally u-...k.\l BE! ke s Lgﬂ‘}l.:,...u\ Iy ]I_,p;_.,mﬂ . O F g (A
e dlli A U L, e,

28h 055y 05 558 R0 by 2 3 e, oKW 0 — y asl

l"-.H'J
.qf:-T é;t] u!,w‘ r_’:nbg d,: J’“"L’ Ql:ﬂuju,!iﬁ‘dd_}! Ii.;l ‘J..h f:b.. — v ;JLA

&.o \1;\.}”); U‘ Q}:‘Aﬁ’ji 3 A "ﬂj_}u]\\ r;lf- d_y W‘ L!.ﬁ (.e:__.

(¥AAs % gl bo )y tee 2o 3 ole pe Bk g Bl



T e =k e— e N, ey, rerr b

- _)""HJ"Q’“ 3.:’)‘,@?.

s Rl ST Cpaper b G et lele Gl s o W1 s &) e O
E};Mﬁ&@@:&h;&&dww‘j&ﬂ\m \\cAu\ﬂv?;J
d&j‘uﬁw\}ﬂb& l&jw_ﬁa‘ﬁ,ﬁub_’fé(d Q])c—.’j:}._a—-

ot 3 bdad ey Al L}i-:f\ Lo \a o 4t 1 E,S_J O g kil By o

o 4 oull s ¢ 4.4_..b . s Yt al:“

Lsde ypein o1 o Jpuanll oy Coad 8 4N 0T Lo
SERIE RPN Sl Ghl sl st &5 3 4 ti) g dlati g JJJL'.:.” F d.o:..JJ
o ol SN ade o N — () (1) onelll 34 el AsUY

*\g-lﬂF‘;.?rJ



v '\a\}'\i A __?f,l"@ Vo J (:.__,..)j C{L‘n Y# .'S-\-,g“____d;:_*;m,.;

sy el
o i

R

.

‘.—.-n--l-ll'q-_.r

CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION AND EXPLOITATIO]

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATID?
AND

SHELL WINNING NV,

IN BADR EL DIN AREA
IN THE WESTERN DESERT
OF EGYPYT

This Agreement, made and entered mto on this day of ]ime
5th 1980., by and between the ARAB REPUBLIC OF EGYPI

! hereinalter referred to variously as “A.R.E.” or as the “GOVERN-
MENT?”,) the EGYPTIAN GENERAL PETROLEUM CORPO

RATION; a legal entity created by Law No. 167 of 1958 as mnendcq:
 hereinafter referred to as “EGPC” ) and SHELL WINNING N.V.,
a company organized and existing under the laws of the Netherland:

(hereinaiter variously referred to as “SHELL" or as “CON’TRQGJ_
TOR“,

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, established that
All minerals existing in mines and quarries in A.R.E. including the
territorial waters, are the property of the State, and

WHEREAS, EGPC has applied for an exclusive concession tot
the exploration, development and production of petroleum in and
threughout the Area referred to In Article I, and described i Al-
nexes “A” and “B” which are attached hereto and made a payt
hereof; and
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WHEREFEAS, Shell agrees to undertake its obligations provided

hereinafter as a Contractor with respect to the exploration, develop-

ment and production of petroleum in said Area; and

such concession; and

WHEREAS, the GOVERNMENT' desires hereby w grant

WHEREAS, the Minister of Petroleum, pursuant to the|pro-

visions ol Law No. 86 of 1956, may enter into a conces.i m agreement

with EGPC, and with Shell as a Contractor, for the petroleum ope-

rations, in the Area hereinafter referred to.

————
- '
My

L

~Now, THEREFORE, the parties hereto agree as follows |:
ARTICLE T
DEFINITIONS

“Exploraton” shall include such geoclogical, geophysical, aeria:
+nel other surveys as may be contained in the Approved Work
Programs and Budgets, and drilling of such shot holes, core holes.
stratigraphic tests, holes for the discovery of Petroleum on the
appraisal of petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, mater-
1als and equipment therefor, all as may be contained in| the
Approved Work Programs and Budgets. The verb “explore”

means the act of conducting exploration.

“Development” shall include, but not be limited to, all|the
operations and activities pursuant to Approved Work Programs
and Budgets under this Agreement.

(1) with resplect to the drilling of development wells, and
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and maintenance of equipment, lines, systems, fa ilitie
plants, and related operations, to produce and operate sal
wells, to take, save, treat, handle, store, flare, transpart arl
deliver petroleum for export, for local market and to ndef

take repressuring, recycling and other secondary recover!
projects,

“Petroleum” means liquid crude oil of various densities, aspﬂah
cas, casinghead gas and all other hydrocart-cn substances tha,
may be found in, and produced, or otherwise obtained, and|saveg
from the Area under this agreement, and all substances thalt maj
be extracted therefrom.

“Liquid Crude Oil” or Crude Oil “means any hydrocarbon
precdeced from the Area which is in a lquid state at tha well
head or lease separator or which 1s extracted from the gas or
casing-head gas in a plant. Such term includes distillate and
condensate,
“Gas” 1s natural gas both associated and non-associated; and

all of its constituent elements produced from any well in tl’lﬁl
Area and all non-hydrocarbon substances therein. Said iterm
shall indude residue gas.

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

“Commercial Well” means thf: first well on any geolo

is fmmd to be capable of p-roducing at the average rate o nqt
less than three thousand (3000) barrels of oil per day (BOPD?.

The date of discovery of a “Commecrcial Well” is the ate
on which such well is completed and tested according to| the
above, |
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(h) “AR.E.” means ARAB REPUBLIC OF EGYPT.

(1) The official ARE. rate of cxchange means the offlcaJ rate
cstablished by the Central Bank of Egypt on the date of the
currency conversion transaction or calculation concerned, which,
shall be non-discriminatory and of general applcation to commc-;
rcial currency conversion transactions and calculations on the
aforesaid date.

(1) “Elfective Date” means the date on which the text uf this
Agreement, legally approved, is signed by the GOVE RNMHNT
EGPC and SHELL.

Vk) “Year” or “Calendar Year” mcans a period of twelve [[12)

months according to the Gregorian Calendar.

{{) “Financial Year” mecans the Government’s financial year start-
ing on January 1st and ending on December 31st, both dptes
being inclusive.

_ ||
(m) “Tax Year” means the period of twelve (12) months accorciing
to the Gregorian Calendar for which tax returns or reports jare

required according to any applicable income, profits or othet

tax law or regulation of the A.R.E.

(n) 1. An “Affiliated Company” means a company.

(i) The share capital, conferring majoritv of votes at stock-
holders’ meetings of such company, of which 1s ownrd

directly or indirectly by a party herein ;

(ii)  Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders meetinkrs

of a party hereto; or
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(2) Whose share capital conferring a majority of votes ag
st:t)ckht}lders’ meetings of such company and the share ca-
pital conferring a majority of votes at stockholders meet-
ings of a party hercto are owned dwectly or mdirectly by
the same company.

2. Notwithstanding the foregoing sub-paragraph an “Affilia-

ted Gompany” means in relation to Shell

N.V. Koninklijke Nederlandsche Petrole:s: Muaatechappii and
the Shell Transport and Trading Comparny, Limited and any
company which is for the time being directly or indirectly con-
‘trolled by N.V. Koninklijke Nederlandsche Petroleum Maatsch-

appy) and the Shell Transport and Trading Company. Limited
~or erther of them, |

For the purposes of foregoing definition -

() a company is directly controlled by another company Or

- companies holding shares carrying in the aggregate the ma-

Jority of votes exercisable at general mectings.

() a particular company is indirectly controlled by a company
or compandcs (hereinafter called “the parent company or
companies”) if a scries of companies can be specified, be-
ginming with the parent company or companics and ending
with the particular company, so refated that each corm-
pany of the serics, except the parent company or companies,
1s directly controlled by one or more of the companies ear-

lier i the series.
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‘0) “SHELL” or "CONTRACTOR”.

Notwithstanding the above., Shell or CONTRACTOR shail
also mean the assignee of SHELL in the event of assignment,

ARTICLE 11
ANNLEXES TO THE AGREEMENT

CAnmex “A” Is a description of the Area covered and affected]

by this agreement, hereinafter referred to as the “Area”,

Arnex "B 1s a man on the scale of 1 : 2,000,600 ndicaung the
Area covered and affected by this Agrecment and cescribed 1n
Annex “A”,

Annex “C” is the form of the Letter of Guarantee to be sub-
mitted by SHEJLL at the time of signature by the Minister of Pet-
roleum of this Agreement for the sum of Five 5 million U.S.
Dollars, guaranteeing the execution of SHELL’s minimum exploratior
obligations hereunder for the first four {4) years exploration perioc
Such guarantee shall remain effective for six (6) months after the enc
of the said four (4) year period except as it may be reteased prior
to that time in accordance with the terms thereof.

Annex “D” is the form of a Gharter of the operating -compaiiy
to be formed as provided for m Amrticle VI hereof.

Annex “E” is the Accounting Procedure.

The Annexes “A” “B” “C” “D” and “E” to this agreement arc
hereby made parts hereof, and they shall be consilercd as having
equal force and -effect with the provistons of ‘this agreement.
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GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and SHELL as

a contractor, subject to the terms, covenants and conditions set out
in this Agreement, which insofar as they may contradict any provis-
ions of Law No. 66 of 1953, as amended, shall have the force of law,
an exclusive concession in and to the Area described In Annexes

A Y

(a)

(%)

and “B”.

The GOVERNMENT shall own and be entitled as hereinafter
mavided to a royalty in cash or in kind of ten (10) percent of
the total quantity of petroleum produced and saved from the
Area during the devclopment period including renewal. Said
royalty shall be bome and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of royalties
by EGPC shall not be deemed to result in income distributable
to the CONTRACTOR.

An initial exploration period of four (4) ycars shall start from
the Effective Date. Two (2) soccessive extensions to the initial
exploration period of two {2) years cach shall be granted to
CONTRACTOR at its option upon ninety (30) days written
notice prior to the expiry of the then cutrent period to EGPG
and subject only to its having fulfilled its obligations hereunder
for the preceding period. The Agreement shall he terminated if
neither Commercial Well nor Commercial Discovery is establs-
shed by the end of the eighth (8th) year of the exploration
period or upon the completion of drilling and testing -of any
well actually drilling or testing at the end of the eight (8) year
exploration period, but shall not exceed this period by more
than six (6) months. -

The election by EGPC to undertake a s>l risk venture under
paragraph (c) immediately hereafter shall not extend the ex-

ploration peniod nor affect the termination of this agreement as
to CONTRACTOR.
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(¢ “Commercial Discovery”. After discovery of a Commecrcial
Well, CONTRACTOR will undertake as part of its explora-
tion program the appraisal of the discovery by the drilling of
one or more additional wells to detcrmine whether such dis-
covery 1s worthy of being developed commercially, taking into
consideration the rccoverable reserves, procuction, pipeline and
terminal facilities required, estimated crude oil prices, and all
other relevant technical and economic factors.

A commercial discovery may consist of one producing reservoir
or a group of producing reservoirs which after appraisal is
worthy of being developed commercially.

CONTRACTOR shall give notice of a commercial discovery to
EGPC immediately after the discovery is considered hy GOIN-
TRACTOR to be worthy of commercial development but m
no event later than the completion of the-third {(3rd; exlora-
ion appraisal well, or ten (10) months, following the date of dis-
“covery of the commercial well which ever is earlier ; except that
CONTRACTOR shall also have the right to give such noticc
of commercial discovery witl: respect to any reservoir or Ieser-
voirs even if the well or wells thereon are not “Commercial”
within the definition of “Commecrcial Well” if, in its opinion,
a group of reservoirs considered collectively, could be worthy
of commercial development.

Following receipt of such notice EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to mutu-
ally agreeing upon the existence of a commercial discovery.
The date of commercial discovery shall be the date EGPC and
CONTRACTOR nmutually agree that a Commercial Discovery

eXI1Sts.

If Crude Oil is discovered but is not deemed by CONTRACTOR
to be a Commercial Discovery under the above provisions of
this paragraph (c), EGPC shall, cne (1} year after the expira-
tion of the period specified ahovo within which CONTRAC-
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TOR can give notice of Commergial Discovery, or eighteen
(18) months zfter the completion of a well not considered “Com-
mercial Well” have the right, tollowing sixty (60) days notice
in writing to CONTRACTOR, at its sole cost, risk and EXIEIL,
to develop produce and dispose of all Crude Oil form the zeolo-
grcal {eature on which the well has been drilled. Said notice

shall state the specific area covering said geological feature to
be developed, the wells to be drilled, the production facilitics
to be installed and EGPC’s estimated cost thereof. Within
thirty (30} days after receipt of said notice CONTRACTOR
may, 1n writing, elect to develop such area as provided for in
the casc of commercial discovery hereunder. In such cvent
all terms of this agreement shall continue o apply to the speci-

fied area.

If CONTRACTOR elects not to develop such area, the specific
area covering said gealogical feature shall be set aside for sole
risk operations .by* EGPC. In the event operating company
\defined in Article VI below) has come into existence EGPC
shall be entitled to have opﬁrating Company perform such ope-
rations for it at EGPC’s sole cost, risk and expenses. When
EGPC has recovered from the crude oil produced from such
specific area a quantity of crude oil equal 1n value to three hund-
ved (300) percent of the costs it has mcurred contractor shall
have the option, only in the event there has been a separa‘e
Commercial Discovery to share in further development and

production of that specific area upon paying EGPC one hundred
(100} percent of such costs incurred by EGPC.
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Such one hundred (100) percent payment shall be recovered by
Contractor from cost recovery crude o1l mn the normal manner
for the rccovery of expenses. Immediately following such
payment the specific area shall either (1) revert to the status of
an ordmary development lease under this agrecracnt and there-
after shall be operated in accordance with the terms Kereof; or

(i1) zd—tema.tivelyj i the event that at such time EGPC or its af-

filiated company is conducting all development operations in

the area at its sole CXPeusC and EGPU elects to continue operat-

ing, the acrea shall remam set aside and contractor shall only be

entitled: to its production: sharing percentage of the crude oil as

speetfied in Article VII (b) below provided always that contra-
ctor i allowed; to. recover the onc hundred: (100) percent pay-
ment mentioned above from cost recovery crude oil in the normal
manner set forth in Article VIT. The sole risk crude oil shall

be valued in the manner provided in paragraph (c) of Article

VIL  In the event of any texmination of this agreement under
the prowisiops of paragraph (b) above this agccement shall how-
ever captinne to apply to EGPC's operation of any sole risk ven-
ture hereunder although such agreement sh..ftl] have been termi-
nated- with respect to CO;ltl‘ﬂCtﬂ]* pursuant to the provisions of

said paragraph (b) above.
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(d) 'lThe development period of any development lease shall be

twenty (20} years from the date of commercial discovery which
relates to such development lease. This period may be renewéd
for an additional period of ten (10) years at the option of cou-
tractor upon six (6) months prior written notice to EGPC.  F.!-
lowing a commercial discovery the extent of the whole area
capable of production to be covered by development lease ot
lcases shall be mutually agreed upon by EGPC and Contrac-
tor and be subject to the approval of the Minister. Such aren
shall then be converted automatically mto a development lease
or leases without the issuance of any additional legal instrument

OT permission,

Development operations thereafter shall be started prom-
ptly by the operating company {defined in Article VI below)
and unless EGPC: and Contractor agree otherwise at least onc
(1) drilling rig shall be used continuously until in accordance
with good oil field practices and accepted petroleum engineering
principles the field is considered to be fullydeveloped. In the
event that no commercial production of petroleum is established
in any one of the blocks in which a commercial discovery 1s
made within three and one half (3'%) Years from the date of
commercial discovery such block shall be surrendered.

{e) Contractor shall bear and pay all the costs and expenses requir:d

in carrying out all the operations under this agreement but such
costs and expenses shall not include interest on Imvestment
and contractor shall look only to the petroleum to which it 1s
entitled under this agreement to recover such costs and expenses.
Such costs and expenses shall be recoverable as provided In
Article VII. During the term of this Agreement and 1ts rene-
wal the total production achieved in the conduct of such operat-
:ons shall be divided between EGPC and CONTRACTOR 'n

~coordance with the provisions of Article VII.
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Contractor shall be subject to the laws in force from time
to time of the A.R.E. and the political subdivisions therec!
which mmposc taxes on or mcasurcd by ircome or profits, -
cluding those laws imposing the commercial and mclustrial
profits tax. municipal tax, defense tax, and national sceurity
tax on mcome and dividends paid with respect to share-
holders hereinafter referred to as A.RI. Income Taxes),
aid, except as otherwise provided in the agreement, shail
comply with the requirements of such laws with respect
to the hiling of returns, the assessment of tax, and the ke-
fping for review by authorized persons of books and recor-
c!3. For these purposes, any AR .. Income Taxes for which

“Contractor’s shareholders may bhe liable shall be deemed

to be a tax levied agaimst Contractor. GP(G's share of
the Crude Ol determined under Article VII mclude.s v
amount equal n value to all of Gontractor’s A.R.I. Income
Taxes. |

For purposes of 'lpplym paragraph (1) (1} of this Articic,
the total taxable mcome of CONTRACGTOR in respect of
any Tax Year Qhaﬂ be anamount calculated as follows

az‘i “The total of the sums received by CONTRACTOR
- from the sale or other disposition of all Crude Gu
~ acquired by CONTRACTOR pursuant to Article VIL.
paragraph (a) and (b).

LESS

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

() The value, as determined in parageaph (a) 2 0of
Article VII of the Excess Cost Recovery C Srudc

Oil which may have been taken and scparately
disposed of by CONTRACTOR in cxcess of what
it is entitled to pursuant to Article VIT, sub.

paragraph (a) 2.
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PLUS
iz} An amount equal to CONTRACTORS AR T
come laxces.

3. BEGPC shall assumec, pay and discharge, on behaif of CON-

1

TRACTOR, CONTRACTOR’s A.R.E. Income Taxes {mi
of the sums received by EGPC from the sale or other dis
position of 1ts share ot the Crude Oil.

4,  EGPG shall-turnish to CONTRACTOR the proper official

 receipts evidencing the payment of CONTRACTOR'S

A.R.E. Income Taxes, within sixty {6U: days foilowing the

receipt by EGPC of CONTRACTOR's tax declaration for

the preceding tax vear. Such receipts shall be 1ssued by

“the proper tax authoritics and shall staic the amount and
other particulars customary for suci recemts. '

(g) In calculating its A.R.L. lucome Taxes, KGPC shall be entitled
to deduct royalties paid by EGPC to the COVERNMENT and
the ARE. Income Taxes of CONTRACTOR paid by EGPC
on CONTRACTOR’s behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

‘a) CONTRACTOR shall commence exploration operations here-
ander not later than six (6) months after the cifective date. Not
iater than the end of the fourtieth (40th) month after the etfec-
qve date CONTRAGTOR shall start exploration drilling in the
Arca. EGPC shall make available tor CONTRACTOR’s use

.11 seismic and other exploration data in EGPC’s possession with

respect to said Area.
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(b) The mtial exploration period shall be a period of four (4) years.
CONTRACTOR may extend this exploration period for two
(2) additional periods of two (2) years each upon ninety (30) days
prior written notice to EGPG subject to its expenditure of its
minimum exploration obligations for each such period.

CONTRACTOR shall spend a minimum of five (5)
million U.S. Dollars on exploration operations and activities
related thereto, which shall include the drilling of one (1) wel!
durmg the mitial four (4) year exploration period. 1In the first
additional two (2) year cxploration period that CONTRAC-
TOR elects beyond the initial exploration period, CONTRAC-
TOR shall spend a minimum of eight (8) million U.S. Dollars
and m the second additional two (2) year exploration period
that CONTRAGTOR elects to extend beyond the initial explo
ration periOd CGONTRACTOR shall spend a mimmum ol ten
(10) million U.S. Dollars.

If CONTRACTOR should spend more than the manamuin
amount required to be expended during the imtial four (4) year
exploration period or during any period thereafter, the exoess
may be subtracted from the minimum amount of money required
to be expended by CONTRACTOR during any succeeding £x-
ploration period or periods as the case may be.

In case CONTRACTOR surrenders its exploration obli-
gations in this Agreement as set forth above before or at the end
of the fourth (4th) year of the initial exploration period, having
expended les than the total sum of five (5) million U.S.
Dollars on exploration, or in the event at the end of the fourth
(4th) year CONTRACTOR has expended less than said sum
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the Area an amount equal to the difference between the said

five (5) million U.S. Dollars and the amount actually spent on
expioration acivities shall be paid by CONTRACLOR to EGpC
at the time of surrendering or within three (3) months from the
end of the fourth (4th) year of the initial exploration period, as
the case may be. Any expenditure deficiency by CONTRAC-
TOR with respect to the second (2nd) or third (3rd) exploration
period as the case may be for the reasons just noted shall, simi-
larly, result in a payment by CONTRACTOR to EGPC of such
rieficiehcy. Provided this Agreement 1s still in force as to GON-
TRACTOR, CONTRACTOR shall be entitled to recover ary
such payments as exploration expenditure in the manner provi-
Jled for under Article VII in the event of development of com-
mercial production. In case no Commercial Discovery is estab-
lished by the end of the eighth {8th) year, or in case GCONTRAC-
TOR surrenders its exploration obligations under this Agreement
prior to this time, EGPC will not bear any of aforesaid expensés
spent by CONTRACTOR.

() At least three (3) months prior to the beginning of cach year
or at such other times as otherwise mutually agreed to by
EGPC and CONTRACTOR, CONTRACTOR shall prepare
an Exploration Work Program and Budget for the Area setting
forth the Exploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During any Explora-
tion period such Work Program and budgets shall be in the
aggregate at least sufficlent to satisfy CONTRACTOR’s mini-
mum expenditure obligation for such period, taking into account
any credits for excess expenditures by CONTRACTOR in prior

exploration periods.
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1he exploration work program and budgct shall be reviewcd
by a jomnt committee to be established by EGPC and CONT-
RACTOR after the Ltfective Date of this Agreement.

This committee hereinafter referred to as the “Exploration
Adwvisory Commiitee,” shall consist of six (6) members, three
(3) of whom shall be appoimnted by EGPC and three (3) by
CONTRACTOR.

The Chairman of the Exploration Advisory Committee shall
be designated by EGPC from among the members appointed
by it. The Exploration Advisory Committee shall review and
give swch auvice as 1t deems appropriate with respect to the
nroposed Work Program and Budget.

The following review by the Exploration Advisory Com-
mittee, CONTRACTOR c<hall make such revisions as CONT-
RACTOR deems appropriate and submit the Exploration
Wark Program and Budget to EGPC for 1ts approval.
~ Following such approval, it is {urther agreed that :

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

(#) In the event of emergencies involving danger or loss of
lives or property, CONTRACTOR may expend such ad-
ditional unbudgeted amounts as may be required to alleviate
such danger.

Such expenditure shall be considered m all respects as ex
ploration expenditures and shall be recovered pursuant to
the provisions of Article VII hereol.

CONTRACTOR shall advance all necessary tunds for all
materials, equipment, supplies, personnel, admnistration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repav

any of the aforesaid costs.
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le) CONIRACGTOR shall be responsible for the preparation aud
performance of Exploration Work Program which shall be

implemented in a workman-like manner and consistent with
good industry practices.

Except as 1s appropriate for specialized studies such as the
processing of data and laboratory studies, to be made in specia-
lized centres outside the AR.E. all geological and geophysical
studies and any other studies related to the performance of
this Agreement, shall be made in the A.R.E.

GONTRACTOR shall entrust the managment of explorit-
ion operations-in the A.R.E. to its technically competent General
Manager and Assistant Manager. The names of such Manager
and Assistant Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT and to EGPC. The Manager
and, m s absence, the Assistant Manager, shall be entrusted
by CONTRACTOR with sufficient powers to carry out imme-
ciately and comply with all lawful written directirns given to
them by the GOVERNMENT or its renresentative under the
terms of this Agreement or lawhul regulations issued or here-
aticr to be issued which are applicable herennder.

(), 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 necessary
supporting documents shall be available for inspection by EGPC
at any time during regular working hours for three (3) months
from the date of receiving each statement.

Within the three (3) months from the date of receivi.n:g
such Statement, EGPC shall advise CONTRACTOR in wri-

ting if it considers ;

() that the record of costs is not correct, or
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7i)  that the costs of goods or services suppled are not i hine
with the international market prices for goods or services
of similar quality supplied on similar terms prevailing at
‘he time such ccods or services were supplied, provided
however, that purchases made and services performed with-

n A.R.E. shall be subject to Article XXV, or
(iii) that the condition of the materjals furnished by GONI-
RACTOR does not tally with their prices or

(iv) that the costs incurred are not reasonably required for ope:
rations.

CONTRACTOR shall confer with EGPC in connection with
the problem thus presented, and partics shall attempt to reach
- settlement which is mutually satisfactory. If within the tirne
imit of the three (3) months period provided for in this para-
oraph. LGPC has not advissd CONTRACTOR of its ohjec-

tion to any Statement, such Statement shall be considered os '
approved ' |

') CONTRACTOR shall supply all funids necessary for its opera-
tions in A.R.E. under this Agreement in freely convertible cur-
rency from abroad. CONTRACTOR shall have the nght o
buy Egyptian currency whenever required and the conversicn
shall be made at Egyptian Banks in the A.R.L. acoording to the
official A.R.E. rate of exchange.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the fourth (4th) year after the Effective Date here-
of, CONTRACTOR shall relinquish to the GOVERNMENT a totai
of twenty five (25) percent of the original Area not then converted
to a development lcase or leascs.
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At the end of the sixth (6th) year after the Effective Date hereof,
CONTRACTOR shall relinquish an additional twenty five (25) per-

cent of the original Area not then converted to a (’kﬁVﬁlﬁpmﬂnt'l&aSﬁ
or leases.

At the end of the total exploration period, CONTRACTOR
shall relmquish the remainder of the original Area not then conver-
ted to a development lease or leases.

VOLUNTARY

GCONTRACTOR may volutarily during any period relinquish
all or any part of the Area provided that at the time of such volun-
tary rélinquishment its financial obligations for exploration expends-
tures under Article IV paragraph (b) have been satisfied for such
nertod. ' '

Any relinquishments herecunder shall be credited toward the

mandatory provisions of the above paragraph.

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

A
T
[ag

ARTICLE V1
OPERATIONS AFTER COMMERCIAL DISCOVERY

(¢) On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A.R.E. an operating company which shall be called
THE BADR PETROLEUM COMPANY, hereinafter referred
to as Operating Company shall he subject to the laws and rezau-
lations in force in the A R.E. to the extent that such laws and
regulations are not inconsistent with the provisions of this Agree-
ment or the Charter of Operating Company; however, Operat-
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ing Company shall, for the purposes of this Agreement, be ex-.
cmpted from the following laws and regulations as now or here-
after amended or substituted - '

—-  Law No. 26 of 1554 CONCEIMUNG Certali provisions on’ joint
stock companies, partnership and limited haiblity compa-
nies, as amended ;

— Law No. 141 of 1963 on Representation of Emplovee and
Workers on the Boards of Companies:

-— Law No. 60 of 1971 on Public Institutions; and:

—  Law Noa. 97 of 1976 OIganising dealings in the foreig’n cur-
rencies: :

— Law No. 48 of 1978 on the Staff Regulations of Public
Companies:

- — Presidential Decree No. 1868 of 1974 restricting some con-
tracts of work of the GOVERNMENT to Public Institu-
tions and Corporations and Public Sector Units;

(6) The Charter of Operating Company is hereto attached as Annex
“D” within thirty (30) days after the date of Commercial Dijs-
covery, the Charter shall take effect and Operating Company
shall automatically come into exist'mce, without any further
procedures.

(¢) Ninety (90) days after the date Operating Company comes
nto existence in accordance with paragrapi: (b) abowe, it shall
preparc a development work Program and Budget for the
remamder of the year in which the Commercial Discovery is
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made ; and not later than the twentieth 20 0 of b(ptunlJel of

said year (or such other date as may be agreed upon) and the
twentieth (20th) of September of each vear thereafter Operating
Company shall prepare an annual Production Schedule, work
Program and Budget for the snece edmmg year. The Production
Schedule Work Program and Budget shall be submitted to the
Board of Directors for approval.

(d) Not latter than the twentieth (20th} day of each month, Opera-
 ing Company shall furnish to CONTRACTOR a written es-
‘timate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month expres-
sed . U.S. Dollars, having régard to the approved Budget,
such estimate shall take into consideration any cash cxpected to

be on hand at month end.

- Payment for the appropriate period of each month shall be
made to the correspondent bank designated in paragraph (e)
below on the first (1st) day and fifteenth (15th) day respeotively:

or the next following business day, 1f such day is not a business
day.

() Operating Company is authorized to keep at its own disnosal
abroad in an account opened with a correspondent bank of the
BANK MISR, CAIRO, the foreign funds advanced by GON-
TRACTOR. Withdrawals from said account shall be used for
payment of goods and services acquired abroad and for trans-
ferring to a local bank in the AR.E. the required amounts to
meet expenditures in Egyptian Pounds, for Operating Company
I connection with its activities under this Agreencnt,



- —

\ﬂ\j\# P ,}La ‘o {..5 (;_;) CJ[_, Y * .3-qu1| - ﬂﬁw#]]\ .:Ju_;:u;f 2/\

y oyl c———

A Al L 5 ALl AL Loy (o) U D% g
speerr @ ARl A 46 olhle JV Gl W) a1
AU G b e Sl bl e 5 e e Gaas B
"‘*‘"’J““ VI TRRERN CJLl\_g ozl GIRUIRIREY s ol S saall
v Jtal_g P ug_“h

(Anldl B5LA )
E}S}H (‘L“"j"ﬁ Qaéjﬁ“;d@ﬁ:ﬂ 315 pan
'.' \.aaj\.(_,.” Jb_);'..,»y um,ﬂ';._]_\ r{z“ C-"ij“ (:1—)

> tew 1oaslEWY sas (3 h:»-i Abaslmlt o oaall Bl s
Lol Olilee mazm ol Ola eils QI &I U_gM‘
bzt 9 S de (3 a3V sas = s g aidazhl lhealls il
ey gl slad) o JE S e b i LA B () ST
A3 5.15:.‘@ ,,.f Lg.m SWGYT odn oaie audl > gis mecr o b
i pl:»_ll o A o (c__,,M e Lo e o ads ndb sl
o € Al sl Y MU (alp.-J\ o Iy a_)L._.{

el CB:JI oy o s s akls JUCIY sl a5 s
: (_’n._.-” e (_;L‘ « 4kt At LY

Aoy il (Y s Ol meazms S (5l Cw:m Gl
CJ Sl <.5*"° ML@YP oA ulep}J’ TSR vjj}” (_g) CL;'}H
4_,...9_}” F-L-L.Jt + bb‘.}f.u‘ ﬁnﬁww‘_]_ﬂd:&w L;_\J\



1ﬂ VA A+ 4L y\-‘ \¢ 9 (L.J) CJL! Y* MDAV LMJJ\ b-ngg)“ |

e — —— -
i

Within thirty (30) days after the end of each Financial
Vear, Operating Company shall submit to the appropriaté em
change control authorities in the A.R.E. a statement, duly cer-
iified by a recognized firm of auditors, showing the funds cre-

dited to that account, the disbursements made out of the accouf

and the balance outstanding at the end of the year.

ARTICLE VII |

RECOVERY OF COST:3 AND EXPENSES
AND PRODUCTION SHARING

‘a) Cost Recovery Grude Ou

\

Subject to the auditing provisions under this Agreement, GO -
TRACTOR shall recover all costs and expenses in respect of
all the exploration, development and related operations under
ihis Agreement to the extent and out of forty (40) percent of
all Crude Oil produced and saved from all development leases,
hereunder and not used in petroleum operations. Such Cruds
il is hereinafter referred to as “Cost Recovery Crude Gil.”
Such costs and expenses shall be recovered from the Cost Re-

covery Crude Oil in the following manner :

({) All Intangible Drilling Costs including those accumulated
prior to the commencement of Initial Commercial Produe-
tion and all Operating Expenses incurred after Initial Gom-
mercial Production, which for the purposes of this Agree-
ment shall mean the date on which the first (1st) regular
shipment is made shall be recoverable as from the time that
Ciost Recovery Crude Oil becomes available,
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(i) Exploration Expenditures, including those accumulated
prior to the commencement of Initial Commeraial Produc-
tion, shall be recoverable at the rate of twenty (20) percent
per annum as allocated quarterly as from the time that
Ciost Recovery Crude Oil becomes available.

(i11) Development Expenditures, ncluding those accumulated
prior to the commencement of [ritial Commercial Produc-
tion shall be recoverable at the rate of twenty (20) percent
per annum as allocated quarterly as from the time that
Cost Recovery Crude Oil becomes available.

(iv)] To the extent that, in a quarter, costs expenses or expen-
ditures recoverable per paragraphs (1), {(11) and (1) pre-
ceding cxceed the valuc of all Cost Recovery Crude Oil for
such quarter. the excess shall be carrica forward for reco-
very in the next succeeding quarter or quarters until fuly

recovered ; but in no case after the termination of the Agree-
ment.

(v} For the purpose of determining the classiication of all
costs, expenses and expenditures for their recovery, the fol-
lowing terms shall apply :

t.  “Exploration Expenditures” shall mean all costs and
expenses for exploration operations other than Intan-
gible Drilling Costs”.

2. “Development Expenditures” shail mean all costs and
expenses for development operations with the excep-
tion of “Operating Expenses” and “Intangible Drilling
costs”.

3. “Operating Expenses™ shall mean all costs, expenses
and expenditures made after Initial Commercial Pro-

duction, which costs; expenses and expenditures are
not normally depreciable.
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4.  “Intangible Drilling Costs” shall mean all expenditures
incurred during “Exploration” and “Development”
for well drilling and completing operations related to
items which themselves do not have a Salvage Value,
as}.for example, labour, geolcgical design, engineer-
ing and other technical assistance, supervisicn, amounts
paid to drilling and other contractors, material and
eaquipment oonsumed or lost, perforating, iormation

testing, cementing, well logging and tramsportation.

5. CONTRACTOR shall each quarter take and 3epa-
rately dispose of Cost Recovery Crude Oil produce:!

in accordance with paragraph (a) (1) of this Article
VIL.

To the extent that the value of the Cost Recovery Grude
Oil (as determuned in .paragraph (c) below) exceeds the
actual recoverable costs and expenditures, including any
carry forward from paragraph (a) (1) (iv) above, then the
Cost Recovery Crude Qil, in value correspondmg to such
excess, shall be taken and separately disposed of in the

following proportions :

EGPG . 80%

CONTRACTOR - 20%
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(b) Production Sharing

1. With respect to each Quarter the remaining sixty (60;)?
percent of the Crude Oil in such Quarter shall be taken
and disposed of separately by EGPC and CONTRACTOR

;

in the following proportions :

- EGPC’s Share ’ CONTRA TOR’s i

Share
— — ‘__-__-—___-—-—‘_—-_-—-—-—_+

With respect to thie Pro-f Seventy five Twenty five (25)
duction  segment (75) percent percent '
0—100,000 BLS/D

(Quarterly average)

|

With respect to the Pro- Seventy seven and| Twenty two and 2

duction segment a half (77.5) percent| half (22.5) percent :
100,000—200,000 ;_
BLS/D

(Quarterly average)

Production segment
over 200,000 BLS/D

|

. '

With respect to the |Eighty (80) percent 'Twenty (20) percent
(Quarterly average) l

2. For the purpose of calculating the quantity of Crude Qi
accruing to each party in accordance with sub-paragrapn
(1) of this paragraph (b) the Cost Recovery Crude Ol
shall be allocated to the above segments in same propor-

tion as the total production is divided over said segments.
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(¢; 1. For purposes oif determining the value of the quantity of
Cost Recovery Crude Oi to which CONTRACTOR |s
entitied hereunder during each Calendar Semestsr, the
welghted average price realized m freely convertible or-
rency from F.O.B. point of export sales to non-Affiliated .I
Companies during such Semester under all CGrude Oil sales
Contracts currently in effect by etther EGPC on the ong
hand or CONTRACTOR on the other hand. (but exclidd
ing Crude Oil spot sales not consistent with pmv&ilin*;
market prices for similar Crude Gil and also excluding
sales involving barter) whichever is higher shall be usedl.
It is understood that in the case of C.LF. sales apprcp}-
riate deductions shall be made for transport and insurance
charges to calculate the F.O.B. point of export price.

2. If during any Calendar Semester there are no such salcs
by EGPC or CONTRACTOR under Crude Oil Sales Con-
tracts currently in effect;, EGPC and CONTRACTGOR
shall meet and mutually agree upon the price of Crude
Oil to be used 1in determining the value mentioned m sul
paragraph (c) (1) above. Pending such mutual agreement
the price used shall be the last price determined pursuant
to sub-paragraph (c) (1), or under this sub-paragraph (c)
(2), whichever is later, and appropriate adjustment will be
made thereto after determination of mutually agreed price
hy EGPC and CONTRACTOR. |

(d) Operating Company shall prepare (not less than ninety (90) days
prior to the beginning of each Calendear Semester following
regular production) and furnish in writing to CONTRACTOR

and EGPC a forecast setting out the total quantity of Petrolenm
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(a)

that Operating Company estimates can be produced, saved arld
transported hereunder during such Calendar Semester in accor-
dance with good oil industry practices. Operating Company
shall endeavour to produce each Calendar Semester the forecast
quantity. ‘The Crude Oil shall be run to storage tanks constru-
cted; mamtamed and operated according to GOVERNMENT
regulations, by Operating Company in which said Crude Oil
shall be metered or otherwise measured for royalty, and the other

purposes required by this Agreement.

CONTRACTOR shall - have the right and the obligation to
separately take and export currentdy all of the Crude Oil 1o
whach 1t is entitled as is determined in accordance with parag-

raphs (a) and (b) of this article. Subject to payment of sums

due EGPC under Article IX, CONTRACTOR shall have the
nght to retain abroad all funds acquired by it abroad including

the proceeds from the sale of its share of Crude Oil exported.

ARTIGLE VIII
TITLE TO ASSETS

EGPC shall become the owner of all Assets acquired and owned
by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accordance

with the following :

1.  Land shall become the property of EGPC as soon as it 1s
purchased ;

2. Title to fixed and movable Assets shall be transfered autoru-
atically from Contractor to EGPC either;

(a) at the time this Agreement is terminated and Con-
tractor has not disposed of such Assets pricr to such

termination; or
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(b) at the time the full costs of the Asset in question have
been recovered by Contractor out of Cost Recovey:
Crude Oil whichever occurs first.

It being understood that if and as long as only part ui
the costs has been recovered title shall only transfer par-
tially to EGPU(, such part to be commensurate with the parr
of the costs so recovered.

The Book value of the Assets created during cach Cdi-

endar year shall be communicated by Contractor to EG
or by Operating Gompany to EGPC and Contractor withix
thirty (30) days of the end of each Quarter.

&) During the term of this Agrecment and the rencwal peridd
Contractor and Operating Company are entitled to the full use
without payment in the Agreement Area, and any other area
in W-Desert approved by EGPC, of all fixed and movable Assets.
Thereafter (and notwithstanding termination of this Agreement)
Contractor may have the full use without payment of such Assets
in another contract area subject to EGPC’s approval, w hmh
shall not unreasonably be withheld. However proper mcountmj_
adjustment shall be made. Any fixed and movable Asscts used
by Contractor or Operating Company in accordance with the
above shall not be disposed of by EGPC or Contractor exccht
with agreement of the othex

If and for as long during the peried of production operatiois
there exists a genuine excess capacity in facilities which cannoit
during the period of such excess be used by the operating Com-
pany, the Contractor will consult with EGPC to find a mutually
agrecd formula whereby EGPC may use the excess capacity if
it so desires without any Financial, Operational or other chaadh
vantage to the (‘ontractor
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ARTICLE IX

SIGNATURE, FIRST DISCOVERY
AND PRODUCTION BONUSES

{a) GONTRACTOR shall pay to EGPC as a Signature Bonus the
sum of half (0.5) a millhon U.> Dollars on the Eifective Datg.

(b} CGONTRACTOR shall pay to EGPG the sum of one (1(J)
million U.S. Dollars upon the date of First Commercial Dis-

covery and ;

{¢) One (1.0) million U.S. Dollars as a Production Bonus, when
for the first time total average daily production 1s sustained at
a rate of fifty thousand (50,000) barrels perday for a period of
thirty (30) consecutive producing days. GONTRACTOR shall
also pay to EGPC the additional sum of two (2.0) million U.S.
Dollars as a Production Bonus when for the first time total
average daily production is sustained at the rate of one hundred
thousand (100,000) barrcls per day for a period of thirty (30)

consecutive producing days.

{(d) The aforesaid Signature, First Discovery and Produciion
Bonuses shall ncither be recovered nor amortized by GON I

RACTOR.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an Officc in A-R.E. at which
wotices shall be validly served.
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The General Manager and Assistant Manager shall be entrusted
by CONTRAGTOR with sufficient power to carry out immed;ately
and comply with all local written directions given to him by the Gt)-
VERNMENT or its representative under the terms of this Agreement
or any lawful regulation issued or hereafter to be issued which are
applicable hereunder and not m conflict with this Agreement.

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 matl to CONTRACTOR s office in A R.E.

‘Notices under Article XXT1 should be made by an official legal

notice.

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

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) Operating Company shall take all proper measures, according
to generally accepted methods in use in the a1l industry to prev-
ent loss or waste of petroleum above or under the ground m any
form during drilling, producing, gathering and distributing or
storage operations. The GOVERNMENT has the right to
prevent any operation on any well that it might reasonably ex-
pect would resuit in loss or damage to the well or the o1l “teld.

() Upon completion of the driliing of a productive well, Operat-
ing Companv shall ‘nferm the GOVERNMENT o I‘s represen-
tative of the time when the well will be tested and the produc-

tion rate ascertained.
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(c)

@

(a)

Except in instances where multiple producing formations i
the same well can only be produced economically through a
single tubing string, Petroleum shall not be produced from mu-
Itiple oil carrying zones threugh one string of tubmng at the same
time, except with the prior approval of the GOVERNMENT

or its representative,

Operating Company shall record data regarding the quautiues
of Petroleum and water produced monthly from each develop-
ment lease. Such data shall be sent to the GOVERNMENT
or dits representative on the special torms provided for that pur-
pose within thirty (30} days after 1t is obtained. Daily or
weekly statistics regarding the pre duction from the area shall be
available at all reasonable times for examination by authorzed
representatives of the GOVERNMENT,

Daily drillingrecmds and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purposes of protecting Petro-
leum, gas-bearing or fresh water strata. Any ‘substantial
change of mechanical conditions of the well after its comple-
tion should be subject to the approval of the representative of

the GOVERNMENT.

ARTICLE XII

CUSTOMS EXEMPTIONS

LGPC. CONTRACTOR, Operating Gompany and thewr con-
tract{}rgs and sub-contractors engaged 1n carrying on operarons
ander this Agreement shall be permitted to import and shall
be exempted from customs duties, with respect to the impor-

tation of machinerv, equipment, vehicles, materials, sugplies
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consumable 1tems and movable property, when certified by a
responsible representative of EGPC, to be used solely in carry-

Ing on operations under this Agreement.

(6) Each expatriate employee of CONTRACTOR, and Operating
Company and the said contractors and sub-contractors shall be
permitted to import-and shall be exempt from all customs du-
ties with respect to the reasonable importaiion of househoid
goods, foodstults, consumable itcms and personal effects includ-
ing one avtomobile; provided. however, that such prope “ties
are imported for the sole use of the employee and his family and
provided, further, that no such property imported by the.
employee shall be :_resold by him in the AR.E. cxcept in
accordance with GOVERNMENT regulations.

(¢) The exemption provided in (a) of this article shall not apply-
to any mmported items when EGPC considers items of the same,_:
or substantially the same kind and quality are manufactured
locally and are available for purchase and timely delivery in
the A.R.E. at a price not higher than ten (10) percent more than
the cost of the imported item before customs duties, but after

transportation and insurance costs have been added.

(d) Any of the items imported into the AR.E. either exempt or
non-exempt from customs duties, taxes or imposts under this
Article may be exported by the importing party at any time
without the payment of any export duty, or impost.
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() New or used but serviceable material, equipment and goods

resulting {rom operations hereunder may be sold within tie
AR.E. provided that the purchasers pay the applicable custonis
duties, taxes or imposts, if any, except 1f sold to EGPEC or an

athliated company of EGPC,

(f) Material t‘?qllipmtnt A goods SO damaged: or used as te be
non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap or junk (any such CONT-
RACTOR’s appraisal being subject to EGPC approval and anv
such Operating Company appraisal being subject to EGPC
and GONTRACTOR approval) may be sold as scrap or jun-
ked without payment of customs duties, taxes or imposts.

&) In the event of such sale under paragraphs (e) and (f} above
the proceeds from such sales shall be divided in the following

manner .

CONTRACTOR <holl be entitled to r('?.imbursemem of 1ts
unrecovered cost, if any, in such material or equipment and the
excess, if anv shall be paid to EGPC.

i
(h) “Customs duties”, as used herein, shall include all duties taxes
or imposts {except those charges paid to the GOVERNMEINT

for actual services rendered), which are payable as a result of
the importation of the item or itans under consideration.

(¢) There shall be no licence required, and CONTRACTOR and

EGPC shall be exempted from any duty, tax, fee or anv other
financial impost in respect of the export of Petrolenm hereun-

der.
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(J) At areasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree

upon a procedure for scheduling tanker liftings from the agreed
upon point of export.

ARTICLE XI1II

BOOKS OF ACCOUNTS - ACGCOUNTING
AND FPAYMENTS

(aj EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of accounts
in accordance with the Accounting Procedure in Annex “E” and
accepted accounting practices generally used in the Petroleum
industry, and such other books and records as may be necessary
to show the work performed under this Agreement, including
the amount and value of all Petroleum produced and saved
hereunder. CONTRACTOR and Operating Company shall
keep their books of accounts and accounting records m United
States Dollars.

Operating Company shall furnish to the GOVERNMENT
or its representative monthly returns showing the amount of
Petroleum produced and saved hereunder. Such returns shall
be prepared in the form required by the GOVERNMENT, or
its representative, and shall be signed by the General Manager
or by the Assistant Manager or a duly designated deputy, and
delivered to the GOVERNMENT or its representative within
thirty (30) days after the end of the month covered 1n the return.

'b) The aforesaid books of accounts and other hooks and records
referred to above shall be available at all reasonable times for
inspection by duly authorized representatives of the GOVERN-

MENT.
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CONTRACTOR shall submit to EGPC a Profit and loss Sta-
tement for the Calendar Ycar not later than March 1 of tir
tollowing year 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 vear ened
Balance Sheet for the same Calendar Year to EGPC

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operationg Company shall prepars
and, at all times while this Agreement is in force, maintain
accurate and cwrent records of its operations in the Area
hereunder. CONTRACTOR and/or Operating Company
shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its: representative may reasonably require, infor-
mation and data concerning tts operations under this Apre-
ement.

CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative porton of
each sample of cores and cuttings taken from drilling wells, to
be disposed of or forwarded to the GOVERNMENT o its re-
presentative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or Operating
Company for its own purpose shall be considered available for
inspection at any reasonable time by the ( :OVERNMENT or
its representative.

Any such samples which CONTRACTOR or Operating
Company has kept for a period of twelve (12) months without
receipt of instructions to forward them to the GOVERNMENT
or 1ts representative or elsewhere may he disposed «.f by Con-
tractor or Operating Company at its discretion.
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Unless otherwise agreed to by _E'GPG-, in case of exporting any
rock samples outside A.R. I, samples equivalent in size and
quality shall before such exportation be delivered to EGPG as

representative of the Government.

Originals of records can only be exported with the permis-
sion of EGPC; provided, however, that magnetic tapes or any
other data which must be processed or analysed outside the
AR.E. may be exported if amonitor or a comparable record 1s
maintained in the A.R.E. and provided that such exports shall

be repatriated to A.R.E. on the understanding that thev belong
to EGPC.

During the period Contractor is conducting the exploration
operations Contractor shall permit EGPC through EGPC’s dulv
authorized representative or employee to have full and completé
access to the Area at all reasonable times with the right to ohserve
the operations being conducted and to inspect all assets, records
and data kept by Contractor. EGPC’s representative in exer-
cising its rights under the preceding sentence of this paragraph
() shall not interfere with Contractor’s operations. Contractor
shall provide EGPC with copies of any and all data (including,
hut not limited to, geological and geophysical reports logs and
well surveys), information and interpretat ons of such data and
information in Contractor’s possession.

All such data and information shall be kept strictly confidential
and shall not be divulged by EGPC except to affiliated compa-
nies or by the GOVERNMENT, without the consent of CON-
TRACTOR while this Agreement remains in force. However,
for the purposes of obtaining new offers the GOVERNMENT
may show any other party geophysical and geological data (the
age of which is not less than one¢ vear) with respect to the area

adjacent to the area of such new offer.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solcly he responsible in
accordance with the law towards third parties for any damage caused
by CONTRACTOR’s exploration operations and shall indemnify the
GOVERNMENT and/or EGPC against all damages for which it
mav be held liable on account of any such operations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVIES

Duly anthorzed representatives of the GOVERNMENT sha!l
have access to the Area covered by this Agreement and to operations
conducted thereen.  Such representatives may examune the hooks,
registers and records of BGPC, CONTRACTOR and Operating
Company and make o reascnable number of surveys. drawings and
tests for the purpose of enforcing this Agreement. They shall, tor
such purposcs, be cantled to make reasenable use of the machinery
and instruments of CONTRACTOR or Operating Company on the
condition that no danger or impediment to the operations hereunder
shall arise directly or indirectly from such use. -

The GOVERNMENT indemnifies and shall rexmburse CON-
TRACTOR or Operating Company for any loss or damage which
may in fact result from anv such use of said machinery and mstru-
ments.

Such representatives shall be given reasonable assistance by the
agents and employees of CONTRACTOR or Operating Clompany
so that none of their activitics shall endanger or hinder the safety
or efficiency of the operations. CONTRACTOR or Oper:afi.flg
Company shall offer such representatives all privileges :-;md‘ facilities
accorded to its own cmployees 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 objectives of this Article.

Any and all information obiained by the (}OVERNMENT or
its representatives hercunder shall be kept confidential W1tl-'.1 respect
to the Area and shall not be disclosed during the term of th’f’.. Agree-
ment without the prior written consent of FEGPC and CONTRAC-

TOR.
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ARTICLE XVII

EMPLOY MENT RIGHT AND TRAINING OF
ARAB REPUBILIC OF EGYPT PERSONNEL.

f8) It is the deswe of EGPC and CONTRACTOR that opevations

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

1.  The expatriate administrative, professional and technical
personnel  employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the con-
duct of the operaidons hereunder, shall be uranted the
residence as provided for in Law No. 89 of 1960 as now
amended and the work permit for aliens as provided for in
the Ministextal Order No. 9 of 1963 as now amended with-
out Prejudice to the A.R.E. laws and regulations relating to
public policy or public security.

2. A mirimum of iwenty five (25) perzent of the combined
salaries and wages of the expatriate administrative, pro-
fessional and technical personicl employed by CONT-
RACTOR or Operating Company shall be paid in Egypt
tian Currency. On final repatriation such personnel shall
have the right to remit abroad in U.S. Dollars or other
currencies the unused portion of Egyptian Currency m
excess of twentv five (25) percent of such personnel’s
salary.

) CONTRACTOR and Operating Company shall each select
its employeces, and determine the number thereof, to be used
for operat:ons hereunder.

(¢} CONTRACTOR shall after consultation with EGPC, prepare
and carry out specialized training programs ror all its A.R.E.
employees engaged in opcrations hereunder with respect to

applicable aspects of the petroleum industry.
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CONTRACTOR and Operatng Company will noderake
tr replice gradually their non-executive expatriate staffs In
quabifred nationals as they are avaiiable.

(d) During the period when CONTRACTOR is  conducting
Exploration, CONTRACTOR shall give mutually agreed
number of EGPG employees an opportunity to attend and par-
tit“‘ipﬁt(‘ m CONTRACTOR und CONTRACTOR’s affiliate
treiming  programs relating o exploration and  development
npi_lﬂ.tIOHS

(¢) CONTRACTOR shull durien the wxploraton periods and i
consultation with EGPC arrange for specialist training outsids
the A.R.E. of a reasonable number of the staff of EGPC.

ARTICT £ XVIiI
LAWS AND REGULAT NS

(@) CONTRACTOR and Operatiny CGompany shali be bound by
Law No. 66 of 1953 exclnding Article 37 thereof as amended
by Law No. 86 of 1956 and tkc regulations issued for the imple-
mentation thereof, and induding the regulations for the safe
and etficient performance of operatinns carried out for the exe-
cution of this Agreement and for the conservation of the Pet-
roleum resources of the ARE. provided that no regulation,
modification or mterpretation thereof shall be contrary to or
inconsistent with the provisions of this Agreement.

(5)  EGPC and CONTRACTOR <chall be exempted from all taxes,
except as provided in Article II1 paragraph (f} for income taxes,
with respect to the extracting, producing, exporting or trans-
porting of Petroleum hercunrer. CONTRACTOR shail also
be exempted from any tax ¢n capnal.

(¢} 'The rights and obligations of EGPC and CONTRACTOR
ander, and for the effective rerm of, this Agreenicnt shall be
roverned by and in accordance with the promsmns of this
Agreement and can only be altered or amended by the murtta!
agroement of the said contracting partics.
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(@) “ihe contractor and sub-conteac: s of CONTRACTOR ani
Operating Company shall he subjrct to the provisions of this
Aareement which affect’ them, they shall also he Iyund by !
regulations which are duly issued by the GOVERNMENT from

time to time, and which are not inconsistent with this Agree-
micnt. d 'f

.

ARTICLE XIX
RIGHT OF RLQUIST FIGN

(2) " In case of national emergency due to war or imminent eXpec-
taticn of war or internal cauces, the GOVERNMENT may
requisttion all or a part of the production from the Area ob-
tamed hereunder and requi ¢ Operating (anpany w Licrease
such production to the utmost possible maximum.  The

GOVERNMENT may also requistion the oil field itself and,

it necessary, related facilities.

(0 In all the cases, such requisition shall not be effected excernt
after inviting EGPC and CONTRACTOR or their represen-
tatives by registered letter, with acknowledgement of receipt, to
express their views with respco t to such requasition.

(¢) The requisition of production shall be effected by Ministerial
Order. Any requisition of th= oii field itself, or any related
tfacilities shall be effected by a Presidential Decree duly noti-

fied to EGPC and CONTRACTOR.

(d) TIn the event of any requisition as provided above, the GOVER~
NMUENT shali indemnify vt .11 EGPL and GON’TR:‘-’%(JI’QR
for the period during which the requisition is maintained. mn-
cluding -

1 All damanes which result from such recuisition,



YAA Lo JJLJ \O * ( ) Cxu Y¢ sAadl MJM nJuJ;J A

e ———

- E— e

RPN I S 5 oy JuD ey 4 el Dlats Y

f_modufudd:—.b Y;‘Ap'f\r)xglwu-\m )f"(.S‘Ob‘-’U-’C‘}

'a_.:‘)\)f_’-h d ‘.a.l\ \.5'“ a)k__“ nJ..h Lg.” L_A_..U ,-JLL\ ﬂ-b_; . ( ) .a.a”
‘j.’.}*‘“ B DAz o C)bg.ll uJ‘ L_):-_.U CLLsLa.“ CLLJa}" .L:-r_..u H___;LY)‘
* (.::-) a_;n_a ML_.J\ ::.}L_l\ Lf:'J La.....o “':""“"‘b"“.’*j J}LU Cd.l... L_C,-\H d»...h:» i -_.......;..Li

...-"'

ﬁ.THL.Ln\ Jn:-u_a_n. ‘9\ |5 ,,C«MLJJY‘ nML%LJLW..J

J o

ais) ea 09> AV ods Lo go 5y, alel b ol wlads 41
PR IR P1FIY S il e KB SN 3 L Sl e alS
sA_B > ge Gl pils Gloles @) Gliel s @@ g o L,JL,Jl 3
Saf) WP, WERR W Jilol O 80 %Y ;ﬁ~414..;L45’ P ula_aY\
LI B b LIS AU, Azl sy all s e gLzl
W ge o Jgeanlt Com S0 Jeiicd) JlTb (o5 slen ool D5

o L JJLJiu.lc«u‘,CpJ\

-i,wi;ﬁ fi«f..ﬁ,. ﬂ‘| :=-_.....u Lg},_;.,t_u _)\ ‘\A..U_jhid;:bgl)mh)’ (Ei)

45 gam am 3V NS o 050 Osall of gl Lol T L die 3 ()
e a3Vl oda (o pe 35 A 4Tl ] o8 oty of atjloal sl
4._43‘;“ up x*-*-‘-*-' Q\ d..a_}h._::-:.,u 1_,:::\ \)r ‘bkﬁ 553 L...l‘-'.l....r L _,:.:-;:

¢5\<.3JLJ\ _,ﬁa s e Bl L,\Jl«.J\ Lu.d\amfﬁl\



AY AE W 4 j}b \ 2 d (.LTJ,} :L 'T‘ >l .._‘-‘-w_,” .;.X:J.:._-M

T L M_
—

2. Full payment each month for all Petrolewm extracted by

the GOVERNMENT less the rovalty share of such Petroleum.

However, any damage resulting from enemy attack is not
within the meaning of this paragraph (d). Payment hereunder
shall be made to CONTRACTOR in U.S. Dollars remittable
abroad. The price paid to CONTRACTOR for Petroleum

taken shall be calculated in accordance with: Article V11 parag-
raph (c).

ARTICLE XX

ASSIGNMENT

(@) Neither EGPC ror CONTRACTOR may assign te a person,
hrm or corporation not party hereto. in whole or in part, anv
of 1ts rights, privileges, duties or obligations under this Agree-
ment without the writien consent of the GOVERNMENT.
However., either EGPC or CONTRACT OR shall be free to
assign its rights, privileges, duties and obligations under this
Agreement to an affiliated G(ﬁmp&ny; and provided. further,
that the assignee shall be as qualified as the assicnor with
respect to 1ts technival and financial competence, ‘and except-
ing assignmants to assignees wholly owned by CONTRACTOR,
GOVERNMIEUNT approval to the assighment shall be first
obtamed.

(0) In the event that EGPC or CONTRACTOR wishes to assign,
in whole or in part, any of its rights, privileges, duties or obli-
gations hereunder as aforesaid, the written consent thereto of
the GOVERNMENT if required under this Article shall not
be arbitrarily withheld. To enable consideration to be oiven

to any request for such consent, the following conditionis must

be fulfilled -
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. The obligauons of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such re-
quest is made.

2. The proposed assignee or assignees must produce reasona-
ble evidence to the GOVERNMENT of its or their fina-
cial and technical competence.

3. The mstrument of assignment must mclude provisions stat-
ing preciselv that the assignee 1s bound by all convenants
contained in this Agreement and any medifications or ad-
ditions i writing that up to sucly time may have been
made, A draft of such mwstrument or assignment shall bo
submitted to the GOVERNMENT for review and appro-
val before being formally executed.

(¢) Every executed and delivered instrument of asagnment assign-
ing any of the rights, privileges, duties or obhgations hercunder
cf EGPC or CONTRACTOR, shall be submitted to the
GOVERNMENT, within thirty (30) days after the GOVERWN
MENT approves the assignment, for registration m 1ts registers.

() Any assignment made pursuant to the provisions of this Article

<hall be free of any transfer or related taxes charges or fees.
ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

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

CONTRACUTOR. in the following instances :

1. If it knowingly has submitted any false statements to the

GGVERNMENT which were a material consideration

for the execution of this Agrecement;

no

It 1t assigns anv interest hereunder contrary to the provi
sions, of Article XX hereot:
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3. If 1t is adjudicated bankrupt by a court of competent juris-
diction;

4. Ii 1t does not comply with a:il}; final deciston reached az the
result of court proceedings conducted under Article XXIIT
paragraph {a) hereunder;

5. If it mtenticnally extracts any mineral other than Petrolewin
not authorized by this Agreement or without the authority
of the GOVERNMENT except such extractions as may be
unavoidabie as the result of operations conducted hereunder
in accordance with accepted petrolenm industry practice
and which shall be notified to the GOVERNMENT or its.

representative as soon as possible; and

6. 1f it commits any matcerial breach of this Agreement or ot
the provisions of Law No. 66 of 1953, as amended by Law
No. 86 of 1956, which do not expressly contradict with the
provisions of this Agreement. Such cancellation shall take
place without prejudice to any rights which may have ac-
crued to the GOVERNMENT against CONTRACTOR
in accordance with the provisions of this agreement; and ,
in the event ot such cancellation, GONTRACTOR shall

have the night to remove from the Area all its personal pro--

perty.

(E’} [t the GOVERN MENT deems that one of thie af()]"esa.id Calses:

(other than a force majeure cause referred to in Article XXII
hereof) exists .to cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90) days written notice per-
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sonally served on CONTRACTOR’S General sianager in the
legally official manmer and receipt of which i acknowledged
by him or by his iegal agents, to remedy and remove such cause,
but 1t tor any reason such service 15 impossible duc to unnotified
change of address, publication in the Ofticial journal of the
GOVERNMENT of such notice shall be considered as vahdly
served uponn 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 bv Order
or Presidenuial Decree as atoresaid, provided. nowever, that if
such cause, or the taillure to remedy or remove such cause, re-
sults from any act or omission of one party, cancellation ot this
Agreerment shall be effective only as against that party and no
as agaimnst the other party hereto.

CONTRACTOR shali be allowed to 1emiove its belongings
irorn the Area ot any lease cancelled hereunder aiier settling
21 claims due to the GOVERNMENT.

ARTICLE XXITI

FORCE MAJEURFE.

The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if and to the extent that such
non-performance or delay is caused by force majeure. The
period of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage
done during such delay, shall be added to the time given in this
Agreement for the performance of such obligation and for the
performance of any obligation depéendent thereon and to the
term of this Agreement, but only with respect to the block or
olocks affeoted
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“Force Majeure”, within the meaning of this Article L O. Q1

shall be any order, regulation ur direction of the GOVERN.-
MENT of the ARAR REPUBLIC OF EGYPT ! or the NETHL -

RLANDS or the UNITED KINGDOM GOVERN Y, ENT with
respect to CONTRACTOR) whether promulgated in the form
of a law or otherwise, or any act of God, insurrection, riot, war,
strike, and other labour disturbances, fires, floods or any other
cause not due to the fault or negligence of EGPC: and CON-
TRACTOR or ecither of them, whether or not similar to the

foregomg, prOwded that any such cause is beyond the reasonable
control of EGPC and CONT RACTOR, or either of them.

Without prejudice to the above and except as may be otherwise
provldt‘:d for herein, the GOVERNMENT shall incur no ) TESPOi-
sibility whatsoem r to EGPC and CONTRACTOR, or either

of them for any da:mages restrictions or loss arising in consecju-

- ence of such case of force majeure, except a force majeure ca-

(d)l

used by the order, regulations or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYIPT.

It the force majeure event oocurs during the initial cxplorauon
period or any extension thereof and continues in effect for a
period of two (2) vears, CONTRACTOR shall have the option
upon nmety (90) days prior written notice to EGPC to terminare
its obligations hereunder without further liability of any kind
and, if still in foroe, the Guaranty contained in Annex “C’’ hereto
shall be automatically cancelled and EGPC shall so notify the
Bank to release the Guaranty.
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ARTICLE XXII
DISPUTES AND ARBITRATION

(g) Any dispute ansmg between the Government and parties hereto
with respect to the interpretation, application or execution of
this Agreement, shall be referred to the jurisdiction of the ap-
propriate A.R.E. Courts.

(b) (i) Any dispute arising between Contractor and EGPC 1 con-
nection with the present Agreement shall he fmally settled
by arbitration. The arbitration shall be held at Steckholm,
Sweden and conducted I» accordance with the Rules of
Conciliation and Arbitration of the Intemational Chamber
of Commerce. In the event of no provisions heing made

in these Rules in certain cases, the Arbitrators shall establish

therr own procedures.

(ii) The arbitration shall be initialed by either party giving
notice to the other party that it elects to refer the dispute
to arbitration and that such party (hereinafter referred to
as the First Party) has appointed an Arbitrator who shall he
identified in said notice. The other party (hereinafter re-
ferred to as the Second Party), within fifteen (15} days, shail
notify First Party in writing, identifying the Arbitrator that
it has selected.

(iii) If the Second Party does not appomt its Arbitrator as afore-
said, the first party shall have the right to apply to the Court
of Arbitration of the international Chamber of Commerce
to appoint a seconid Arbitrator. The two Arbitrators 5!1:;,111}
within thirty (30) days, select a third Arbitrator, failing
which the third Arbitrator shall be appointed by the Court
of Arbitration of the Intemational Chamber of Commierce

at thé request of erther party.
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(v

(vi)

The third Arbitrator must be a citizen of a country othpr
than the A.R.E. or the Netherlands or the United King-
dom and a country which has diplomatic rclations with
both the A.R.E. and the Netherlands and the United Kinlg-
dom and shall have no cconomic interest in the oil businé,:ss
of the AR.E. or the Netherlands or the United Kingddm
or the signatories hereto.

The parties shall extend to the Board of Arbitrators all fagi-
lities (including acocess to the Petroleurn operations) for db-
taming any information requested for the proper determina-
tion of the dispute. The absence or default of any partv
tc the arbitration shall not be permitted to prevent or hin-
der the arbitration procedure in any or all of its stages.

Pending the decision or award, the operations or activities

which have given rise to the arbitration need not be dis-
continued. In the event the decision or award recognizes
that the complaint was justified, provision may be made
therein for such reparation as may appropriately be made
in favour of the complaint.

(vii) Judgement in the award rendered may be entered m any

Court having jurisdiction or application may be made tc
such Court for a judicial acceptance of the award and an
order of enforcement, as the case may be.

(vii1) The parties desire that, wherever appropriate, decisi{?ns

and awards shall specity a time for compliance Eherewitl}.

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

Agreement.



\AAs _}*L‘ ‘o 3 (1__,) 38 Y o 2ol [SURNE

bl T — W Bk,

e

—T-— S— PP o —

25w s Lglide Saslacll Gt LY o — I e ool (5)

by o Aol Wy LI e T ke WY bl
s Ol ool Al mn 6 Gl Sl Gy
UL gl B3y sy s dr s BEYI il s Ay
PN LRV ~e dl= 30 10 4n Taa S &5 ezl
Lgce ol G gl ool Uiy g o el 313 § ozl
il G W1 eooldh el 3 Lo Lo gese 4ozl ol (3

¢ el Sl

((0a~2adls amt b 550 L )
LN (3 61d)l 7o)

J,w, gl Lolsll ‘_,,u,___ua ‘__,LAJNU uuu,n, wun (1)
41 Coo Lol Vo dals e 4.L.u_._. ety uLu"\H ods 4
65 gt e i O ) ’:Iubu':fi sdn ] rﬁdl

¢ Ll &2 oF disbws! 35 2 f-st.H

il 5T W LG Gy L 1 a3 Jlall 2= (<)
W ol el Al LY wafVy et diey 4o,
EOBI QB LS 5o bl 1 Sl amls o 42l 5y s



\ o)

";t‘\:\* :L;#_‘,_, ﬁb\@ G; (s...:-’) Cil; ‘{# .3-‘..71.“ '-r"'-ﬂjl ﬂJ... :‘q—.]!

e - - - l——

bl

PRINCIiPLES OF GOODWILL. The signatorics base their
relations with respect to this Agreement on the principles of
goodwill and good faith. Taking into account their different
nationalities, this Agreement shall for the purpose of arbitration
be given effect and be interpreted and applied in conformity
with principles of law common to the AR.E. and the Neth-
erlands and in the absence of such common principle then
conformity with the principles of law normally recognized by

civilized nations in general, including thosc which have becn

applied by International Tribunals.

ARTICLE XXIV

'STATUS OF PARTIEDS

fu) The rights, duties, obligations and liabilities in respect of GG

and CONTRACTOR hereunder shall be several and not jont

or collecitve, it being understood that this Agreement shall aot

be construed as constituting an association Or cmperatmn

b)) CONTRACGCTOR shall be subject 10 the laws of The Nether-

o its legal status or creation, organization, charter

and by-laws, shareholding, ownership. CONTRACTOR's

shares of capital which are entirely held abroad shall not be ne-

lands, regardm

gotiable in the A.R.E. and shall not be offered for public sub-

scriptoin. CONTRACTOR shall be exempted from the appli-

cation of Law No. 9 of 1964 as amended.



AAs e gl 10 () @B Yo o el s e Y

( JJJM13 o b)) sl )
L e el sl Ot O el

o bl s ¢ Slll WL ST LA e e,
g b slel ¢

Utz oe1sT donp s ph sl ol bl U 2 51 e (1)
Jalall o Jl gl des ¢ Uso sl N1 o oyl o~

c du.sL_._J! ol MY ;.u:, p bkl LS aS

+ \AVY 4 YATA v—v_'} Lg_;_,.g-a-?dl _ﬂ_,ﬁJ‘ uﬁ_}*a-* Ba ._;L“,_..:
ey YTy D1l 135 L s yrall sl sk syl sl (L)
e 35 gl Aol e aBlie calsle 4S5 LY

c U 3 Al AW Dl DY Slaakls Sl
A Yl CL““—’ N gidl g olaalls o) gt o) il Jﬁ'w;@j
Lol bn et 58 130 B! oo i (507 A1 Dbl
vpoper & Obledl LSWI A Y JSll Dbl e ol
5, sL2Y! sdn e e L 8 (\..') 5kt o S Ay
S il BT D S el e B 3

o Sl

((Os a0l awstd sat )

L% _;"H umz.-.”

b olrs SN sdn ks 3 o M 98 DY sdg Wl el

oV b 3 41 elid a2 by o Al 2 &) pen (Sloma oL
S oy 2ty TN S 2 5y Ll gl oy ot o I
gl 5Ty AUV s et O gsdeiVls Wl (raddl e N80



\ “H \;ﬁ"\ﬁ "ik_a._m-: }:‘-_l.o '\D Lé (;_:J) GG Y L 2 .)-1....” — "'L—‘-».._n.-..J_:I édﬂJ,:::_,‘

sl

——

ARTICLE XXV

LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

(@) Give priority to local contractors as long as theit prices and
~ performance are comparable with international prices and per-
formance. CONTRACTOR and Operating Company shall,
however, subject to the preceding sentence, be exempted from

the provisions of Presidential Decree No. 1868 of 1974.

(b) Give preference to locally manufactured matenals, equipment,
machmery and conswmables so long as their quality and ume
~of delivery are comparable to intemnationally available mater-
ials, equipment, machinery and consumables. However, such
materials, equipment, machinery and consumables may be 1n-
ported for operations conducted hereunder if the local price of
such items at C{}ntractor-’s or Opcrating C{jmpany"s operatiig
base in A.R.E. is more than ten (10) percent higher than the
price of such imported items before customs duties, but aftelf'

transportation and imsurance costs hrave been added.

ARTICLE XXVI
ARABIC TLEXT

The Arabic version of this Agreement shall, before the Courts
of ARE. be referred to in construing or interpreting this Agree-
ment ; provided, however, that In any arbitration pursuant fo
Article XXIIT hereabove between EGPC and CONTRACTOR the
English and Arabic versions shall both be used to canstrue or inter:

pret the Agreement.
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ARTICLE XXVI1
GAS

If Gas is produced or capable of being produced from the
Area EGPC and CONTRACTOR will study all possible economic

alternatives for its use and decide on the best alternative tor LPC
and GONTRACTOR jointly. The cost and expenses in the ficld

of producing non-associated gas shall be recovered in accordance
with the Cost Recovery principles of Article VII.

Production Sharing principles of Article VII shall apply to the
- value of associated and non-associated gas if sold for export and
not used in operation, flared or reinjected. However, any (zas not
exported outside A.R.E. in a liquid or solid state, or not used in
operations (including reinjection) shall remain the property of the
- State and shall be at the free disposal of EGPC at no cost.

ARTICLE XXVIII
GENERAL

L'he headings or titles to cach of the Articles to this Agreement
are solely for the convenience of parties hercto and shall not be used

with respect to the interpretation or construction of said Artioles.

Nothing i this Agreement shall be construed as constituting
any relationship to any petroleum concession agreements between
the GOVERNMENT, EGPC and SHELL which are in effect on
the Effective Date hereof and this Agrecment shall be treated sepa-
rately and independently 1n all respects including but not limited
to the recovery of cost, Production Sharing, royalties, taxes and the
computation of the net profits of EGPC and SHELL respectively.
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ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not bhe binding upon any of the parties
hereto unless and until a law is issued by the competent authorities
of the A R.E. authorizing the Minister of Petroleum o sign sajd Agre-
ement and giving Articles 11 IV, VL VII, XII. XIII. AV,
NVILL XX, XXT, XXTIT, XXIV and XX Vof this Agreement full
torce and effect of law notwithstanding any countervailing Govern-

mental enactment, and the Agreement is s‘gned by the GOVERN-
MENT, EGPC and CONTRACTOR. |

ARAB REPUBLIC OF EGYPT

- BY

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY :

SHELL WINNING N.V.

BY
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ANNEX “A”

ARE. ECGPC & SHELL WINNING
CONCESSION AGREEMENT
IN BADR FL DIN AREA

DESCRIPTION OF THE AREA

This Area 1s bounded by a group of straight lines aned ¥ measurces
approximately 6700 km2. It is composed of 63 blocks, each romp-
lete block of which i1s six (6) minutes latitude by six (6) minutes lon-

gitude approximately one hundred (100) km?2 of surface area.

It 1s to be noted that the delineation lines of individuial explo-
ration blocks in Annex “B” are intended to be only fHustrative arxd
provisional and do not show accurately their true position in relation

to existing monuments and geographical features

Annex B” is a provisional illustrative map on the scale of
1:2,000,000 including the Area covered and affected by the Agre-

ement.

Coordinates of the corner points of the Area are given in the

tollowing table, which forms an integral part of this Amnex TA”
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Commencing at point 1 with coordinates .

Latitude 30° 00’00 North
Longitude 28° 36'00” East

Thence South to point 2 at :
Latitude 29” 48’00” North
I.ongitude 28° 36’00 East

Thence West to pomnt 3 at

Latitude 29° 48°00” North
Longitude 27° 3600”7 East

Thence South to point 4 at :

Latitude 29° 36°00”  North
Longitude  27° 36’007 East

Thence West to poim hat :
Latitude 29° 36’00 North
Longitude 27° 2400”7 East

Thence North to point 6 at
Latitude 29° 54’00” North
Longitude - 27° 24007 East

Thence West to point /7 at
Latitude 29° 54’00 North
Longitude — 26° 34’°00” East

Thence South to point 8 at
Latitude 29° 42’00 North
Longitude 26° 54’00 Hhast
Thence West to point 9 at :

Latitude 29° 42°00” North
{.ongitude 26° 36’00” Iast

Thence South to pomnt 10 at :
Latitude 29° 36’00 North
J .ongitude 26° 360007  FEast

Thence West to point 11 at :
Latitude 29° 36’007 North
I.ongitude 26° 30°00” East

]
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Thence North to point 12 at
Latitude 30° 00'00”
Longitude 20° 30°00”

Thence East to pomt 13 at
Latitude 30° 0000”

Iongitude  27° 06°00”

Thencr North to point 14 at
Latitude 30° 06’00
Longitude 27° 06'00"

Thence Fast to point 15 at
Latitude 30° 06’00
Longitude  27° 3600

Thence North to point 16 at
Latitude 30° 12007
Longitude 27° 36007

"Thence Fast to pomnt 17 at

Latitude 30° 12700
Longitude  28° 12700
Thence South to point 18 at
Latitude 30° 00°00”
Longitude  28° 1200

Thence East to starting point 1:

North
b.ast

North
East

North
Hast

North
East

North
East

North
E.ast

North
Last

mpp—

"The shove described area measures approx. 6700 sq. km.
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ANNEX (7
LETTER OF GUARANTY
Cairo, 197
LETTER OF GUARANTY No

LGYPTTAN GENERAL PETROLEUM CORPORNIITON

Genilemen,

The Undersigned

as Guarantor, hereby guarantees to the EGYPTIAN GENERAL
PETROLEUM. CORPORATION (heremafter referred to as
EGPC) to the hmit of five (3) million US Dollars the per-
formance by SHEEL WINNING N. V. (heremnatter referred to
as CCONTRACTOR) of its obligation required for exploration
operations to spend a minimum of five (5) million U.S. Dol-
lars during the initial four (4) years of the exploration period
under Article 1V of that certain Concession Agieerrent (heremafter
referred to as the “Agreement”) covering that Avca described
Annexes“A” and“B” of said Agreement by and betiwvecen the ARAB
REPURLTIC! OF FGVYPT (heveinafter referred to as ARE.), EGPC
and CONTRACTOR, dated. June 5th, 1980.

It is understood that this Guaranty and the liability of the
Cuarantor hereunder shall be .rednced auvarterlv. during the period
of expenditure of said five (5) million U.S. Dollars by the amount
of money expended by CONTRACTOR for such exploration

operations during each such quarter. Each such reduction shall
be established by the joint written statement of EGPC and CON-

TRACTOR.

In the event of a claim by EGPC of non-perfoymance or surr-
ender of the Agreement on the part of CONTRACTOR prior to
the fulfilment of said minimum expenditure obligation under Articie
[V of this Agreement there shall be no liability on the undersigned
Guaranior for payment to EGPC unless and until such liability has
been established by written statement of EGPC setting forth the
amount due under the Agreement.
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It 1w a further conchtion of this Letter of Guaraniy that

1. This Letter of Guaranty will become available aply provided
ihat the Guarantor will have been informed m writhig by CON-
TRACTOR and FGPC that the Agcrecaeng between CON-
TRACTOR, A.RE. and EGPC has become effective on the

Fitective Date of said Agreement.
2. This Letter of Guaranty shall in any event automatically expire.

(@) four (4) years and six (6) months after the date it becomes
effective, or

(b) at such time as the total of the amounts shown on quar-
terly joint statements of EGPC and CONTRACTFOR equals

or exceeds the amount of said minimum expenditure obli-
gation, or

(6) in the event CONTRACTOR should exercise its option
under Article XXIT (d) of the Agreement, upon terina-
tion of CONTRACTOR’s obligations under the Agree-

ment.
whichever is earlier.

3. Consequently, any claim in respect thereof should be made to
the Guarantor prior to either of said expiration date at the
latest accompanied by EGPC’s written statement, setting forth
the amount of under-expenditure by CONTRACTOR to the
effect that :

(@) CONTRACTOR has failed to perform its expenditure obli-
gations referred to in this Guaranty, and

(b) Thas failed to pay the expenditure deficiency to EGPC.

We declare that on issuing this Guaranty we did not exceed the
limit of total Guaranties which we are entitled to 1ssue as per Minas-
trv of Fconomy’s letter No.
dated 197

Please return to us this letter of Guaranty mn the event it does

no ve. or upon the expiry date
not become efiective, po pIry Vours faithiully

( Signature )
Accountant M anager
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ANNEX "D~ .
CHARTER QF

THE BADR PETROLEUM COMPANY
ARTICGLE 1

A joint stock company having the nationality of the ARADB
REPUBLIC OF EGYPT shall be formed with the aunthorization of
the GOVERNMENT 1n accardance with the provisicas of the
Agreement referred to below and of this Gharter. '

i

The Company shall be subject to all laws and reenlations 1 torce
in the A.R.E., to the extent that such laws and regulations are noet
inconsistent with the provisions of this Charter and the Agreement

referred to below.

ARTICLE 11

- The name of the Company is “THE BADR PETROLEUM>
COMPANY” abbreviated as “BAPETCO” and hereinatter referred

to as Operating Company.

ARTICLE 111

The Head Office of Operating Company shall be in Cairo wy
the A.R.E.

ARTICLE 1V

- The object of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the Deve-
lopment Operations required in accordance with the provisions of
the Agreement signed on the June 5th, 1980 by and between the
ARAB REPUBLIC OF EGYPT, the EGYPTIAN GENERAL
PETROLEUM CORPORATION and SHELL WINNING N.V,

covering Petroleum Operations in the Area described therem.
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Operating Gompany shall also be the agenoy to carry our and
oonduct Exploration Operations after the date of Commercial Dis-
covery pursuant to CONTRACTOR’s Work Program and Budget
approved in accordance with the Agreement.

Operating Company shall keep account of all costs, expenses aud

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

Operating Company shall not engage m any business or under-
take any activity beyond the performance ot said operations.

ARTICLE V

The authorized capital of Operating Company is twenty thou-
sand Pounds Egyptian (L.E. 20,000) divided into five thousand (5000}
shares of common stock with a value of four Pounds Egvptian
(L.E. 4) per share having equal voting rights, fully paid up and
non-accessable.

EGPC and CONTRACTOR shall each pay for, hold and own,
throughout the life of Operating Company referred to above one halt
(34) of the capital stock of Operating Company provided that only
in the event that either party should transfer or assign all its rights,
title or interest in the entirety of that Agreement may such transicrr-
ing or assigning party transfer or assign any of the capital stock ot
Operating Company and, in that event, such transferring or assignme
party (and its successors and assigns) must transfer and assign 2 stock
interest in Operating Company equal to the transferred or assigned
percentage of ownership interest in’ the entirety of the Agreément
referred to.
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ARTICLE V1

Operating Company shall not own any right, title, interest o
gstate m or under the Agreement or 1n any development leasé créatéd
thereunder or m any of the Petroleum produced from any cxplorzation
block or development lease area thereunder or in any of the assets,
equipment or other property obtained or used in connection therewiti,

and shall not be obligated as a principal for the tinancing or perfor-
mance of any of the duties or obligations of cither EGPC or CON-

TRACTOR under the Agreement. Operating Company shall not
make any profit from any source whatever.

ARTICLE VII

| Operating Company shall be no more than an .agent for EGPCG
and CONTRACTOR. Whenever it is indicated herein that Operat-
me Company shall decide, take action or make a proposal and the

hke, it is understood that such decision or judgement is the result
of the decision or judgement of CONTRACTOR, or EGPC and

CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII

Operating Company -shall have a Board of Directors consisting
of eight (8) members, four (4) of whom shall be designated by EGPC
and the other four (4) by CONTRACTOR. The Chairman shall

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

also be a Managing Director.
ARTICLE IX

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

General Meetings of the sharcholders shall be valid if a majo-

rity of the capital stock of Operating C.ompany 18 represcnted the-
reat. Any decisions taken at such mcetings must have the affirmauve

vote of shareholders owning or representing a majority o1 the capital

stock.
ARTICLE X1

The Board of Directors shall approve the regilations coverng
the terins and conditions of employment of the personict of Opera-
ting Company employed dircctly by Operating Company and not
assigned thereto by CONTRACTOR and EGPC. The Board shall,
in due course, draw up the By-Laws of Operating Company and
such By-Laws shall be effective upon being approved by a General
Meeting of the Shareholders, in accordance with the provisions of

Article X hereof.
ARTICLE XI1I

Cperating Company shall come mto existence within thirty {30)
days after the date of Commercial Discovery as provided for 11 the
Agreement. ' |

The duration of Operating Company shall be tor a period equal
to the duration of the saild Agreement.

It shall be wound up and liquidated if the Agreement referred
to above is terminated for any reason as provided for therein.

EGVPTIAN GENERAL PETROLEUM CORPORATION

BY :
SHELL WINNING N.V.

BY :
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ANNEX “E”
ACGOUNTING PROCEDURE.
ARTICLE 1

GENEFRAIL, PROVISICNS

[.  Defimitions

The defimtions contained in Artu'2 T of the Concession
Agreement shall apply to this Accounting Procedure and have
the same meaning. Certain accounti:y terms herein used ere

def:ned as follows

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

(b) “Non-Onerator” means the parties to the Agreement nther
than CONTRACTOR when it is performing work.

2. Statements of Activily

(a) CONTACTOR or Operating Govpany as the case may
be, shall pursuant to Article IV of the Agreement, render
to Non-Operator within thirty (30) davs of the end of each
Calender Quarter a Statement of Exploration Activity
reflecting all charges and credits related to the Exploration
Operations for that Quarter summarized by appropriate;
classifications indicative of the nature thereof, _

(h) Operating Company shall render to EGPG and GON-
TRACTOR within twenty five (25) days of the end of each
Calendar Month a Statement of Develrpment Activity
reflecting all charges and credits related to the Development
operations for that Month summarized by appmpriate‘clas-
sifications indicative of the nature thereof except that items
of controllable material and unusual, charges and credits

shall be detailed.
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5. Adjusiments and Audts

(@) LEach Statement of Exploration Activity shall conclusiveiv
be presumed to be true and correct after threz (3) months
following the receipt of each stateraent by EGPC unless
within the said three (3) months EGPC takes written ex-
ception thereto pursuant to Article IV (f) of the Agree-
ment. During said three (3) monihs period supporting
documents will be available for mspecoaon by £ GPC during

all working hours. CONTRACTOR will have the same
audit tights on Operating Compary statements as FGPC
ander this subparagraph.

(v Al Statements of Activity for Developmient for any Galen-
der Year shall conclusively be presurcid to be true and
correct twelve (12) months foliowing the end of any such
Year unless within the said twelve (12} monghs period EGPE
or CONTRACTOR takes wiitten excepirin thereto. Pen-
ding expiration of said twelve (12) menths EGPG or GON-
TRACTOR or both of them shall have the right to andit
Operating Company accounts records and supportmg docu-
ments for such Year in the same mautier as provided n

Article TV (f) of the Agreement.

4 Qurrency Exchange
CONTRACTOR’s books for Exploration and Operating (Gow-
hauy’s books for Development and Expioration it any shall e
kept in the AR.E. m U.S. Dollars. All U.S: Dollar expenditures
shall be charged in the amount expended.  All Egyptian Pounds
expenditures shall be translated to U.5. Dollars at the official
buying rate of exchange issued by the Central Bank of HEgypr
on the first day of the month in which expenditures are recov-
ded, and all other non 11.S. Dotlar expenditures shall be tran-



VWA Sl Vo B () @b Yo sl L sl Ay

e P e e e .

e T e —

Uasdl s o1 2 Gl e ik 00 WY1 Saell Y e
Clabes Vegre B G e od s s iy JB b Gl sy
Sdm s v DG 4 DS oAl el e o o i e b
S ST el Dl S L5 G Al Gl sy o

v G Ll O LY e I AT N Bl ObY I D19y a5 AN

i) S o G e

el p LBl s o gai o DR ST oyl (o s Al &
ﬁ’_fo-}'“aj L)LE&‘U']AJ“ &F}A QLOM(_:Q{._E;LS-‘ LfH (5.3_;3“4.‘;[;:\.“ u#_,..,.a.i L)-HJ
cle Jeny b e 43!

ol B e
AY iy e bl Alld) e Laws o Jolilly A Gl e
oAl dl Ol s po e

SV e 38 Sbleod! Jusd Jla o8 e Jlo (65 5 aeom Y
* i.:"{mw s 4 315 N5 Sl dalCS

g i bl g sde s Jolill fendy ¢ ABEYY o pai 3 el LA ED

s N Sl ally I ¢ Olheadb 4T 452 b ooe o) 5l

sl U Y Ly By G ol alls GaICHt A s,
Ayl



VP NAAY Ae sl Vo 4 (u) Cib A R orn I o el

-
|

LAy

B

7

—
——————

slated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited,
London, at 10,30 am, GM.T., on the first day of the month
m which, expenditures are recorded. A record shall be kept
of the exchange rates used in translating Egyptian Pounds or
other non-U.S. Dollar expenditures to U.S. Dollars.

Precedence of Documents

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

Reuvision of Accounting Procedure.

By mutual agreement between EGPC and CONTRACTOR
ihis Accounting Proeedure may be revised from time to time
m the light of future arrangements.

No Charge for Interest on Investment.

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

ARTICLE IT

COSTS, EXPENSES AND EXPENDTTURES
Subject to the provisions of the Agreement, C¢INTRACTOR

<hall alone bear and, directly or through Operating Company, pay
the following costs and expenses, which costs and expenses shall be
classified and treated in accordance with Article VII of the Agre-

cment
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[ Surface Right;

| All direct cost attr’bui-hic i the acquisition, renewal or
relinquishment of surface rights acquircd andd maintaned in
torce tor the Area.

)

<o Labour

@) Salaries and wages of CONTRACTOR’s oy Operating
Company’s employees, as the case may be, directly engaged
in the various activities under the Agreement mmcluding
salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed in such

activities.
‘b)Y  flost of hving and housing allowances, and other customary

alloWances applicable to salaries and wagss of exnpatriate
cmployees chargeable under sub-paragraph 2.A., and para-
graph 9; 11, A and 11 G of this Article 11. Paid bonuses.
overtime and other customary allowances applicable to
salaries and wages of national employees chargeabie unde:

the same sub-paragraph 2.A., paragraph 9 and sub-parag-
raphs 11. A, and 11. C of this Article T1.

(cj Costs of expenditures or contributions made pursuant to
law or assessments imposed by Governmental authority
which are applicable to labour cost of salaries and wages

as provided under sub-paragraphs 2.A, 2.B, and paragraphs
9. 11.A and 11.C of this Article TT.
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() Contractor and EGPC will consult reguarding personnel
policies without prejudice to the contractor appiying is
own employment policies in respect of its own cxpatriate

personnel or of such personnel when seconded to the opera-
ting Company.

5. LMPLOYEES BENEFITS

(@) Cost of established plans for employees group life insurance,

hospitalization, pension, retirement stock purchase, thriit,
and other benefits of a like nature which arc applicable to
labour cost of salaries and wages of expatriate émp]oyces,
and for national employees, all as chargeable under sub-
paragraph 2.A, and paragraphs 9, 11.A and 11.C of this
Article II. Severance pay will be charged at a fixed rate
applied to payrolls which will cqual an amount equivalent
to the maxmum liability for severance payments as

required under the AR.E. Labour Law.

\b)  Starting as from the Ist January, 1982 RGPC and CON-
TRACTOR shall endeavour to express all actual allow-
ances costs and expenses referred to in sub-paragraphs
2.B and 3.A of this Article II in respect of expatriate per-
sonnel as a percentage of such personnei’s wages and salaiies
and to replace the said sub-paragraphs hy a corresponding
provision containing such percentage.

Such percentage shall be reviewed every two (2) years as
from the date of its establishment s¢ s 1o ensure that it
will continue to reflect as nearly as possible all of the said
actual allowances, costs and expenses

4. Material

Material, equipment and supplies purchased or furnished as

such by CONTRACTOR or Operating Corsipany.
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‘) Furchases

Maternal, cquipment and supplies purchased shall be
price paid by CONTRACTOR or Operating Compat

atter deduction ot all discounts actually received.

'Ly Material Furnished by CONTRACTOR

Material required for operations shali e purchased dirgct
wherever practicable, except that CONTRACTOR ma
turnish such material from CONTRACITORSs affiliati
stocks outside the A.R.E. under the Ibllowing conditions

1. New Material (Condition “ A

- New material transferred from CONITRACUTOR
affiliates warehouse or other propertics shall he pri
ced at cost, provided that the cost cf material suppliex
is. no higher than international prices for matenal o
similar quality supplied on similar terms, prevailing
at the time such material was supplied. :

2. Used Material (Conditions “B” ond "G )

‘@) Material which is in sound and serviceable con:
dition and is suitable for re-use without recondi-
tioning shall be classed as condrizon "B” and priced
at seventy-five percent (75%) of the price of new

material.

(1) Material which cannot be clagsified as Condi-
tion “B” but which is serviceable for original func-
tion but substantially not suitable for recondition-
ing, shall be classed as Condition “C” and priced
at fifty percent (50%) of the pricc of new material.
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(¢} Material which cannot be ciassificd as Conditior:
B” or Condition “G*” shall Le priced at a vaiue
commensurate with 1its use.

() Tanks, buildings and other equiproent involving
erection costs shall be charged at applicablie per-
centage or knocked down new price.

‘¢c) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the mazerial furnished
beyond or back of the dealer’s or manufacturer’s guaranty;
and in case of defective material, credii shail not be recor-
ded until adjustment has been received by CONTRACTOR
from manufacturers or their agents.

. Transportation

 ‘I'ransportation of employees, equipment. maicrials and supplies
necessary for the conduct of activities. Employees transpot-
tation costs to the extent covered by established policy of GON-
TRACTOR or Operating Company, will include travel cxpen-
ses [or employees and their families to and from the em ployees’
point of origin at the time of employmeuw:, at time of separa-
tior. and for vacations, and travelling expenses for emplovees
and their families incurred as a result of transfer from one loca-
yon to another. Transportation costs for emplovees and therr

families from A.R.E. to another location than point of origin
shall not be charged to A.R.E. Operations.

0. JServices

(@) Outside services.
The cost of consultants, contract services and utiities pro-

cured from third parties.

(b) Cost of services performed by EGPC or by CONTRA-
CTOR or their Affiliated Companies in facilities mside oOr
sutside the A.R.E. Regular, recurring, routine services, suth
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as interpreting magnetic tapes and/or other analyses, shail
be performed and charged by EGPC. and/or CONTRAC-
TOR or their Affiliated Companies at an agreed price.
Major projects involving engineering and design servi.ces
shall be performed by EGPC and/or CON{RACTOR or
their Affiliated Companies at a negotiated contract amount.
Use of EGPC’s, CONTRACTOR?, or their Affiliated
(ompanies’ wholly owned equipment shall be charged at
a rental rate commensurate with the cost of ownership and
f)pemtion,-but not in cxcess of competitive rates currently
prevailing in the AR.E, For Exploration, CONTRAC-
TOR’s and its Affiliated Companies’ rates shall not include

administrative overhead costs,

7. liamages and Losses

All costs or expenses necessary to replace or repair damages or
losses mcurred by fire, flood, storm, theit, accident or any other
~ause not controllable by CONTRACTOR or Operating Coni-

pany through the exercise of reasonable diligence.

CONTRACTOR or Operating Company shall furnish Noii-
Operators written notice of damages or losses incnrred in excess
of ten thousand (10,000) U.S. Dollars per occiierence, as soon as
practicable after report of the same has been received by CON-
JTRACTOR or Operating Company.
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Insurance and Claims

The cost of any publicliability, property damaye and other in-

sr.rance agamnst labiiities of CONTRACTOR, Operating Con-
pany and/or the parties or any of them to their employees and/
or outsiders as may be required by the laws, miles and regalations
of the GOVERNMENT or as the parties may agree upon.  The
proceeds of any such insurance or claim oollected shall be
credited against operations.

If no insurance 1s carrted for a particular 1isk all related actual
cxpenditures incurred and paid by CONTRACGTOR or Opera-
ting Company in settlement of any and al! losses, claims, dama-
ges, judgements, and any other expenses, inciuding iegal ser-
VICES.

Indwrect Expenses

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expense of field sup-
c1visory personnel, field clerks, assistants, and other general em-

ployees indirectly serving the Area.

Legal Ex penses

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including

attorney’s fees-and expenses as hereinafier provided, together
with all judgements obtained against the parties or any of them

on account of the operations under the Agreement, and actual
expenses incurred by any party or pardes hercto in securing
evidence for the purpose of defending against any action or
claim prosecuted or urged against the operations or the subject

matter of the Agreement. In the event actions or claims affec-
ting the interests hereunder shall be handled by the legal staff

of one or more of the parties hereto, a charge commensurate
with cost of providing and furnishing such services may he

made to operations.
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1. dAdmumstrative Overhead and General Expenses.

a.  While CONTRACTOR is conducting Exploration actith-
ties, cost of stalting and maintaimne CONTRACTOR s
head office in the A.R.E., and/or other offices estahlished
m the A .R.L., other than field offices which will he char-
ged as provided in Article II, paragraph 9 above, and
excepting salaries of employees of CONTRACTOR who
are temporarily assigned to and dircctly serving on the
Area, which will he charged as wrovided in Article JI:
paragraph 2 above.

CONTRACTOR'’s administrative ovechead outside tiqe
AR.E. applicable to the AR.E. Bsploraticn operation
which will be charged each month at the rate of five per-
cent (5%) of total Exploration expenditures while CONT-
RACTOR is conducting Fxploration activitics and at the
rate of two and one half percent (2%4%!: of total Explora-
tion expenditures while Operating Compariy is conducting

“Exploration activities. No other direct charges as such
tor CONTRACTOR’s administrative overhead outside the
A.R.E. will be applied against the Exploration obligation.
Examples of the type of costs CONIRACTOR is incurr-
mg and charging hereunder due to activitics under the

Agreement and covered by said percertage are :

1. Executive — Time of executive officers.

2. Treasury — Financial and exchange problems.

3. Purchasing — Procuring materiais, equipment and
supplies.

+.  Iixploration and Production -~ Directing, advising

and controlling the entire pioject.
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0. Other departments such as legat, compuroliers and

engineering which contribute time, knowledge and ex
perience to the operation.

T'he foregoing does not preclude charging for divect service

under sub-paragraph 6.B of this Article IT.

While Operating Company is conducting activities,
Operating Company’s personnel engaged in general cleri-
cal and office work, supervisors and officers whose time
is generally spent in the main office and not in the field, and
all employces generally considered as general and admi-
nistrative and not charged to other rypes of expense will
be charged to operations. Such expenses shall be allocated
each month between Exploration and Deveiopment ope-

rations according to sound and practicable accounting
methods.

f]?.-- Ta}ce.f

All taxes, duties or levies paid in the A.R.F. by CONTRAC-
TOR or Operating Company with respect to this Agreement

other than those covered hy paragraph (f) (1) of Article TII of
the Agreemmt.

13. Continuing CONTRACTOR Costs.

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

rating Company is formed. No sales expense incurred outside the
A.R.E. may be recovered as a cost.

14, Other Expenditures

Any costs, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of

this Article II, incurred by GONTRACTOR or Operating Com-
pany under approved Work Programs and Budgets.
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ARTICLE 111
INVENTORIES
Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and CON-
TRACTOR inventories shall be taken by Operating Company
of the operations material, which shall include all such material,
physical assets and construction projects. Written notice of
intention to take inventory shall be given by Operating Company

to EGPC and CONTRACTOR at least thirty (30) days before
any inventory is to begin so that EGPC and CONTRACTOR
may be represented when any inventory is taken. Failure of
EGPC and or CONTRACTOR to be represented at an inven-
tory shall bind them to accept the inventory taken by Opera-
ting Company, who shall in that event furnish the party not
represented with a copy thereo!.

Reconcilation and Adjustimeni of Inventories

Reconciliation of inventory shall be made by CONTRAC-
TOR and EGPC, and a list of overages and shortages shall h¢
jointly determined by Operating Company and CONTRACTOR
and EGPC, and the inventory adjusted by Operating Company.

ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Gost Recovery Crude
O1l.

CONTRACTOR shall, pursuant to ARTICLE VII of the
Agreement, render to EGPC as promptly as practicable but not
later than thirty (30) days after receipt from Operating Gom-

pany of the Statements for Development and Exploration Ac-
tivity for the last month of a Calendar Quarter a statement for

that Quarter showing :

(i) Recoverable costs carried from the previous quarter, if any.
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(11) Recoverable costs mncurred during the quarter.
(i) Total recoverable costs for the quarter (1) + (1.

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

(v) Amount of costs recovered for the quarter.

(vi) Amount of recoverable costs carried into the succeeding

quarter, if any

(vit) Excess, if any, of the value of Cost Recovery Grude Oil
taken and separately disposed of by CONTRACGTOR over
oosts recovered for the quarter.

2. Settlement of Excess Cast Recovery CGrude Ol

EGPC having the'ﬁght to take its entitlement of excess Cost
Recovery Crude Oil under Article VII sub-paragraph (a) (2)

of the Agreement, in kind during the said Quarter, a settlement
shall be required with the rendition of such statements in case

Contractor has taken more than his own entitlement of such
£X0€sS, o

Audit Right

EGPC shall have a period of twelve (12) months from the end
of any Calendar Year in which a statement under this Article

IV has been received to audit and raise objection to such state-
ment. LEGPC and CONTRACTOR shall agree on any required

adjustment. Supporting documents and accounts will be avai-

lable to EGPC during said twelve (12) months period.
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ARTICLE V
CONTROL AND M AJOR ACCOUNTS

[.  Exploration Obligation Control Accownis :

CONTRACTOR will establish un Exploration Obligation Con-
trol Account and an offsetting contra account to control therein
the total amount of Exploration expenditures reported on State-
ments of Activity prepared per Avticde 1.2, A hereof, less amy
reductions agieed to by EGPC ind CONTRACTOR following
written exceptions taken by a Non-Operator pursnant to Articlc
1.3.;‘\—]’161‘{‘01‘: m order to determunce when mmmum Exploration

Obligations have been met.

2.  Uost Recovery Control Account

Contractor will establish a Cost Recovery Control Account an.

 an offsetting contra account to control therein the amount of
cost remaining to be recovered. if any the amount of cost Te-
covered, and the value of Excess Cost Recoverv Crude Oil, 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 accounts maluding the
following -

Exploration lixpenditures other than  Intangble  Dilhing
Costs -
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Development Expenditures other than Operating Expenses
and Intangible Drilling Costs :

Operating Expenses :
Intangible Drilling Costs :
Necessary sub-accounts shall be used.

Revenuc accounts shall be mamtained by CONTRACTOR to
the extent necessary for the control of recovery of costs and the treat-

ment of Gost Recovery Crude Oil.
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