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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT

~ AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND ‘
REPSOL EXPLORACION EGIPTO S.A.
IN
- NORTH ALEXANDRIA AREA
ARE.

This Agreement made and entered on this
day of : 199, by and between the ARAB REPUBLIC OF
EGYPT ( hereinafter referred to variously as “A.R.E.” or as the
““Government”), the EGYPTIAN GENERAL PETROLEUM CO-

RPORATION. a legal entity created by Law No. 167 of 1958 as
amended (bereinafter referred to as ‘“‘EGPC”) and REPSOL EXP-

LORACION EGTPTO S.A.., a company organised and existing under

the laws of Spain (hereinafter referred to variously as ““REPSOL” or
as ‘““CONTRACTOR").

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

WHEREAS, EGPC has applied for an exclusive concession for
the cxplor‘mon and explmtatlon of petroleum in and thraughout the
area reféerred to in Article 11, and described in Annex “A” and shown

approximately on Anhex «B" whith are attached hereto and made
part hereof; -and .
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WHEREAS, REPSOL agrees to undertake its obligations pro-

vided hereinafter as Contractor with respect to the exploration, deve-
lopment and production of petroleum in said Area; and

WHEREAS, the Government desires hereby to grant such Con-

cession; and

WHEREAS, the Minister of Petroleum and Mineral Resources

pursuant to the provisions of Law No. 86 of 1956, may enter into a

concession agreement with EGPC, and with REPSOL as a Contractor
in the Area.

(a)

(b)

NOW, therefore, the parties hereto.agree as follows :

ARTICLE 1

DEFINITIONS

“Exploration” shall include such geofogical, geophysical aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefor, all as may be contained in the
approved Work Programs and Budgets. The verb “tf:xplorc”

means the act of conducting exploration.

“Mbpan shalt include, but not be-limited to all the ope-
rat:ons and activities pursuant to approvcd Work Programs and
Budgcts under - this~Agrcement with Tespect to :
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(d)

(€)

(i)' the drilling, plugging, deepening, side tracking, redrilling,

completing, equipping of development wells, the changing
of the status of a well, and

(i) design engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilities, plants
and rclated operations to produce and operate said deve-
lopment wells, taking, saving treating handling, storing,
transporting and delivering petroleum, repressuring recycling
and other secondary recovery projects, and

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

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

“Liquid Crude Oil” or “Crude Oil” or ‘‘Oil” means any hyd-
rocarbon produced from the Area which is in a liquid state at
the wellhead or lease separators or which is extracted from the
gas or casinghead gas in a plant, Such liquid state shall exist at
sixty (60) degrees Fahrenheit and atmospheric pressure of 14.65
PSTIA. Such term includes distillate and condensate.

“Gas n natural non-assoaated, and a]lptm pajeroosse yjoq seld
of its constituent clcments produced from any well in the Area
(other than Liquid Crude Oil) and all non-hydrocarbon substa-
nces therein. Said term shall include residual Gas, ‘that gas re-
ma:mng after removal of LPG S :
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(g)

(i)
()

“LPG” means liquefied petroleum gas which is a mixture of
principally butane and propane liquefied by pressure and tem-
perature.

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

(h) (1)

(2)

“Commercial Oil Well” means the first well on any geolo-
gical feature which after testing for a period of not more
than thirty (30) consecutive days where practical, but in any
event in accordance with sound and accepted industry pro-
duction practices, and verified by EGPC, is found to be ca-
pable of producing at the averge yate of nc less than Three
Thousand (3,000) barrels or oil per day (BOPD). The date
of discovery of a ‘‘Commercial Oil Well” is the date on
which such well is tested and completed according to the
above.

“Commercial Gas Well” means the first well on any geoio-
gical feature which after testing for a period of not more
than thirty (30) consecutive days where practical, but in any
event in accordance with sound and accepted industry pro-
duction practices, and verified by EGPC, is found to be
capable of producing at the average rate of not less than
Twenty (20 ) million standard cubic feet of Gas per day
(MMSCFD). The date of discovery of a ‘° Commercial
Gas Well” is the date on which such well is tested and co-
mpleted according to the above.

“*AR.E.” means ARAB REPUBLIC OF EGYPT.

‘‘Effective Date” means the date on which the text of this Ag-
reement is signed by the GOVERNMENT, EGPC and CONT-
RACTOR, after the relevant Law is issued.
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(k)

(1)

(m)

(n)

(0)

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

2. ‘‘Calendar Year™ means a period of twelve (12) months acc-
ording to the Gregorian Calender being 1st January to 31st
December.

“Financial Year” means the Government’s financial year acco-
rding to the laws and regulations of the A.R.E.

“Tax year” means the period of twelve (12) months according
to the laws and regulations of the A.R.E.

“Affiliated Company” means a company :

(i) the share capiial conferring a majority of votes at stockho-
lders’ meetings of such company, of which is owned directly
or indirectly by a party hereto;

(ii) which is the owner directly or indirectly of share capital
conferring a majority of votes at stock holders meetings of
a party hereto; or

(iii) whose share capital conferring a majority of votes at sto-
ckhgplders’ meetings of such company and the share capital
conferring a majority of votes at stockholders’ mcetings of

a party hereto are owned directly or indirectly by the same
company.

"““Exploration Block” shall mean an area, the corner points of
which have to be coincident with three (3) minute by three (3)
minute latitude and longitude diyisions, according to the Intema-
tional Grid System where possxble or with the existing bounda-
ries of the Area covered by this Concession Agreement as set out

in Annex “A”
(p)

“Devalopment Block” shall mean an area, the corner points or
which have to becoincident with one (1) minute. by one (1)

minute latitude and longitude dmsxons, according to the Inte-

3IP

‘mational Grid System where possible or ‘with the ‘existing’ boun-

. daries of the Area covered by this Concession Agreement as set
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(@)

(s)

(t)

out in Annex *“A”,

“Development Lease(s)” shall mean the Development Block or
Blocks covering the geological structure capable of production,
the comer points of which have to be coincident with one (1)
minute by one (1) minute latitude and longitude divisions acco-
rding to the Intermational Grid System where possible or with
the existing boundaries of the Area covered by this Concession
Agreement as set out in Annex “‘A”.

““Agreement” shall mcan this Concession Agreement and its
Annexes.

“Gas Sales Agreement” shall mean a written agreement betw-
een EGPC and CONTRACTOR (as sellers) and EGPC (as
buyer) which contains the terms and conditions for gas sales from
a Development Lease entered into pursuant to Article VII {e).

“Standard Cubic Foot” (SCF) is the amount of gas necessary to
fill one (1) cubic foot of space at atmospheric pressure of 14,65
PSIA at a base temperature of sixty degrees Fahrenheit (60°F).

ARTICLE 1I
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the area covered and affected by

this Agreement, hereinafter referred to as “The Area”. .

Annex “B” is a- provisional illustrative map on the scale of

1:650,000 indicating the Area ‘covered and affected by this Agten
ment and described in-Annex ‘‘A”.- .
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Annex “C” is the .fdrm of a Charter of the Operating Company
to be formed as provided for in Article VI hereof.

Annex “D” is the Acr-ounting Procedure.

Annex “‘E” is a map of the Natlonal Gas Pipeline Grid System
established by the GOVERNMENT. 'The point of delivery for Gas
shall be the flange connecting the lease pipeline to the nearest point
on the National Gas Pip;ﬁnp Grid System depicted in such Amfo N

Annexés “A”, “B”,“‘C”, “D” and “E” to this Agreement are
hereby made part hereof, and they shall be considered as having
equal force and effect with the prov1s1ons of this Agrecmcnt

ARTICLE II1
" GRANT OF RICHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR
subject to the terms, covenants and conditions set out in this Agree-
ment, which in so far as they are contrary to or inconsistent with any
ptovisions of Law No. 66 of 1953, as amended, shall have the force ot
Law, an exclusive Concession in and to the Area described in Annexes
“A” and “B”.

(a) The GOVERNMENT shall own and be entitled, as hereinafter
provided te 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 dcvelopmmt period including renewal. Said royalty
shall be bome and paid by EGPC and shall not be the obliga-
tion of the CONTRACTOR. The payment of royalties by

EGPC shail not be deemed to result ln income attributable  to
the CONTRACT OR.

(b) An lmtlal azploratmn penod of thrce (3) years sha.ll start from
the Effective Date, Two (2) successive extensions to the initial
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exploration period, of three (3) years each, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30)
days prior written notice to EGPC and.subject only to its having
fulfilled its obligations hereunder for the then current pcnod
This Agreement shall be terminated if neither a Commercial
Oil stcovcry nor a Commercial Gas Discovery is established by
the end of the ninth (9th) year of the exploration pcrlod ‘How-
ever, such pcnod may be extended at CONTRACTOR’s optlon\:
for up to six (6) months to enable the completion of drilling and
testing of any weéll actually dnllmg or testing at the ninth (9th)
year cxploratmn period. The election by EGPC to undertake a
sole risk verifure under paragraph (c) immediately hereafter shall
not extend thé Exploration period nor affect the tennmatlon of
this Agfeement as to CONTRACI' OR

Commercial Discovery. o o

~

(i) A Commercial Discovery - 'whcthcr of Oll or Gas - may
consist of one producing reservoir or a group of producing
reservoirs which is worthy of being developed commercially.
After discovery of a Commcrcxal Oil or . Gas Well CON-
TRACTOR shall, if agreed upon with EGPC, undertake as
part of its Exploration program the appraisal of the dis-
covery by - drilling one or more appraisal- wells, to deter-

" mine whether ‘sach discovery-is worthy - of being developed
commercially, takmg mto oonsldcratlm the recoverable

1&crvm, produchon, plpelmc and 'temal facxhtlcs rcqulred

Qv

andeoonomicfactom e n



Y¢

VAP A 4 g W (b ) Y E Al - Jl sy i

ey By i Y sda b 53l (R O ()

3kl Gy o Ll Aoy (g)ladl SLESYI ageds pLEY

otlld G e wamdl i of W St e dm e B

o -\v Y TS dLASY\: ol ksl Jalali (-_,3 (\") |

..\o,..a_,\a)L.;u WO L SO uL..J\l\.:‘,j-uJ:\al\aﬂ«;.

o J b e ‘“.J‘?J‘ -.».)‘ S et LN s st WD
Ll Lol 5 JLiS )b oo Wi (o) B e ) s
o A QLaSh i b e Tl (VY) e ) A b e QI

op %ol LA S Ab St e Gt ol ghe Bkt

Lot SLAT 5 Gt f b o (e (ve) o tes Gyt

B @Y e Tl sl slaf 5lpe Je LG 21y 131 YT):

SLASNL o sy e e e OV Lt Gall sl

T SRS, g IS RPOR o § B BT AP E WO P R §

¢ 3Ll AWy oAzt D € G b » i Lede 3, 0idl

w\'ﬂ'\ o :b,.’u 3‘ La(& ..3_,‘ 3)‘&“ Jki de> 9 O d@ ‘A‘ d’)_, '
o 4T Lol 5t G WY st (0

St GLESYL 1Lk ‘,L.., 51 g Lot galt Jolidly
. )U\u...»wt_,_,..., -,m dﬁw b‘ bdbduJU

""3"‘{.“’" ‘)&41,.4\ bw‘ dolhy laSW W‘ ub\:J\

. Jﬁ"a" ) CL"SY‘ 'J-\M) “43“9‘ J_ﬁ) )U‘a

‘5_,\__;» uL.:SL )‘Lo.‘ r"L..a‘ ..\au l.u J,\a“-, 4...4" C...-.u_y |
&)...ﬂ)u "\—-0’ ‘kolaj‘ u\aU‘ 0‘5' cJLo_,-...:), JL‘U ﬁ ‘.';:JU
et b o,ﬁgo"s,L.a» ul.:.:ﬂ :fg"\;k” WV o



Yo

VaAw L 4 9 WV (B (B) Y 2 — A S o0 Al

(i) The provisions laid down herein postulate the unity and

indivisibility of the concepts of Commercial Discovery and De-

velopment Lease. They shall apply uniformly to Oil and Gas
undess otherwise specified.

(i) CONTRACTOR shall give notice: of a Commercial Dis-

covery to EGPC immediately after the discovery is consi-
dered by CONTRACTOR to be worthy of commercial deve-

lopment but in any event with respect to a Commercial Oil

Well not later than thirty (30) days following the comple-
tion of the second exploration appraisal well, or twelve (12)
months following the date of the discovery of the Commer-
cial Oil Well, whichever is earlier, or with respect to a Com-
mercial Gas Well not later than twentyfour (24) months
following the date of the discovery of the Cenimercial Gas
Well (unless EGPC agrees that such period may be extended)
except that CONTRACTOR shall also have the right to give
such notice of Commercial Discovery with respect to any

reservoir or reservoirs even if the well or wells thercon are not

““‘Commercial” within the definition of ‘‘Commercial Well”

if, in its'opinion, a reservoirs or a group of reservoirs, cohsi-
~ dered collectnvcly, could be worthy of commercial develop-

ments,

CONTRACT OR may also give notlcc of a Commercial Qil

Dlscovcty in the event it wishes to undertake a Gas Recycling
Project.

A notice of Gommcrclal Gas Dlscavcry shall contam all de-

tailed partlculars of the dxscovery and mpecmlly the area of
Gas Reserves, the estimated productxon potmtlal and pro-

- file and field life.

Following receipt of a noticé of a. Commercaal Oil or Gas
Discovery, EGPC and CONTRACTOR shall “miéet and rev-
iew all .appropriate data with a view to mutually agreeing
upon the existence of a Commercial Discovery.  The date
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of Commercial Discovery shall be the date EGPC and CO-
NTRACTOR jointly agree that a Commercial Discovery
exists.

(iv) If Crude Oil is discovered but is not deemed by CONTR-
ACTOR to bhe a Commercial Oil Discovery under the
above provisions of this paragraph (c), EGPC shall one (1)
month after the explratlon of the period specified above
within which CONTRACTOR can give notice of Comme-
rcial Oil Discovery, or thirteen (13) months after completion
of a well not considered to be a ‘““Commercial Oil Well”,
have the right, following sixty (60) days notice in writing to
CONTRACTOR, at its sole cost, risk and expense, to de-
velop, produce and dispose of all Crude Oil from the ge-
ological feature on which the well has been drilled.  Said.
notice shall state the specific area covering said ‘gcologic‘él ,,
feature to be developed, the wells to be drilled, the pro-'
duction facilities to be installed and EGPC’s estimated cost
thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such area
as provided for in the case of Commercial Discovery hereunder. -
In such event all terms of this Agreemmt shall contmue to .
apply to the spoclficd area, |

If C.ONTR_ACT,OR‘ elects not to develop such area, the spe-
cific area covering said geological feature shall be set aside
far sole risk operations by EGPC, such area to be mutually
agreed ypon by EGPC and CONTRACTOR on the basis
of good petroleum mdustry practice. EGPC shall be tltled
to pufoxm, or in-the' event Operating. Coinpany* hi
into existence, to have Operating Company %‘f 3, ‘
operatins for the account of EGPC and at EG e cost,
risk'and expense, When EGPG has recovered from tic €fde.

Oft produced from such specific area a Juntity of Grode Ol

"‘
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equal in value to three hundred (300) percent of the cost it
has incurred in carrying out the sole risk operations, CON.
TRACTOR shall have the option, only in the event there
has® been a separate Commercial Oil Discovery elsewhere
within the Area, to share in further development and pro-
duction of that specific area upon reimbursing EGPC one
hundred (100) percent of such costs incurred by EGPC.

Such one hundred (100) percent payment shall not be recove-
red by CONTRACTOR. Immediately following such pay-
ment the specific area shall either (i) revert to the status
of an ordinary Development Lease under this Agreement
and thereafter shall be operated in accordance with the terms
hereof; or (ii) alternatively, in the event that at such time
EGPC or its Affiliated Company in conducting development
operatwns in the area at its sole expense and EGPC clects to
continue operating, the area shall remain set aside and CO-
NTRACTOR shall only be entitled to its productlon
sharing percentage of the Crude Oil as specified in Article
VII (b) below. The sole risk Crude Oil shall be valued in
the manner provided in paragraph (c) of Article VIIL. In the
event of any termination of this Agreement under the pro-
visions of Artidle.IIT (b) above this Agreement shall, how-
ever, continue to apply to EGPC’s operation of any sofe risk

venture heresnder, although such Agreement shall have
been terminated with respect to CONTRACTOR pursuant

to the provisions of Article III (b) above.

(d) Conversion to a Developmmt Lease

(i) Following a Commercial Oil Discovery or :a Commercial
Gas Discovery the extent of the whole area capable of ‘pro-
duction to'be covered by a Development Lease shall be mu-
tually agreed upon by EGPC and CONTRACTOR and be
subject to the approval- of the Minister of Petroleum and

.Mineral Resources. Such area shall be converted automa
tically into a-Development Lease w:;hout the issue of ANy
additional legal instrument or permission. .
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(i) Following the conversion of an area to a Development Lease
based on a Commercial Gas Discovery ( or upon the disco-
very of Gas in a Development Lease granted following to
Commercial Oil Discovery ) EGPC shall make efforts to
find adequate local markets capable of absorbing the pro-
duction of Gas and shall adviss CONTRACTOR of the
potential outlets for such Gas, and the expected annual
schedule of demand. Thereafter, EGPC and CONTRAC-
TOR shall meet with a view to assessing whether the outlets
for such Gas and other relevant factors warrant the deve-
lopment and production of the Gas, and in case of agree-
ment, the Gas thus made available shall be disposed of to
EGPC under a long-term Sales Agreement in accordance
with and subject to the conditions set forth in Article VII

below.

(i) The development period of each Development Lease shall
be as follows :

(aa) In respect of a Comrercial Oil Discovery, twenty

(20) years from the date of such Commercial Discovery

. plus the Optivnal Extension Period (as defined below)

provided that, in the event that, subsequent to the co-

nversion of a Commercial Oil Discovery into a Deve-

lopment Lease, Gas is discovered in the same Develo-

pment Lease and is used or is capable of being used

locally or for export hereunder, the period of the Deve-

lopment Lease shall be extended only with respect to

such Gas, LPG extracted from such Gas, and Crude

‘ ‘Oil in the form of Condensate produced wtih such Gas

. for twenty (20} years from the date of first deliveries of
g Gas locally or for export plus the OgtiOna-l Extension
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~Period (as. defnpcd below), prowdpd that the dm'gtlop of
., such Dcvelopmmt Lease based on a Commercial Ol
» iDlswvery inay not be extended beyond thiry-five (35 )
years-from the’ date of such Commercial Qik: ‘Discovery
" ynjess otherwise. agreed upon. betwgen EGPG.and CO-
NTRCTOR and subject to the approval of thc M:mstcr
of Petrdlewn’ and * Mincrél R&ourcw. R

AL e el

. CONTRAQTOR shall mmcdxately nqgfy EGPC. off
| any Gas stcovery but shall not be required to “apply
| for 2 new DeveIOpment Lease in respect of such Gas.

(bb) ln reepect ot a Cqmmc}gmal Ggs D;soovety, ;g by

N WA

(QO) years from the date of first dehvmes of Gas

* o for export plus the Optional Extension’ Pcnoa (as

' -.defined, below). provided  that i - ‘stibsequent; to-. the
. conversioni of a. Gommercial Gas Discovery into a De-
valqpm«;nt Lease, Crude Oil i is discovered. iy the same
Development Lease, CONT RACTOR’s share of such
Crude Oil" ftom - the Development - Lease*(except £PG
m:tmated :from Gas or. Grude( Qil -inthe, form of Can-

3 cs{epsate produced.yith Gas):and Gas assoeiated with.such
C5ude 011 shall revert mtlrcly to, EG _uppR: the laysc
of twemy (20) years from the datc of sqx:h Cmdc -0il
Dlscuvely plus the Optlonal Extmsxon Pcnod ( as cfe-’

T z:: e

No}w:ihst,andu& Xthﬂg to the contrary ‘under this
“ Agréement, the duratlon of a Dcvelopmmt Lease based
~6n ‘a* Cotiimerciat' Gas Discovery' shalk if-ib.cish exceed
... thixty#five (33).years from:the date of sich Goimneraql

szovcm GQNTRAGTGR shall; immedisscly #ptify
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EGPC °§ any 011 Discovery but shall not be regqn:gd to
qpply forat new ﬁevelﬁptﬂent Lease m mpcct of duch
Crude Ol, R
The *‘Opticnal -Bxténsion Period™ 'Sh“all‘ fiean ' period of
Five (5) years which riray b elested By CONTRAGTOR upon
six: 16) months written notice to 'EGPG prior 1o thq expiry
of the racvant twenty (20) year penod.

N .-o\

(¢) Development gperations shall, upon the issuance of a Dcvelop-
ment Lease granted following a Commercial Oil Discovery, be
started; promptly, by Opezrating Company and be conducted in
accordange with good il flcld practlces and accepted pctrolwm
enginecring pnnqxpl&, unul the ﬁeld is consxdcred to be f\ﬁly
developed It is bemgtmderstoo& that if ass H'tedgas is niot
utilized, EGPC "and CONTRACTOR shall negouate “in"good
faith on the best- way to avoxd Jmpaurmg~the pmducuon in -the
interest -of the partics. : R

) -~

In the ‘evént-no Cémmerciat Productxom of ‘Oil in fcgnlar shxp—
ments. is established inanyDevelopmicnt Block within five {5)
years. from . the datg of the Commercial Qil Ducovcry. .sach
Development Block sha:ll meediately be relmqulshed Howc\{er
such five (5) year pmod may be cxtcnde& by an additional pcnod
not a(ceedmg onc (l) year mbject to the approvil' oT thé mmstcr
- of Petroletm”and ‘Minéral Resources. Each Developngent Block
in a Developmenit Ltase Being pairtly-within the radius of drain-
age of any producing well in such Development Lease shall be
mdn@pwﬁapafmﬁ in the' Commercial Production. referred

ta ab

jeb ! \‘-u»L.. % s Bt i;‘-.;'fu." 4~_ e i i"""\,':.QU

Devclbpmmt opcranpns in respect, of Gas and Ciude 011 in the
form of C‘dhﬂeﬁsate or BPG & “be: pro&uccd ‘with “br Extiatted

lrom[ such Gasehm ﬁpom&e slgnatu#c of 2-Gas'Sales Ag;et!mént
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or commencement of a scheme to dispose of the Gas, whether
for e'xport as referred to in Al‘thlC VIIL below or othermsc, be
started promptly by Opeu‘atmg Company and be conducted in
accordafite “ith good gas. field - pracuces aiid adceptcd pet-
roleum- ‘engineering. 'principles - and - the- _pmmsmﬁsr ‘of such
agreement or scheme. In the event no Commercial Production
of ‘Gas - is, esm,bhshf'd " in' accordanée with ‘Such agréement or
scheme, the :Pevglopment Lease relating : to such.Gas shall be
relinguished, unless ;gtherwise agreed upon by EGPC.

Tf uporr application by CONTRACTOR it is recognized by EGPC
that Crude oil or Gas is being drained from a Block under this
Agreement -irito 2’ Development. Block on an adjoining concession
area held by.a third party,; the Block being drained shall he
considered as partcipating in the Commercial Production of the
Development Block in -question and the Block being drained shall
be converted into a Dcvclopmmt lease with the ensuing alloca-
ton of costs and productmn (calculated from the Effective Date
or the date 'such’ dra?nao'c aceuts, whichever is later ) between
the two Concession Areas. The allocation of such costs and pro-
duction titder each Concession Agreement shall be in the same
portion that the recovera,blc reserves in the dramcd geological struc-
ture undcrlymg"‘cacﬁ Concession Area bears to the total recover-
able reserves of such structure undcrlymg both Concg:slm Areas.

Tl;ne rodmtm a 2 C(I}{CSSIO? Arm hall p{ced
accordhng“fo fhe mcesion” Agree owc;"ing that C?;cwslcﬁ

Area, 3

CONTRAC@OR shall bear and pay all the costs and expenses
required 'in carrymg out all the opcratlons undcr this Agreement

3 5‘ me”’%gm@,
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and expp?ses.  Such. cgsts and expenses shall be recoverable as
prov:ded in_Article VII. Durmg the term of this Agrcemcnt

and its rcncwal thc total productxon achlcved in the conduct of
such operations shall be divided between EGPG and CONTRA-
CTOR in-accprdance .with the provisions: of AmclerJI S

1.

3

J

Unless’ othermsc prowded CONTRACTOR shall be suﬁx
ject to Egypuan icome ®ax Taws and shiall con‘lply ‘withf the.
requirements of such: laws with respect. to 4he filing of re-

turns, the assessmmt of tax, and keeping and showmg of
books and records

CONTRACTORs aniiual income for Egyptian income tax
purposes; under this Agreement' shall:be an amount calcula-
ted as follows :

o o | . o
The total of the, sums rccewcd by CONTRACT OR from(
the sale or other dlSpOSltl(m of all Petroleum acqulrcd by
CONTRACTOR pursuant to Article VII, paragraphs (a)
and (b) ;

. Yo g ';’,“ ‘,_" , o R S t
Rcduced by " | '

. , -
l‘-J..J’ e y -

i. The costs and ex?enses of CONTRACT OR

(R, Wh (} s
W By y W

Arucle VII of EGPC’s sharc of t e F,xc&s Cost Re-
m&&y%mmrn repaid mmrc cash 6r in"Kind,"if
H, ‘w’ g % TN . Y '_--,! T
Plus: ;- -~ = - 2 v

5 An.,mm oqual to! commemkb Egyptgm {inct
3 grossed up | in fhﬁamannef shown m Anncx
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For purposes of. above. tax dedyctions. in.any Tax-Yeat; pa:
ragraph (a) of Att:cle VI shall -apply only.in respect,. of
clamﬁcation of costs and expenges and rates of a,mortxzatxon,
w1thout regard 10" the perée;tagc biﬁ'mtatum l’éferred to 1n
thc first paragfaph of Akticle \fII ‘() (f) A1l cosfs-and
expenses of CONTRACTOR: ir’ condeting the dperaticrs
under this Agreement which are not controlled by para-
graph (a) of Article VII as above quqhﬁcd shall be 9educ-

tib]e in accordance with 'tﬁe“ﬁrov:smns of ‘time Egyfna}i
mc Tax Law T ‘

EGPC shall assumc, pay and dmcharge in the 1 namc ana
on”behalf of" CONTRAC‘TOR CONTRACTOR’s Egyp-
tian income tax out!6f EGPCs share of the Petroleum pro-
duced and saved.andimet nsed in_operations under Article

VII. Al taxes paid by E(‘PC in the name and on bc}jalf

of COmA(‘TOR e'hall be conmdered mcofnc to CONT
'RA('I‘OR e e S

0 ) . !'. .-'_ N
‘_/, Lo S N

E("P(" sha“ fnrmqh tp CQNTR,A("TO% phc Jproper. off' cial
rccclpts cwdmcmg thc _payment. ¢ of CONTRACDOK’S Bgyv-
tian income tax for each Tax Ycar within ninety (90) daye
followmg' the rece?pﬁ by FGFC of CONTRACT s .t'ax
déclaratioh - for the 'prec‘l"diﬁg Tax Year, . - o

e 4; l [ & ‘A> a_ﬂ:- V. ’-.a-

Such recclpts qhall J be mued by the proper Tax Authontm

- anid $hall Mate the arﬁmmt “Shd-dther pamculm tomafy

for such meipts VTSNS :

[ T { "/. . : - . '}“:'
ol A ’-3.9 Mbk B! Ral o ‘

,As used herem ane?... pgqme Tax shall he mcquve of

~’.A;... ...\t

o?me :taxcs Y@ble in t ¢ ‘A R E ( mcludmg tax o

‘-&'-"...

Yﬁlch astbetaxon not ; tal and
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thetaXonprofiu from commerce andih:dtmry ahd Inclusive
ofttxubaaedoninoomeorpmﬁtaindudmgalldmdcnd,
withholding  with respect to. shareholQm and. other ;
imposed by the Government, of AR.E. on the d!stributim of
mcomc or profits by CON'I'RACI’OR.

6 In caimlatmg its AR.E moorm taxes, EQPC shall be mtl-
tled to deduct all myaltu:s paxd by EGPC to the Govem-
ment and CONI"RACI‘OR Egyptian income taxes paxd
by EGPC on GONFRAUIGR bchalf

‘AR’I'ICLE v

WORY I’ROGRAM AND EXPENDITURES mmmc
EXPLDRATIUN PRRTOD

(a) CONTRACI'OR shall commcncc Exploraﬁon operatlons br-

by

reunder not later than six (6) months after the Fffective Date.
Not later than the énd of the eightéenth (18thY month' after the
Fffective Date, CONTRACTOR shalk start: exploration drilling
in the Area, with a commttmcnt of d:illing one {1y well during
the initial exploraﬁm period. EGPC shall make. avaﬂablc for
CONTRACTOR’s use all scismic, wells and other exploratlon

'c!ata In EGP(;“s posscssxon with iﬁpec’t w thc Areawas EGPC e

jo

The initial cxplorauon pcnod all ‘be three (8)' ycars CON-
TRACTOR may sxtend this-exploration period” for two (-2 Y
additiong! périods of "three- (3) yedrs esch’ in’ accdrdance ‘with*
Article IIX:. (b),. cach .upon ‘at !@st di!rty (30): ‘days mdor written.
notice to BEGPC mybjeet to Jts tmeoY!tpm!n_imngepr
ratio obligafens e o iy Fullimept o the G oblpsions
hereunder,” fortﬁedmm;i'entp&loﬁ. o s
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CONTRACTOR shall, spesd a inifiimum of ‘five: millioa U.S.
~ Dollars (U:S$ 5,000,000) ori-exploration opevatiohs and. activities
related thereto, during the initial three (3) year exploration period;
provided that CONTRACTOR shall drill one (1) well For the
first three (3) year exbension period that CONTRACTOR etects
to extérid beyomd the initial exploration, period, CONTRACTOR
shall spend ra: minimum of . five million. . U‘SDollam (USS$
5,000,000),; promdegl ;hat CONTRACTQR shall dnll one (1)
well durmg such first extcnswn pmod For-the second thrée (3)
year extension period that CONTRACTOR ‘dects to extend
beyond the initial exploration period CONTRACTOR shall
spend a ‘minimum of seven milfion.U.8. Doitars (USW,(XX)M)
provided _that CONTRACTOR shall drill two (2) wells. during
such second extension period, Should CONTRACTOR spend
more than the minimum amourt 'reqmre& t0 be expended or drill
more wells than the minimiim required to be drilled dunng the
initial three (3) year: a&ploram period, : or dunng any pmod
thereafter, the excess. may be subtracted from the minimum
amount of money reqmred to be cxpcnded by CONTRACI‘OR
or minimum number of wdls reqmred to'be dnlled ‘durihg atty
succcedmg cxploratmn périod or ?penods, as the -case may be.

In case GONTRAC’I‘OR suxrendm 1ts Exploranan rights under
thlsAgreemmtassctfm'th abovebdoreoratthe end of the

third (3rd) year of the 1mt1a1'F.'.xpl ﬁonpmod,havihgapm-
ded less than the -total st of fivé millien U'S. Doltars (U.S. $
5,000;000). on~Explorationj.or in.the eyent at the end of the; three

(3) years. CONTRACTOR: hasacxpmd?dlessthan said suro m
the Area, an amount equal to the difference betwden "the’ smd

five mﬂ'hog US DouarstUS $ 5000600) ‘and “the amount
actually spent on g Encﬂloratmh“acﬁwﬁes ~shall - Be: gaid«hy
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CONTRACTOR to EGPC at the;. time of mrrendcrmg nt
. within thiee (3) months from the end ofthcthxrd(3nd)ycarqf’
the initial exploration period, u%c case may be. " Any exycndl-
. ture deficiency by GONT RACTOR -at the end-of any additmndl
pd'xodfor thcreampsabqquoted shaumlaﬂyremlt
payment by CONTRACTOR to EGPC  of sach dehclcncy
Provided this Agreetiient is aill iii-force as o’ CONTRAUTOR,
CONTRACTOR shall be entitled to recover any such payments
;o @8 expla‘aum exgendlturem ‘the manner. mded Hor undex
. ~Article,VIL in the event of Oommcrcnal Ptoductmn.

Wxthout pxejudwetgAmcleIII (b),mcascnoGommaaalOﬂ
Dlscova'ylsestablxahedonnonouccofCommcrmalGasDwoo-
~ very is given by the end- ofﬂn:mnth (9th)y;ar,or in.case
CONTRAC’I’Ok surrenders the Area under this Agrwncnt'
prior ' to such time, EGPC shall not bear any of aforwand
cxpenmspcntbyCONTRACTOR. Wi e ameE

(c) At ﬂcasf. four (4) mmths rior to thc begi“nmrg of ‘each Financial

; onratmchotherumcs umaymumally ‘be agreed to by

. EGPC and CONTRACTOR, CONTRACTOR shall prepare

| anExplmauoankngamanngdgecfogtheAmsemg'
forth the exploration operations which CONTRACT OR propo-'

ses tocanyout‘duﬁng theumingyear

Y
“ The Explo;atxgn Work Progtam and Budgct shall bc rcvxewcd by

ajomt fnttee: to be estiblished by EGPC and CONTRA-
GTOR after theEffectlvc Daxc of thnsAgreunm‘t.'This
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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
such advice as it deems appropriate with respect to the proposed
Work Program and Budget.. Following review by the Explo-
ration Advisory Committee, CONTRACTOR shall make such
revisions as CONTRACTOR deems appropriate and submit the
Exploration Work Program and Budget to EGPC for approval.
Following such approval, it is further agreed that :

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

(i) In the event of emergencies involving danger of loss of Hves
or property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all respects
as exploration -expenditure and shall be recovered pursuant
to the provisions of Article VII hereof.

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

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with
good industry practices, °



A i W b (b)Y — ) B

o

E)u W;\f d 03_‘ﬁ\' J@Jﬁ\ o ‘).,C'_ a5 Lo slioby
LA}J\ j‘ M\ u\.p\ St olue 6".:)\5\;..)\ (aa“.u J';o ot—bcoc

uL«\).\J\ O\S QL& u\:LJ\ o-\@\ 4)}_,&.” uL-\ ,.U‘ 9‘ (.a..a?l-u .

o-&bw dilaa ‘SJ»\UL.-‘):Q\L\SJ wx_,d‘,doj}an
poger S o G

c\a“ o puhe ‘)\ e CduaJ\uWa)\)b J)\nl\ Ao,

.‘t...n.‘\ selasT) LSJQU‘ \:_,6 .)‘Sduu d"\"‘“ CU‘ aj..\_.o u\:_’ ‘

v g 55 4565 (W pall 3 ouly Aoy TuyCall s

R N R R R Jatidl 3939
Slodedl B 3iz 1y by O e Lol 4308 Sl ¢
CLL-»} by lelien of Lo gCadl oy LS Ligdl i (A u,.ud\
Oy (g5 QJW\C\,U\JSJ,\A\“\;&,.,,.L:L»Y!»\A
: o o ool Yo s a-udlxddn..hl\-,)-\.m_,\

e 8 Al B Ly, (1) oK e, Lol Jslld f_.\q___( 3)

Jalill @at I Al =22 ol blin-bly 4w o8 <
Szl By #ome Do) ans e 5 S T oy S
21 oy 1 B lgeamid) Lgll O ad Cod Cov N B S 4,9
Jf r}L,...\ 'c:)\i' o J«J (\")’4:35 sal Ay Q'JU‘ J.-J‘ul&b

s by

gl (-,u Oledl 1 ekl C"'.J\’U‘J““ () N o (B

.

&zl 131 LS ) ,t.ll ,u,st. |

6\:..ququ|0¥4.)|_.\

3



a\

VAR S 48 g WY (B ((B) X E W — s S S

Except as is appropriate for the processing of data, specialized
laboratory, engineering and development studies thereon, to be
made in specialized centers outside AR.E., all geological and
geophysical studies as well as any othcr studies related to the
performance of this Agreement, shall be made in the ARE.

- CONTRACTOR shall entrust the management of Exploratlon

(f)

operations in the ARE. to its technically competent General
Manager and Deputy General Manager. The names of such Mana-
ger and Deputy General Manager, shall upon appointment, be
fortwith notified to the GOVERNMENT and to EGPC.

The Gmeral Manager and, in his a.bsence, the Deputy Gencral
Manager shall be entrusted by CONTRACTOR with sufficient
powers” to carry out mmedJatcly all lawful written directions
given to them by the GOVERNMENT or its respresentative
under the terms of this Agreement. All lawful reg'ulatlons issued
or hereafter to be issued which are applicable hereunder and
not in conflict w1th this Agrean@m shall apply to CONTRA-
CTOR.

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 EGPG at any
time dunng rcgul?,r working hours for three (3) months from
the date of receiving wch statement.

Within' the threc (3) months from the date of receiving such

Statement, EGPC '‘shall advise CONTRACTOR in" Writimg if
it considers :
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(1) that the record of costs is not correct;

(2) that the costs of goods or services supplied are not in line
with the international market prices for goods or services
of similar quality supplied on similar terms prevailing at
the time such goods or services were supplied, provided
however, that purchases made and services performed

within the ARE. shall be subject to Article XXV

f3) that the condition of the materials furnished by CONTRA.-
CTOR does not tally with their prices; or

(4) that the eosts incurred are not reasonably required for
operations.

CONTRACTOR shall confer with EGPC in connection with
the problems thus presented relating to the above and the parties
thall attempt to reach a settlement which is mutually satisfactory
Any reimbursement due to EGPC out of the Cost Recovery
Petroleum as a result of reaching Agreement or of an arbitral
award shall be promptly made in cash to EGPC, plus smple
interest at LIBOR plus 2.5 percent per annum from the date on
which the disputed amount (s) would have been paid to EGPC
according to Article VII (a) (2) and ANNEX “D” (i.e. the date
of rendition of the relevant Cost Recovery Statement) of this Agree-

ment tg the date of payment. The: LIBOR rate applicable shall
be the average of the figure or figures published by the Financial

Times representing the mid-point of the rates (bid and ask) app-
licable to ene month U.S. Dollar deposlts in the London Inter-
bank Burocurrency Market on each  fiftcenth’ day | of each month
occurring between the date on which the disputed amountfs)
would have been paid to EGPC and the date on which it is settled,
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(g)

If the LIBOR rate is avallablc on any fifteenth day but is not
published in the Financial Times in respect of such day for any
reason, the LIBOR rate' chosen shall be that offered by Citi-
bank N.A. to other leading banks in the London Interbank
Eurocurrency Market for one month U.S. dollar deposits. -

If such fifteenth day is not a day on which LIBOR rates are
quoted in the. London Interbank Eurocurrency Market, the

LIBOR rate to beused shall be that quoted on the next follo-
wing day on which such rates are qucted.

If within the time limit of the three (3) month period provided
for in this paragraph, EGPC has not advised CONTRACTOR

of its objection to any Statement, such Statement shall be consi-
dered as approved.

CONTRACTOR shall supply all funds necessary for its opera-

- tions in AR.E. under this Agreement 1in freely convertible

currency from abroad. CONTRACTOR shall have the right to

(hy

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

EGPC is authorised to advance to CONTRACTOR the Fovp-
tian currency required for the operations under this Agreement
against receiving from CONTRACTOR an equivalent amount

of US, Dollars at the official ARE. rate of exchange sch
" dollars to be deposited in an EGPC account abroad with a cor-

respondent bank of the National Bank of Egypt, Cairo. Withdra-
wals from said account shall be used for financing EGPC’s and

vxts Affiliates foreign . currency requlrcmmts sub]cct to the
'approval of the Minister of Petroleum and Mineral Resources.
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ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY

At the end of the third (3 rd) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GQVEFRN-
MENT a total of twenty (20) percent of the original Area not
then converted to a Development Lease or Leases. Such reli-
nquishment shall be in units of whble‘Exploration Blocks or parts
of Eﬁ!pla'aﬁon Blocks not converted to Development Leases so

az to enable the relinquishment requirements to be preciselv
fulfilled.

At the end of the sixth (6th) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GOVERN-
MENT an additional twenty five (25) percent of the Area not then
converted to a development Lease or Leases. Such relinquist: )
ment shall be in units of whole Exploration Blocks or parts of
Exploration blocks not converted to Development Leases so as to
enable the relinquishment requirements to be precisely fulfilled.
Without prejudice to Articles TTT and XXII and the last three
paragraphs of this Articde V (a) at the end of the ninth (9th)
year of the Explogation period, CONTRACTOR shall relinquish
the remainder of the Area not then converted to a Development
Lease or Leases.

Itismderstood that at t.he time of any MMMmt the areas
 to be converted into Development Lenses and whichi are submitted
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(b)

to the Minster of Petroleum and Mineral Resources for his ap-

proval, according to Article ITI (d) shall, subject to such approval,
be deemed converted to Development leases.

CONTRACTOR shall not be ra‘quimd to relinquish any Ex-
ploration Block or Blocks on which a Commercial Oil or Gas
Well is discovered before the period of time referred to in Arti-
cle TII (c) of this Agreement given to CONTRACTOR to deter-
mine whether such Well is a Commercial Discovery worthy cf

development, or to relinquish an Exploration Block in respect of
which anotioeomenmadalGalesooveryhasbcm given to

EGPC taking fiinto consideration EGPC’s right to agree upon the
existence of a Commercial Discovery pursuant to Article III (c),
and without prejudice to the requirements of Article III (e).

In the cvcnt at the end of any exploratlon period, a well Is ac-
tually drilling or testing, CONTRACTOR shall be allowed up
to a six (6) month period to enable it to establish a Commercial
Discovery.

VOLUNTARY

GONTRACI‘OR may, voluntanly, during any period rclmqulsh
all or any part of the Area inl Blocks provided that at the time of
such voluntary relipquishment its Exploration obligations under
Article IV (b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward the
mandatory provisions of Article V' (a) above.

Following Commercial Dlscovery, EGPC and CONTRAC'I’OR
shall mutually agree upon any area to be relinquished thereafter,

except for the reﬁnqlmhmmt prwxded for abOVe at thcend of
the total exploratioe period. |
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(a)

(b)

ARTICLE VI
OPERATIONS AFTER COMMFRCIAL DISCOVERY

On Commercial Discovery, EGPC and CONTRACTOR shall
form in the AR.E. an operating company pursiant to Article
VI (b) and Annex *“C” which shall be named by mutual agreement
between EGPC and CONTRACTOR and such name shall be
subject to the approval of the Minister of Petroleum and Mineral
Resources (hereinafter referred to as ‘‘Operating Company”).
Said company shall be a private sector company. Operating
Company shall be subject to the laws and regulations in force in
the ARE. to the extent that such laws and regulations are nat
inconsistent with the provisions of this Agreement or the charter
of Operating Company.

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

— Law No. 97 of 1976, organizing dealings in foreign currencles;
Law No. 48 of 1978, on the staff regulations of Public Com-
panies; | |

Law Na. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by, share companies and limi-
ted liability companies; and

~— Law No. 97 of 1983, promulgating the law concerning pub-

lic sector’s authorities and companies.

The Charter of Operating Company is hereto attached as Annex
G, Within thirty (30) days after the date of Commercial Oi
Discovery or within thirty (30) days after signature of a Gas Sales
Agreement or commencement of a scheme to dispose of Gas

(unless otherwise agreed upon by EGPC aed CONTRACTOR),
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(c)

()

the Charter shall take effect and Operating Company shall auto-
matically come into existence without any further procedures.
The Exploratmn Advxsory Committee shall be dissolved forthwith
upon the commg mto mlstcncc of the Operatmg Company.

Nmety (90) days after the date Opa'aung Company comes into
existence in accordance with .paragraph (b). above, it shall pre-
pare a Work Program and Budget for further Exploration anu
Development for the remainder of the year in which the Co-
mmercial Discovery is made; and not later than four (4) months
before the end of the current Financial Year (or such other date
as may be agreed upon ) and four (4) months preceding the co-
mmencement of each succeeding Financial Year thereafter ( or
such other date as may be agreed upon ) Operating Company
shall prepare an anmial Production Schedule, Work Program
and Budget for further Exploration and Development for the
succccdmg Financial Year, The Production Schedule, Work
Program and Budget shall be subrmtted to the Board of Dire-

ctors for approval

Not later than t.hc twcnucth (20th) day of each month, Opera-
ting Company ghall hnnnh to GONTRAGTOR a written esti-
mate of its total cash requirements for expenditure for the first
half and second half of the succeeding month expressed in U.S.
Dollars having regard, to. the approved Budget. Such estimate
shall take into cons:dmuouanycashdtpectedtobconhand at
month end. T

' Paymen,b for the appropmte penod of such month shal} be made

to the. correspondent bank ' désignated in paragraph (e) below
0N the first (Ist): day and fifteenth-(15th) day respéctively, or the

Mfmb\lﬂmday,afmh day is not-a. business day;
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(e) Operatmg Company is authorised to keep at its own disposal

‘abtoadm anmtopmedmthacorrspondmtbankofthc
" National Bank of Egypt, Cairo, the foreign funds advanced by

CONTRACTOR. Withdrawals from said account shall be
uséd for payment for gobds and services acquired abroad and for

- transferring to a local bank in the A.R.E. the required amount

to meet the expenditures in Egyptian Pounds for Operating Co-

N mpany in confiection with its actwmes under this Agreement.

R

-Withm sixty (60) days after the end of each Financial Year, Ope-

rating Company shall submit to the appropriate exchange control
authorities in the A.R.E. a statement, duly certified by a reco-
gmzedfirmofaudltors, showing the funds credited to that acco-
unt, the dlsbursanmts made out of that account and the balance

' outstandmg at the end of the year.

If and for as long during the period of production operations
there exists an excess capacity in facilities which canmot during

"the period of such excess be used by the Operating Company,

EGPC and CONTRACTOR will consult together to find a
mutually agreed formulta whereby EGPC may use the éxcess ca-
pacity.if it so desires without any quantifiable finamcial or unrea-

. .somable opu'auonal dmdvamhge to the CONTRACTOR.

ARTICLE VII

RECCVERY OF COSTS AND EXPENSES AND PRODUCTION

(a) Cost Rewvmy Pctmleum
' 1. Subect to the audmng provmonsunder thxskgreuncnt,

SHARING

- CONTRACTOR: shall recover: all costs and expenses in

‘, _ respect of all the atploramn, development and. related
operations under this Agreement to the extent and out of

'« forty (40) pertént quatterly of all Petroléum produced afid
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saved from all Development Leases within the Area hereu-
nder and not used in petroleum operations. Such Petroleum

. is hereinafter referred to as ‘‘Cost Recovery Petroleum.

For all Exploration, Dcvdopment and, Production here-

under, such costs and
: GostReoavcxy Petroleum in the following mamner : -

“ (i) Operating Expenses, incurred and paid after the date

(i)

shall be recovered from

of initial Commeércial Production, which for the pur-
poses of this Agreement shall mean the date on which
the first regular shipment of Crude Oil or the first
deliveries of Gas are made, shall be recoverable either
in the Tax Year in which such costs and expenses are
incurred and paid or the Tax Year in which initial Co-
mmercial Production occurs, whichever is the later
date. ,

Exploration Expenditures, including those accumulated
prior to the commencement of initial Commercial Pro-
duction, which for the purposes of this Agreement shall
mean the date on which the first regular shipment of
(}udeOilom the first deliveries of Gas are made, shall
be recoveralile at the rate of twenty (20) percent per
anhum starting cither ih the Tax Year in which such
expenditures are incurred and paid or the Tax Yea
in which initial Commercial Producnon commences,

. whichever is the later date.

(“) Devdopmcnt Expcndmm including those accumulated

prior to the commencement of initial Commercial Pro-
chmm,whidiforthepn'posaofthnwuhaﬂ
. mean the date.op whick the first regular shipment of
_GmdeOIt theﬁrtsdelwmaofGasaremade,shall

* ~ by vecoverab attherateoftwcnty(20) percent per
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(iv)

anpum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year
in which inittal Commercial Production: commences,
whichever is the later date.

To the extent that. in a Tax year, costs, expenses ar
expenditures recoverable per paragraphs (i), (i) and (iii)

- preceding exceed the value of all Cost Recovery Petro-

(v)

lcum for such Tax Year, the excess shall be carried for-
ward for recovery in the next succeeding Tax Year or
Years until fully recovered, but in no case after the term-
ination of this Agreement, as to CONTRACTOR.

For the purposes of determining the classification of

all costs, expenses and expenditures for their recovery.
the following terms shall apply :

1. ““Exploration Exnenditures” shall mean all costs
~ and expenses for Exploration.

9. “Develonment Exnenditures® shall mean all costs

and expenses for Development with the exception
of Operating Expenses.

8. “‘Operating expenses” shall mean all costs, expenses
and expenditures made after initial Commercial
Production. which costs, expenses and expenditures

-, are not normally fdcprcciablﬁe.

Howrwq- Operating Pxpenses shall inchude workover,

~ repair and maintenance of assets hut shall not include

_any of the ﬁollowing side tracking; redrilling and cha-

nging of the status of a wcll replacemmt of assets or part
o{' an assct, addQUms, 1umvcmmts, rcncwals or ma]or
g th mdﬂfelifebfﬁie amet. ’
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. (vi) Tt is understood and agreed upon that the recovery of

costs and expenses.as based upon the rates referred to
~ above shall be allocated to each quarter proportiona-
‘tely ( ‘one fourth to each quarter ). However, any rec-
overable costs and expenses not recovered in one qua-

rter, as thus alloéatcd,' shall be camried forward for
recovery in the next quarter,

Except as provided in sub-paragraph (a) (3) below of this
Article VII and Article VII () (1), CONTRACTOR shall
each quarter be entitled to and own all Cost Recovery Petr-

. oleum which shall be taken and disposed of in the manner

determined pursuant to Article VII (e). To the extent that

" the value of all Cost Recovery Petroleum ( as determined in

paragraph (c) below ) exceeds the actual recoverable costs
and expenditures, including any carry forward vnder para-
graph, (a) (1) (vi)above, to be recovered in that quarter, then
the value of such Excess Cost Recovery Petroleum shall he
divided between CONTRACTOR and EGPC in the man-
nef set forth in Article VII (b) 1. below and EGPC’s share
shall be paid either 'fi) in cash by CONTRACTOR to
EGPC in the mamer set forth in Article IV of the Accoun-

ting Procedure contained in Annex ““D”, or (ii) in kind.
- M , .

.. Ninety (90) days prior to the commencement of each ‘year
., EGPC shall be entjtled ; to elect by notice in writing to

CONTRACTOR to require repayment of up to one hund-
red (100) percent of EGPC’s share of Excess Cost Rccovery
Petroleum in kind. Such repayment will be in Crude Oil
from ~ the Area F.OB. export terminal or other agreed
. ~délivery point provided that the amount of Crude Oil taken

*:.W‘e;, i hyEGl"G in kind in 2 quarter shall not exceed the value of
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Cost: Recovery Crude Oil actually taken and separately dis-
posedofbyCONTRAGTORfromthe Area during the
previous quarter. If EGPC’s entitlement to receive repayment
of its share of Excess Cost Recovery Petroleum is limited by
the foregoing provisions, the balance of such entitlement
shall be paid in cagh. . -

Production Sharing :

The remaining sixty (60) percent of the Petroleum shall be
divided between EGPC and CONTRACTOR acrording to
the following shares. Such shares shall be taken and dis-
posed of pursuant to Arti!:le VII (e)

0

Crude O11

Crude Oil produced and saved EGPC
under this Agreement and not Share %

used in Petroleum QOperations
Barrels per day (quarterly
average). '

That portion or increment up to
50,000 BOPD

That portion or increment from
50,001 BOPD and up to
100.000 BOPD

That portion or increment
from 100.001 BOPD and up to
150,000 BOPD

That portion in excess of

~ 150,000 BOPD

-

Gas and LPG

Gas ahik[-FG Wa@uch and savcd

t and not 80

75

78

82

Contractor
Share %

25

rd
t9

18

16
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. After the end of each contractual year during the term of

any Gas Sales Agreement entered into pursuant to ‘Article
VIT {e), EGPC and CONTRACTOR ({as sellers) shall

render to EGPC (as buyer) a statement for an amouht of

Gas, 1fanv equal to ‘the amountbywhxchthequanhtyofGas
of which EGPC (as buyer) has taken delivery falls below

. . seventy five (75) percent of the Contract quantities of Gas

as established by the applicable Gas Sales Agreement { the

- ““Shortfall™), provided the Gas is available. Within sixty

(60 davs of receipt of the statement, EGPC (as buyer\ shall
pav EGPC and CONTRACTOR (as sellers) for the amount

. of the Shortfall. if any. The Shartfall shall be included in

EGPC’s and CONTRACTOR’s entitlements to Gas purs-

unant to paragranhs (a) and (B\ of this Article in the fourth
(4th) quarter of such contractual year.

Quanthties of Gas not taken but to be paid for shall ke
recorded:in a separate ‘“Take-and-pay account”. Quan-
tities of Gas (““Make up Gas”) which are delivered in
subsequent years in_excess of seventy-five (75) percent of the
Contract quantmes of Gas as established by the applicable
Gas Sales Agrocmcnt shalt Be set against and reduce
quantities of Gas in the ‘“Take-and-pay account” to the
extent thereof and; to that extent, no payment shall be due
in respect; of sucQ Gas. . Such Makc Up- Gas shall not be

mcludcd in CONTRA(TI'OR cntltlcmc’nts to Gas oursuant
" to paragraphs_{a) and (b) of this Article. CONTRACTOR

shall have no rmhts to such Make Up Gas.

" The pcrcmtagesset forth" mArtlcleVII (a) andbhlsArtlcle
VI (b) in respect of LPG produced from a nlant' eoistruc-.

_ted and gperated by or on behalf  of EGPC and CONT-
RACTO‘R shall ipply” 4o ‘alf £PG 'availale for delivery.
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Valuation of Petroleum

(i)

(id)

The Cost Recovery Crude Oil to which CONTRAC-
TOR is entitied hereunder shall be valued by EGPC
and CONTRACTOR at “Market Price” for each calen-
dar quarter.

““Market Price” shall mean the weighted average prices
realized from sales' by EGPC or CONTRACTOR
during the quarter, whichever is higher, provided that
the sales to be used in arriving at the weighted average
(s) shall be sales of comparable quantities on compara-
ble credit terms in freely convertible currency from
F.OB. point of expert sales to non-affiliated compa-
nies at arm’s length under all Crude Oil sales contracts
theh in effect, but excluding Crude Oil sales contracts

- involving barter and. .

(1) Sales, whether direct or indirect, through brokers

orothaw:se,ofEGPCorCONTRACTORto any
Affiliated Company.

(2) Sales involving a quid pro quo other than pay-
ment in a freely convertible currency or meotivated
in whole or in part by considerations other than
the usual economic incentives for commercial arm’s
length crude oil sales.

(i) Tt is understood that in the case of C.LF. sales, appro-
~ insurance charges to calculate the F.OB. point of

export price; and always taking into account the
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appropriate adjustment for quality of Crude Oil, freight
advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be deter-
mined separately for each crude oil or crude oil mix,
and for each port of loading.

(iv) If during any calendar quarter, there are no such sales

by EGPC and/onr CONTRACTOR under the crude
oil saleg contracts in effect, EGPC ang CONTRAC-
TOR shall mutually agree upon the Market Price of
the barrel of crude oil to be used for such quarter, and
shall be guided by all relevant and available evidence
including current prices in freely convertible currency
of leading crude oils produced by major oil producing
countries (in the Arabian Guif/at the Mediterranean
Area), which are regularly sold in the open market
according to actual sales contracts but excluding paper
sales and sales promises whereno crude oil is delivered,
to the extent that such sales be effected under such
terms and conditions (excluding the price) not signifi-
cantly different from those under which the crude oil
to be valued, was sold, and always taking into conside-
ration appropriate adjustments for crude oil quality,
freight advantage or disadvantage of port of loading
and other appropriate adjustments, as the casc may be,
for differences’ in gravity, sulphur, and other factors
generally recognized by sellers and purchases, as refle-
cted in crude prices, transportation ninety (90) days
insurance premiums, unusual fees borne by the seller,

'andforcredlttmmlmm of sixty (60) days, and

theoostofloansommamnteesgranted for the benefit

‘ ‘of the sellers at prevaillng interest rate.
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It is the intent of the Parties that the value of the Cost
Recovcry Crude Oil shall reflect the pi'cvaﬂmg market
pncc for cmdc oxl

If either EGPG or, CONTRACI' OR considers that the
Market Price as' detemnnd under sub-paragraph (ii)
ahove does not reflect the prevailing market price or in
the event. ‘they - fail. to agree on Market Price for zny
Cmdc Oil produced under this Agreement for any quar-

" ter withm fifteen (15) days after the end thereof, any

-party may eleck’ at any time thereafter to submit to a

single arbitrator the uiestion, what single  price per
barrel, in the arbitrator’s judgment, best represents for

“the pcftmmt quartcr the Market Price for the Crude

‘Ol in 'question. * The atbitrator shall miake his determi-
nq,non as soon. as possible following the quarter in
quqxtnon Hss detmmnatmn shall be final and binding
‘upont all the parties. The arbitrator shall be selected
in the manner described below.

In the event EGPC and CONTRACTOR fail to agree
ont the arbitrator wn.hm 30 days from the date any

: ,,partymuﬁestlwotha that it has decidled ‘o' submit

. - the determination of the Market Price to the,arbjtrator,

.such arbltrator shall be chosen by the appointing
authority ‘designated in accordance with Article XXIIT
(¢), or such other appointing authority with access to
such expertise as may beagreed to between EGPG

and GﬁNTRACI‘éR, %ﬂx regard t6-the quaiiﬁcaﬁons

aiy ol

Jor a:hhammfcrdt bblow, upon written, application
oqe or, both pf EGPG and CONTRACTOR Coples

.-.iu.,l&

“of suth appﬁ’atmn By Bnc of them sba]l be pfomptly
o scmt 80/ thevotiar!© » <2 L c 04 e
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‘The arbitrator shall be as nearly as possible a person with

. an established reputatmn in the international petroleum

. industry as an expert in pricing and marketing crude oil -
' in jntemnational commerce. The arbitrator-shall not be

a citizen of a country whxch does not have diplomatic

 refations with both the AR E. and SPAIN. He may not

be, at the time of selection, employed by, or an expert or
comsultant on a continuing ar frequent basis to, the Ame-
rican Petroleum Institute, the Organization of the Pet-
roleum Exporting Countries or the Organization of Arab

* Petroleum Expotting Countries; or a consultant on a

continuing basis to EGPC, CONTRACTOR or an affi-
hate of athcr, but past occasional consultatlon with such

* companies, with other pctroleum companies, government

agencies or organizations shall not be a ground for dis-
qualification. He may not have been, at any time during
the two (2) years before selection, an employee of any
petmlcum company or of any govemmcnt agcncy or
organization.

-Should a selected person decline or be unable to seive as

arbitrator or should the position of arbitrator fall vacant

: prior to the decision called for, another person shall be
chosen in the same manner provided in this paragraph.
- EGPC and GONTRACTOR shall share equally the ex-

1 penses, .of the arbitrator.

. ‘The;arbitrator shail make his determination in accor
danccthhthcprovmonsofthlsparagraph,basedonthe
" best evidence available to him. He will review oil sales
contracts as will as other sales data and information but
- shall ‘be free to evaluatg the éxtent to which any con-
tracts, data or "ifformation is substantiated or pu-tment
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. .. Representatives of EGPC and CONTRACTOR shall
| have the right to consult with the arbitrator and fumish
him wrritten materials provided the arbitmator.may impose
rcasonable limitations on this right. EGPC and CON-

" TRACTOR each shall cooperate with the arbitrator to
the fullest extent and each shall ensure such cooperation

of its trading companies, The arbitfator shalt be provid-
cdacccmtoaudcmlsakgwntractsaadr;hwdata

and mformatlon which EGPC and CONTRACTOR or

their tradmg companies are able to make available And
whidh" in.the judgment-of the arbitrator might aid the

_ -arbitrator in making a vahd‘ detei'mmation

e (vn) Pending’ Matket Price agréement by EGPC and CON-
.., TRAETOR or-determination by the arbitrator, as appli-
cable, the Market Price .agreed for the quarter preced-
ing the quarter in qutst.lon shall remain temporarily in
effect. In the event either EGPC or CONTRACTOR
sltmldlnourabssby\nrtueofthctc raporary continua-
tion of the Market Price of the previous quarter, it shall
\ prompiiy be reimbursed such loss by the other party plus
snm;;lcmﬂautattheLIBORplm2 5 per cent per annum
rate provided for in Article IV (f) from the date og which
" ‘the disputed amount(s) shouldhavc bccn pald to the date

. of payraent. ;. : |

~ (i) WMWMMM’dGmmbjecttoa

-~

e . Gas. Salles Agreement:b EGPC and CONTRAC-

" TOR (ds seflers) and EGP@ (as buyer) entered into pur-
R suawmmvme) shollbe vakied and-ddivered-to
. andptqchasedbyEGPCata pnccdwummedaocordmg
" o the‘fblldwmg formuta :

ST ¥ R R
; .

o A BG = 03;8.51"‘« 9069 X{Q‘ 'D‘.H ‘
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Where :

PG = the value of the Gas in U.S. Dollars per thousand
cubic feet (MCF).

F = a vahic in US. Dollars per metric ton of fuel
oil calculated by referring to ‘‘Platt’s Oilgram Price
Report” during a month under the heading ‘“European
Bulk Cangos FOB Me(htcrrancan Basis Italy” and averag-
ing (a) the sum of ‘the mid-points of the published low
and high values for high sulphur fuel oil quoted during

" - such month divided by the number of days in such month
for which such values were quoted and (b) the sum of
the mid-points of the published low and high values for
low sulphur fuel oil quoted during such month divided

by the number of days in such month for which such
vahies were quoted.

H=the number of British Thermal Units (BTUs) per thou-
sand cubic feet (MCF) of the Gas.

In the event that Platt’s Oilgram Price Report is issued

on certain days during a month but not on others, the

value .of F shall be calculated using only those issues

which are published during such month, In the event

that the value of F cannot be determined because Platt’s
0ilgmmPnccR¢portnsnotpubhshed at all during a

month. the parties shall meet and agree the value of F

" by reference to other published sources. In the event

that there are no such published sources, or. if the value

“of F cannot be detcrminod pursuant to the foregoing for

" any Other reason,” the parties shall meet and agree toa
Lole value of F by reference to the average value of low and
| high sulphur eontent fuel ol dehvercd FOB from the
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Such valuation of Gas under a formula providing for a
fifteen (15) percent discount is hased upon delivery at the
delivery point specified in Article VFI (¢) 2 (i) below,
and is to enable EGPC to fihance and maintain-the por-

~ tiems of the pipeline distribution system: $a be provided by

FGRC.

- The Cost Recovery and Profit Shares of LPG produced
- from a plant constructed and operated: by oron hehalf of

EGPC apd CONTRACTOR shal} bic separately valued
for Propanc and Butane at the outlet of such LPG plant
according to the following formula (unless otherwise agre-
ed between EGPC and CONTRACTOR) :

. ' ‘ | F |
PLPG = 0,95 PR - (]: x 0.85 x 19.60x 10° )

‘Whge :

PLPG. = LPG price (separately determined for Propane
and Butane) in U.S. Dollars per metric ton,

PR = the average over a p@!lod of a month of the fig-
.ures representing the midpoint between the high
and low prices in U.S. Dollars per metric ton quoted
in ““Platt’s LPGaswire” during such month or Pro-
pene and Butane POB. Ex-ReffStar. West Medi-

J = B'I'Us ‘removed fmm thc Gas Stream by thc LPG
plant per metric tqn of L;PG produccd T

‘ ¥ .wtﬂoaangvaﬁeaui'mdqmb-pmgmpb;()w
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In the event that Platt’s LPGaswire is issued on certain
days during a month but not on athers, the value of PR
shall be calculated using only those issizes which are publi-
shed during such month. In the. eventl that the value of
PR cammot be determined because Platt’s LPGaswire is
not published at all during a month, the parties shall
meet and agree to the value of PR by reference to other
published sources. In the event that there are no such
other published sources or if the value of PR cannot be
determined pursuant to the foregoing for any other rea-
son, the parties shall meet and agree to the value of PR
* by reference to the value of LPG (Propane and Butane)
delivered FOB from the Mediterranean Area.

Such: valuatioﬁ of LPG is based upon delivclfj at ‘t}fc de-

(iii) The prices of Gas and LP® so calculated shall apply dur-
ing the next succeeding month.

(iv) The Cost Recovery and Profit Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than o
EGPC pursuant to Anticle VII (¢) shall be valued at their
actual realized prices. |

(d) Forecasts

Operating Company shall prepare {not less than mnct}: {90) days
prior to the beginning of cachl calendar semester following regular

" production) and farnish i writing to CONTRACTOR and EGPC
~ a forecast sefting out atdtalquantity[ofl’eh'ole\unthat Operating
Compeny. estimates can be produped, sgved and transported here-

\ihciaduﬁngmdxcalmdatmaferinamdance’vdthgoodoil

Doy
1 4 ot
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Operatmg Company shall endeavour to produce; each galendar
sémester the forecast quantity. “The Crude Oil shall be run to

, storage tanks ot offshore loading facilities constiucted, maintained

(¢)

‘and operated according to Government Regulations, by Operating

- Company in which said Crude Oil shilt be metered or otherwise

measured for royalty, and the other purposes mgguired by this
Agreement. Gas shall be handled by Operating Company in ac-
 cordance with the provisions of Article VII (e) below.

Diposition of Petroleum

1. EGPC and CONTRACTOR shall have the nght and the obHi-
gation to scparately take and dispose of, currently all of the
CmdeOﬂtowhchmhanedmderAmcleVlI (a)
and (b). Subject to payment of sums due t9 EGPC under
Article VII (a) (2) and’Article IX, CONTRACTOR shall
have the right to retain abroad all funds. acquired by it
abroad including the proceeds from the sale of its share of
Petroleum exported. |

Notwithstanding anything to the contrary undcr t,hls Agrce-
mmtmmnyshanbegwmtomecnhcmq\mdtbe
AR.E. Market from CONTRACTORs share of the Crude
OilproducedfmmtheAmand“EGPOshallhavethepre-

- ferential right to purchase such Crude Ofl at a price to be
determined pursuant to Article VI (c). The amount of
G:'udeOﬂsowrchasedshallbeapoman)?{“CON'mA
- .CTOR’s share of the Crude ©il produced under this Agre-
ement. Such amount shall be proportional to' CONTRA-
CTORgshamofﬂletmalpMmofaud&oﬂhomthe
concmonawasm the ARE. that are also- subject ' to
EGPC’s prefermnal right to pupehase. The payment for
mchpurchascdammmtshallbemadew EGPOmUS
Dollars-or' in' any other fréély oouvaﬁble currency rcxmm-
ble by CONTRAGTOR . abroad. A
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1t is agreed upon that EGPC shall notify CONTRACTOR,

at least forty-five (45) days prior to the bchmng of the Ca-
lendar Semester, of the amount to be purchased during such
Semester under this Article VII (e) (1).

With respect to Gas and LPG produced from the Area :

(I) Priority shall be given to meet the requirements of the
- local market as determined by EGPC.

(i) In the event that EGPCis to be the byer of Gas, the
disposition of Gas to the local markets as indicated
above shall be by virtue of long term Gas Sales Agre-
“ements to be entered into between EGPC and CO-

- NTRACTOR ( as sellers. ) and EGPC (as buyer).

- EGPCandGONTRAGI‘OR(asseHas)shallhave

_ the obligation to deliver Gas “to -the follsting point
.Awhmthasshallbcmeta'cdforsalcs,myalty,and
“other purposes requu'ed by this Agrecmmt

(2)

1

(b}

mthecventnoLPGPlahtlsccnstmctedtopro-
cess such Gas, the dcliv’:rypointshallbeatﬂxc
flange connecting the lease pipeline to the nearest
point on the National Gas Pipeline Grid System
dep:ctedmAm:ex “E” hauo.

mtheqq:tauLPGNantucmstm:tedmpm-

cess such Gas, such Gaslhlnbcmat the
MctwamhLPGPlam. m notwithstanding
thefactthatthemewhgsball take place at the
LPG Plant inlet, OQNTRACTOR shalt throughi
the 0pcratmg Gmnpmy build a pipeline svitable

for transport of the procused Gas fmm the LPG
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c 4 e Plant-cutiet 40 -the nearest- peint -on/ the: Naﬁ??a’l’
. GastpelmeGndSystemdcpxctedmAmex E
‘hertto. ~Such pipeline shall tbeowned-in accordance

... With Article VIII (a) by EGPC, and its cost shall

" be financed and TecaveredSby CONTRACTOR as
Development Expmdltures pursuant to Art.lcle NI

" o - . plant, the plant.shall,” as.is appropeiate, be.in the vic-
7 inityof theﬁzt ?fag::hvery as determined § In Artmlc IL
S Ty Ddiva-yofﬁ(}"furqo%lty ard ethet " purposes “redjue
o u'edbytlnsAzmanslunbeatthewﬂad.thchW
, . Plant. The costs ¢f any such LPG plant shall be reco-
"t 7 verable in accbrdent with the provisions of this Agree-
ment unless the Minister of Petroleum and Mineral

‘Besources agrees to accelerated recovery.

(iv).. EGRQ.(as-bmyer ) shall - have ‘the option to slect, ‘by
mncty (90)- days prior written: notice. 40 BGPG and GO
N'I‘RACTOR (as sellers ), whether payment for the ‘Gas

sub;ect to a Sales Agmcmsnt between EGPC
and Odmxm‘ok ( 2 Sellers ) and EGPC (as buyer)

., fmm 2 plant constructed lavd opt;

*which ”CONTRACI‘OR is entitled under the provis-

lons of Cost Rccovery and Production Sham as stip-
tﬂated AmclcVdefﬂnsAgreunmt,shallbemadc

Ha el oy i easheor 2)-indind “Pighertein oo Mhalt be
iyt iy _.%SIJY EGRC(!» kwe&katmmﬂ

the relevant Agrgmq t mkU S. Dollars re-
R .lnnttibi;ev'b'}f MNKC?I"O’K ‘abbe Coud”
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.} . ~ Payments in kind.shall be. calculated by converting the
.. value of Gas and LPG to which CONTRACTOR js
‘ | enntledmtoeqmvalentbarrdsof(}mde&ltobeta-

. “ken . concurrently by CONTRACTOR: from “the Arca,
e« GK to thre extent that such. Crude Oil is: ansifficient, Crudg

, | Oil from CONTRACI‘OR’s other Concession Areas

ormchotha‘areasasmaybc sed. Such Crude
. Oib.sHall be added to the-Orude’ OAl that CONTRA-
CTOR is otherwise entitled to lift under this Agree-
ment. . Such egmvalcnt bagtek #\all be calculated on
~ the basxs of the pmvxstons of Article VII (c) of this Agree-

AR qmtrdahngtothevahmhonofdestliebowry Crude

. Oil

va;dthhat

, . 339 Pammt Of the valuc ofGasand LPG shall

always be madc in msh in US.Dollars remittable
by CONTRAC-T OR abroad to the extent that
there is insufficient Crude ™ Oil availablc Jor con-
vmxon as provided for above ; ‘ ’

L. 5\ P

| bﬁb\ Payitent ‘Gf " the valie of Gas and LPG shall
always be made in kind as provided for above to
i s the extent that Payments jn cash'ure not made by
" L(EPC Payments, to C,ONTRAC"QOR (wheths
“iﬂeaahormldndfwhenrdamdwmm
m’rmmm “Petrdleiind, thalt-Bel iné-
CONTRACTOR’s Statemeat o Réeovery
N't ! e I WA A ;
: 4apaofpuukmayr(w v referved
<t 46‘1:1" > AR TV 512 Anifiex D% ofmszgrccmmt
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(vi)

Shogld, EGPC.(.as buyer ). fall(to cter inta a lorigstermt
‘Gas Sales Agreement with EGPC and CONTRACTOR
Eas seliers )-within five (5) yéas-(anféss otherwise agreed):
from a, potwc of. Conqnmal €as Disegvery pursuait to.
Article 111, EGPC-and CONTRACTOR shall have the
right- to~tahe and firecly - dispose- of- the quantltyr of*Gas
and LPG in respect of which the notice of Commercial.
Discovcry 1s ngen by exportmg such Gas and LPG.

“The pmceed.‘c, of salc of CONTKACTOR’S sharc ofh

Gas |and: LG disposed of. pursnant to- the abidve sub-
paragraph (v) may be frccly rctmttcdor wtamcd abroad |
by CONTRACTOR:

(viij In ‘the everit EGPC and GON'I'RACTOR agree to

docept. mewd Girs.and: LRG: prodiicers-tor joie. ixt- 21 ot
going export project, such producers shall have to co-
ntribute a fair and “equitable share of the investment

made.

. e . €t
(viii) aa) Upon the expiration of the five (5) year period

rcfcrrcd to in Article VII.(¢) (v) above, CON-
mcml(“'shaﬂ have the obhgatlon to exert its

reasonable efforts to find an export market for
Gas reserves,

" Bh) Ine theisventat e endrofithe-five (5) yoar poriod -
referred to under Article VITI (¢) (v) above, CO-
NTRACTOR and EGPC have not entered into
a .Gas Sales Agreement, CONTRACTOR shall

. retain jts ngi;xtsto such Gas reserves for,  further

' pertedy bE- m«'rr rsubféet 't~ ARtiEle

, odE shall
i ﬁ(wu‘)i ) ﬁu&’
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e e ,,:MO(.:) In the event that CONTRACTOR is not expo-
' rting the Gas and CONTRACTOR has not ente-
 red into a Gas Sala Agrecmcnt pursuant to Article

VT (9 (2) priof to the expiry of twelve (19} years

Lt friom CONTRACTOR’s notice 'of - Commercial

% ' - Gas.Discovery, CONTRACTOR shall surrender

| | thc Gas rwervcg in rcspcct of Wthh such notlcc
= N'I'RAC’I'OR shall at any time prior-to the expiry

o .. . _ofsuch twclve (12) year, perqu, surrender the Gas

reserves, if CON'I‘RACTOR is not exporting
" the Gas and CONTRACTOR does mot accept
an offer from EGPC of a Gas Sales Agrecement

‘ wat‘bm six (6) months from the date such offer is

ma&c pmwded that the Gas sales Agreement offe-

rcd to CONTRACTOR shall take into conside-
ration the relevant technical and econdmic factors

' v . » . toenable a comtercial contract including :

— A sufficent delivery rate,

—_— Del'véty’ﬁr&ﬁi‘e to enter the Natiohal Gas.
Pipeline Gnd Systcm at the point of delivery.

B ot EES !gm.....{x
— Delivered Gas quality specifications not more
i .~ . stingent ithan those. generally . applied. in

L8 . : vl N 2 .
Pomod o, ...;q‘ ! b TR . Lo S, .
2

(ix), CMAWOR shall npt ‘he . obllged o sm!cndcr a

Dcvclopmcnt Lcasc based on a Commercial Gas Disco-

C ha.qtbpm dlscoverai in _commercial
quaqtmeu the sameé Lease.



1AW e 4 g W ) W Pt Lo M g WY

S TCCIAERSAEETE U
¢ lealt (9)

+ ’ ; M ,K'? o _T‘Y ; E o ‘a"‘) . “(|

«‘Jﬂwu\m@NuJU‘Q«ﬁJ,H\M\ 151

gy Y ikt ) - c~u\b¥¥ww» gl ot oo P & Sy
W uiaw,a‘,)\*u; fwwﬁ%ad.ndfu‘u_ﬁ
‘;,\l\ «d}\.....\ ,‘ J,V.J\“fh,a..ll ..aLl..,; (-Lnl\ ,,fn N 66 ¢ BY el
(Wl 985 bamanene: 5k 3120 P oy )!W()’iﬂf(ﬂﬁh—’gﬁa‘lua\
chr-\»,«...d\'doob JanuJ\.LBgLLJhw'w\J,J\«JwY
| c'—.\Qa u)‘*&‘-«“a Jolddl Gilg I L

N gt T ()
e 0l )l W sy 5 J s S8 Sl Tt g
g \.‘;.‘5 ";&h\?"}:.\.aﬂ*%ao UW"M L “d,yh', CJ"‘J?‘

TR IS

Y A (M\Jldu‘»),;.s

T Co AP
J,—uml—ﬂa

R Tt BT BT S TR S ALY

gl e i ALl SBER e (\)
u..“ uuu" ua‘fﬂ' QAJK.“ A‘DJL'...‘ U“" J}ﬁ\ Qﬂ K Sy
" “Ll u&) W’““'t.\u.alb w\hf QSJJV 3“0)&1'/(9 _,u

‘nl” ’M? !x‘ im' 1108 M LoohT {: ‘; ' Ty ifrq{ﬂ

PR ‘W’ -p:a,}!‘fhli z(‘) 1 ) ,s.,nw
A e Sl A mh?»i g numup



Voor  vaaw e ai g \V u‘-( @‘?)W‘i’w‘ - “.:'."“‘*)u‘*ff"‘

() Operations T
If following the reversion to EGPC of any rights to. Crude-Oil
hereunder, CONTRACTOR rctamSa rights- to. ‘Gas in the same
Dcvdopmaent Lmsc, or if, following su'renadmr of nghts ta Gas
hereunder. OONTRACYI’OR retains nghtx to Crude Oil in the
same Development Lease;’ Opcratlons to explorefor or a:ploxt the
Petroleum; the rights to whiéK Rave revertedtor-Heen sirrendered
(Oil or Gas as the-case rray* be) may-orly be ‘carried out by-Ope-
rating; Company which shall act on behalf of EGPC alone, unless
CONTRACTOR and EGPC agree otherwise.

(g Tanker Scheduhng

At a reasonable. time prior to the commenccmcnt of Commercxal
Production EGPC and CONTRACTOR shall meet and agrec
upen a-procedure for seheduldmg tanker liftings from:the agreed

uponpomtofcxport Lt

(2} EGPC shall beeotme-the-owner bPail GONTRACYOR acquired
andoumedaasctswbich amscts were qharg;d toCost Recovcry
by CONTRAGTOR in oamecnon with the opa'atlons camcd

out bymN’I'RACI‘OR or Operating Company m accordance"
with ﬁxe follawmg | - ‘

¥ EGPC as soon as it is

;
AU
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(2) Title to fixed and mowvable asséts shall be transferred auto-
matlcally and gradually f_ggm CONTRACTOR to EGPC
as they become subject to recovery in accordance with the

' provisions of Article VII; however the full title to fixed and
movable assets shall be’ trafisferred automatically from
CONTRACTOR to EGPC when its total cost has been
recovered by CONTRACTOR in accordancc with the pro-
visions of Article VII or at the t1me of termination of thls
Agrcunmt with rcspect to all awets charged to the opera-
ttons, whether recovered or not, whxchcvcr‘ first occurs.

The Book Value of the Assets crwtcd dunng cach calmdar
quarter shall be commumcated by CONTRACTOR to EGPC |

or by Operating Company to EGPC and CONTRACTOR wlthm
thirty (30) days of the end of each quarter. )

(b) During the term of this Agreement and the rmcwal penod
EGPC, CONTRACTQR and Operating Company are entitled:

to the full use and quqymeht of all fixed :ang movable assets
referred to above in connection W1th operatlons hereunder or

under any other Petroleum Concession entéred Tato by the
Parties. Proper accounting.adjustment shall be ‘made. CON-
TRACTOQR and 'EGPC shall not dispose of the same .except with. -

agreement of the othar o coa

() CONTRACTOK ‘and Oper%aﬁ‘g’ Company n'.;}i‘ frecly fmport
into AR.E,use therein and freely export at the end of such use,
machinery and equipment which - ‘they either *-rent -or lease irr. -

| acoordance wnh good industry pracuces, mdmd:hg*butnot”‘hm

S TP
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. (a)

(b)

- ARTIGLE IX
. 'BONUSES
A(i) CONTRACT OR shall pay to EGPC as a Slgnaturc Bonus

. the sum of: two. hundred. and fifty thousand U.S. -Dollars
(U S.. $ 250,000) on the Effecuvc Date.

(i) - In the, event. that OONTRACTOR clgcts 10 cx;cnd the

# " initial a{ploranon pa‘lod for, the first additional three year

period in accordance with Axrticle II1 (b), ,~CONTRACTOR
shall 3 pay. 10-EGPC an additional Bonus 'of -two huidred and
fifty ‘thousand - U'S Doltars {US $. 250,000). -Payment - will
be . made within fifteen (15) days -of GONTRACTOR
giving written notice to EGPC of CONTRACTOR’s

elecnon

CONTRACT OR shall pay to EGPC thc snm of four mll,hOn
U.S. Dollars (U:S.$4, 000, OOO) asa PmductlmBalus whcn the totdl
average daily production-from ‘the Area first Yeaches the-rate of
fifty thousard (50,000) barrels per day for a period of thirty (30)
consecutive producing days. Such payment will be made within
fiftoen (15) days thereafter. o

CONT RACTOR shall also pay to EGPC the additional sum of
¢ight miillion: U.S. Dollais (US $8 UUOOOO) as a production
Bonus when the total ayerage daily praduction from: the Asea
fgrst mchcs the rate of one hundred thousand (100 000) barrels

" ‘per 'day for a period of thirty (30) consecutive producing days.

(d)

Payment will be made wrﬂlm*fiftédx (15) days thereafter.

! \\ l.("‘f‘ 3{}\_;

CONTRACTOR shall a\‘lso pay to EGPC the addmonal sum
ofatwdg;: mmapu.@ Dolldry (Us;s rzxvoo,aeo) a8 a"mbauedm

».r
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rcachw the rate of one hmd.rcd and fifty thousand. (150 000)
| barrels per day for a penod of thirty (30) consecutive producing
- days. Paymmt will be made withm ﬁfteen (15) daya thereaftcr

(¢) ,iAll the above mmuoned Bonuses shall in no cvmt be rccovm‘cd :
© by CON'I'RACTOR T 5 -

(B In the evmt q;gt EGPC clects to devclop any part of t.he Area.
" pursuant to thc sole risk pmvxsxons of Article I1I (c) heremabovc, _
productxon from such sole risk Area shall be’ considered for the
purposes of this Article IX only if CON'I‘RAC’I‘OR exercises its
- optlon to sharc in such production, and only from the initial date |

‘o oo of shanng | | ‘
» ~‘(8)~  Gasshall bc takcn into accouht for purposes of dcteumnmg thc
~ total average daily production from the Area unda' Article IX
(b) - (d) by converting daily Gas delivered into equivalent barrels
of daily Crude Oil progdugtion ‘in agrordance with the followmg
. formula;
MCF x H'x 0.136 = oquivalent barrels of Grude Oil
thrcii,': - 2 - ~ L v ' RS
MCF = one thousand cubic feet of Gas
H= - the numbcr of M:lhon Brmsh Thcrmal Units (BTUs) |

..+ . ARTICLEX
R “OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall mamtam an offlcc “in ARE”at which
nénces shall&e vahdly sewed. :
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The General Mangger and Dcp\ny General Mmgu' shall be
entrusted by OONTRACTOR w1th sufficient Bowm' to carry _out
nmmahately all focal ’ written * directions ngen o t.hem by the
GOVERNMENT or 1t3«representaﬁves under the  termis of thls
Agreement - AR lawful regulations issied - ot héreaftér “to “be idsied
which are: applicable- hereunder- asid- not in conflict with this Agree-
ment s apply to the dutics and gctwmcs of the General Matnger

ty‘Gcna'alManager

All matters and. notices shall be doamed_to. be validiy scrvcd
wlncharcdehvcre:wthcqfﬁceofthecmaalMamgaorwhmh
arc sent to“mm byreglstu’cdmmlto CO‘N'I‘RACI‘OR’s off‘um
ARE | e

Allmattexsandnonoesdxall bcdecmedto bcvahdly served
which are delivered to the office of the Chairman of EGPG or which
are sent to‘h;m..by.f{egmaed»maxl.;at VEGPG’;. main office in. Calro,

» g S "
Lo o - e ‘ e )
e ‘\4‘« N Q N - -~

e T ARW m N N
SAVING QF .PETROLEUM AND PREVENTION OF LOSS

(a) Opcrating Company: dmlltdke’hﬂ"prépu- fieasures, according to
gencrgl};acoqtg}(mctlmdsmuscmthemlandgasmdmtryto
prevent ossorwastcofpetsglmm‘ : e or under the ground in
any form during driling, pm&”an‘"gmgammng and distributing
or storage operationd? “*THEGOWERNMENT has the right to
Prevent. any ioperation on.anyiwell thiat'it might' rcas&nﬁbiy expece
w@d.rmﬂtmhmwdmmwmcMw&e ed*osgisﬁdd

() Voo sl 4 sl ' m@&é&ew,"m

ive of g g when thg wel wilkbetted and dve:grodction
ascestained.
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(e)

(a)

Exoeptmmstanoeswhcrcmultlpleprodlmgformatxmxinthe
samcwcllcanonlybepmducedeoonomxcaﬂythmughmngletub-

mpmmmummmmmmm
ing zones_through onc stringof tubing at the same time, except

mththepnmapprovaloftheGOVERNMENTormrcpmsen-
tative. .

OpeﬂltmgGompanyshallremrddataregudmgtheq\mnmxm
of Petroleum and ‘water produced monithly from each Develop-
ment Lease. SuchdatashallbesmttotthOVERNMENT

'orltsreprwmtatxveonthespeadfoumspmvxdedforthatpur-

pos¢ withiln thirty (30) days &fter it isebtained. Daily or weckly
statistics Wmemﬁmﬂwmahanbeam-
hbkatpﬂreamabhhmafmmnmahonbyau&hormdrcprc-
smtatxvaofthecovmzNI\MVﬁ

Daﬁydﬁni;gmdsandthcgraplnclogsofwdkmustahowtﬁe

quantity and” typeoloéinmtandﬁheammﬁofmyothama-
tcnakmedmthevdHaﬂwpm'poeeofpmtectmgPetmlcum,
gas bearing or fresh waten strata., .. .. L,

Anysubdmtnl&aﬂgcofmechdnimlcmmtm&thcweﬂaﬁcr

ahallbcmbjectmthcapprovaloithemm
tativeoftthOVERNmT 4 . |

C e ARTICLE XiI

e CUSTOMSFXEIWI‘IONS
EGPC,OONTRAG’I‘OR,andOpmhngCompanyshallbcpcr-
Wtompbﬁ:mdshalbe%dmpwdmmwmand

dutics and other W@umummmw
totheimportaﬁon Mmayegnmt’appﬁmcu,ﬁmate-
rals, 8k, ineatis oftiatpiet Ehd teknspor
mww.ﬂwmwwﬂywwmx
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(b)

(c)

clectric appliances, air conditioners for offices and oil fields, elec-

tronic appliances, computer, hardware and software, as well as
spare parts required for any of these items, all sub]act to.a c}uly
approvéa cerfificaté by an EGPE responsible’ representative
nominated by EGPC for such purpose, that the imported items
are required for carrying on-the aetivities related to this Agree-
ment. ..Such eertificate-shall be final, amd bimding .and shall auto-

matlcally result in the m:porta.tlon and the. cxunptmn without.
any furthcr approval or procedurc from EGPC |

Machmery,r cqmpmént, appliences and means of transport and
transpoertatien :mpoﬁed by contractors and sub-contraitors tem-
porarily engaged ig.an activt%' related to the /operations which are
the subject of this Agreement shall be.cleared under the “Tcm-~
porary Release: System” (without payi‘nmt of any taxes or customs
duties), upok presentation of a duly approved certificate by an

EGPC reypoputble. representative nominated 'by EGPC Hor such
purpose, that thc Jmportcd items are reguired for .carrying on
the actmtm rda,ted tq this Agrecmmt Items (cxcludmg motor
vehlclcs) set out in’ paragraph (a) of thls Article nnportcd by con-
tractors’amt sub-contrickors for the aforesaidactivities, in order to
b¢ .listdled .or'iised ‘permanently or consumed - shfl ‘be-aibject

to therexemption. -set forttnin. paragraph (a) of this Aditle after
being duly cestified by.an EGRC rqponaible representative .to he

| usedforcauymgonthcacnvlmsrdataedtothnsAgreanent

The employees of CONTRACTOR, OPmt'nxOompanyand their
contraéfoty and sub-eentractor shall net be éntitled 1o as afty ex-
emphomﬁmmmmd othet .ansitiary taxes and char-
ges exdept m&hxheinﬁb%d ﬂ!e-pmvmﬁ the I’aws»and
vesulatinnuphablehthux&n R N £

sa 5. 1 *e. 1, 3
Yy M1, éuf O n I
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(d)

(e)

(f)

Items imported into the A.R.E.-whether exempt or not exempt
from customs duties, and other anciflary taxes and charges here-
under, may be exported by ‘the mporting party at any time after
ohtaining EGPC’s approval, without any export taxes or charges
or any taxes or cha,rgts fmm which such items have been already
exempt, bcmg apphcable. Such items may be sold within the
ARE. after obtaining the approval of EGPC and the Customs
Department. ‘In this casé the purchaser shall pay all applicable
customs duties and othcr ancﬂlary taxes and charges according to
the condition and value of sach ltcms and the tariff applicable
on the dabe of sale, unless such items have already been sold to
an Affiliated Company of EGPC, having the same. exemption or
unless title to such items (excluding passenger cars) have reverted
to EGPC or the Customs Department. In the event of any such
gale undef this paragraph (d), the proceeds from such salw shall
be divided-in the following manher : |

CONTRACTOR shall be_entitled to reimbursement of its unre-
wvacdomt,ifany,mmchltamandtheacm,xfany,shallbc
paldtoEGPC |

The a;cmptwn pmwded for in pamgraph (a) of this Article shall
notapplytoanyimpo:tediteuuwhen,mthcopxmonofEGPC
1tems of the same or substantially the same kind and quality arc
manufactored Tocally and are available for tnmely purchasc and
delivery in the A.R.R. 4t a pfice'nob higher than then (10) percent
more than the: cost of the imported item before customs duties
but after transportation and insurance cost have been added.
(ﬁN’I‘RACIﬁ&EGPCandthwremechvebuymshanbcm-
titled to.export - .thé Petyoleum referred to in) this Agreement;
mhmwgmgmamm#amfmmydum
other ;,mrgnpectofthcapatofl’etro-
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ARTICLE XHI |
BOOKS OF ACGOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Operating Company shall each ma-
intain at their business wffjoas i the. AR.E. books of account, in
accordance with thc Ammtmg Prqhedure in Annex ‘“D” and
accepted accounting pm'acﬁiocs gesterally used in the petroleum
industry, and mich vther bookis and records as may be necessary
to show the work. performped under this agreement, including the
amount and value of all Petmlcum produced and saved hereunder.
GON'I‘RACTOR and Opuatmg Oompany shall kccp their books
of aoommb and accmntmg recards in Unﬁted Staim Dollars.

Opcratmg Company; shall furmgh tothe GOVERNMENTfor its
rcprwmtatwc mcnthly retfums sbowmg the amount of Petroleum
produced -and saved hereunder. Such returns shall be prcparcd‘
in the form required by €ie GOVERNMENT, or its representa-
tive and shell'be sighed by the General Manager or by the Deputy
GmcralManagcrmad\ﬂydesgnateddeputy,andddiveredtothe

or its represmtatwc thhm t.hu-ty (30) days after
the enddihémoﬂt&oovaeﬂhtherebum. '

(b) Thcaforqaxglbdoh ofamonntandotherbooksandmdsrc-
ferred to above shall be avaxlable at all reasonable times for ins-

pectxonby&uly aWWMofthe'GOVERN

(c) Oommmall submlt to EGPC a Profit and Loss State-

mcnt,cf its fax year not later than four (4) 'monghs, after the com-
mencement of thefollowhgTax'Yga,rtosbowits nct.profxt or
lo-m‘memdm of “"aonsunder this Agreement for such’
Year: - - o “
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(a)

(h)

J"ONTRACTOR shéll at the same time submit a year-end Ba-

hnocShcctforthcsameTax Year to EGPC. The Balance
Sheet and ﬁnandal statement shall be certified by an Egyptian
certified accountmg ﬁrm '

CARTICLE XV ||
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and or Operating Oonmany shall prepare and,
at all times while thns Agreement is in. force, maintain accurate
and current records of its Opcrations in the Area hereunder. CON-
TRACTOR and/or Operating C'.ompany shaft furnish the GO-
VERNMENT or its réimsmfahve, in confortmt;y with apph-
cable regulations or as the GOVERNMENT or its representative,
may reasonably require information and data concerning fts opera-
tions under this Agreement. Operatang Company wifl perform the

functions indicated in this Article XTV in accordance with !t.s e
spectlverolbasspecxﬁedmArticIcVI -

y

CONTRACTOR and /or Operatmg Gompa.ny shall save and
keep for a rcasonablc penod of time a reprwcntanvc portion of
each satnple of corés and cuttings taken from drilling wells to bé

disposed of, or forwarded to the GOVERNMENT. or its repre-

', sentative in the manner directed bv: the GOVERNMENT. ATl
. samples acquired by CONTRAC:R)R and'/or Operating Com-
Dany for thar 6wn purposm shallbe consxdered available for

(c)

,,,,,
J

i ‘l.. l\"s ’.o.—( '&‘0’ -

Unless otherwise agrecd tq by E@PC in case of exporting any
rock samples outside ARE samples eqmvalmt in size and qua-
Tity shall; before such exportation,. beddivemdtoEGPGasxeprb-
Mﬁwofﬂwoovmmmg' L
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(d)- . Originals of records can only be exparted \qththegpm}mmn,pf
- EGPC: provided, however, that magnetic tapes and any other data
“which must be processed or analyzed outside the A.R.E. may be
exported if a monitorot-a cothparitie record, if available, is ma-
intained in A.R.E. WMmch exports shall be repa-
triated to AR.E. immediately on the understanding that they be-

I

T I L S Py Gl e s 5;;&'. ST
(e). . the pm&,’i_éON’I'RAGI‘ORu
C A ot ‘o ; : ! Pk iy B ey

~t

‘s rights under th; pr;o#;ngmtw

.- ¢TOR ihall provide EGPC With copits of any anFall  {in
. Juding, b4t not Tidtited to, geologicalan pliysical vepo
- and well susveys ) mwﬂmu{’ulmot such. data,

. aI'l o < e . .‘. * .
R d th,;a‘,:nfh,o \,,:J(“’l m L Ay ‘gj‘p\mﬁ - o s

. . .
R # .

v For the purpose of obtaining new offers, the GOVERNMENT

/or EGPG may: show any other party pptcs basic. geo-
. Physical and geological data ( sych data to be not, Jess than ongu(1)

 vear old unless CONTRACTOR agrees to a shorter period, which
agreement shall ¢ He fartastititiys dwdthheld ) with respect €0
the M{l VY il oy G A ?‘t's. RS J‘" Ewiny, itp&f.“é":

. /RESPONSIBILETY FOR DAMAGES
toward third paities f¢ _any dan ge caused by G \
ation oféttionk o (M COVERMNMENT asidfor
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EGPC agamst all damages for which they may be held hable on
account of any such operatims.

ARTIGLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatlves of the GOVERNmNT shall
have access to- theAreacoveredbythuA”greemmandtothc opera-
tions conducted thereon. Such represcntatws may examine the books,

registers and records of BGPC, CONTRACTOR ‘and Operating Comr

lpanyandmakcareasonablenumbu‘ofmwcys, drawmgsandtut.sfor
the purposé of enforcing ‘this Agreément. They shall, for this purpose,
be entitled to make reasonable use of the machinery and instruments
of CONTRACTOR or Operating Company on the condition that no
danger or lmpedlmmt to the operations hereunder shall arise directty
orindirectly from such use. Such representatives shall be given reason- -
able assistance by the, agents and employees of CONTRACTOR or Op-
erating Compapy so that none of the activities shall endanger or hinder
“the. safety or éfficiency of the operations. CONTRACTOR or Opc-
| ratmg Company shall offer such representatives all privileges and faci-
lities aetotded to its own employees in ‘the field and shall provide them,
 free of charge, the use of reasonable office space and of adequatély furm
shed housing while they are in the field for the purpose of. facilitating
" the ob]ect.wes of the Article. Wlt.hout. prc]pdxcc to Ar&lclc X1V (c)
any and all mfognatmn obtained by the GOVERNMENT or its repre-
sentatives under this-Article XVI shall be kept confidential with re-
spect to the Area

ARTICLE XVIl
Ewmymr RIGHTS AND TRAINING OF
_ARAB REPUBLIC OF EGYPT RERSONNEL

(a) It is tbe dedm of EGPC and CONTRACI‘OR that opcranons
o hercuhder he éonducted mahmﬁkemddﬁawtmanna
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(b)

(©

@)

:I:T‘ S RS .

(1) Thc mcpatnatc admxmstratwc,

ductofmeopmnoushamma, d\allbegrahmdamhi-'
demree ab- provided ‘for. in- Law No: 83 of 1960 as-amended
and . Ministerigl Order No.« 280 of 1981 as amended, and.
CONTRACTOR agrees that all ijamigration, passport, visa
and employment regulations of the AR.E. shall be appli-
cable to all alien; mployens:pf LCONTRACTOR working in
the ARE.

oy
[ ‘ 4 {.;;,A ,,,‘N

-(2) A minimum of twenty ﬁve (25) percent of the combined sa-

lapesandwagmofcachofthcapamateadmmnmnvc,
professional and technical personncl employed by CONTRAC-
T‘ORorOp&atmgOananYﬂmnbcp&dlmnthlrinEgyp-
CONTRACTOR and Opuatmg Company'dxali cach select its
employees-and -determine the number thereof, to' be used- for<
operatiods hereunder.

CONTRACTOR, shanafmomwl;anonmdxm prepare
andcanyout ‘ AtrammgpmgramsforallltsA.R.E
cmphymmgagc‘dmoperahonshac\mderwnhrapeottoap-
plicable aspects of ‘the pctroleum industfy, -CONTRACTOR and
Operating Company- undertike to replace gradwitly their nod-
mmmmmw q\ﬁﬁed m as they are
available, -

ans,,thc mvd when, CONTMGI‘O% i cong Explo-
radbn, CONTRAC’I‘O Shall ngc mutua,lly agreed numbcrs of
EGPC Bmplojies 4 oppiotiunity 4nd ‘Paiticigate in
CONTRACTOR: tnd 'EONTR " a.fﬁhaie " erilining:
progm&lﬁ*ﬁng to cxpkx'atlon and dcvelopment operations. In

-’
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(a)

(b)

(©)

the event. thatthetotaloost'ofs\mhprogmmaulemthaaﬁfty
thousand, {Jnited. States: dollars (US § 50,000) in any Financial
Year dunng such pcnod CONTRAGTOR .shall . pay EGPC the
amount. of thc shortfall wnthm tlurty (30) days followmg the end
of such Financial Year. ‘However, EGPC shall have the right
that sald’ améuit (US s 50 00) altécated for training, be paid
dn'eetly to EGPC for such pmpooe.
(o < Y

'ARTICLE, xvm |
. LAWS AND B.EGULATIO,NS

CONT‘RA(-)TQR and .Operating Company shall be subject to
Law No. 66 of 1953 ( excluding Article 37 thereof) as amended
by Law. No. 86 of 1956 and the régulations issucd for the imple-
mentation thereof, mcludmg the regula,uons for the safc and
efficient pcrformancc of operations carried out for the cchutxon
of this Agreanmt aind for the conservation of the petroleiim resour-
ces of the AR E. provided that no regulations, modification or inte-
rpretation thcmofshallbeconmrytoormconmtmtmth the

pmnonsofthstgm e

EGPC, CONTRACTOR and Operatmg Company shall be
exempted from all taxes and. dyties, mchxdmg_but not limited to
taxes on the cxplm'atlon, development, extracting, -producing, ex-
portangmtranspoﬁmg of Petroleum hereunderior on the-.,doc-
uments related to such agnvmes -ag provided in Article TIT
paragraphi (g) for income taxes. ( GI‘Okdnallalsobe

e by 4

“exanpwilfmnanytaxmcapihl. . .

The rights “2iid cbligations of EGPC nd CONTRACTOR umder,
mdfmtb;dim:wmﬁdxuw shall be, governed
byan ,maccordanccmththcpmams this’ Agreement and’

1% alftebed or amended by the written mutual agreement
of tbemd contracting parties.
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(d) (U,cu:mt}'am -and. sub-contractérs. of CONTRAGCTOR.-and

(e)

()

s T oA
e 7

Company shall be subject to the provisions of this
Agreauent whnch affect ‘them. TInsofar as all regulations which
are dily issied-by thé‘GOVERNMENT apply from time to time
and are not in accord with the provisions of this Agreement, Such
regulations ‘shall fibt apply to the CONTRACTOR, * Operating

Company. and their respective conttractors and sub-contractors,.as
the case may bc |

an ‘ : : .
\' N . ..

EG?C, GONTRACTOR, Opcratmg ‘Company and their res-
pective contractors and sub-cmtractors shall for the purposes of

this Agfeémmt ‘be cxempt’ed from all pmféssimal stathp duties,

-imposts and levies lmposed by syndical laws wnth respect to their

documents and activities hereunder.

All the cXcmptlons fmm the apphamon of the ARE. laws or
regulations granted 40 EGRC,, CONTRACTOR, the Operating
Compahy, their contractors and sub-contractor under this Agre-
ement “shall’ include such laws-and’ fcgulations‘ as pm&mﬂy in
«. effect or hereafter amcndcd or substituted.

[T AN
K S O T T S
- -~ - -

T ARTICLE xrx

Y

RIGHT OF REQUISITION

(a) In case of national cmci'g'{ﬁ'éy &5 war or imminent expectation

of war or internal causes, the GOVERNMENT may requisition
all or part of the production from the Area obtained hereunder
ahd Jrequire’ Gm&g'canpanyqo increase such pu%duction “td
the utmosy possible maximam. . The GQVERNMENT. ma also

reqmmhontheoilorguﬂeldmdfand, if necmry, related
facihtna, i g '{'N L B g ,.:, -
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(b)

(<)

(d)

!n any such, case, such. reqmmtmn shall not be effected. Jexcept
after inviting EGPC and CONTRACTOR or their representa-
tive By reglstcred letter, with acknowledgement of receipt, to
express thur vxews mth respect to such req\nsntlm.

rgqmnuon of produchon shall be cffcctcd by anstcnal
Order. Any requisition of an cil or gas field, or any related faci-
lities shall be effected by 9 Presidential Decree duly notified to
EGPC and CON'I'RACTOR |

o e . R T

e

Tn the.event of any. requmtlon as provided above, the GOVER-
NMENT shall indemnify in full EGPC and CONTRACTOR

for the period’ ﬂurmg which thé rcqumtlon is maintained, inclu-
dlflg . : S

(1) All damages which result from such requisition; and

(2) Full rcpayment each _month for all Petroleum extracted bv
the GOVERNMENT less thc myalty share of such productlon

Howcver any damagc rcmltmg from enemy attack is not wnhm

the mcﬂnmg ‘of this paragraph (d). -Payment hereunder ‘shall be
made to. CONTRAUTOR -in:U.8: Dollars remittable abroad.

- The price paid to CONTRACTOR for Petroleum taken shall

be calculated in ach,g@pmm ,Amglc ,VIT paragraph (c).
R YR
e 0 e i AGSIGNMENT -

Neither $GPC nor CONTRACTOR may assign to a person,

firm or uon, n ‘whole g‘(‘m part, .any of its Qghts,;pmg:
t without the

leges, d & or oblig‘anms “under  this reen
writteri ‘convent: of. the GOVERNMEBNT < -
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(b) Toenablecmnderaﬁonm begi\mtp -any request for such
consrm,thcfollowmgconﬁmn;mmtbehﬂﬁlkd

(1) The obligations of the .assignor deriving from this Agree-
ment mmust have been duly fulfillad .28 of . the-date such
request is made,

(2) The instrument of aslgnmcnt mmt mclude pmvmons
stathgpreaserythattheasugneexsbmmd’byall covenants
contained in this Agreement and any modifications or addi-
tions in Wnt!ng that up to sick time may have Beeri-made.
A draft of such instrument of -asdgnment shall-be submiteed
to EGPC for review and approval before being formally

(c) Any asignment made pursuant to the provisions of this Article
: shallbcfreeofanytramferorrelatedma, chargesorfea

(d) As long as the assignor shall hold any mtcrest unda this Agrc-
ement the assignor together with “the : assignee ‘sHall ‘be Jointly
and severally Hable for all dutfed and obngaﬁamf CONTRA-

'An'mc:m m
BREACH OF AGREEMENT AND POWER TO CANGEL

(a) TheGOVERNMENTs!mllhavethenghttocancci this Agré:
ematbyOrderorPteddmﬁaIDan%e,wiﬂ:‘rcspactthON
mcron,mmefwmﬁaghm o

ingly has dngnttﬁd any “false statements o' the
i whicH’ivér%(é’fa haleill conmiderdtion
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(2) If it assxgns any interest hereunder contrary to the proyi-
sions of Artlcic XX hcreof |

(3) If lt is adJudlmted bankmpt by a court of compctent ]uns-
diction; :

4) If it dow not oomply w1th any final dec:!slon rmchcd as
the result  of omn‘tpmwdings ‘coridéeted under- Article
XXTII paragraph (a) hereunder; .

(5) If it.intentionally extricts.any mineral other than Petroleum

not authorized by this Agreement or without the authonty
of the GOVERNMENT except such extractions as may be

unavoidable ‘as the result of operstiontt coriducted hereunder
in acoordance with accepted petroleum industry practice
and which shall be notified to the GOVERNMENT or its
representative as soon as possible; and

o Sl ptlan |
(6) If it commits any material breach of this Agreement or of -
the provisions of Law. No: 66.0f 1953, as amended by Law
No. 86 of 1956, wlnch are not oontradlctcd by thc pmvnsnons

of this Agreement. - e

Such cancellation shall * takei'phce’* without' ptejudice to

any rights which may bave accrued to the GOYERNMENT
agamst CONTRACTOR in accordance with the provisions
oft]nsAgmunmt,anJ,mtheevmtofmchcanoé‘latxon
CONTRACTOR shail - havethe ng‘ht to. remove from: the

Amanibmalmy ke e 5;, Ut

(b IfthecévaMENTdeem_thxmeouheam:dcaum
(other than, afmm;mcgmcrcfa‘mdm mAmdch
hereof) exists to cancel ﬂnsAgreamnt, tBeGOVERNMEN’I‘
shall givé CONTRECTOR 'nitteti?”*(90)' “ days written notice
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(a)

I
R 0 e S 111 oy Cnans v e

pppsonanyscrvedonGONTRAG'I‘OR’ General Manager in the
legally official manner and receipt of whlch is acknOWIedged by him
or by hls l@al agents, to remedy and remove such cause; but if

for any rca?ﬁn such service is nnposdble due to uniiotified thange

of address, publicatiofrin the Official Joumal of-the GOVERN-
MENT of such notice shall bé.considered as validly served upon.
CONTRACTOR. . If at the end of the said ninety. (90) day
noucepcmdmchcansshas qotbwarepedwd gndmnoved,
this Agreanmt may be cancelled forth\y;th by Order or Prcst-
dential Decree as -aforesaid; pmviiai howcvcr, ‘that if such cause,
orthcfaﬂuretoramdyorremovemchcause,mﬂmfmany

act or.omissiog of onc party, cancellagion of this Agreement shall
be cffccuvconlyagamstthatpm'tyandnotasagmnsttheotha
partyhmtO- < .

FORCE MAJEURE

'Ihcmn-pm-fomancc or dday in perforpance by. EGPC and
CONTRACTOR, or cither of theo of any ebligation under this
Agreement shall be. excuged if] and to the extent that, such nan-
performance or delay is caused by foece majeue: . The period
of any such non-performance or delay, togeter with such period as
may be necessary: fonthe resitdtiod of any damage done
during such delay, shall-beduddedt+4o the time given in this
Agreptint for: the petformance of such_obligatitm and fog the.
performartée of amy-obligation. dm thareon: and. consegire:
ntly, to the teres/éf this Agresmeiis, but enly-with reapect toi the
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(b)

“Fomc Majeure” within the meaning of this Article. XXII,

”"fshallbe anyorda',regtﬂpnon ordu'ectmnof theGOVERN

(©

@

MENT of the ARAB REPUBLIC OF Ecm or the GOVER
NMENT of SPAIN, with respeit to CONTRACTOR whethei”

promulgated in the forth of+a law or otherwise or hny act God,

insurrection, riot, war, strike and other labour disturbance, fires,
floods or any cause not due to the fault or negligence of EGPC
and -CONTRACTOR or either, of them whethcr or not similar
to the foregoing, provided that - any such cause . is heyond the

wasonable contml of EGPC and GONTRACTOR, or-either .
of them. |

oy

Without prcj;xdice to the above and except as may be otherwise

_provided herein, the GOVERNMENT shall incur no respons-

ibility whatsoever to EGPQ ‘and CONTRACTOR, or cither of
them for.any damages, mmofhsanmgmmnseqnmce
of such case of force majeure except a force. majeure caused by

the order, rcig\ﬂauonsordtwctxonoftheGOVERNMENTofthc
ARAB REP’UBLIC OF EGYPT " ‘

If the foroc majeure event occurs durmg the nut.xa} e;cploratlon

| pmodoranyexmonﬂm'eof andoonummm&fectforape-;

scttled 97 such

riod of six (6) months, CONTRAGTOR shall have the option
upon ninety (90) days prior ‘written notice to EGPC to terminate
its obligations herwnda'mmmt hsrthahahili’ty of any’hnd.
| ARTIOLE XX -~
B mspums AND ARBITRATION

Any dxsp\mn, oontmversy on elalm arlsmg out of or rdatmg to'
" this Agredthent or the breach, termination or invalidity thereof,
;;>_"v~betwem thc

et thesgardwdnnbﬂrdmdwth
 of ﬁhcgppmgteh&&wm%‘ahanbefmany
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(b) Any dispute, cont

)
(d)

e)

( : £ N
) A I N
_—

orclmmanungwtoforrdamgto,
this Agreqncnt, or brcach, termmatlon or invalidity thereof be-
twemconmomkmdﬁcmmmsa&dbym
tion in accoddance with the Arbitration Rudes of the Regional
Center for Commercial Arbitration Cairo (the Centre) in effect

'onthcditeofthJsAgreunmt.Theawardofthearbm'amman’

beﬁnalandbmdmgbntheparm
The numbw of arbmators shall be threc

e

Each pa:ty sball ‘appoint one arbltrator If, mthln thn'ty (30) days
after receipt of the claimant’s notification of the appointment of
an arbitrator the respondent hag'mot notified the claimant in
wnnngofthonamcofthearbltmmwheappomts,theclmmant
may request the Centré i3 applifit tha second arbitrator.

’I‘hetwoarbm'amth\sappmntcdshallchb‘oiethe“thnd arbitra-
tor who' mllactastﬁcprcndlngarbltmtorofthcthbtmal. If
within thirty (30) days after-the appointment of the second arb-
xnawr,thgmoarbimmhavcmtamupmthechacc of
the presiding arbitrator, then cither party may request the Secre-
raryGena-aqu ﬂxePamantgt(‘qntofArbitx‘athlatthﬁHmc
to dwgnatc the appointing authority. Such am authprity
sballappantthepxmdhgarbiu'ammmﬁmumewayasade

o spolited Gosler” Article 637 of the UNC-

' ITRAL Arbitration Rules.' Such presiding -arbitragor ¢hall be'a

pmofamnnmhqodluwthanARE.MPAdea

country which has. diplomatic.réelations with bothi. ARE. and
SPAII\IandWhoshallh&vcnoeoonmmterestmthcodbusl-
neis of the slgnatoncs hereto.
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(8)

(0,

(a)

(b)

The Egyptxan Law nball aifPng,, Ehe dispute except that in the
event of any, confhct between the Mp&m Laws and thus Agree-

ment (including the arbittation' piovision); the . provisions of this
Agfcement shall govern,,

pGPc and CONTRACTOR agree that if, for whatever reason,
" arbitration in accordance with the above procedure cannot take

mmmemaapwmatmma,cmwmm ox
clalmsansmgoutoforrclanngtothstgreanmtortYmbrach,
termination or invalidity thereof shall be settled by arbitranon
maooomlanccmmthe UNC‘ITRALMes.v

.. . NI

| ARTICLE XXIV
(.' ...~ - STATUS QFE PARTIES

The rights, duties, oblightions and Rdbilfties in respéct of EGPC
and CONTRACGTOR - hereundes~ shall -be’several and not joint
oroollecnve,nbemgunda'stoodthatthm Agreement shall not
be construed as constxtutmg an assouatalon or oorporat.lon or

pamﬂthtp L | .
CONTRACI‘QRSbaJlbeW;othclawaofthpplamwhm
R is incorporated regardin 1tslega,!stan§orpmmmmza
txon,chartaandby-laws,shareholdmg and ownership. CON-
TRACTOR'’s shares of capital which are entirely held abroad shall
notbcncgouablelhtheA. ““;nﬂai&ﬁh&beoffm'edforpubhc
subscription nor shall they be sulsjoct to the stamp tax on capital
:hammranytaxordutymtheA.R.E CONTRACTOR shall
—aéﬂpma from d:e apphmtlm of “faw No. “1597'of 1981 as

o :;J-g_ r!lu‘..;c,«"%

omtly and
gatinl o CONT:

.n"
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,«nncn.n XXV

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED

MA'I'ERIAL
CON'I'RACTOR or Operatmg Company, as thc case may bc,

and!their ‘contractors shall :

ﬁl

te

(a) lee priority to local contractors and sub-contractors, including

b

EGPC’s Affiliated Companjes as long as their performance is
comparable with mternatlonal performance and the prices of
their services aré not ther than ‘the prices of other contractors
and squntractors by.more than ten, (10) percent.

‘Give ' preference 'to locally. manufactured material,” eQulpment,
. machinery and consumables as Jong as their quality ‘and -time of
_ delivery, are,. ‘comparable to.intemationally” available matérials,

equipment, machinery and consumables. However, such mate-

ria],” equipment, machinery and consumables may be imported

for operations conducted hereunder if the local price of such
stems 'at CONTRACTOR’s or Operating Company’s operating
base in AR E. is more than ten (10) percent higher than the price
hi'!lléil !mpoﬂ'ed iterds before customs duties, but after transporta-
tion and insurance costs have been added.

Aok
ARTICLE, XXVI
ARABIC TEXT

The' Arabic version of this Agreement, shall, before the courts of

AR.E. be referred to in construingor interpreting this Agreement;
provided however, that i any arbitration pursuant to Article XXIII
hereabove between EGPC and CONTRACTOR the English and Arabic
ve:ﬂonsshallbothberefu'redt:oashavmgequalforcemoonstmmgor

mtcrprém the
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ARTIELE XXVII
' GENERAL
The headings or titles to each of the Articles to this Agreement

are solely for the convcmcncc of the partus hereto and shall not be
-used with respect to the mterprctatlon of said Articles.

ARTICLE, XXVIII
APPROVAL OF THY ARE. GOVERNMENT

This Agreem'mi(sixaﬁl' not befbm‘diﬁg up'on ia'xiy' of ‘the parties he-
reto unless and until a law is issuad by the competent authorities of the
A R.E authorizing the Mlmster o,f l,’ctroleum and Mineral Resources
to sign said Agreement and giving this Agreement full force and effect
of law notwithstanding any wountérvailing governmental enact-

ment, and the Agreement i is sxgned by the GOVERNMENT EGPC and
CONTRACTOR. ’

REPSOL EXPLORACION. EGIPTO SA.
"-‘B’Y‘-— f..‘A- .T\k “

DATE:. . : —————r—r

"EGYPFIAN GENERAL PETROLEUM CORPORATION
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CONCESSION AGREEMENT

o
ARE. AND EGPC
REPSOL EXPLORACION Ecmq SA.
NORTH ALEXANDRIA AREA
AXE.

BOUNDARY DESCRIPTION OF THE. CONCESSION AREA

Annex ‘“B” is an illustrative map at an approximate scale of
1. : 650,000 showing the Area covered and affected by this Agree-
ment.

The Area measures approximately 2,350 squareldlmnctres Tt
is composed of all or part of Exploration Blocks and Partial Explora-
tion' Blocks defined on a tlirec (3)' minute by three (3)' minute grid.

Tt is.to be noted that the. dchncatl.on Iines of tpc inﬂxvidual Explo-
ration Blocks in Annex ““B” are intended m be only Musuanyc and

provmonal and’ may not show acwmtely dmr true Podtion in rela-
fion to mstmgmomnnmts and geograpl:‘lcal fﬂ ares.

B Goordhntudtheeomerpomta,of Qe Am a(_edgh@ginthc
followﬁgtablewhlchfaw an integral part of Angex: A%, |
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Coneudon‘ﬂomduy Coordinates of
North Alexandria Area
. AREA (A)

LATITUDE NORTH .~ LONGITUDE EAST

. 13322 000 00" N 30° 00’ 00" E
2)32 000 00" N 30° 12/ 00" E
3)3l° 48 00" N 3¢ 1 00" E
4) 31° 48’ 00" N 30° 00’ - 00" E
AREA (B)
LATITUDE NORTH LONGITUDE EAST
1) 31° 45’ 00" N 29° 42'° 00 E
2)31° 45 00" N 300 00’ 00" £
3) Following Coastline N 300 00’ 00 E -
4 Following Coastline N 290 2’ 0* E
AREA (C)
LATITUDE NORTH " LONGITUDE EAST

1) ?Oﬁowmg C'oasthne . ' Following Coaitline

L4 . N

oot e

ya W N W

hae oot N30 24'
N

5) Following Coastline . . 30 24

g & 8
B - I < B < I
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CHARTER OF OPERATING COMPANY

A joint stock company having the nationality of thc ARAB

“REPUBLIC OF EGYPT shall be formed with the authorization of

the GOVERNMENT in accordance with the pmvans of this Agree-
ment i‘efcrred to'below and of this Charter. .

The Company shall be subject to _all laws and regulations in

k fdrcemtheA.R.E.mthcextemthatmchlawsand regulations are

QLEUM conmn‘a‘néN and Gomcron

not, inconsistent -with the pr(Msxons of this Charter and Agreement
rcfmed to below.

. ARTIGLE II

Thcnamc of the Company shall be mutually agreed upon
between EGPC and CONTRACTOR on the date of the Commercial

Dlsoovcry and shall be subject to the appmval of the Mlmster of
Petrolmxp and Mineral Resources. -~ -

| ARTICLE 11T |
The Head Office of Operatmg Gmnpany shall bc in the A.R.E

. m Caxro

ARTIGLEIV
TheobjectofOpa’anng Company is to act as the agcncy

through which EGPC and CONTRACI‘OR carry out and conduct the

ypment operations’ reqmrecl macoordance with theé provisions

‘{”of'thaAgwementsggned on thei -, dayof ~, byandbetwecnx

the 'ARAB REPUBLIC OF EGYPT THE EGYPTIAN GENERAL

N . ‘-:"‘
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Operating Company shall be the agency to carry out and con-
ductpa&plorauon operatious after the date of Commercial Disoovery
Pwisuant to Woxk Programs and BuC%cts approved in aocordance

_thhthew

Opexdting Company shallkccp account of all costs, expeinses and
expenditures. for such operations under the terms of the Agreement
.and- Annex. ;D thereto.

b4

Operating Company shall not engage in any business or; under-
take any activity beyond the performance of said operations unless
otherwise agreed upon by EGPC and CONTRACTOR.

ARTIGI'.E"V

'I'hcauthmMcapmlofOpa'atmgGompanylstwmtythm
sandEgyptlanPounds divided into five thousand shares of common

stock with a value of four Fgyptian Pounds per share having equa!
voting rights, fully paid and:non-assessable. '

‘EGPC and CONTRACTOR shall each pay for, hold and own,
“throughout. the life - of Operating Company referred to above, one
half (1/2) of  the capital stock of Operating Company provided that
onlymthzcventthatutherpartydmxldtramferoramgnthewhole
or any percentage of its owncmhmp mta‘est in the entirety of thc Agree-
ofthecapnalstockofOpaaungGompanymd, in- that event, such
transferring or assigning party (and its successors and assigns), mmst
’u'anxfaan,dampamckmgcrestmOpaaung(}ompanyeqmlto
thetransfmedormgmdwhole or percentage of its ownership
‘miqestmt'heennrctyofthe said Agreement. '
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ARTICLE VI

Opcratmg Company shall not own any right, title, interest or
estate in or under the Agrcanmt or any development lease created
thereunder or in any of the Petroleum produced from any Explora
tlonBlockorDevelopmentLeaseareathu'eundenormanyofthe
assets, equipment or other property obtained or used in conhection
therewith, and shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of either EGPC or
CONTRACTOR under the Agreement. Operating Company shall
not make any profit from any source whatsoéver.

ARTICLE VII
Operating Company shall be no more than an agent for EGPC
and CONTRACTOR. Whenever it is indicated herein that Opera:
ting Company shall decide, take action or make a proposal and the
like, it is understood that such decision or judgement is the result of
the decision or ]udgemdnt of EGPC, CONTRACTOR, or EGPC
and CONT'RAGTOR, as may be rcqmred by the Agreanmt.

ARTIGLE VIII

., Operating Compaqyshaﬂhavea 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. CON-
TRAGTOR shall designate the General Manager who shall also be
a Managing Director.

ARTIGLE IX

Moctings of the Board of Dircctors shall be valid if a majority
of theDiréctors are present and any decision taken at such meetings
must haye the affirmative vote of five (5) or more of the Directors;

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

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

ARTICLE X1

The Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of operating
Company emploved directly by Operating Company and hot assigne
thereto by CONTRACTOR and EGPC. |

The Board shall, in due course, draw up the By-Laws of Opera-
ting 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.

~ Operating Company shall come into existence within thirty (30)
days after the date of Commercial Oil Discovery of within thiry (30)
days after signature of a Gas Sales Agreement or commencement of a
scheéme to dispose of Gas as provided for in the Agréement {unless other-
wise agreed). S |

- The duration of. Operating Company shall be for a period equal
to the duration of the said Agreement, including any renewal thereof.

Tt shall be wound up if the Agreement referred to above is termi-
nated for any reason as provided for therein.

REPSOL EXPLORACJON EGIPTO SA. -

EGYPTIAN GENERAL PETROLEUM CORPORATION

. . [ 4 : o
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ANNEX “D”
ACCOUNTING PROCEDURE

ARTICLE 1
GENERAL PROVISIONS.

(a) Definitions

* The definitions contained in Article I of the Concession Agree-
ment shall apply to this Accounting Procedure and have the
same meaning.

(b) Statements of Activity

(1)

(2)

CONTRACTOR szhall pursuant to Article IV of this

Agreement, and until the coming into existence of the
Operating Company - in accordance with Article VI of the
Agreement - render to EGPC within thirty (30) days of the

" end of each Calendar Quarter a Statement of Exploration
.Actm;ty reflecting all charges and credits related . to the

Exploration operations for that Quarter summarized by
appropriate clamifications indicative of the nature thereof.

Following its coming into existence, Operating Company
shall rmdcr to EGPC and CONTRACTOR  within fifteen
18y days ‘of the end of each Calendar Quarter a Statement
of Deyelopment - and Exploratiori Activity ' reﬂectmg all

;. charges apd credits related to the Development and Explo-
,rqnoq operations for that Quarter summarized by appro-

RE
nr

' ,pnate clasnﬁcanom mdicatwe of the nature thereof except
‘thb.t iteh:s o? cwuollable matmal and unusual chai‘gcs and"
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(c) Adlustments and Audits

(l)

Each Quarterly Statement of Exploration Actlvuy pursuant
to paragraph (b) (1)-above shall conclusively be presumed
to be true and correct aftér three (3) months following the
receipt of each Statement by EGPC unless within the said
three (3) months EGPC takes "written exception thereto
pursuant to Article TV {f) of the Agreement. During said
three (3) month period supporting documents will be avai-

lable for. inspection by EGPC during all working hours.
_CONTRACI'OR will have the same audit rights on

Operating ('kmpany Statements as EGPC under this sub-
paragraphl.

All statements of Development and Exploration Activity for
any, Calendar Quarter pursuant to paragraph (b) (2) above
shall coriclusively Be presumed to be true and correct three (3)
months following the recelpt of such statement unless within
the said three (3) month period EGPC or CONTRACTOR
takes writteh exception thereto. Pending expiration of said
three (3) months EGPC or CONTRACTOR or both of
them shall have the right to audit Operating Company acc-
ounts, records and supporting documents for such quarter in

the same manner as provided in Article TV (f) of the Agree-
ment. -~

(d) Currency Exchange <o '

CONTRACTOR’s books for Exp)m'anon and Opcrating Com-
pany’s books for Dcvelopmcnt and Exploration, if any, shall be
keptmmeAliE in U'S. Doltars. * Al 'US. Dollar” expenklitures

shdlbbdlargedi!ﬂh\!amumﬁpmdad "ATt Egyptian ‘Pounds

ditures shall ‘be transated to US. ‘Dollass 'at the official

mmdmmwmwﬂm ofngypton
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the first day of the month in which expenditures are recorded,
and all other hon-U.S. Dollar expenditures shall be translated to
U.S. Dollars at thebuying rate of exchange for such curréncy as
quoted by National Westminster Bank Limited, London at 10.30
am. GM.T,, on the first day of the month in which expenditures
are recorded. A record shall be kept of the exchange rates used
in transhating Fgyptian Pounds or other non-U.S. Dollar ex-
penditures to U.S. Doflars.

Precedence of Documents

In the event of any inconsistency or conflict between the pro-
visions of this Accounting Procedure and the provisions of the
Agrcemmt treating the same subject differently, then the pro-
visions of the Agreement shall prevail.

Revision of Accounting Procedure

By mutual agreement. between EGPC and CONTRACTOR, this
Accounting Procedure may be revised from time to time in the

light of future arrangcmenbs

No Charge for Interest on Invmtmmt

Interest on investment or anybank fm, charges or commissions
relatedtoanybankguarante& ‘shall not, atanyt!mebecharged
as recoverable cost under the Agreement.

ARTICLEII |
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of tHe Agreement, CONTRACTOR

shall alone bear and, directly or through Operating Company, pay
the following costs and eXpenses, v which ‘costs and expenses shall be
classified and allocated to the activities according to sound and ge-
malyaweptqdawmmﬁngp:mdplaanﬂtmtedanarmedm

accordance with Article VIY of this Agreement :



\\\‘ﬂw wy \VC”(C'\’)Y‘ b.h." _‘J\ a.bf-” \V‘

'M"GP(H
«L.ucsw«“,\., Juuod,mn f‘,n

l“l!_W‘ AJ:’W-"U i’w' <)
e Ol LS &S 2 ST ol ediias 52t Ol A (1)
N5 3 o BV o gor bl Bt G 5 Ska Ogleny W - d1sY!
L3 3e &b g o AU bl u:?:‘r*” e il )rﬁfb Sl U
e .,L oA u\-‘»’}b ,,»SM a.q. Ay o les a,x...u, sy ode

| 0_-\,«—&{03(\;

SV 3 A Y S el e 1l e3ad g 5
VPR TRV B -AXY il bty Il st & c,\;.\;:J\
1A Tl I 245 Ol I 36 ¢ (2) 5 ,un, (o) 5
s 15 ] Vs b et Sl 1 €3 G Ly o opor S
() coo iyl A \dar Y g5 a5ub ALt Clhlidf eli2zal

RIS L AR P

,u J Zu’b M\p ,;«iai\ u‘bﬂ\ UJB,.” ub (\')

‘,,,mm..,mwn u\!-U‘c“’(\)

Sl e iJJ‘.l‘:-?cw.‘;W KON



AR Al

VAAY 4 4 AV (B (@) Y 2l - A B

(@) Surface Rnghts

All direct cost attributable to thc acqmsmon, renewal or relin-

quishment of surface rights acqmrcd and maintained in force for
the Area, -

(b) Labour and Related Costs

(1)

Salaries and Wages of CONTRACTOR’s or Operating
Companysunployees,asthemmybr,drrwlymsed
in the various activities under ‘the Agreement including sa-
laries and wages paid to geologists and other employees who
are temporarily asigned to and employed in such activites.
Such salaries and wages to be certlfled by a certlflcd public
accounting firm,

Rcasonable revisims of such salaries and wages shall be
cffected to take into account changes in CONTRACTOR’s
policies and amendments of Laws applicable to ‘salaries,
For the purpose of this paragraph (b) and paragraph (c¢),

~ salaries and wages shall mean the assessable amounts for

(2)

ARE. Income Taxes, including the salaries during the
vacations and sick leaves, but excluding all the amounts of
the other items covered by the percentage fixed under (2)
deq : 4
For 'expétriaté employees pemlanemtly assigned to Egypt :
1. All"alowances applicablc to salaries ahd wages;

2. Cost of established plans; and

3 Alln'avclandrdocanoncostsof such expatriate emp-
- loyees and their families to and from the employee’s
country or point of origin at the time of employment,
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at the time of separation, or as a result of transfer from
one location to another and for vacation (transportation
costs for employees and their families transferring from

~ ARE. to another location other than their country of

origin shall not be charged to A.R.E. Operations).

Costs under this sub-paragraph (b) (2) shall be deemed
ta be equal to seventy (70) percent except for employees
whose families have not been transferred to A.R.E., in
which case the percentage shall be fifty two (52) pe-
rcent of gross salarics and wages paid for such expatriate
personnel including those paid during vacations and
sick leaves as established in CONTRACTOR's inte-
rnational policies, chargeable under sub-paragraph (b)
(1), paragraph (i) and sub-paragraphs (k) (1) and (3)
of this Article II. However, salaries and wages during
vacations, sick leaves and disability are covered by the
foregoing percentage. The percentage outlined above
shall be deemed to reflct CONTRACTOR’s actual
costs as of the Effective Date with regard to the follo-
wing ‘benefits, allowances and costs;

1. Housing and Utilities Allowance.

2, Commodities and Services Allowance,
8. Special Rental Allowance.

4. Vacation Transportation Allowance,

5 Va@tion Travel Expense Allowance.
6. Vacation Exces Baggage Allowance.
7

7. Education Allowances ( Children of Expatnate

W)l
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8. Hypothetical Tax Offset (which results in a re-
duction of the chargeable percentage ).

9. Storage of Personal Effects.
10. Housing R&urbxshmmt Expmse.
11 Property Management Service Fees.
'12. Recreation Allowance.
13. Retirement. Plan.
14. Group Life Insurance.
15. Group Medical Insurance.
16. Sickness and Disability.
17. Vacation Plans Paid ( excluding Allowable Va-
- cation Travel Expenses ).
.18. Savihg; Plan. |
19. Educauonal Amsanoe.

2_0. Military Service Allowance.
21. F1.CA. |
2. Workman’s Compensation.
. ~23. Unefaployment Insurarice.
- 24. Personnel Transfer Expense.

%.Awo&mﬂomﬁﬂowanmmwuofilﬂ:é
- nature as established in GON'I'RAGI‘OR Inte-
" mational ‘Policies.
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26. National Insurance.

~ The percentage outlined above shall be reviewed inte-
rvals of three (3) years from thc Effective Date and at
" such time CONTRACTOR and EGPC will agree on

ncwpa‘centagestobeusedundcnthupamguph.

Rcvmonsof thepacmtageswxll take into consideration varia-
nces in costs and changes in CONTRACTOR’s international

policies which change on exclude any of the above allowances
and benefits.

The revised percentages will reflect as nearly as possible CON-

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

(3) For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel reloca-
tion costs for such expatriates as paid in accordance with

~ CONTRACTOR’s international policies. Such costs shall
not include any administrative overhead other than what is
- mentioned in this Article IT subparagraph (k) (2).

(4) Costs of expenditure or contributions made pursﬁant to law
- or-assessment imposed by government authority which
are applicable to labour cost of salaries and wages as provi-
. ded under sub-paragraphs (b) (1) and (b) (2), paragraph (i)
and sub-para.graphs (k) (l) and (k) (3) of this Article II.

Beneflts, Allawanom and Rclated Costs of Nanoml Fmployeu
Bonusu,avatme,cushoﬂ:axyallowancesandbemﬁtsonabam

. similar to:that prevailing for Oil Companité operating in ARE.,
i-, all as chargeable under syb-paragraph (b) (1), paragraph (i) and
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~ sub-paragraphs (k) (1) and (k) (3) of this Article II. Severance

pay will be charged at a fixed rate applied to payrolls which will
equal an amount eqmvalmt to the maximum liability of severa-
nce payment as required under the AR.E. Labour Law.

Material

Material, equipment and supplies purchased or fumished as
such by CONTRACTOR orOperating Company.

(1) Purchases

 Material, equipment and supplies purchased shall be at
price paid by CONTRACTOR or Operating Company
plus any related cost and after deduction of ‘all discounts
actually received.

’2) Material Furnished by CONTRACTOR
Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may
furnish such material from CONTRACTOR’s or CON-
TRACTOR’s Affiliates stocks outside the A.R.E. under the
following conditions :
1. New Material (Condition ““A™)
4Ncw Material transferred from CONTRACI‘OR or
its Affiliates warehouse or other properties shall be
priced at cost, provided that the cost of material sup-
plied is no highu‘ than international prices for material
- of similar quality supplied on similar terms, prcvaﬁmg
“at the:-time such material was supplied.
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2. Used Material (Conditions “B” and ‘‘C,)

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

b. Material which cannot be classified as Condition
““B” but which is serviceable for original function
but substantially not suitable for reconditioning,
shall be classed as Condition ‘“‘C” and priced at
fifty percent (50%) of the price of new material.

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

d. Tanks, buildings and other equipment involving
| efection costs shall be charged at applicable
percentage of knocked down hew price.

3. Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the matcnal furni-
~ shed beyond the dealer’s or manufacturer’s guarantee;
" and in case of defective material, credit shall not be
recorded until adjustment has been reoavcd by CON-

. TRACTOR froth’ manufacturers or their agents.

(e) Transportation and Employee Relocation Costs ¢ -

(1) Transportatlon of equipment, materials and supplies neces-
. sary for the conduct of CONTRACTOR’s or Operating
- Coltpaby’s activiten.
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(2)

(3)

Business Travel and Transportation expenses to the extent
covered by established policies of CONTRACTOR or with
regard to Expatriates and Nationals, as incurred and paid
by, or for, employees in the conduct of CONTRACTOR’s
or Operating Company’s business.

Employees transportation and relocation costs for National
employees to the extent covered by established policies.

(f) Services

(1)

(2)

(3)

(4)

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

Cost of services performed by EGPC or by CONTRACTOR
or their Affiliated Companies in facilities inside or outside
the ARE. : Regular, recurring, routine services, such as
Interpreting magnetic tapes and/or other analysis, shall be
performed and charged by EGPC and/or CONTRACTOR
or their Affiliated Companies at an agreed contracted price.
Major projects involving engineering and design services
shall be performed by EGPC and/or CONTRACTOR or
their Affiliated Companies at a negotiated contract amount.

Use of EGPC’s, CONTRACTOR’s or their Affiliated Com-
panies® wholly owned equipment shall be charged at a rental
rate commensurate with the cost of ownership and operation,

but not in excess of competitive rates currently prevailing
in the AR.E.

CONTRACTOR’s and its Affiiated Companies’ rates shall
not include any adwinistrative ot overhead costs other than

_what is mentioned in this Article TI sub-paragraph (k) (2).
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(g) Damages and Losses

(h)

All costs or expenses, necessary to replace or repair damages or
logses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Com-
pany through the exercise of reasomable diligence. CONTRA-
CTORorOpmhngGmnpanyshallfumishEGPCandCONT
RACTOR wn"mnnouoeofdamagesorlouamcurredmm

~ of ten thousand (10,000) “US. Dollars per occurrence, as soon

as practicable after report of the same has been received by
CONTRACTOR or Operating Company.

Insurance and Claims

The cost of any public Habikity, property damage and other
insurance against Habilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or outdders as may be required by the laws, rules and regula-
tions of the GOVERNMENT or as the parties may agree upon.
The proceeds of any such insurance or claim collected, less the
actualcostofmakingachﬁn shalt bccredltcdagamstopcrhtlotls
If no insurance is carried for a particular risk, in ‘accordance with
good International oil field practices, all related actual expendi-
tures fncurred and paid by CONTRACTOR or Operating Com-

| panyinsettlanmtd’anyandalllossqs chims, damages, judge-
| mmtsandanyothu‘apm,mch:dmglegalm

IxﬁimctExpm

Camp overhead and facilities such as shore base, warehouses, water

systcm.s,madm}stm, sahﬂmandupmofﬁe!dsupmm
personnel, ficld clerks, assistmts, and othwgmual employees in-

*dmcﬂymhgﬁne&m
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G4).

Legal Expenses

All costs and expenses of htlgatlon, or lcgal services otherwxsc ne-

cessary or expedmnt for the protectaon of the Area, .mcludmg
attomey’s fees and expenses as hereinafter provided, together

‘with all judgements obtained against tha parties or any of them

on account of the operations ander the Agreement, and actual

. expenses incurred by any party or partiet hereto in gecuring evi-

dence 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 affecting the
interests hereunder shall be handld by the legal staff of one or
more of the parties hereto, a charge commensurate w1th cost of

prov1dmg and furnishing such services may be made to opera-

Administrative Overhézf& and General Expenses

(1) While CONTRACTOR is conductmg Exploration activities,
cost of staffing and mamtaJmng CONTRACTOR’s head
office in the AR.E., and/or other offices established in the
A.RE. as appropHiaté other than field offices which will be

- charged as proyided in Article II, paragraph (i) above, and

 “excepting salaries of cmployca; of CONTRACTOR who

" are Yemporarily assighed fo and directly serving on the Area,

~ which will be charged as prpwded in Article 11, paragraph
(b) above .

(2 Since GONTRACTOR's Explacation activities will be car

ried out for CONTRACTOR by REPSOL, prior to the for-
matxon of the Qperahng Company, OONTRACTOR’S ad-
‘rmmstra‘tlve overhead out&dc the A RE. appﬁtaﬁfe ‘to the

" AKRE. Exploration operation dutiiig that ‘pefiod” shall be

. " charged each month at the rate of five percent (5%) of total
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Exploration expenditures, provided that no administrative
overhead of the CONTRACTOR outside A.R.E. applicable
to the A.R.E. Exploration operation will be charged while Ex-
ploration activities are being conducted following the for-
mation of the Operating Company. No other direct charges
as such for CONTRACTOR’s administrative overhead out-
side the A.R.E. will be applied against the Exploration obli-
gation. Examples of the type of costs CONTRACTOR is
incurring and charging hereunder due to activities under the
Agreement and covered by said percentage are :

Executive - Time of executive officers.
Treasury - Financial and exchange problems,
Purchasing-procuring materials, equipment and supplies.

Exploraton and Production - Directing, advising and
controlling the entire project.

5. other departments such as legal, comptroflers and en-
gineering which contribute time, knowledge and expe-
rience to the operations.

B9 N

‘The foregoing does not preclude charging for direct service
under sub—paragraph (f) (2) of this Article II.

While Operatmg Company is conducting activities, Opcrat-
ing Company’s personnel engaged in general clerical and office

. work, supervisors and officers whose time is gencrally spent
in the main office and not the field, and all employees gene-
" rally considered as general and administrative and not char-

ged to other types of expenses will be charged to opcratlons

. Such Expenses shall be allocated each month between explo-
- ration and development operations according to sound and

| practxcable accounting metbnds.
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All taxes, duties or levies paid in the A.R.E. by CONTRACTOR
or Operating Company with respect to this Agreement other than

~ those covered .by paragraph. (g) 1:of Article III of the Agreement.

(m)

(n)

(a)

Continuing CONTRACTOR Gosts
Costs of CONTRACTOR activities required under the Agree-
ment and incurred exchmively i the AR E. after Operating Com-

pany is formed. No sales expenscs incurred outside or inside the
AR.E. may be recovered as a cost.

Other Expenditures

‘Any costs, expenses or expenditures, other than those which are
covered and dedlt with by the foregoing provisions of ‘this Asticle
H, incurred by -<CONTRACTOR ‘or -Operating -Company under
approved Work Programs and -Budget.

ARTICLE III
INVENTORIES
Periodic Inventories, Notice and Representation

At reasonable intervals asagreed uponby EGPC and CONTRAC-
TOR inventories shall be taken by Operating Company of the
operations materials, which shall include all such material, phyical
assets and condtruction 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 inven-
tory is to begin so that EGPC and CONTRACTOR may be
represented when any inventory is taken. Failure of EGPC and/or
TONTRACTOR to be represented at an inventory shall bind
them to accept the igventory taken by Operating Company, who
hall in that event furnish the party not represented with a copy

‘.WQ
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‘(b) Reconciliation and Adjustment of Inventories

Reoonciliation of inventory shall be made by CONTRACTOR

and EGPG, and a list of overages and shortages shall be jointly

detenmined by 0pcratmg Compa.ny and CONTRACTOR and

| “'EGPO, and the’ lnvcntm'y ad]usted by Operatmg Ccmpany |

@

> " ARTICEE IV
RS- Y COST RECOVERY

Statemcnts of Recovcry of Costs and of Cost Recovcry Pctroleum

(}:QN'I‘RAC’I‘OR shall, -pursuant to Article VII of this Agree-
ment, render to EGPC as promptly as practicable but not later

| than fifteen (15) days after receipt from Operating Compan) of

the Statements for Development and Exploration Activity for

- thc Catmdar Quarter a Statemmt for that Quarter showing :

i

(l) Reoova'able costs cnrned forward from the previous Quarter,
-~ if any.

(2)- Recoveralile ‘costs mcurred and pald during the Quarter.

(3) "_Total reooverablc costs for thc Quartcr (1) + (2)

(7) Exces,lfany,oithcvaheofCoatRemveryPetmlcumtakm

o {4).-Value. of Cost . Reoovery Petroleum taken and, scparat.cly

... disposed of by CONTRAGTOR for the Quarter.
(5) Amount of costs recovered for the Quarter.
(6) Ammmt of rewm'able codts carried into the succeeding
- Quarter, if any.

3

agdneparatdy dixpwed of byGONTRACTOR over_costs
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(b)

Paymcnts |
If such Statanent shows an amount due to EGPC, payment of

that "amount ‘shall be’ made in U.S. Dollars by CONTRACTOR
with the rendition of such Statement. If CONTRACTOR fails

. to make any such payment to EGPC on the date when such

payment is due, then CONTRACTOR shall pay an interest of
2.5% pcrannumhlgherthan thelmdonlnterbankBorrowmg

- Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits

prevailing on the date such interest is calculated. Such-interest

: ppyment shall nok be recoverable,

(©)

(d)

SettlancntofExcessCostRewvcryPeuolmm

EGPC has the nght to take its entitlement of Exces Cost Reco-
very Petroleum under Article VII (a) 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 its own entitlement of such excess.

Audit Right
EGPG shall have a period of twelve (12) months from receipt of
any statement under this Article IV in which to audit and raise
objection to any such Statement. EGPC and CONTRACTOR

shall agree on any, required adjustments. Supporting documents
and accounts will be avallable to EGPC during said twelve (12)

- month period,.

(a)

ARTICLE V., \
CONTROL AND-MAJOR ACCOUNTS
Explorauon Obligation Coutrol Accounts

CONTRAC’I‘OR will establish an Exploration Obligation Con-
~ trol Account and ap offsetting contra account to control;therein
“the’ tptal amourit of Explotation Expeniditures r on Sta-
tcmtsbfActm , prepared per Article I (b) (1) hereof, less any

[
. 3
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(b)

(c)

teductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by a Non-Operator pursuant to Article
I {c) (1) hereof, in order to determine when minimum Exploration

Cost Recovery Control Aowint

CONTRACTOR will establish a Cost Recovery Control Acco-
unt and an Off-setting contra account to control therein the am-
ount of cost remaining to be recovered, if any, the amount of
cost recovered, and the value of Excess Cost Recovery Petroleum,

if any.
Major Accounts

For the purpose of classifying costs, expenses and expenditures for

cost: recovery as well as for the purpose of establishing when the
Exploration Obligation has been met, costs, expenses and expen-

ditures shall be recorded in major accounts including the fol-
lowing :

Exploration Expenditures;

. Development Expenditures other than Operating Fxpenses;
and Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to
the extent necessary for the control of recovery of costs and the

treatment of Cost Recovery Petroleum.
ARTICLE VI
TAX IMPLEMENTATION PROVISIONS
It is understood that CONTRACTOR shall be subject to Egyp-

tian Income Tax Laws, except as otherwise provided in this Agree-
ment, that any A.R.E. Income Taxes paid by EGPC on CONTRA-
CTOR’s behalf constitute additional jncome to CONTRACTOR,
and this additional income is also subject to A.R.E. income tax, that

is “Grossedsup” . = .

ot
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CONTRACTOR’s annual income, as determined in Article 111
(2) 2, leas the amoumt equal to OONTRACTOR's grossed up Egyp-
tian income tax Liability, shall be CONTRACTOR’s ‘‘Provisional

Income”.

The ‘‘gross-up value” is an amount added to Provisional Income
to give “Taxable Income”, such that the gross-up value is equivalent
to the ARE. income taxes. vy

e ey

THEREFORE :

Taxable Income ‘= Provisional Income PLUS Gross-up Value

Gros-up Value = A.R.E. Income Tax on Taxable income.

If thc ““AR.E. income tax rate”, which means the effective or
composite tax rate dije to the ‘various ARE. taxes levied on income
or profits, is constant, and not dependent on the level of income, then

Gross-up Value -= ARE. income tax rate TIMES Taxable
Income. Combining the first and last equations above,

Grossup Value ‘= Provisional Inoome x Tax Rate
1 - Tax Rate

Where the tax rate is expressed as a decimal.
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The above computatiohs are illustrated by the following nume-
- sicgl example. Asjuming that the Provisional Income is $ 10 and the
ARE. income tax rate is 40 percent, then the Gross-up Value is

equal to :
$ 10%04

— = $ 6.67
1 -04

THEREFORE :

l‘hovmenal: Iacome
PLUS Gross-up Value

¥axable Iﬁcome

RESS : ARE. Income Faxes at 40%

CONTRACTOR’s Income after taxes.

| 10.90
6.67

16.67

6.67

10.00 -
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