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AMENDMENT OF
CONCESSION AGREEMENT SIGNED BY
VIRTUE OF LAW NO.8 OF 1981

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
OCEAN EAST ZEIT PETROLEUM, LTD.,
IN

EAST ZEIT OFFSHORE AREA

This Amendment of Law No. 8 of 1981 (this “Amendment™) i1s made and
entered into this ... day of ... s« 2001 by and among the
Arab Republic of Egypt {("hereinufter referred to as The GOVERNMENT™),
The Rgyptian General Petroleum Corporation, a legal entity created by
Law No. 167 of 1958 as amended hereinafter veferved 10 as ("EGPC™),
and QCEAN [East Zeit Petroleum, Litd., 24 corporation organized and
existing under the laws of the Cayman Islands (formerly known as
Seagull East Zeit Perroleum, Ltd, and hereinaficr referred o as
“OCEAN") or CONTRACTOR,
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WITNESSETH

WHEREAS, the GOVERNMENT, EGPC and EBsso Suez Inc.
("ESSOQ™) heretofore entered into a Concesston Agreement for Petroleum
Exploration and Exploitation dated March 23, 1981 issued pursuant to
Law No. 8 of 98] relating to the Eust Zeit Offshore Area more
particularly described in Annexes A and B to Law No. 8 of 98] ("l.aw
No. 8 of 1981"); and

WHEREAS, one of the rights and obligations of ESSO under Law
No. 8 of [981 was to serve as Operator; and

WHEREAS, pursuanl ta the provisions of Luw No. 8 of 1981, ESSO
und EGPC formed the Joint Compuny, Suez Esso Petroleum Company
("SUESS(O™) to provide certain functions as specified in such
Concession Agreement: and

WHEREAS, by Dced of Assignment dated October 26, 1996, ESSO
has assigned al] of its interest. nghts, privileges, duties and obhgations in
and under Law No. 8 of 1981 to Seagull East Zeit Pewoleum, Lid,
("SEAGULL”) und the GOVERNMENT and EGPC duly accepted und
approved such Decd of Assigrment; and’

WHEREAS, SEAGULL changed its name to OCEAN and EGPC
approved such name change; and

WHEREAS, operations under Law No. § of 1981 have been carried
out in accordance with gond ol field practices and accepted engineering
principles. EGPC and Ocean recognize, however, that new investment is
required to explore and exploit additional reserves in the Area but it 15
uneconomiic ta do so under the existing terms in Law No. 8 of 1981; and,
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WHEREAS, CONTRACTOR desires to make additional investment
and carry out additional operations in the Arca tf appropriate econamic
balance is achieved by instiluling new terms for said new investment,
and

WHEREAS, EGPC und Ocean desirc to transfer certain rights,
functions and obligations in the Arca from QCEAN to SUESSO and
expand STIESSO’s functions, thereby transforming it into an Opcerating

Company to succeed o the position of Operator under Law No. 8 of
1981 und

WHEREAS, Ocean desires to change the name of SUESSO (o East
Zeit Petroleum Company (abbreviated as “ZEITCO); and

WHEREAS, based on the foregoing, EGPC and Ocean desire to
amend Law No. 8 of 1981 in certain respects, and this Amendment sets
farth thetr agreement in this regard.

WHEREAS, this Amendment shall be attached with and made a part
of Law No. & of 1981 and both of Law No. & of 1981 and this
Amendment shall be referred to collectively as the Concession
Agrcement.

NOW, THEREFORE, EGPC and Occean hereto agree to amend Law
No. 8 of 1981 as follows:

1. Amendments to Article [
Definitions

1-  All references to ESSO in Law No. & of 198] shall be deemed
to be references to CONTRACTOR, as that term is defined
below, unless amended to the contrary by this Amendmenit.

2-  All other terms defined in Law No. 8 of 1981 shall have the
same meanings in this Amendment unless the context clearly
indicates a different meaning.
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3-

4-

Paragraph (o) of Article I of Law No. 8 of 1381 is deleted 1n
its entrety and replaced with the following:

(0} “Operator” means OCEAN until the Effective Date of
this Amendment upon which date all of the Operator’s
dutics, obligations, policics and procedures will transfer
1o the Operaling Company. After thal date, Operator
means Operating Company. Provided, however, for the
purposes of this Amendment, the officiul date of transfer
of the dutics and obligations of Operator shall commence
on the [irst day of the Quartcr next ensuing after a
transition period of ninety (90} days afier the Effective
Date of this Amendment.

Anticle 1 of Law No. 8 of 1981 is amended by adding the
following new definitions after pavagraph (1)

{(s)*Concession Agreement” means the Concession Agreement
for Petroleumn Exploration and Exploitarion dated March
23, 1981 issued pursuunt to Law No. 8 of 1981 relating to
the East Zeit Offshore Area more particularly described in
Annexes A and B to Law No. 8 of 1981, as amended by

this Amendment.

(OYOld Oi” means the total quantities of Crude Oil
{measured in barrels) produced and saved during any
Quarter which is lcss than or equal to the quantity af
Crude Qi) for such Quarter as shown in the schedule titled
“Old 01! Quantities” attached as Anncx “G".
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()*New Oil"” means the total amount of Crude Oil (measured
in barrels) produced and saved during any Quarter which
is greater than the quantity of Crude Oif for such Quarter
as shown in the schedule titled “Old Oil Quantities”
attached as Annex “G”. After the last date shown on such
schedule, all production of Crude Oil will be deemcd
New Oil.

(v)*New Qil Cost Recovery Date” means September 1,
2001.

{w)*Board of Directors means the Board of Dircctors of the
Operating Company.

{x)*CONTRACTOR" shall mean OCEAN and) any successor
) feither in part or in whole) to QCEAN’s interest in the
Concession Agreement.

{y}*Operating Cempany’ means the Joint company formed
under Article VII of Law No. 8 of 1981 and alter the
effective date of this amendment.

(2)*Quarter™ meuns a consecutive ihree-month  period
commencing with January 1%, April 1%, July I*' and
October 1 in any given Year.

(aa) “Amendment’’ shall mean this Amendment to Law No.
% of 19R1.

(bp) “Effective Date of this Amendment’” means the dale
on which this Amecadment is signed by the
GOVERNMENT, EGPC, and OCEAN, after the
issvance of the relevant Law.
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2. Amendments to Article Il
Annexes to the Concession Agreement

A new annex, Annex “C-1", entitled “Letter of Guaranty™, is
added to Article I of Law No. 8 of 1981 and is hereby made a
part of the Concession Agreement and considered us having
equal force and effect with the other provisions thereto.

Annex “D” of Article II of Law No. 8 of 1981, entitled
“Accounting  Procedure,” is deleted in its entirety and
replaced with the ncw Annex “D-1" entitled “Accounting
Pracedure” attached hereto.

A new annex. Annex “E-1" entitled “The Charter of the
Operating Company” is added to Article 1T of Law No. 8§ of
1981 and is hereby made a part of the Concession Agreement
und considered as having equal force and effect with the other
provisions thereto. Annex “E-1" will be substituled for and
replace Annex “E" of Law No. 8 of 1981 when all operations
are transferred from the Operator to the Operating Company,

A new amnex, Anncx “G”, entitled “Old Oil Quantities”, is
added to Article 1T of Law No. 8 of 1981 and is hereby made a
part of the Concession Agreement and considered as having
equal force and effect with the other provisions thereto.

3. Amendments to Artlicle 14%

Work Program, Expenditures and Management of Operations

I- New paragraphs are added at the end of Article IV {b) of Law

No. 8 of 1981 as follows:

(1Y CONTRACTOR shall spend over a period of three (3)
Years, commencing with the New Oil Cost Recovery
Date, capital expenditures and Operating Expenses of
nat less than Filly-Seven Million U.S. Dollars {U.S.
$57.000,000). Of this total, CONTRACTOR commits
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1o spend @ minimum of Twenty-Nine Million US,
Dollars (U.S. $29.000,000) in capital expenditures. I(

at the end of such three (3) Year

CONTRACTQOR has expended less than Fifty-Seven
Million U.S. Dollars ($57,000,000) in aggregate or

less than Twenty-Nine Million U.S.

($29,000,000) for capital cxpenditures, then the
shortfall shall be paid by CONTRACTOR to EGPC 1n
cash. The amount payable by CONTRACTOR to
EGPC shall be the greater of : {a) the difference
hetween the actual capital expenditures in such period
and Twenty-Nine Million U.S. Dallars ($29,000,000};

or (b) the difference hetween the actual

expenditures and Fifty-Seven Million U.S. Dollars
($57,000.000). All expenditu!®s pursuant 1o this Article
1V {b) (1), including any cash payments to EGPC,
shall be cost recoverable uader the terms of (he
Concession Agreement.  Any payments made (o
EGPC under this Article [V (b)(1) sall be classified as
Cxploitation and Development Expenditures for the
purposes of suid cost recovery. To the extent that any
funds are received hy CONTRACTOR prior to the
Operating Comapny <oming into effect or Operating
Company (hereafter, from a third party for services
performed, then said funds shall not aflect or be
considered in the calculation of any of the commitment
amounts,: Lhe amounts expended, or the payments due

under this Article IV (b)(1).

(2)  On the Effective Date of this Amendment, OCEAN
shail submit to EGPC a Letter of Guaranty in the form

as provided in Annex “C-1".
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2- Article IV (¢) of L.aw No. 8 of 198! shall remain in effect as
written until the Operating Company assumes the position of

Operator,

Thercafter, Article IV (¢) shall be deleted in its

entirety and replaced wilh new sub-Articles (i), (i), (iii), (iv).
and(v) as follows:

)

(i1)

Not later than tour {(4) months before the end of the
current Financial Year (or such other datc as may be
apreed upon by BEGPC and CONTRACTOR), and
lour {4) months preceding the commencement of each
succeeding Financial Year thereafter (or such other
date as may be agrecd upen by EGPC and
CONTRACTOR), the Operating Company will
prepare an annual Work Program and Budget setting
foith the Explovation, Development and Producing
operattons which Operator proposes to  carry out
during the ensuing Financial Year. The Work
Program and Budget shall be submitted to the Board
of Directors for approval,

Not later than the twentieth (207) day of each month,
the Operating Company  will  formsh 10
CONTRACTOR a written estimate of its total cagh
requirements for expenditure for the first hall’ and the
second half of the succéeding month, cxpressed tn
U.S. Dollars and having regard 1o the approved Work
Program and Budget. Such estimate shall {ake into
consideration any cash expected 10 be on hand at
month end.

(iii) Payment for the appropriatc period of each month shail

be made to the cosrespondent bank designaied in
paragraph {iv) below on the first (1) day and Lhe
fifteenth (15'") day, respectively, or the next following
business day, if such day is not a business day.
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{iv)

V)

The Operating Company is authorized ta keep at its
own disposal abroad in an account(s) opened with a
correspondent bank of the National Bank of Eeypt,
Caire, the foreign funds advanced by CONTRACTOR.
Withdrawals from said account{s) shall be used for
payment  of goods and services acquired and for
transferring (o a tocal bank in the A.RE. Within
thirty (30} days after the cnd of cach Financia! Year,
Operating Company shall provide to the appropriate
exchunge control authoritics in the Arab Republic of
Egypt, a stalement duly certified by a recognized Tirm
of auditors, showing the funds credited to that account,
the disbursements made out of thut account(s) and the
balance outstunding at the end of each Year.

Il and for as long during the period of Production
Operations there exists an excess capacily in facilities
which cannot during the period of such cxcess be used
by the Opcrating Company, EGPC and
CONTRACTOR will consult together 1o find a
mutually agreed formula whercby EGPC may use the
excess cupaciy it il so desires as long as thete is no financial
or operavonal disadvantage to CONTRACTOR.”

3- Asticle IV {d) first paragraph of Law No. 8 ol 1981 is modified
to read as follows:

“(d)

CONTRACTOR shall provide all necessary funds to
Lhe Operating Company for purchase of all materials,
equipment and supplics required to be purchased or
contracted for Exploration, Developinent, Exploitaiion
and other Petrolcum Operations pursuant to the
approved Work Program and Budget and EGPC shall
not be respomsthle, bear or repay any of aforesaid
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costs. Operating Company shall purchase all matenals,
cquipment and supplies required ta be purchascd or
contracted for Exploration, Development, Exploitation
and other Petroleurn Operations pursvant to the
approved Work Program and Budget™.

4- Article IV {f) of Law No. 8 of 1981 is deleted in its entirety,

4. Amendments to Article V

Recovery of Costs and Expenses:

I- The phrase “(As described in Annex D, 8)" at the end of Article
V (7 Xiii} is delcted.

2= Article V {a}i) of Law No. 8 of 1981 is deleted in its entirety
and replaced with new sub-Asticles (1), {i1) and (iii) as follows:

Subject to the auditing pravisions provided for in thig
Concesston  Agrcement, CONTRACTOR  shall
recover all costs and expenses accounted for in
accordanc with Anpex D-1 of all the operations under
this Concession Agreement, 10 the extent and out of
an amount egual to twenty-five percent (25%) of all
Old Oil and forty percent (40%) of all New Qil
produced and saved in each Quarter hereunder and not
used in Operations, and before deducting Government
Royalty. Such percentages of Crude Oil are hereinafter
referred to as “Cost Recovery Crude Qil”, Recovery
of capital expenditures incurred prior to the New Oil
Cost Recovery Date and related to Old Oil shall be
recovered entirely from that portion of Cost Recovery
Crude Otl that is Old Otl (an amount equal to twenty-five
percent (25%) of Old O1l), and shall be recovercd at a
ratc of twenty-five pereent (25%) per annum allocated
Quarterly commencing with the Year capital expendituce -
18 incurrcd. Recovery of capital expenditures incurred
and paid on or after the New Oil Cost Recovery Date
or related to New Qil shall be taken entirelv from that
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portion of Cost Recovery Crude Oil that is New Qil
(an amount cqual to forty percent (40%) of New Oil),
and shall be recovered at a rate of twenty-five percent
(25%) per annum allocated Quarterly commencing
with the Year New Oil is produced or the Tax Year in
which such expenditures are incurred, whichever is

the later.

(i) Operating Expenses incurred before the New Oil Cost
Recovery Dale that relate to Old il and that are
recoverable by carry forward after the New Qi) Cost
Recovery Date may only be recovered from that
portion of the Cost Recovery Crude Ol that is Old
Oil. All Operating Expenses incurred after the New
Qil Cost Recovery Date or related to New Qil shall be
ullocated for recovery between INew Oil und Old Qil
based on the rcspective production thereof (on a
guantity basis) in a given Quarter and shall be

recovered in the Quarter incurred.

{in) To the extent that in any Quarter the total costs and
expenses (o be recovered are in excess of the value of
the Cost Recovery Crude Oil. such cxcess shall be
carricd forwurd and added to the total costs and
cxpenses to be recovered in the next succeeding
Quarter or Quarters until such costs and expenses are
fully recovered, but in no case after the termination of
this Concession Agreement. All costs and expenscs
that are allocated for recovery from New Oil shali be
entitled o be recovered only from that portion of the
Caost Recovery Crude Oil that is New Oil. All costs
and expenscs that are allocated for recovery from Old
0il shall be entitled to be recovered only from that
portion of the Cost Recovery Crude Oil that is Old

Qil."”
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3- Paragraph (b) of Article V of Law No. 8 of 1981 is deleted in its
cntirety and replaced with the following:

“(b) The amount of Crude Oil rcmaining after Cost Recovery
Crude Oil is taken shali be shared s follows:

1 - Of the remaining seventy-five percent (75%) of Old
Qil produced and before deducting royulty, EGPC
shall be entitled 1o take and receive eighty-five
perént (83%) and CONTRACTOR shall be entitled
to take and receive fifteen percent {15%) of the total

_ daily production of such Oid O1l.

2 - Of the remaiming sixty. percent (60%) of New Ol
produced and hefore deducting royalty, EGPC and
CONTRACTOR shall each he entitled to take and
reccive the following percentages of the average
daily production of such New Oil:

(i)

(ii)

For toral daily production rates from zero 1o
forty (4€}) thousand barrels of New Qi per
day, EGPC cighty-two percent (82%) and
CONTRACTOR eighteen percent {18%).

For increments of total daily production
above forty (40) thousand barrels of New
il per day, BGPC eighty-five percent (85%)
and CONTRACTOR fifteen percem
(15%)."

5. Amendmenis to Article V11

Joint Company

- On the Effective Date of this Amendment all of Operator's
duties, obligations, policics and procedures will transfer to the
Operating Company, the term “Joint Company™ wherever
mentioned in Law No. 8 of 1981 shall be deleted and
substituted with the term “Operating Company.”
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2 « Puragraphs {a), (b) and (¢) of Article VII of Law No. 8 of 1931
are del¢led in their entirety, and replaced with the following:

“(a)

{b)

(c)

Within thirty (30) days after Commercial Discovery,
the Charter of the Joint Company (attached as Exhibit
“E” to the Congession Agreement) took effect and the
Joint Company camc Into existence without any
fuither procedures.

As soon as practicable after the Effeclive Date of the
Amendment, EGPC and CONTRACTOR shall
change .the name of the Joint Company formed
purseant 1o Annex “E” of the Concession Agreement,
from Suez Esso Petroleum Company (abbreviated as
“SUESSO”) o East Zeit Petroleum Company
{ubbreviated as “ZEITCO"). Said Joint Company
shall be transformed into an Operating Company
pursuant to the Charter of Operating Company attached
as Annex “E-1" of the Amendment. Said Operating
Company shall continue te be & non-profit company.

Operating Company shall, from the dat¢ it assumes
the position of Operator, conduct operations under the
Concession Agreement in accordance with the
decisions respecting such operations as may be
approved by the Board of Directors of such Operating
Company, according to the provisions of this Article
VII of the Concession Agreement.

Operating Company shail be subject to the Jaws and
regulations in force in the AR.E. to the extent that
such laws arc not inconsistent with the provisions of
Law No. 8 of 1981 as amended by this Amendment.
However, Operating Company and CONTRACTOR
shall, for the purpose of the Concession Agreement,
be exempled from the following laws and regulations
as now ot hereafter amended or substituted:
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(i) Law No. 48 of 1978, on the employee reguiations
of public sector companies;

(i1) Law No. 159 of 1981, promulgating the law on
joint stock companics, parlnership limited by
shares and Jimited liability companies,

(111} Law No. 97 of 1983, promulgating the law conceming
public sector organizations and companics.

(ivy Law No. 203 of 1941, promulgating the law on
public husiness sector companics; and,

(v) Law No. 38 of 1994, organizing dealings in
forcign currencies.”

3 - A new paragraph (g) is added to Article VII af T.aw No. 8 of
1981 after paragraph (f) as follows:

“(g)

Operating Company is authorized 1o keep at its own
disposal abroad in an account opened with a
corpesponding bank of the National Bank of Eaypt.
Cairo, the forcign funds provided by CONTRACTOR.
Withdrawal from said account shall be used for
payment for goads and services aguired abroad und
for transferring 10 a local bank in the A.RE. the
required amount to mect the expenditures in Egyptian
Pounds for Operating Company in connection with its
activitics under this Concession Agreement.”

6. Amendments to Arficle X

Customs Exemptions

Paragraph (g) of Article X of Law No. 8 of 1981 is delcled 1n its

At

24
194

)

entirety and replaced wilh the following:

EGPC, CONTRACTOR and their respective buyers
shall bc exempled from any dubies, taxes, fecs or any
other financial impost in vespect oi the export of
petroleum hereunder without any license required.”
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7. Amendments to Article XII
Records, Reports and Inspection
1. Paragraphs (a) and (b) of Article XII of Law No. 8 of 1981 arc

deleted in their entirety and replaced with the following:

“(a) CONTRACTOR and/or Operating Company shall
prepare and, at all times while this Concession
Agreement is in force, maintain accurate and corrent
recurds of its operations in the Area. CONTRACTOR
and/or Operating Company shall furnish
GOVLERNMENT or its representative, in conformity
with applicable regulations or as the GOVERNMENT

or its representative may reasonably

information and data concerning its operations under
this Concession Agreement. Operating Company will
parform the functions indicated in this Article XIIL.

8. Amendments to Article XIIJ

Responsibility of Esso for Damages to Third Parties

The paragraph under Article XIII of Law No. 8 of 1981 is deleted
in its entirety and replaced with the following:

Responsihility for Damages

“CONTRACTOR shall entirely and solcly be responsible in

law toward third parties for any damage caused by

CONTRACTOR’s Exploration operations and

indemnify the GOVERNMENT and/or EGPC against all
damauges for which they may be held Jiable on account of any

such operations.”
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9. Amendments to Article X Vi

Laws and Regulations

Article XV1 of Law No. 8 of 1981 i{s amended by adding the

following ncw paragraphs after paragraph (c):

“(dy Except as provided in Article U (f) of the Concession
Agrcement for income taxes, EGPC, CONTRACTOR
and Operating Company shall be excmpted from all

taxes and  duties, whelher imposed

GOVERNMENT or munijcipalities including among
others, Sales Tax, Value Added Tax and taxes on Lhe
Exploration, Dewvclopment, extracting, producing,
exporting, or transporting of Petroleum as well as any
and all withholding taxes that might otherwise be
imposed on dividends, interest, technical service fees,
patent and trademark royalties, and similar items.
CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR or distnibutions
of any incame to the shareholders of CONTRACTOR,

and from any tax on capital.

(¢} EGPC, CONTRACTOR, Operating Company and theit
respective contractors and sub-contraciors shalt for the
purposes of this Amendment be exempted from all
professional stamp duties, imposts and Jevies imposed
by syndica) laws with respect to their documents and

activities hereunder,

(f) All the exemptions from the application of the A.R.E.
Jaws or regulations granted to EGPG, CONTRACTOR,
Operating Company, and their contractors  and
sub-contractors under this Cooncesston  Agrecment
shall include such laws and regulations as presently in

effect or hereafter amended or substituted.
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(g)

In case of changes in existing legisiation or regulattons
applicable  to the conduct of Exploration,
Development and Exploitation of Petroleum, which
take place after the Effective Date of this Amendment
and which significantly affect the economic interest of
this Concession Agreement, as amcnded, to  the
detiment of CONTRACTOR or which imposes on
CONTRACTOR zn obligation to remit to the AR.E.
the proccéds from the sales of CONTRACTOR's
Petroleum, CONTRACTQR shall notity EGPC of 1he
subject fegislative or regulutory measure. In such case,
the partics shall negotiate possible modifications to
this Concession Agreement designed io restore the
economic bhalunce thereof which existed on the
Effective Date of this Amendment.

The partics shall use their best efforts 1o agree on
amendments to this Concession Agrecment within
ninety (90) days from aforesaid natice.

These amcndments to this Concession Agrecement
shall not in any event diminish or increase the rights
and obligations of CONTRACTOR as these were
agreed on the Effective Date of this Amendment.

Failing agrecment between the partics during the
period refcrred to abave in this paragraph (g), the
dispute may be submitted to arbitration, as provided
for in Article XXI of the Concession Agreement.”
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18. Amendments to Article XVIII
Assignment

1. The paragraphs under Arttcle XVIII or Luw No. 8 of 1981 are
deleted in their entirety and replaced with the following:

64(3)

(b)

(c)

Nejther EGPC nor CONTRACTOR may assign to a
person, lirm or corporation, in whole or in part, any of
its rights, privileges, dutics or obligations under this
Concession Agreement withot the written consent of
the GOVERNMENT,

To enable consideration to be given to any request for
such consent, the following conditions must be
fulfilled:

(1) The obligations of assignor deriving from this
Concession Agrecement must have been duly
fulfilled as of the date such request is made.

(2) The proposed assignee or assignees must submit
reasonable evidence to the GOVERNMENT of
its or their financizl and technical competence.

{3) The mstrument of assignment must include
provisions slaling precisely thal the assignee (s
bound by all covenants contaimed 1n this
Concesston Agreemenl and any medifications or
additions in writing that up to such time may
have been made. A draft of such instrument of
assignment shall be submitted to EGPC for
review and approval before betng formally executed,

Any assignment, sale, transfer or other such conveyance
made pursuant to the provisions of this Article XVIII
shall be free of any transfer, capital gains taxes or
related taxes, charges or fees including without
limitation, all Income Tax, Sales Tax, Value Added
Tax, Stamp Duty, or other Taxes or similar payments.
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(d) As long as the assignor shail hold any interest under
this Agreement, the assignor together with the
assignee shall be jointly and severally liable for all
duties and obligations of CONTRACTOR under this

Agreement.”
11. Amendments to Article XX
Force Majeure

Paragraph “b” of Article XX of Law No. 8 of 1981 is deleted

in its entirety and replaced with the following:

“(b) “Force Majeure,” within the meaning of this Article
XX, shall be any order, regulation or direction of THE
GOVERNMENT of the Arab Republic of Egypt or,
with respect to CONTRACTOR, the Government of
the United States of America, whether promulgated in
the form of a law or otherwise, or any act of God,
insurrection, riot, war, stoke, and any other labor
disturbances, fires, earthquakes, floods or any other
cause beyond the reasonable control of EGPC,
CONTRACTOR and Operating Company or any of

them.”
12. Amendments to Article XX
Disputes and Arbitration

The paragraphs under Article XXI of Law No. 8 of 1981 are
deleted in their entirety and replaced with the following:

“(a)  Any dispute, controversy or claim arising out of or
relating to this Concession Agreement or the breach,
termination or invalidity thereof, between
GOVERNMENT and CONTRACTOR shall be referred
to the jurisdiction of thc appropriate AR.E. Courts

and shall be finally settled by such Courts.
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(b) Any dispute, controversy or claim ansing out of or
relaling to this Concession Agreement, or breach,
termination or invalidity thereof between EGPC and
CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo
Regional Center for Intemationul Commercial Arbiration
{(the “Center”) in effect on the Effective Date of this
Amendment. The award of the arbitrators shall be

final and binding on the parties.
(¢) The number of arbitrators shall be three (3}.

~ {d) Each Party shall appoint one arbitrator. 1f, within thirty
(30) days after receipt of the claimunt’s notification of
the appointment of an arbitrator the respondent hus
not notified 1the claimant in writing of the name of the
arbitrator he appoints, the claimant may request the

Center to appoint the second arbilrator.

{e)  The two arbitrators thus appointed shal! choose the third
arbitrator who will act as the presiding urbitrator of
the tribunal. If within thirty (30) days after the
appointment of the second arbitrator, the
arbitrators have mnot agreed upon the chaice af the
presiding arbitrator, then either Purty may request the
Secretary General of the Permanent Court of
Arbitration at the Hague to designate the appointing
authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole
arbitrator would be appointed under Article 6.3 of the
UNCITRAL Arbitration Rules,  Such presiding
arbitrator shall be a person of a nationality other than
the A.R.E. or the United States of America, and of a
country which has diplomatic relations with the
A.RE. and the United Stawes of America, and who
shall have no economic intcrest in the Petroleum

business of the signatories hereto.
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(£)

(2)

{h)

(1)

Unless otherwise agreed by the parties to the arbitration,
the arbitration, iricluding the making of the award,
shall take place in Cairo, AR E.

The decision of a majority of the arbitrators shall be
final and binding upon the parties and the arbitral award
rendered shall be final and canclusive. Judgment on
the arbitral award rendered may be entered in any
court having jurisdiction, or application may be made
in such court for a judicial acceptunce of the award
and for enforcement, as the case may be.

Egyptian Law shall apply 1o the dispute except that in
the eveat of any conflict between Egyptian Laws and
this Concession Agreement the provisions of this
Concession  Agreement  (including the arhitration
provision) shall prevail. The arbitration shall be
conducted in the English language.

EGPC and CONTRACTOR agrce that if, for whateyer
reason, arbitration in accordance with the ahove
pracedure cannot take place, or is likely to tike place
under circumstances for CONTRACTOR  which
would prejudice  CONTRACTOR's right to  fair
arbitration, all disputes, controversies or claims
ansing out of or relating to this Concession
Agreement or breach, lermination or invalidity thereof
shall be settled by ad hoc arbitration in accordance
with the UNCITRAL Rules in effect on the Effectjve
Date of this Amendment.”
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(3. Amendments to Article XXIV
Arabic Text and the Original

i.  The paragraph under Article XXIV of Law No. 8 of 1981 js
deleted in its entirety and repluced with the following:

"The Arabic version of this Concession Agrcement shall,
before the courts of the A.R.E. be referred to in construing
or interpreting this Concesston Agreement; provided
however, that in any arhitration pursuant to Article XXI of
this Concession Agreement  between JEGPC  and
CONTRACTOR the English and Arabic versions shall
both be referred to as having equal lorce in construing ot
interpreting the Concession Agreement,”

14. Generat

The topical headings used in this Amendment are for
convenience only and shall not be construed that all of the
provisions of this Amendment relating to any topic are to be
found 1n any particular Anticle.

15. Approval by the A RE. GOVERNMENT

This Amcndment shali not be binding upon the partics hereto
unless and until a4 Jaw is issued by the competent authortics of
the ARE. authorizing the Minister of Petroleum to sign this
Amendment and giving it the full force and effcct of law,
notwithstanding any countervailing GOVERNMENTAL enactment,
and this Amendment js signed by the GOVERNMENT, EGPC,
and CONTRACTOR.

OCEAN EAST ZEIT PETROLEUM, I.TD.

BY: -

e k. P,

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY:

-

ARAB REPUBLIC OF EGYPT

BY:
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ANNEX “C-1"
LETTER OF GUARANTY

Dafe:

Egyptian General Petroleum Corporation
New Maadi - Palestine St., 4% Sector
Post Number 11742 Cairo

Atlcmion: Chairman

Gentlemen;

Reference s made to the Amendment of Law No. 8 of 1981 {or
petraleur exploration and expluitation in East Zeit Offshore Area by and
among the Government of the Arab Republic of Egypt {("A.R.E.”). The
Lgyptian General Petroleum Corporation ("EGPC”), and Ocean East Zeit

Petroleum, Ltd. ("OCEAN™).

OCEAN hereby undertakes that if CONTRACTOR spends during
the three {3) years period from September 1, 2001 through August 31,
2004, less than the minimum amount specified for such period under
Article IV (b}(1) of the Concession Agreement, EGPC shall nolify
OCEAN in writing of the amount of the shortfalt. Within sixty {60) days
of receipt of said natice, OCEAN shall pay EGPC the shortfall amount in
cash or transfer to EGPC a quantity of crude oil sufficient in value to

cover the shortfall,
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In case said crude oil shall be transferred, it will he deducted from
QOCEAN’s share of crude oil production from development lcases in the
Arab Republic of Egypt in which OCEAN holds an interest. Said crude
oil shall be valued at the time of the transfer to EGPC in accordance with
the provisions of the Concession Agreement from which the crude oil 1s
transferred.

'OCEAN may at any time between the date hercof and the date on
which this letter of Guaranty shall expire submit a bank guaranty of the
shortfall in a form satisfactory to EGPC, in which event the provisions of
this letter shall automatically lapse and be of no elfect.

This letter of Guarunty shall expire and be void on the date of
completion or performance of OCEAN's financial obligations according
to the provisions of the Concession Agreement.

Oceuan East Zeit Petralevm, Lid.

By --
Name:
Title:
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ANNEX “D-1"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

(a)" Definitions

The definitions contatned tn Article 1 of the Cancession Agrcement

shall appi); to this Accounting Procedure and have the same meanings,

(b} Statements of Activity

1.

)

CONTRACTOR shall, until Operating Company becomes
Operator, render to EGPC within thirty (30) days from the end
of cach Quarter a Statement of Development and Exploration
Activity reflecting all charges and credits related to the
Development and Exploration operations for that Quarter
summarized by appropriate classifications indicative of the nature
thereof,

Following its becoming into existence Opcrator, Operating
Company shall render to EGPC and CONTRACTOR within
fifteen (15) days frem the end of each Quarter a Stalement of
Development and Exploration Activity reflecting all charges and
credits related to the Development and Exploration operations
for that Quarter summarized by appropriate classifications
indicative of the nature thereof except that items of controllable
material and unusual charges and credits shall be detailed.
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{c} Adjustments and Audits:

1

Each Quarterly Statement of Development and Exploration
Activity pursuant to paragraph (h) (1)} above shall conclusively
be presumed to be true and correct after three (3} montis
following the receipt of each Statement by EGPC unless within
the said three (3) months EGPC takes written exception thereto
pursuant to the Concession Agreement. During the said three (3)
months period supporting documents will be available for
inspection by EGPC during alt working hours. CONTRACTOR
will" have the same audit rights on Operating Company
Statements as EGPC under this subparagraph,

2. Al Statcments of Development and Exploration Activity for any

Quarier pursuant to paragraph (b) (2) abave, shall conclusively
be presumed to be true and correct three {3) months following
the receipt ot such staternent unless within the said three (3)
months period  EGPC or CONTRACTOR takes writlen
exception thereto. Pending expiration of said three (3) months
EGPC or CONTRACTOR or both of them shall have the right
to audit Operating Company accounts, records and supporting
documents for such Quarter,

(d) Currency Exchange:

Both CONTRACTOR's and Operating Company’s books for
Development and Exploration, if any, shall be kept in the A.R.E. in
U.S. Dollars. All U.S . Dollar expenditures shall be charged in the
amount expended. All Egyptian Pounds expenditures shali be
converted to U.S. Dollars at the applicable rale of exchange issued
by the Central Bank of Egypt on the first day of the month in which
expenditures are recorded and all other non-U.S. Dollar expenditures
shall be translated to U.S. Doilars at the buying rate of exchange for



L S TR L BFRPUEL L L PRV IS L YV VI

PSS JIPY PO P i S CHECRE JER UL T S PAR D e
Sl b S Hhaaedd ol Slan o Badzon s | Dl ad D03
i N Ak Y U s a3 il ] &l i
L XSl N
2 Subaiadl e 4 BAUY i i (o8 )
R PR U TN RIS ) EE I VS P FYE YR B
e Jamg s (I ST o i 16
S ol WUttt 1 Bt Syt gl o Dbl G s
P UTFTSIR URCR NG JUS RSN PSSO JR
: Jabland] s DSty lumad! faoad pas ()
P bl L) e S0l SULad! Jad C3y o o ..?J-"‘J B!
LU S Wy e bl Ol Ll Ailese Y pus o] 15 o Lsl i
. rljzl‘ﬂi._.iu.il Jb A 51,200
( daiblr Bal i)
il 1§ g e 14wl 52U
S 2y « Nl OBy il ly aSS  S LISl LW IS e e
Lot o bl bl il U i 32590 L8 5075 05 2L g bl
el U e Ll 35 SN Sy 3 sy Jalnl s ks Shy



oY Y. ¥ L ez YV () YA aalh - MR 2

such currency as quoted by National Westminster Bank Limited,
London .at 10.30 a.m. G.M.T., on the first day of the month in which
expenditurcs are recorded. A record shall be kept of the exchange
rates used in translating Egyptian Pounds or ather non-U.S. Dollar
expenditurcs to U.S, Dollars.

(®) -Precedenfe of Documents:

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

{f) Revision of Accounting Procedure:

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

(g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank guarantecs shall not at any time be charged as
recoverable costs under the Concession Agreement,

ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Concession Agreement, CONTRACTOR
shall alone bear and pay, cither directly or through Operating Company,
the following costs and expenses, which costs and cxpenses shall be
classified and allocaled to the activities according to sound and generally
accepted accounting principles and treated and recovered in accordance
with Article V of this Concession Agreement:
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(a) Surface Rights

All

direct cost attnbutable to the acquisition, renewal or

relinquishment of surface rights acquired and maintained in force
for the Area.

{(h) Labor and Related Costs

(1)

Salaries and Wages of CONTRACTOR’s or Operating
Company’s cmployees, as the case may be, directly engaged
in the various activiies under the Concession Agreement
including salarics and wages paid to geologists and other
employees who are temporurily assigned to and emploved in
such activities. Such salaries and wages to be certified by a
certified public accounting firm.

Rcasonable revisions of such salaries and wages shall be
cifected to take into account changes in CONTRACTOR s
policies and umendments of laws applicable to salarics. For
the purpose of this Article I {b) and of Atticle II (<), salaries
and wages shall mean the assessable amounts for AR.E.
Income Taxes, including he salaries during vacations and
sick leaves, but excluding all the amounts of the other items
covered by the percentage fixed under (2) below.

For cxpatriate employees permancntly assigned to Egypt
1. All allowances applicable to sularies and wages.
2. Cost of established plans; and

3. All travel and relocation costs of such expatnale
cmployees and their families o and from the
employee’s country or point of origin at the time of
employment, 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 {rom the A.R.E. to another location other
than their country of origin shall not be charged to
A R.E. Operations).
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Costs under this Article IT (b)(2)} shall be deemed to be
equal to seventy two percent (72%) for expatriate
personnel married and accompanicd by their spouses
and fifty seven percent (57%) for expatriate peronnel
either single or not accompanied by their spouscs ta
Lgypt. These percentages rcfer to basic salaries and
wages paid for such expatriate persomnel including
those paid during vacations and sick leaves as
established in CONTRACTOR’s internaticnat policies,
chargeable under Article If (b) (1), Article II (1), Article
11 (k) (1) and Article II {k) (3) of this Annex.

However, salaries and wages during vacations, sick
leaves and disability are covered by thc forcgoing
percentage. The percentage outlined above shall be
deemed to reflect CONTRACTOR's actual costs as of
the Effective Datc with regard 10 the following benefits,
allowances and costs:

. 1. Tlousing and Utilities Allowance.
Commodities and Services Allowance.
Special Rental Allowance.

Vacation Transportation Allowance.
Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.

Mo B W

Education Allowances (Children of Expatriate
Employees).

8. Hypothetical U.S. Tax Offset (which results in a
reduction of the chargeable percentage).

9.  Storage of Personal Effects.

10, Housing Refurbishment Expense.
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1.
12.
13.
14,
15.
16.
17.

18.
19.

Property Management Service Fees.
Recreation Allowance.

Retirement Plan.

Group Life Insurance,

Group Medical Insurance.

Sickness and Disability.

Vacation Plans Paid {Excluding Allowable Vacation
Travel Expénscs).

Savings Plan.
Educational Assistance.

Military Service Allowance.

. BLCA,

Workman's Compensation,

. Federal and State Uncimployment Insurance.
. Personnel Transfer Expense.

. National [nsurance.

Any other Costs, Allowances and Benefits of a like
nature as established 1 CONTRACTOR's Interna-
ticnal Policies.

The perccntages outlined ahove shall be reviewed at
intervals of three (3) Years from the Effective Date and
at such time CONTRACTOR and EGPC will agree on
new percentages to be used under this paragraph,

Revisions of the percentages will take into consideration
viriances in costs and changes in CONTRACTOR's
international policies which change or exclude any of
the above allowances and benefits,
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The revised percentages will reflect as neurly as possi-
ble CONTRACTOR’s actual costs of ali its established
allowances and benefits and of personnel transfers,

(3} For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and ali travel relocation
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 Article [ (k) (2) of this Annex.

(4) Costs of expenditure or contributions made pursuant to law or
assessment imposed by GOVERNMENT authority which are
applicable to labour cost of salartes and wages as provided
under Article If {b) (1), Article II (b)(2), Article 11 (i), Article
I1{k) (1) and Article I1 (k) (3} of this Annex.

{) Benefits, Allowances and Related Costs of National Employees

Bonuses, overtime, customary alijowances and benefits on a
basis similar to that prevailing for o1l companies operating in the
ARL,, all as chargeable under Article II {(b) (1), Article IT (i),
Article IT (k) (1) and Adicle II (k){3) of this Annex. Severance pay
will be charged at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum liability for severance payment
as requited under the A.R.E. Labor Law,

(d) Material

Material, equipmeni and supplics purchased or furpished as such
by CONTRACTOR or Operating Company.
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(1) Purchases:

Matertal, equipment and supplies purchased shall be at the price
paid by CONTRACTOR or Opcrating Company plus any rclated costs
and alter deduction of all discounts actually received.

(2) Material Furnished by CONTRACTOR:

Malerial required for operations shall he purchased directly
whenever practicable, except that CONTRACTOR may furnish such
material from CONTRACTOR's or CONTRACTOR's Affiliated Companies
stocks outside the AR E. under the following conditions;

. New Material (Condition “A”™)
New Material transferred from CONTRACTORs or CON-
TRACTOR's Affilisted Compantes warchouse or ather prop-
erties shall he priced at cost, pravided that the cost of matenial
supplied is not higher than international prices for material of

similar quality supplied on similar terms, prevailing at the
time such material was supplied.

Used Material {Conditions “B* and “C*)

&

2)  Material which is in sound and serviceable condition and
is suitable for reuse without recondiioning shalt be
classed as Condition “B” and priced at seventy-five
percent (75%) of the pnice of new malertal.

b}  Material which cannot be classificd as Condition “B” but .
which is serviceabie for original function but substantial-
Iy not suitable for reconditioning, shall be classed as
Condition “C” and priced at fifty percent (50%) of the
price of new matenal.

c¢)  Matertal which cannot be classified as Condition “B” or
Condition “C" shall be priced at a value commensurate
with its use.
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d)  Tanks, buildings and other cquipment involving erection
costs shall be charged at applicable percentage of
knocked down new price.

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the malerial
fumished beyond or back of the dealer’s or manufacturer’s
guarunty; and in case of defective material, credit shall not be
recorded until adjustment has been received by CONTRACTOR
from manufacturers or their agents.

(¢} Transportation and Eraployee Relocation Costs

(1)  Transportation of cquipment, materials and supplies neces-
sary for the conduct of CONTRACTOR’s or Operating
Company’s activities.

(2)  Business travel, and transportation expenscs to the extent
covered by established polictes of CONTRACTOR or with
regard to expatriate and national employees, as incurred and
paid by,or for, employees in the conduct of CONTRAC-
TOR’s or Operating Company’s business.

(3) Employees transportation and relocation costs for national
employees to the extent covered by established palicies.

{f) Services

(1} Outside services. The costs of contracts for consultants, scr-
vices and utilities procured from third parites.

(2)  Cost of services performed by EGPC or by CONTRACTOR
or their Affiliated Companies in facilities instde or outside
the A.R.E. Regular, recumng, routine services, such as
interpreting magnetic tapes and/or other analyses, shall be
performed and charged by EGPC and/or CONTRACTOR or
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{g)

(h)

their Affiliated Companies at an agreed contracted ptice.
Major projects involving engineering and design services
shall be performed by EGPC and/for CONTRACTOR or
their Affiliated Companies at a negotiated contract amgunt.

(3) Usec of EGPC's, CONTRACTCR s or their Alliliated Com-
panies’ wholly owned equipment shall be charged at a ren-
tal rate commensurate with the cost of ownership and oper-
ation, but not in excess of competitive rates currently
prevailing 10 the, A R.E.

(3)  CONTRACTOR’s and CONTRACTOR s Affiliated Com-
panies’ rates shall not include any administrative or over-
head costs other than what is mentiened in Acticle I1 (k) (2).

Damages and Losses

Al costs or expenses, nccessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
causc not controllable by CONTRACTOR or Operating Company
through- the cxercise of reasonable diligence. CONTRACTCR or
Operating Company shail furnish EGPC and CONTRACTOR
writlen notice of damages or losscs incurred in excess of ten thou-
sund {$10.000) U.S. Dollars per occurrence, as soon as practicable
after report of the same has been reccived by CONTRACTOR or
Qperating Company.

Insurance and Claims

The cost of any public liability, property dumge and other insu-
rance against liabilites of CONTRACTOR, Operuting Company
and/or the parties or any of them to their cmployees and/or outsiders
as may be required by the laws, rules and regulations of the
GOVERNMENT or as the partics may agree upon. The proceeds
of any such insurance or claim collected, less the actual cost of
making a claim, shall be credited against opcrations.
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(k)

If no insurance is carried for a particular risk, in accordance with

- good international oil field practices, all rclated actual expendi-

tures incurred and paid by CONTRACTOR or operating Company
in scttlement of any and al] losscs, claims, damages, judgments
and any other expenses, including legal services.

Indirect Expenses

Cump overhead and lacilitics such a5 shore base, warchouses, wa-
ter systems, road systems, salaries and expenses of field supetvi-
sory personncl, field clerks, assistants and other general employ-
ees indirectly serving the Area.

Legal Expenses

All costs and expenses of litigation, or legal services olhcrwise
necessary or ¢xpedient for the protection of the Area, including at-
tomey's fees and expenses as heretnalter provided, together with
all judgments obtaincd against the parties or any of them on ac-
count of the operations under the Concession Agreement, and ac-
tual expenses incurred by any party or parties hereto in securing
evidence for the parpose of defending against any action ar claim
proseculed or urged against the operatipns or the subject matter of
the Concession Agrecement. In the event actions or claims affect-
ing the interests hereunder shall be handled by the legal stall of
on¢ Or more of the parties hereto, a charge commensurate with
cost of providing and furnishing such services may be made to op-
erations.

Administrative Overhead and General Expenses

(1) While CONTRACTOR is conducting Exploration operations,
the cost of staffing and maintaining CONTRACTOR's head
office in the ARE. and/or other offices established in the
A R.E. as appropriate, other than field offices which will be
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charged as provided in Article IT (i) and cxcepting salaries of
crmployces of CONTRACTOR who arc temporanily assigned
to and directly serving in the Area, which will be charged as

- provided in Article IT {b) of this Annex.

CONTRACTOR's administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. shall be
charged each month at the rate of five percent (5%) of total
Exploration expenditures where CONTRACTOR catries out
Exploration operitions, provided that no administrative over-
head of CONTRACTOR outside the A.RE. applicable (o
AR.E. Exploration operations will be charged for Explora-
tion operanions conducted by Operating Compuany. No other
direct charges as such for CONTRACTOR's administrative
overhead outside the A.RE. wil) be applied against the Ex-
ploration obligations. Examples of the type of costs CON-
TRACTOR is incurring and charging hereunder due (o activi-
ties under this Concession Agreement and covered by said
percentage are:

1. Exccutive - Time of executive officers.

t-a

Treasury - Financial and exchange problems,

3. Purchasing - Procuring materials, equipment and sup-

plies.
4. Exploration and Production - Directing, advising and
controlling the entire project.
5. Other departments such as legal, comptrolicr and

engineering which contribute time, knowledge and
expenence to the operations.

The forcgoing does not preclude charging for direct service
under Article I1 () (2} of this Annex.
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(m)

(=)

(a)

(3} While Operating Company is conducting operations, Operating
Companys” personnel engaged in gencral clerical and office
work, supervisors and officers whose time 1s generally spent
in the main office and not the ficld, and all emplayees
generally considered as general and adminisirative and not
charged to nther types of expense will be charged to operations.
Such expenses shall be atlocated each month between Exploration
and Developmient operations according to sound and practicable
accounting methaods.

Taxes

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR
or Operating Company with respect to this Concession Agreement
ather than those covered by Article 111 (g} (1) of the Councession
Agreement.

Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the Concession
Agreement and incuned exclusively in the A.RE. after Operating
Company is formed. No sules expenses incurred outside or inside
the A.R.E. may be recovered as a cost,

Other Expenditures

Any costs, expenses Or expenditures, other than those which are
covercd and dealt with by the foregoin@ provisions of this Article
1f, incotred by CONTRACTOR or Operating Company under ap-
proved Work Frograms and Budgets.

ARTICLE III
INVENTORIES
Perindic Inventories, Notice and Representation:

Atrcasonable intervals as agreed upon by EGPC and CONTRAC-
TOR inventorics shall be taken by Operating Campany of the op-
crutions muterials, which shall include ult such malterial, physical
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{b)

{a)

assets and comstruction projects.  Written notice of intention Lo
take inventory shall be given by Operating Company ro EGPC and
CONTRACTOR at least thirty (30) days heforc any inventory is
to begin so that EGPC and CONTRACTOR may be represented
when any inventory is taken. [Failure of EGPC and/or CON-
TRACTOR to be represented at an inventory shall bind them to
accept the inventory tuken by Operating Company, who shall in
that event fumish the party not represented with a copy thereof.

Reconciliation und Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC. and a list of overages and shortages shall be joimtly deter-
mined hy Opcrating Company and CONTRACTOR and EGPC
and the inventory adjusted by Gperating Company.

ARTICLE IV
COST RECOVERY
Statements of Recovery of Costs and of Cost Recovery Petroleum:

CONTRACTOR shall, pursuant to Article Vil of the Concession
Agrcement, render to EGPC as promptly as practicable but not lat-
er thun fiftcen (15) days after receipt from Operating Company of
the Statements for Development and Exploration activity for the
Quarter a Statement for that Quarter showing:

1. Recoverable costs carried forward from the previous Quarter,
if any.
2. Recoverable costs incurred and paid during the Quarter.

3. Tolal recoverable costs for the Quarter equals (1) plus (2).

4. Value of Cost Recovery Petroleum taken and separately dis-
posed of by CONTRACTOR for the Quarter,
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5. Amount of costs recovered for the Quarter.

6. Amount of recoverahle costs carmied inta the succeeding Quarter,
if any.

7. Excess, if any, of the value of Cost Recovery Petroleum tak-
en and separately disposed of hy CONTRACTOR over costs
recavered for the Quarter,

{h} Payments

If such Stutement shows an amount due EGPC, payment of that
amount shall be made in U.S Dollars by CONTRACTOR with the
rendition of such Statement. Tf CONTRACTOR fails to make uny
such payvment to EGPC on the date when such payment is duc,
then CONTRACTOR shall pay interest of two and half percent
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months US. Dollars deposits
prevailing on the date such interest is calculated. Such intcrest
payment shall not be recoverable,

{(c) Settlement of Excess Cost Recovery Petroleum

EGPC has the right to take its entitlement to the Excess Cost
Recovery Petroleum under Article Vil (a) (2) of the Concession
Agreement in kind during the said Quarter. A settlement shall be
requiced with the rendition of ‘such  Statements in  case
CONTRACTOR has taken more than its own entitlement of such
Excess Cost Recovery Petroleum.

(d) Audit Right

EGPC shall have a period of twelve {12} months from receipt of
any statement under this Article 1V 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 available to EGPC duning said twelve (12)
month period.
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(a)

(b}

(¢}

ARTICLE V¥
CONTROI. AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the
total amount of Exploration expenditures reported on Statements
of activity prepared per Article T (b) (1), of this Annex, less any
reductions agreed 0 by EGPC and CONTRACTOR following
written exceptions taken by a non-operator pursuant 10 Article |
(¢). (1). of this Anncx, in order to determine when minimum
Exploration obligations have been met.

Cost Recovery Control Account

CONTRACTOR will establish a Cost Recovery Control Account
and un off-setting contra account to control therein the amount 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 clussifying costs, expenses and cxpenditures
for Cost Recovery as well as for the purpose of establishing when
the minimum Exploration obligations have been met, cosls,
expenses and expenditures shall be recorded in major accounts
including the following;

- Exploration Expenditures:.

- Bevelopment Expenditures other than Operating Expenses;
- 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 Petrolesm.



( Goesbuad] B3l )
il piad | Busdal A\S]

U 5,0 ol ¢ Zppall Bl s, 01,3 winiy oWkl F gl (e
b Tt DM 2 B Rl ais s ST Ll gly o ol Rkl 5 U
dama) sl g pp o 0 Bl Y a iy ¢ Jylial) Tleal S Y8t

Ul (S saodl o) Jor o L) s o Sucdl LAl g0 005,
Sl Lo i) Uglas Lalos aie Lo g W N1 a3t o (Y} (5) 5,0 22008
| Sy Jaa e i 1 &l

F Jmall Sl sl Ol e ge 3, (ilaadl 2 WY,
R AT Srall il gyl Alead i il JU adde g (i ol A 1)

wale <Ly

clerdl el 15 ad) Sl = B pial) pelid S5l

i al) ol el e g b o el d o = el 23

N8 PRV [ PPN U P TP NG D ES - PPCop TP E gL
Jama g5 gpp o g ol e iy il 3l el Gileid a5 iy -al)
Fob Al s e s Yy Cul

Apyall g il (3 sy e o B Sl e e i = il 2
SO NSRS TR PERRIpEN
Lopall dias 2 gall Sl

iyl e =

= Dl da it




Ab

¥ ¥ T paie TN 3 (ar) ¥4 sl = G )l i 4

ARTICLE V1
TAX IMPLEMENTATION PROVISIONS

It is undersiood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Concession
Agreement, that any ARE. Income Taxes paid by EGPC on
CONTRACTOR's Dbehalf constilute additional mcome 1o
CONTRACTOR, and this additional income is also subject to
A.R.E. income tax, thut is “grossed up”.

CONTRACTOR s annual income, as determined m Article TIT (g)
2) of this Concession Agreement, less the amount egual to
CONTRACTOR s grossed-up Egyptian income tax liability, shall
bec CONTRACTOR s "Provisional Income”.

The “gross-up value” is an amount added to Provisional Income to
give “Taxuble income”, such that the grass-up value 15 equivalent
to the A.R.E. Income Taxes.

THEREFORE .

Taxable Income = Provisional Income plus Gross-up Value
and

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

If the “A.R.E. Income Tax rale”, which means the effective or
composite tax rate duc to the various ARE. taxes levied on
income or profits, is constant and not dependent on the level of
incomgc, then:

Gross-up Value = A R.E income tax rate TIMES Taxable Income.
Combining the first and last equations above.

Provisional [ncome x Tax Ralce
i - Tax Rate

Where the tax rate is expressed as a decimal,

Gorss-up Yalue =
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The above computations are illustrated by the following numerical
cxample. Assuming that the Provisional Incame is $10 and the
ARE, Income Tax rate is forty percent (40%), then the Gross-up
Value is equai to:

$10x04

1ha = $6.67
Therfore,
Provisional Income $ 10.0G
plus Gross - up Value $ 6067
Taxable Income $ 16.67
A.R.E. Income Taxes al 40% S 667

CONTRACTOR s Incame after taxes $ 10.00
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ANNEX “E-1"
CHARTER OF OPERATING COMPANY

ARTICLE 1

A jeint stock company ("Joint Company™) having the nationality of
the ARAB REPUBLIC OF EGYPT was formed with the authorization of
the GOVERNMENT in accordance with the provisions of the Concession
Agrecement. '

The Joint Company is subject to all laws and regulations in force in
the ARE. to the extent that such laws and reguiations are not
inconsistent with the provisions of the Concession Agreernent and its
Charter,

ARTICLE 11

The name of the Joint Company is Sucz Esso Petroleum Company
(abbreviated as “SUESSQ”). Provided however, FGPC and Contractor
pursuant to the Amendment of Law No 8 of 1981 ("Amendment™) agreed
to change such name to East Zeit Petrolcum Company. Ltd. {abhreviated
as "ZEITCO™) and wansform the Joint Company into an operaling
company ("Operating Company”} in accordudce with the provisions of
the Amendment and this Charter.

ARTICLE I
The Head Office of Operating Compuny is in the A.R.E in Cairo.
ARTICLE 1V

The ahject of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the Development
Operations required in accordance with the provisions of the Concession
Agreement covering Petroleum operations in the EAST ZEIT Arca
described thercin,
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Operating Company 1s the agency to carry out and conduct
Exploration Operations in addition to Development Operations pursuant
ta work Frograms and Budgets approved in accordance with the
Concession Agreement.

Operating Company keeps account of all costs, expenses and
expenditures for such operations under the terms of the Concession
Agreement.

Operating Company 18 not engaged in any business nor undertiakes
any uctivity beyond the performance of said operations unless otherwise
agrced upon by EGPC and CONTRACTOR,

ARTICLE ¥

The authorized capital of Operating Company is twenty thousand
Egyptian Pounds divided into five thousand shares of cormmon stock with
a value of four Egyptian Pounds per share having equal voting rights,
tully patd and non - assessable. |

EGPC and CONTRACTOR cach paid for, and holds and owns, and
shull hold and own throughout the life of Operating Company, one half
(1/2) of the capital stock of Operating Company provided that only in the
event that cither party should transfer or assign the whole or any
percentage of its ownership inlerest in the entirety of the Concession
Agreement, nrdy such trunsferring or assigning pamty transfer or assign -
any of the cupstal stack of Operating Company and, in that event, such
transferring or assigning party (und its successors and assignees) muast
transfer and assign a stock intercst in Operating Company equal to the
transferred or assigned whoie or percentage of its ownership interest in
the entirety of the said Concession Agreement.
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ARTICLE VI

Qperating Company shall nol own any right, title, intcrest or estate
i or under the Concession Agreement or any Dcvclopment Lease
created thereunder or in any of the Petroleum produced from any
Exploration Block or Development Lease thersunder or in any of the
asscts, cquipment or other properly obtlained or uwsed in connection
therewith, und shall not be obligated as a principal for the financing or
performance .ol any of the duties or obligations of either EGPC or
CONTRACTOR under the Cencessiaon Agreement. Operaling Company

shall not make any profit from any source whatsoever.
ARTICLE VII

Qperaling Company shall be no more than an agent {or EGPC and
CONTRACTOR. Whenever it is indicated heremn that Operating
Compuny shall decide, take action or make u proposal and the like, it is
understood that such decision, or judgment is the result of the decision or
judgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR, as

muy be required by the Concession Agreement.
ARTICLE VIII

Operating Company has a Board of Directors consisting of cight (8)
members, four (4) of who have been designated by EGPC and the other
four (4) by CONTRACTOR. The Chairman shall be designated by
EGPC and shal! also be & Managing Dircctor. CONTRACTOR shall be

designated the General Manager who is also a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shall be valid if a majonty of
the Directors are present and any decision taken at such meetings must
have the affirmative vote of five (5) or more of the Directors: provided,
however, that any Director may be represented and vote by proxy held by

another Director.
ARTICLE X

Cieneral meetings of the Shareholders shall be valid if 2 majority of
the capital stock of Opcrating Company is represented thereal. Any
decision taken al such meetings must have the affinpative vote of

Shureholders owning or representing a majority of the capital stack.
ARTICLE XI

The Board of Directors shall approve the regulations covering the
terms and condinons of employment of 'the personnel of Operaling
Campany emploved directly by Operating Company and not assigned
thercta by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by
a General Meeting of the Shareholders, in accordance with the provisions

of Article X hereof.
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ARTICLE XIi

- As of the Effective Date of the Amendment, the transfer of Joint
Compuny o Operating Company shall be effective and Operating
Campany shall commence to apply the pravisions of the Concession
Agreement. The Board of Directors shall take the appropriate procedures
ta ensure the continuity of work.

. The duration of Operating Company shall be for a period equsl to
the duraiton of the Concession Agreement including any renewal thercof,

The Onperating Company shall be wound up if the Cancession
Agreement referred 10 above is terminated for any reason as provided for
therein,

QCEAN EAST ZEIT PETROLEUM, LTD.

BY @

Date: oo

EGYPTIAN GENERAL PETROLEUM CORPORATION,
BY :

Date: ........
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OLD Oil Quantities

ANNEX “G”

Based on LExisting Wells Production Forecast with No New Investment

Last Zeit Concession, Gulf of Suez, Egypt

Average Quarterly
Daily Oon -
Rile Quantilies
Date BOHD TR MBO
Jul-Bi RAx 201
Au-0i A T A5G
Sep-t L b Sgpt 283
[e1-(41 BN Qv
Nay-tHl R OTR
e (K] 2.070 | 2IHX) 751
Janet LM I
Teh-01 7 69% QTR
Mur-til 203 2001 423
Apr-trl T34 Pl
Muy-Ut 13 QTR
Jun-01 TOIT 2001 658
Jul U1 6929 In
Aug-Ul 0.745 I
Sep-tH (.644 20 £34
et 01 4504 an
Nov-0] 320 UTK
- Pec-01 3237 2001 86
Jun-02 (R I
Fueb 02 54929 QTR
Mar-02 S.7¥] 2002 524
Apr-02 5030 2
May-02 5,405 QTR
Jun-2 535K 2002 _snn |
Jul-n2 5.224 ad
Aug-02 5094 QTR
Sepel2 ERIG ), IN 204
102 4,842 4
Noy-D2 a2 QIR
| Decz  aens | | deoz a4
Jan-(22 4,488 I
Feb-03 4.3% QTR
Mar-03 4204 2003 304
Aps-03 4. 1060 2ed
May-03 1.054 QTR
Jun-03 1834 2003 369
Jul-03 RSB KL
Aug-02 1.754 OTR
Sep-03 1665 203 344
At 03 1573 an
Novef)3 1484 QTR
Dee-03 1301 | | 2003 321

Average Quarterly
Daily (87}
Rate Quantities
Date  BOPDR QTR MBO |
Jan-04 312 I
i Reb-(4 3,229 QTR
Mur 04 3,149 2{04 294
Anr-04 3,000 Ju
May-0d 293 QTR
Tun Nd 2018 2103 212
Jul-04 2,548 3
Aug.04 2,774 QTR
Sep-14 2612 2004 253
P i 2.400 i
| Nov st 2316 QTR
[Yee 4 20K 148
TOTAL 7.900




