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AMENDING AGREEMENT
OF THE CONCESSION AGREEMENT
ISSUED BY LAW NO. 65 OF 1973
AS AMENDED BY VIRTUE OF LAW NQO. 138 OF 1974
AND LAW NO. 7 OF 1978
FOR PETROLEUM EXPLORATION AND
EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND

THE EGYPTIAN GENERAL PETROLEUM

CORPORATION

AND

THE GENERAL PETROLEUM COMPANY
AND

PETZED INVESTMENT AND PROJECT MANAGEMENT LTD.
AND
GREYSTONE PETROLEUM (EGYPT) LIMITED
AND
PICO INTERNATIONAL PETROLEUM SERVICES PANAMA S.A.
IN

SHUKHEIR OFFSHORE AREA
GULF OF SUEZ

A.RE
This Amending Agreement is made this  day of , 2005 , by and
between the ARAB REPUBLIC OF EGYPT (hercinafter referred to as

"AR.EE." or as the "GOVERNMENT"), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created by Law No. 167

of 1938 as amended (hereinafter rcferred to as "EGPC") , The
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GENERAL PETROLEUM COMPANY, a public sector company
organized and existing according to the Presidential Decree dated
2/9/1957 (hereinafter referred to as "GPC"), PETZED INVESTMENT
AND PROJECT MANAGEMENT LTD., a limited liabihty company
organmized and existing under the taws of Gersy state ,United Kingdom
( hereinafier referred to as "PETZED"), GREYSTONE PETROLEUM
(EGYPT) LIMITED, a limited liability company organized and existing
under the laws of BRITISH VIRGIN [SLLANDS (hereinafter referred to as
"GREYSTONE") and PICO INTERNATIONAL PETROLEUM SERVICES
PANAMA S.A., ajoint stock company organized and existing under the
laws of Republic of PANAMA (hereinafter referred to as "P1CO"),
(PETZED, GREYSTONE and PICC shall be heremnafter referred to
collectively as "CONTRACTOR" and individually as "CONTRACTOR
MEMBER").

WITNESSETH

WHEREAS, the GOVERNMENT of ARAB REPUBLIC OF EGYPT,
the EGYPTIAN GENERAL PETROLEUM CORPORATION and
TRANSWORLD PETROLEUM CORPORATION, have entered into a
Concession Agreement issued by virtue of Law No. 65 of 1973 for
Petroleum Exploration and Exploitation in SHUKHEIR OFFSHORE
AREA, GULF OF SUEZ as amended by virtue of Law No. 138 of
1974 with the EGYPTIAN GENERAL PETROLEUM CORPORATION,
THE GENERAL PETROLEUM COMPANY and TRANSWORLD
PETROLEUM CORPORATION as amended by virtue of Law No. 7 of
1978 (hereinafter referred to as "Concession Agreement” ) :and

WHEREAS, as a result of several assignments, the CONTRACTOR
in the Concession Agreement is PETZED INVESTMENT AND PROJECT
MANAGEMENT LTD. and GREYSTONE PETROLEUM (EGYPT)
Limited (formerly RACEBROOK PETROLEUM (EGYPT) Limited) and
PICO INTERNATIONAL PETROLEUM SERVICES PANAMA 5.A
and
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WHEREAS, CONTRACTOR desires to spend additional investments for
carrving out additional Exploration and Development operations and to
amend and extend the Concession Agreement and to extend the penod
of SHUKHEIR OFFSHORE Development Lease in the form of the Area
and coordinates hereinafter mentioned 1 Article 1 of this Amending
Agreement ; and

WHEREAS, the Board of Directors of EGPC has approved such
Amending Agreement, and agreed to take the legal procedures required
therefore,

NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE 1

Add the following at the end of amendment Article 11l 2- of Law No. 7
of 1978 -

The Area in this Amending Agreement, is that portion of the area,
described by the boundary coordinates heretnafter referred to in Annex { A-1)
and the 1illustrated wmap in Annex (B-1) , (hercinafter referred to as the
"Area"} .

(aa)The term of the Concession Agreement and the period of the
Area according to this Amending Agreement , shall be extended
for five (5) years starting from 28/7/2005 . An additional
successive extension period of five (3) years , shall be granted to
CONTRACTOR, at its option , upon six (6) months pnor
written notice to EGPC before the end of this extension period
and subject to the approvat of the Minister of Petroleum

At the beginning of the five (5) year additiopal extension
pericd that starts from 28/7/2010, the Area shall be reviewed for
deterrmming  the non-producing blocks and those not
participating in production and those where no Exploration or
Development Activities had been done , for relinquishment.

(bb)During the five (5) year period that starts from 28/7/2003,
CONTRACTOR through Operating Company shall spend a
minimum of five million and five hundred thousand U.S.
Dollars (US$5,500,000) as Exploration and Development
Expenditures, including two million and five hundred thousand
U.S. Dotlars (US$2,500,000) for wells repairing operations ,

facilities renewal and acquiring 3D seismic survey, and also
including three million U.S. Dollars (US$$3.000,000) for dnlling
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one (1) well in the Area provided that CONTRACTOR shall
submit the necessary work program to be reviewed and
approved by EGPC.

CONTRACTOR shall submit a Guaranty to EGPC in the
form specified 10 Annex (C-1) covering IS minimum
Exploration and Development obligations stated in this Article
above, one day before the signature by the Minister of
Pctrolcum of this Amending Agreement. Such Guaranty shall be
for guaranteeing the payment and/or transfemring a4 quantity of
Crude Oil sufficient in value lo cover the deficiency between
the sum of five million and five hundred thousand (5,500,000)
U.S. Dollars and the amount of money actually spent by
Operating Company on behalf of CONTRACTOR and approved
by EGPC (shortfall).The Guaranty shall remain effective for six
(6) months after the end of the five (5) year period starts from
281712005 stated in paragraph (aa) above.

(cc)ln case CONTRACTOR surrenders its Exploration and

Development rights under this Amending Agreement as set
forth above, before or at the end of the fifth (5"‘) year that starts
from 28/7/20035 |, having expended less than the total sum of five
million and five hundred thousand U.S. Dollurs ($5,500,000) on
Exploration and Development operations, or 1n case at the
end of the fifth (5*) year, CONTRACTOR has expended less
than that sum in the Area, an amount cqual to the difference
between the five million and five hundred thousand U.S. Dollars
(US$5.500,000) previously mentioned and the amount actually
spent on Exploration and Development operations tn the Area
shall be paid by CONTRACTOR to EGPC at the time of
surrendenng or within six (6) months from the end of the fifth
(5" year that starts from 28/7/2005, as the case may be.
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ARTICLE 11

(1n1) Development Expenditures (a) "Cost Recovery Crude Qil " of 3.
amendment of Article V of Law No. 7 of 1978 shall be deleted in its
entirety and replaced by the following

(111) "Development Expenditures”, which shall be incurred after the
Effective Date of this Amending Agreement , shall be

recoverable at the rate of twenty percent (20%) per annum
starting in the Tax Year in which such expenditures are

incurred and paid |, to the extent that , in a quarter Calendar
ycar, costs, expenses or expenditures recoverable per paragraphs
(i) , (i1} and (i) stated above exceed the value of all Cost
Recovery Crude Onl for such quarter , the value of the Cost
Recovery Crude OQii shall be allocated 1n accordance with the
following system of priority :-

(a) Carry- forwards ,if any, as prorated in the period from which

such carryforward arises,
(b} "Operaung Expenses” .
(c) "Exploration Expenditures”.
(d) "Development Expenditures™.

and any excess shall be carried forward for recovery in the next
succeeding quarter or quarters until fully recovered but not afier

termination of this Agreement .

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

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

Exploration operations and the related portion of indirect expenses and

overheads .
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2. "Development Expenditures” shalt mean alt costs and expenses
for Development operations (with the exception of Operating Expenses)

and the related portion of indirect expenses and overheads.

3. "Operating Expenses” shall mean all costs, expenses and

expenditures paid after the mitial Commercial Production, which costs,

expenses and expenditures are not normally depreciuble.

However, Operating Expenses shall include workover, repair and
maintenance of assets but shall not include any of the following:
sidetracking, redriliing and changing of the status of a well, replacement
of assets or part of an asset, additions, improvements, renewals

CONTRACTOR shall not recover any Exploration or Development
Expenditures or Operating Expenses that was paid or incurred prior
to the Effective Date of this Amending Agreement, cxcept the drilling
costs of the well (Gama-4) and operations of repairing well of {Gama-1),
where it shall be conunually recovered by the numbers of calculated
installments according to the terms of the Concession Agrcement as

defined in this Amending Agreement .

From the beginning of thc additional extension period that starts
from 28/7/2010, any Exploration or Development Expenditures paid and
incurred shall be recovered during the remaining period of the
Concession Agreement, as a minemum of four (4) vyears. For Cost
Recovery purposcs, at any time , the remaining Concession period is
defined as the number of complete quarterly Cost Recovery periods prior

to the termination of this extension period and including the third quarter

of the year 2015.
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ARTICLE 11l

Paragraph (b} of 3- 2- amendment of Asticle 5 (b} of the Agreement
in Law No. 7 of 1978 shail be deleted in its entirety and shall be replaced
by the following - |

(b) EGPC shall be entitled to take and receive eighty two and half

(82.5%) percent from the remaining sixty (60%) percent of
Crude Ot and CONTRACTOR shali be entitled to take and
receive seventeen and half (17.5%) percent . CONTRACTOR
shall have the right 1o retain abroad all funds acquired by it
abroad, including the procesds from the sale of Crude Oil
exported by it in sccordance with paragraph {4} of Article V of
the law No. 65 of 1973,
ARTICLE IV
CUSTOMS EXEMPTLHONS

Article X of Law 63 of 1973" Customs Exemptions” shall be deleted
and shall be replaced by the followang .-

(a) GPC, CONTRACTOR, and Opem’firﬁg Company shall be
permaitted to tmport and shall be exempted from customs duties,
any {axes, levies or fees of any  nature and from the
imporiation rules with respect 10 the importation of machinery,
equipment, appliances, materials, items, means of transport and
transportation, electric appliances, air conditioners for offices,
field housing and facilities, electronic appliances, computer
hardware and seftware, as well as spare parts required for any
of the imported items, ail subject to a duly approved certificate
issued by the responsible representative neminated by EGPC for
such purpose, which states that the imported items are reguired
for conducting the operations pursuant fo tHus Amendmg
Agreement . Such certificate shall be final and binding and
shall automatically result in the importation and the exemption
without any further approvai, delay or procedure.
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(b) Machinery, equipment, apphances and means of transport and

(c)

transportation imported by GPC's, CONTRACTOR's and
Operating Company’s contractors and sub-contractors in any
activity pursuant to the operations which are the subject of this
Amending Agreement, shall be cleared withott payment of
customs duties, any taxes, levies or fees of any nature, upon
presentation of a duly approved certificate issued by an EGPC
responsible representative nominated by EGPC for such purpese
which states, that the imporied items are required for conducting
the operations pursuant to this Amending Agreement.

The expatriate employees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations appiicable in the A.R.E.
However, personal houschold goods and fumiture (including
onc (1) car) for ecach expatriate employee of CONTRACTOR
and/or Operating compary shall be cleared under the
"Temporary Release System” (without payment of any customs
duties and other ancillary taxes) upon presentation of a letter to
the appropriate customs authorities by CONTRACTOR or
Operating Company approved by an EGPC  responsible
representative that the imported items are imported for the soie
use of the expatriate employee and his family, and that such
imported items shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expatrate employee.

{(d )} Items imported into the A R.E. whether exempt or not exempt

from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any time
after obtaiming EGPC's approval, which approval shall not be
unreasonably withheld, without any export duties, taxes or
charges or any taxes or charges from which such items have
been already exempt, being applicable. Such items may be sold
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within the A.R.E. after obtaining the approval of EGPC which
approval shall not be unreasonably withheld. In this event, the
purchaser of such items shall pay all applicable customs duties
and other ancillary taxes and charges according to the condition
and value of such items and the taniff applicable on the date of
sale, unless such items have become the property of EGPC or
GPC or have been sold to any of EGPC's Affiliated Company.

In the event of any such sale as mentioned herein above,
the procecds from such sale shall be divided in the following

manner.

CONTRACTOR shall be enntled to reimbursement of its
unrecovered cost, if any, in such items and the excess, if any.
shall be paid to EGPC.

(e) The exemption provided for in paragraph (a) of this Article shall

()

not apply to any imported items when items of the same or
substantially the same kind and quality are manufactured locally
meeting CONTRACTOR's andfor Operating Company's
specifications for quality and safety and are available for timely
purchase and delivery in the A.R.E. at a price not higher than
ten percent (10%) of the cost of the imported item, before

customs duties but after freight and msurance costs , if any ,
have been added.

CONTRACTOR, GPC and their respective buyers shall have
the right to freely export the Petroleum produced from the Arca
pursuant to this Amending Agreement; no license shall be
required, and such petroleum shall be exempted from any
customs duties, any taxes, levies or any other imposts in respect

of the export of Petroleum hercunder.
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ARTICLE V
LAWS AND REGULATIONS

( Article XVI1 ) of Law No. 65 of 1973 " laws and regulations” shall
be deleted and shall be replaced by the following :-

(a) CONTRACTOR 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 regulations issued for the
implementation thereof, including the regulations for the safe
and efficient performance of operations cairied out for the
execution of this Amending Agreement and for the conservation
of the petroleum resources of the A.R.E. provided that no
regulations, or modification or interpretation thereof, shall be
contrary to or inconsistent with the provisions ef this Amending
Agreement.

(b) CONTRACTOR and Operating Company shall be subject 1o the

provisions of the Law No. 4 of 1994 conceming the
cnvironment and its ¢xecutive regulation as may be amended ,
as well 48 any laws or regulations may be 1ssucd . concerning
the protection of the environment .

Except as provided in Article 1II {g) for Income Taxes. GPC.
CONTRACTOR and Operating Company shall be exempied
from all taxes and duties, whether i1mposed- by the
GOVERNMENT or municipalities including among others.
Sales Tax, Value Added Tax and Taxes on the Exploration,
Development, extracting, producing. exporting or transporting
of Petroicum and LPG as well as any and all withholding taxes
that mught otherwise be 1mposed on dividends, interest.
technical service fees, patent and trademark royalties, and
similar items. CONTRACTOR shall also be exempted from any
tax on the hqudation of CONTRACTOR, or distributions of
any income to the sharcholders of CONTRACTOR, and from
any tax on capital.
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(dy The rnights and obligations of GPC and CONTRACTOR
hereunder, and for the effective term of thts Amending
Agreement shall be governed by and 1n accordance with the
provisions of this Amending Agreement and can only be altered
or amended by the written mutual agreement of the said
contracting parties in the same procedures by which the original
Agreement has been issued.

(e) The contractors and sub-contractors of GPC,CONTRACTOR and
Operating Company shall be subject to the provisions of this
Amending Agreement which affect them. Insofar as all
reculations which are duly issued by the GOVERNMENT apply
from time to time and are not in accord with the provisions of
this Amending Agreement, such regulations shall not apply to
GPC , CONTRACTOR, Operating Company and ther
respective contractors and sub-contractors, as the case may be.

(f) GPC, CONTRACTOR, Operating Company and their respective
contractors and sub-contractors shall for the purposes of
this Amending Agreement be exempted from all professional
stamp duties, imposts and levies imposed by syndical laws with
respect to their documents and activities hereunder.

(g) All the exemptions from the application of the A.R.E. laws or
reguiations granted to GPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Amending Agreement shall include such laws and regulations as
presently in effect or hereafter amended or substituted.

ARTICLE VI

Except as specifically amended by this Amending Agreement , the
Concession Agreement signed by virtue of Law no. 65 of 1973 as
amended by viriue of Law no. 138 of 1974 and Law no. 7 of 1978 shall

continue 10 full force and effect 1n accordance with its terms .
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ARTICLE VII

The Effective Date of this Amending Agreement shall be the date it

15 signed by the parties after a law is issued by the competent authorities

of the A.R.E. authorizing the Minister of Petroleum to sign it on behalf of

the Government of the A.R.E.

PETZED INVESTMENT AND PROJECT MANAGEMENT LTD.
By: .........

GREYSTONE PETROLEUM (EGYPT) LIMITED

By: .

PICO INTERNATIONAL PETROLEUM SERVICES PANAMA S.A.

THE GENERAL PETROLEUM COMPANY

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
By: ...

THE ARAB REPUBLIC OF EGYPT
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Coordmates of the comer points of the Area are given m the following
table which forms an integral part of Annex ™ A-]"

Annex *A - [
BOUNDARY COORDINATES
OF
Shakeir Offshore Area
Boundary coordinates of Area A"

POINT NO, |

-

LATITUDE LONGITUDE

by al S b PV g,

I 28" 09’ 32 35 14 3a

2 28 g9’ nt o 3¥ 15 24"

3 28 03" 15" kXY 16’ 32

B g 4 L 4 A At b A
PP v T TP v y W Yyt #ulihiitr 4

North along the high fide line of Gulf of Suez coast to the point 1

Boundary coordinates of Area *B”

POINT NO. LATITUDE LEONGITUDE

N

1 2% 65 U S 14"
2 8 08 % 1 o3y I 06"
3 oage o1 133t 1 33 2% 37

oA g R Ay s LY .

North along the high tide line of Gulf of Suez coast to the point }
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ANNEX "(C-1"
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen, |

Reterence is made to this Amendment issued by law No.---- of 2005
of the Concession Agreement issued by Law No. 65 of 1973 as amended
by Law No. 138 of 1974 and Law No. 7 of 1978 for Petroleum
Exploration and Exploitation in SHUKHEIR OFFSHORE AREA ,
GULF OF SUEZ by and between the ARAB REPUBLIC OF EGYPT
(A.R.E.), The EGYPTIAN GENERAL PETROLEUM CORPORATION
(EGPC) , The GENERAL PETRCLEUM COMPANY (GPC), PETZED
INVESTMENT AND PROIJECT MANAGEMENT LTD.(PETZED),
PICO INTERNATIONAL PETROLEUM SERVICES PANAMA S.A.
(PICO) and  GREYSTONE PETROLEUM (EGYPT) LIMITED
(GREYSTONE) ("PETZED", "PICO" and "GREYSTONE °
hereinafter referred to collectively as CONTRACTOR and individually
as "CONTRACTOR MEMBER" ).

PETZED INVESTMENT AND PROJECT MANAGEMENT
LTD.the partner with EGPC in the concession Agreements issued by
Law No. 65 of 1973 as amended and PICO INTERNATIONAL
PETROLEUM SERVICES PANAMA S A. which is the partner with
EGPC 1n the Concession Agreements tssued by law No. 150 of 1981, law
No. 44 of 1984 and law No.25 of 1989 and GREYSTONE
PETROLEUM (EGYPT) LIMITED which is the partner with EGPC in
the Concession Agreement issued by law No. 150 of 1981,and Law No.
65 of 1973 as amended as Guarantors and on behalf of CONTRACTOR
hereby undertake that , if CONTRACTOR spends during the period of
five (5) years from the Effective Date of this Amending Agreement
less than the minimum amount specified for such period of five
million and five hundred thousand UJ.S. Dollars ($5, 500, 000) under
this Amending Agreement (the difference bemng hereunder described as
"Shortfall"), EGPC shall notify PETZED , PICO and GREYSTONE as
CONTRACTOR and as Guarantor in wnting by the amount of the
Shortfall. Within fifteen (13) days of receipt of said notice, PETZED ,
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PICO and GREYSTONE, on behalf of CONTRACTOR shali pay and/
or transfer to EGPC a quantity of Petroleurn sufficient in value o cover
the Shortfall.

In casc said Petroleum shall be wransferred it will be deducted from
the share of PETZED |, FICO and GREYSTONE of Petroleum
production from the Development Leases related 0 each of them
pursuant to the terms of the Concession Agresment for Petroleum
Bxploration and Exploitation issued by virtue of laws mentioned
previons paragraph and said Petroleum shall be valued at the tims of the
rransfer 10 EGPC in accordance with the provisions of the concession
Agreement related to the Development Lease, as the case may be .

CONTRACTOR may at any Gime between the date hereof and
the date op which this Guaranty shall expire , subsrit & bank guaranty of
five million and five hundred thousands U5, Dollars (33, 500, 800 of
the Shortfall in a form satisfactory to EGPC , in which eveat the
provisions of this guaranty shall astomatically lapse and be of no effect .

This Guaranty shall expire and become aull and void on the date six
{6) months after the end of the period of five (5} years thal starts from
the Effective Date of this Amending Agreement or on the date EGPC
confirms that CONTRACTOR fulfill its obligations hersunder.

Yours Fanthfully,
PETZED INVESTMENT AND PROJECT MANAGEMENT LTD.



