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AMENDMENT AGREEMENT
OF
THE CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND
EXPLOITATION
IN WEST MEDITERRANEAN DEEP WATER AREA
ISSUED BY VIRTUE OF LAW NO. 5 OF 1999
AS AMENDED BY LAW NO. 3 OF 2008
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
BP EGYPT WEST MEDITERRANEAN (BLOCK B) B.V.
AND
RWE Dea AG

This Amendment Agreement 1s made on this  day of, 2010, by and
between the ARAB REPUBLIC OF EGYPT (hereinafter referred to as
"ARE." or as the "GOVERNMENT"), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created by Law No. 167 of
1958 as amended (heremafier referred to as "EGPC"), BP Egypt West
Mediterranean (Block B) B.V. | a company orgamzed and existing under the
laws of the Netherlands (heremafter referred to as "BP") and RWE Dea AG,
a prvate stock corporation organized and existing under the laws of the
Federal Republic of Germany (heremafter referred to as "RWE"). BP and
RWE are referred to collectively as "CONTRACTOR" and individually as
"CONTRACTOR Member".
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PREAMBLE
WHEREAS, all minerals including petroleum, existing in mines and
quarries 1n the A.R.E., including the territorial waters, and in the seabed
subject to 1ts junsdiction and extending beyond the territornial waters, are
the property of the State; and
WHEREAS, the Concession Agreement for Petroleum Exploration and
Exploitation 1n the West Mediterranecan Deep Water area was 1ssued by
virtue of Law No. 5 of 1999 between the Arab Republic of Egypt, the
Egyptian General Petroleumn Corporation and AMOCO Egypt West
Mediterranean (Block B) B.V. and ELF Hydrocarbures Egypte as
amended by Law No. 3 of 2008 ( heremafter referred to as the
"Concession Agreement " ) ; and
WHEREAS, ELF Hydrocarbures Egypte assigned its interest in the
Concession Agreement to AMOCO Egypt West Mediterranean (Block B) B.V.
and AMOCO Egypt West Mediterranean (Block B) B. V. assigned part of
its interest to RWE Dea AG, as a result , the CONTRACTOR 1n the
Concession Agreement became BP Egypt West Mediterranean (Block B)
B.V.(formerly AMOCO Egypt West Mediterrancan (Block B) B.V.) and
RWE Dea AG ; and
WHEREAS, for the carrying out of any activities under this Amendment
Agreement and the building of a new Gas production hub i1n the West
Nile Delta area, and due to the techmcal complexity , deepwater location,
high pressure high temperature and fragmented reservoirs of the
Petroleum and the commitment to a First Gas start up date, and to
develop any new discoveries under the Concession Agreement in an
economic and efficient manner, 1t 15 necessary to make certain
commercial and governance amendments to the terms and conditions of
the Concession Agreement , and such development 1s intended to include
petroleumn from the area of the North Alexandria concession agreement
1ssued by Law No. 15 of 1992 and 1ts amendments and the parties agree
to conclude the aforementioned amendments; and
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WHEREAS, CONTRACTOR agrees to comply with 1ts stated
obligations related to Exploration and Development activities and
production operations in the Area pursuant to this Amendment
Agreement ; and
WHEREAS, CONTRACTOR agrees to carry out all the investments,
operations, bear all costs and expenditures required to exploit, develop
the reserves and production in the Area , including the Development
Leases.
Accordingly, CONTRACTOR shall commt and agree to dispose and
deliver Gas and Condensate to EGPC 1n accordance with the Gas and
Condensate Delivery Agreement provided EGPC will guarantee
payments of CONTRACTOR’s rights through the 1ssuance of a quarterly
revolving Letter of Credit.
Now, THEREFORE, the parties hereto agree as follows :
With effect from the Effective Date | all the Articles and Annexes 1n the
Concession Agreement shall be deleted in their entirety and replaced by
the Articles and Annexes of this Amendment Agreement.
ARTICLE 1
DEFINITIONS
(a) "Exploration” includes such geological, geophysical, acrial and other
surveys as may be contained in the Work Program(s), and the
dnlling 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 equpments
theretfor, all as may be contained 1n the approved Work Program(s).
The verb "explore" means the act of conducting exploration.
(b) "Development" includes, but 1s not hrmted to, all the operations and
activities pursuant to the Work Program(s) with respect to:
(1)  the dnlling, plugging, deepenming, side tracking, re-drilling,
completing, equipping of development wells, the changing of
the status of a well, and
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(11)  design, engineering, construction, installation, servicing and
maintenance of equpments, lines, systems facilities, plants
and related operations to produce and operate said
development wells, taking, saving, treating, handling, storing,
transporting and delivering Petroleum, re-pressuring,
recycling and other secondary recovery projects, and

(1) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (1) and (11).

(¢) "Petroleum" means Liquid Crude Oi1l 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 Amendment Agreement, and all substances that
may be extracted therefrom.

(d) "Liqud Crude Oil" or "Crude O1l" or "Oil" means any hydrocarbon
produced from the Area which 1s in a liquid state at the wellhead or
lease separators or which 1s extracted from the Gas or casinghead
gas in a plant. Such liquid state shall exist at sixty (60°F) degrees
Fahrenheit and atmospheric pressure of 14.696 PSIA. Such term
includes distillate and excludes Condensate.

(e) "Gas" means natural gas, both associated and non-associated, and all
of its constituent elements produced from any well in the Area
(other than Liqud Crude Oil and Condensate) and all
non-hydrocarbon substances therein. Said term shall include
residual gas, that gas remaining after removal of LPG.

(f) "LPG" means liquefied petroleum gas which 1s a mxture of
principally butane and propane liquefied by pressure and

temperature.
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(g) A "Barrel" consists of forty-two (42) Umted States gallons, liquud
measure, corrected to a temperature of sixty degrees Fahrenheit
(60“F) at atmospheric pressure of 14.696 PSIA.

(h) (1) "Commercial O1l Well" means the first well on any geological

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 petroleum industry
practices, and venfied by EGPC, 1s found to be capable of
producing at the average rate between five thousand (5,000)
and ten thousand (10,000) Barrels of o1l per day (BOPD).
The date of discovery of a "Commercial O1l Well" 1s the date
on which such well 1s tested and completed according to the
above.

(11) "Commercial Gas Well" means the first well on any geological
feature whach after testing for a penod of not more than thirty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted petroleum industry
practices, and vernified by EGPC, 1s found to be capable of
producing at the average rate between twenty five mllion
(25,000,000) and fifty mullion (50,000,000) standard cubic
feet of Gas per day (MM SCFPD). The date of discovery of a
"Commercial Gas Well" 1s the date on which such well 1s
tested and completed according to the above.

(1) "A.R.E." means ARAB REPUBLIC OF EGYPT.

(1) "Effective Date" means the date on which the text of this Amendment
Agreement 1s signed by the GOVERNMENT, EGPC and
CONTRACTOR after the relevant Law 1s 1ssued.

(k) (1) "Year" means a period of twelve (12) months according to the

Gregorian Calendar.

(1) "Calendar Year" means a period of twelve (12) months
according to the Gregorian Calendar being 1% January to 31
December.
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(I) "Financial Year" means the GOVERNMENT’s financial year according

to the laws and regulations of the A.R.E.

(m) "Tax Year" means the period of twelve (12) months according to

the laws and regulations of the A R.E.

(n) An "Affiliated Company" for EGPC and CONTRACTOR means a
company:

(1) where the share capital confernng a majonty of votes at
stockholders’ meetings of such company 1s owned directly or
indirectly by a party hereto; or

(1) which 1s the owner directly or indirectly of share capital
conferring a majority of votes at stockholders” meetings of a
party hereto; or

(1) where the share capital conferring a majority of votes at
stockholders™ meetings of such company and the share capital
confernng a majority of votes at stockholders’ meetings of a
party hereto are both owned directly or indirectly by the same
company.

For the avoidance of doubt, if CONTRACTOR 1s comprnsed of

more than one company, Affihated Company shall mean an

Aftihated Company of a CONTRACTOR Member.

(0) "Exploration Block" means an area, the corner points of which have
to be comncident with three (3) mumute by three (3) munute latitude
and longitude divisions, according to the International Grid System
where possible or with the existing boundaries of the Area covered
by this Amendment Agreement as set out in Annex "A".

(p) "Development Block"” means an area, the corner points of which have
to be coincident with two (2) minute by two (2) mnute latitude and
longitude divisions, according to the International Gnid System
where possible or with the existing boundaries of the Arca covered
by this Amendment Agreement as set out in Annex "A".
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(q) "Development Lease(s)" means the Development Block or Blocks

(1)

(s)

(t)

covering the geological structure capable of production, the corner
points of which have to be coincident with two (2) minute by two
(2) minute latitude and longitude divisions according to the
International Grid System where possible or with the existing
boundaries of the Area covered by this Amendment Agreement as
set out in Annex "A".

"Amendment Agreement” means this Amendment Agreement and
its Annexes.

"Gas and Condensate Delivery Agreement” means a written
agreement between EGPC and CONTRACTOR entered into
pursuant to this Amendment Agreement which contains the terms
and conditions for Gas and Condensate disposal and delivery from
CONTRACTOR to EGPC from the Development Lease(s).
"Standard Cubic Foot" (SCF) 1s the amount of gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.696 PSIA
at a base temperature of sixty degrees Fahrenheit (60°F).

() "LNG" means liquefied natural gas.

(V)

"Gas for export” means Gas produced from any Development Lease
within the Area which 1s disposed of for export after obtaining the

approval of the competent authornities.

(w) "EGAS" means the Egyptian Natural Gas Holding Company, a legal

entity created by the Prime Mimster Decree No. 1009 of 2001 as
amended and according to Law No. 203 of 1991 as amended.

(x) "Netback Price" means a price which reflects a fair market-based

value for Gas supplied to the export markets, netted back to the
delivery point and agreed by EGPC/ EGAS.
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(v) "Joint Development Commuttee” or "JDC" means the commuttee to
be formed to supervise CONTRACTOR’s performance of the
Exploration activities, Development activiies and production
operations carried out hereunder which will be formed of eight (8)
part time members, four (4) of whom shall be appointed by EGPC
and four (4) by CONTRACTOR and whose chairman will be
designated by EGPC from among the members appointed by
EGPC. EGPC shall have the option to dedicate on full time basis
one of its appointed members in the JDC whose role will be to
manage  communications and  documentation  between
CONTRACTOR and EGPC.

(z) "Work Program" means those physical multi-disciplinary activities
(including but not limted to dnlling, engineering, project
management, subsurface) required to be undertaken within a
Financial Year to deliver the approved Plan of Development.

(aa) "Plan of Development” means a plan which on high level basis and
covering more than one year, sets out the strategic framework for
the efficient exploitation of the reserves in the Area and describes
the selected development concept required to deliver life of field
production profiles used to support a Gas and Condensate Delivery
Agreement. The Plan of Development outlines the activities to be
conducted during Exploration project, Development project
execution and operations.

(bb) "Condensate” means a mixture consisting primarily of pentanes and
heavier hydrocarbons which 1s recovered as a liquud from crude o1l
or natural gas 1n processing and separation facilities.

(cc) "NGL" means natural gas liquuds such as Ethane, Propane, Butane,

and [so-Butane.
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(dd) "Project Concessions” means the Concession Agreement as
amended by this Amendment Agreement and the North
Alexandria concession agreement issued by virtue of Law
No.15 of 1992 and its amendments.

(ee) "Commercial Production Commencement” means the earlier
date on which the first regular shipment of Crude Oil or
Condensate, or the first regular deliveries of Gas are made.

(ff) "Commissioning Period " means the period commencing on
July 1% 2014 and ending on September 30M 2014 (as may be
amended by this Amendment Agreement ) .

(gg)'Commercial Gas Start-Up Date " means the first day after the
Commussioning Period.

(hh) (1) "Imtial Reserves" means those Gas and Condensate
reserves currently calculated as of the Effective Date to
be five trillion standard cubic feet (5 TSCF) of Gas and
fifty five mmllion Barrel (55 MMBBL) of Condensate
respectively which are expected to be produced from
the Pliocene reservoirs of those fields known as Libra,
Taurus, Fayoum and Giza and the Miocene reservoir of
that field known as Raven as more specifically set out
in Annex F.

(1) "Incremental Reserves " means any Gas and Condensate
produced 1n excess of five trillion standard cubic feet (5
TSCF) of Gas and fifty five mullion Barrel (55
MMBBL) of Condensate respectively, which may be
produced from the Pliocene reservoirs of those fields
known as Libra, Taurus, Fayoum and Giza and the
Miocene reservoir of that field known as Raven field or
any shallower reservoirs within such fields and for
which no Incremental Investment 1s required.
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(11)

)
(Kk)

(D)

(111) "Incremental Investment” means any additional
investment requred to carry out any activities to
develop and produce Gas and Condensate from the
Pliocene reservoirs of those fields known as Libra,
Taurus, Fayoum and Giza and the Miocene reservorr of
that field known as Raven or any shallower reservoirs
within such fields not referred to in the relevant Field
Development Plan or the Plan of Development.

"Other Reserves " means any Gas or Condensate 1n the Area

under this Amendment Agreement other than the Imtial

Reserves and Incremental Reserves .

"First Gas Start-Up Date " means the date of the first delhiveries

of Gas from the Project Concessions .

"BTU" Bntish Thermal Unit means the amount of energy

required to raise the temperature of one (1) pound of pure

water by one (1) degree Fahrenheit from sixty degrees

Fahrenheit (60°F) to sixty -one degrees Fahrenheit (61°F) at a

constant pressure of 14.696 PSIA .

"Field Development Plan " means a detailled multi-disciplinary

plan which describes the reservoir depletion plan (including

the reservoir segments developed and production ramp-up),

the development scheme (including facility design throughputs,
estimated operating efficiency, export stream specifications,
pipeline flow assurance) drilling and completions requirements,
(including ng type requrements, well locations and duration),
operations and maintenances philosophy, project execution
summary and overall project schedule.

(mm) "Annual Contracted Quantity” {ACQ) means annual contracted

(nn)

quantity as shall be defined in the Gas and Condensate
Delivery Agreement.
" Daily Contracted Quantity”" (DCQ) means daily contracted
quantity as shall be defined in the Gas and Condensate
Delivery Agreement.
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(00) "Delivery Point for Gas" means the point of transfer of
custody of Gas from CONTRACTOR to EGPC which 1s to
be at the battery limit of the CONTRACTOR’s onshore plant
and upstream of the pipeline to the tie-in point for Gas which
shall be at ldku at GASCO valve room No.l on the
32"pipeline from ldku to Damietta unless otherwise agreed in
writing between EGPC and CONTRACTOR.

(pp) "Delivery Point for Condensate" means the point of transfer of
custody of Condensate from CONTRACTOR to EGPC
which i1s to be at the battery limmt of the CONTRACTOR’s
onshore plant and upstream of the pipeline to the tie-in point
for Condensate which shall be at either North or South valve
room No.l on the 12"/10" pipeline from Rashid Petroleum
Company plant to Tanta via Damanhur, unless otherwise
agreed 1n writing between EGPC and CONTRACTOR.

(qq) " North Alexandria Amendment " means the amendment to the
North Alexandna concession agreement issued by Law
No.15 of 1992 as amended by Law No. 34 of 1994 and Law
No. 1 of 2008 to be on similar terms and signed on the same

date as this Amendment Agreement.
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Article I1

ANNEXES TO THE AMENDMENT AGREEMENT
Annex "A" i1s a description of the Area covered and affected by this
Amendment Agreement, hereinafter referred to as the "Area".
Annex "B" 1s a provisional illustraive map on the scale of approximately
(1: 1 500 000) indicating the Area covered and affected by this Amendment
Agreement and described in Annex "A".
Annex " C" 1s the Accounting, Taxation and Invoicing Procedure.
Annex "D" 1s a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT, as more particularly described in
this Annex. The point of delivery for Gas shall be agreed upon by EGPC
and CONTRACTOR under a Gas and Condensate Delivery Agreement,
which point of delivery shall be located at the flange connecting the
Development Lease pipeline to the nearest point on the National Gas
pipeline Grid System or as otherwise agreed by EGPC and CONTRACTOR.
Annex "E" 1s the form of letter of credit which EGPC will procure 1s
1ssued by a first class Egyptian bank supervised by the Central Bank of
Egypt in favor of CONTRACTOR to guarantee all Gas and Condensate
disposed and delivered to EGPC pursuant to Article VII(1.2)(b) of this
Amendment Agreement.
Annex "F" 1s Gas and Condensate fields in the Project Concessions area -
Calculated Reserves at the Effective Date.
Annexes "A", "B", "C", "D" ,"E" and "F" to this Amendment Agreement
are hereby made part hereof and they shall be considered as having equal
force and effect with the provisions of this Amendment Agreement.
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Article I11
GRANT OF RIGHTS AND TERM
The exclusive Concession granted by the GOVERNMENT to EGPC and
CONTRACTOR by virtue of the Concession Agreement 1ssued by Law
No.5 of 1999 and its Amendments in and to the Area described in
Annexes "A" and "B" as amended, shall be subject to the terms,
covenants and conditions set out in this Amendment Agreement; and

which 1nsofar as they are contrary to or inconsistent with any provisions
of Law No. 66 of 1953 as amended, shall have the force of law.

(a) The GOVERNMENT shall own and be entitled, as hereinafter
provided, to a royalty in cash or 1in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area
duning the development pertod including extensions. Said royalty
shall be borne and paid by EGPC and shall not be the obligation of
CONTRACTOR other than in respect of Gas for export by
CONTRACTOR where CONTRACTOR shall pay to EGPC an
amount equal to the royalty to be paid by EGPC 1n respect of such
Gas for export, and such Gas for export shall be subject to
obtaiming the competent authoritics approvals. The payment of
rovalties by EGPC shall not be deemed to result in an income
attributable to the CONTRACTOR.

(b) An mmtial Exploration period of five (5) years started from the
effective date of Law No. 5 of 1999, Two (2) successive extensions
to the 1mtial Exploration period, of five (5) years and three (3)
years respectively, were granted to CONTRACTOR. The election
by EGPC to undertake a sole nsk venture under paragraph (c¢) shall
not extend the Exploration period nor affect the termnation of this
Amendment Agreement as to CONTRACTOR. The imtial Exploration
period and the first extension perniod expired before the Effective

Date of this Amendment Agreement and the second extension
period shall expire on the 31 of May 2012.
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(¢) Commercial Discovery :
(1) A "Commercial Discovery" whether of O1l or Gas - shall consist

(11)

of one producing reservoir or a group of producing reservoirs
which 1s worthy of being developed commercially. After
discovery of @ Commercial O1l Well or Commercial Gas Well
CONTRACTOR shall, unless otherwise agreed upon with
EGPC, undertake as part of 1ts Exploration program the
appraisal of the discovery by drilling one or more appraisal
wells, to determmne whether such discovery 1s worthy of being
developed commercially, taking into consideration the
recoverable reserves, production, pipeline and termmnal
facilities required, estimated Petroleum prices, and all other
relevant technical and economic factors.

The provisions laid down herein postulate the umty and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply umformly to O1l and
(Gas unless otherwise specified.

(1) CONTRACTOR shall give notice of a Commercial Discovery

to EGPC immediately after the discovery 1s considered by
CONTRACTOR to be worthy of commercial development but
in any event with respect to a Commercial O1l Well not later
than thirty (30) days following the completion of the second
appraisal well or twenty four (24) months following the date of
the discovery of the Commercial O1]l Well, whichever 1s earlier
or with respect to a Commercial Gas Well not later than thirty
s1X (36) months following the date of the discovery of the
Commercial Gas Well (unless EGPC agrees that such period
may be extended), except that CONTRACTOR shall also have
the night to give such notice of Commercial Discovery with
respect to any reservoir or reservoirs even 1f the well or wells
thereon are not "Commercial O1l Wells" or "Commercial Gas
Wells" (as the case may be) 1if, 1n 1ts opinion, a reservoir or a
group of reservoirs, considered collectively, could be worthy
of commercial development.
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CONTRACTOR may also give a notice of a Commercial
Discovery of Oil in the event it wishes to undertake a Gas
Recycling Project.

A notice of a Commercial Discovery shall contain all detailed
particulars of the discovery including especially the area of
reserves, the estimated production potential and profile and
estimated field life.

Following receipt by EGPC of a notice from CONTRACTOR
of a Commercial Discovery {(whether O1l or Gas), EGPC and
CONTRACTOR shall meet and review all appropriate data
with a view to mutually agreeing upon the existence of a
Commercial Discovery. The date of Commercial Discovery
shall be the date EGPC and CONTRACTOR jointly agree in
writing that a Commercial Discovery exists (the "Comimercial
Discovery Date").

If Crude O1l or Gas 1s discovered but 1s not deemed by
CONTRACTOR to be a Commercial O1l or Gas Discovery
under the above provisions of this paragraph (¢) EGPC shall
one (1) month after the expiration of the period specified
above within which CONTRACTOR can give notice of a
Commercial Discovery (whether O1l or Gas), or twenty five
(25) months after the completion of a well not considered to be
a "Commercial O1l Well" or thurty seven (37) months after the
completion of a well not considered to be a Commercial Gas
Well, have the right, following sixty (60) days written notice to
CONTRACTOR, at EGPC’s sole cost, nsk and expense, to
develop, produce and dispose of all Crude O1] or Gas from the
geological feature on which the Well has been drilled.

Said notice shall state the specific area covering said
oeological feature to be developed, the wells to be dnlled, the
production facilities to be installed and EGPC’s estimated cost
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thereof. Within thirty (30) days after receipt of said notice,
CONTRACTOR may, 1n writing, elect to develop such area as
provided for in the case of Commercial Discovery hereunder.
In such event all terms of this Amendment Agreement shall
continue to apply to the specified area.

If CONTRACTOR elects not to develop such area, the specific
arca covering said geological feature shall be set aside for sole
risk operations by EGPC such area to be mutually agreed upon
by EGPC and CONTRACTOR on the basis of sound and
accepted petroleum industry practices. EGPC shall be entitled
to perform such operations at EGPC’s sole cost, nisk and
expense, 1n accordance with arrangements to be agreed upon
between EGPC and CONTRACTOR, provided it shall not
impair or affect the operations carned out by CONTRACTOR.
When EGPC has recovered from such specific area a quantity
of Crude Onl, Gas and Condensate equal in value to three
hundred percent (300%) of the cost 1t has incurred in carrying
out the sole nisk operations, CONTRACTOR shall have the
option, only 1n the event there has been a separate Commercial
Discovery of O1l or Gas, elsewhere within the area, to share 1n
further development and production of that specific area upon
reimbursing EGPC one hundred percent (100%) of such costs
incurred by EGPC.

Immediately following such payment the specific arca shall
either (1) revert to the status of an ordmnary Development Lease under
this Amendment Agreement and thereafter shall be operated in
ACCORDANCE WITH THE TERMS HEREOF; or (1) alternatively;,
in the event that at such tme EGPC arits Affihated Cormparry 15 conducting
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development operations in the area at its sole expense and
EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only have 1its production
sharing percentage of the Crude Oil, Gas and Condensate as
specified 1n Article VII. The sole nisk Crude Oil, Gas and
Condensate shall be valued in the manner provided 1n Article
VII. In the event of any termination of this Amendment
Agreement, this Amendment Agreement shall, however,
continue to apply to EGPC operation of any sole risk venture
hereunder, although such Amendment Agreement shall have
been terminated with respect to CONTRACTOR.

(1v) For any Commercial Discovery of Gas after the Effective Date,
1f within four (4) years of the notice of Commercial Discovery
of Gas the CONTRACTOR fails to submit a Plan of
Development to the JDC for the new discovered reserves then
CONTRACTOR shall relinquish such reserves.

(d) Conversion to a Development Lease :

The provisions of this Article III (d) (1) have been fulfilled in

respect of the West Mediterranean-1 Development Lease granted

prior to the Effective Date as described in Annexes A and B.

(1) Following a Commercial Discovery (whether of O1l or Gas) the

extent of the whole area capable of production to be covered by
a Development Lease shall be mutually agreed upon by EGPC
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area shall then be converted
automatically into a Development Lease without the issue of

any additional legal instrument or permission.
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(11) Following the conversion of an area into a Development Lease
based on a Commercial Discovery of Other Reserves of Gas
(or upon the discovery of Other Reserves of Gas 1n a
Development Lease granted following a Commercial
Discovery of O1l), EGPC shall make efforts to find adequate
markets capable of absorbing the production of such Other
Reserves of Gas and shall advise CONTRACTOR of the
expected annual schedule of demand. Thereafter, EGPC and
CONTRACTOR shall meet with a view to assessing whether
the relevant factors warrant the development and production
of the Other Reserves of Gas and in case of agreement, the
Gas thus made available shall be disposed of and delivered to
EGPC under a long-termn Gas and Condensate Delivery
Agreement or otherwise 1n accordance with and subject to the
conditions set forth in Article VII. This sub-article will only
apply to Other Reserves unless otherwise agreed between
EGPC and CONTRACTOR.

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

(aa) Inrespect of a Commercial Discovery of Oil, twenty (20)
years from the Commercial Discovery Date plus the First
Optional Extension Period (as defined below) provided
that, in the event that, subsequent to the conversion of a
Commercial Discovery of O1l into a Development Lease,
Gas 1s discovered 1n the same Development Lease and 1s
used or 1s capable of being used hereunder, the period of
the Development Lease shall be extended only with
respect to such Gas, LPG extracted from such Gas and
Condensate produced with such Gas for twenty (20)
years from the date of first delivenies of Gas plus the
First Optional Extension Period provided that the
duration of such Development Lease based on a
Commercial Discovery of Oi1l may not be extended
beyond thirty-five (35) years from the date of such
Commercial Discovery of Onl.
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(bb)

CONTRACTOR shall immediately notify EGPC of any
Commercial Discovery of Gas but shall not be required
to apply for a new Development Lease in respect of such
Gas.

In respect of a Commercial Discovery of Gas, twenty
(20) years from the date of first deliveries of such Gas
plus the First Optional Extension Period and Second
Optional Extension Period (as defined below). In case
Crude Onl 1s discovered in the same Development Lease,
the period of such Development Lease shall be extended
only with respect to such Crude Oil and Gas associated
with such Commercial Discovery of Crude Oil for
twenty (20) years from the date of such Commercial
Discovery of Crude Oil plus the First Optional Extension
Period.

CONTRACTOR’s share of such Crude Oil from the
Development Lease (except LPG extracted from Gas or
Condensate produced with Gas) and Gas associated with
such Crude Oil shall revert entirely to EGPC upon the
lapse of twenty (20) years from the date of such
Commercial Discovery of Crude Oil plus the First
Optional Extension Period.

Notwithstanding anything to the conftrary under this
Amendment Agreement the duratton of such
Development Lease based on a Commercial Discovery
of Gas shall not be extended beyond thirty-five (35)
years from the date of first deliveries of such Gas.
CONTRACTOR shall immediately notify EGPC of any
Commercial Discovery of O1l but shall not be required to
apply for a new Development Lease in respect of such
Crude Oil.
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(cc) CONTRACTOR shall have the nght to extend the

period of any Development Lease(s) for an additional

period of five (5) years (the "First Optional Extension

Period") upon written notice to EGPC either at least six

(6) months prior to the expiry of the relevant twenty (20)

years Development period or at the tme CONTRACTOR

exercises its right to the Second Optional Extension

Period whichever 1s earlier.

In addition to CONTRACTOR’s right to the First

Optional Extension Period, CONTRACTOR shall have

the right to further extend the period of any Development

Lease(s) for Gas for a further additional period of ten

(10) years, to commence upon the expiry of the First

Optional Extension Period, upon written notice to EGPC

prior to the expiry of ten (10) year period starting from

the First Gas Start-Up Date ("The Second Optional

Extension Period"). The Second Optional Extension

Period shall only be granted to the CONTRACTOR

provided that:

(1) Additional Gas reserves, in excess of the five trillion
standard cubic feet (5 TSCF) exist, extend and are to
be developed pursuant to this Amendment
Agreement or jointly within the area under the
Project Concessions. CONTRACTOR shall submit
to the JDC all required data for the purpose of JDC
review and confirmation that such additional Gas
reserves exist in accordance with the foregoing. JDC
shall verify the existence of such additional Gas

ISSCIVES,



Vol B dp YE (3 (m) Yo adall = w51y 4

LA

Bl g gt bl il M gLt gty ) -
Mia Jpazd) U o () denall]
oy less NI a5 58 Byl o gl (1) 8 I3 oGl
o SN gl g sl (3,00 e Lihaie danl 6 Ll
ey s ek e (lolhd) p s g Sl oS 13
JRERET R NPT PR B PO I, | i 7 IO

i L3 & L Sl S 6 Gl s

SUST e pyall Ll die Sluol ciis |18 Ll olles lug ()

IS ) Lol Bad O8] oy Jo R 5 s U5y cgsld (4,2
G| delyds Jy mdl delio 3 dus My daddl J o sy Wl Sy
il gl oy o JolSIG i 05 Skl s s ol (1 (i puill iy 21
id gy sl JyLlly Ll o1 conlall 5L pisu o) Lo
- BB s i s gl 2o qaonsd Lusy Joiasl oLty

o e (T oo duabizio Colimity ol (oo )\ L] G pte W
S olaadl Gl 7, cyo il g () gl IS 3 iy cias
Sl SV I olble ol s e 103 Sl o oy 5L3
Slpiar (£) p W52 don S gomy a5l ol oy« gld ol (g, Lonsll
b Al pme b iy iy (V) Bualy i Sl Y L SUo] 5 i) sda
Jons 3 L gl Tt 5580 (o aie gl (6 Tty p a3 Sy . 2
gLl 8 palaw i ptamas Wo dopdll i 3 i 24 6 G
oy il LA (g ond]



£ YNl Ry YE S () YO saal - D5 A

(2) CONTRACTOR pays to EGPC the relevant bonuses

in accordance with Article IX(h) of thus Amendment
Agreement.
Three (3) months before the commencement of the
Second Optional Extension Period, CONTRACTOR
has to review with EGPC the Development Lease(s)
arca and to agree whether any Development Block(s)
not producing or not contributing to production should
be relinquished, with any such rehinquishment to take
effect upon the commencement of the Second Optional
Extension Period.

(¢) Development operations shall upon the 1ssuance of a Development

Lease granted following a Commercial Discovery of Oil be started
promptly by CONTRACTOR, under the supervision of the JDC, and
be conducted 1n accordance with sound and accepted petroleum industry
practices and accepted petroleum engineering principles, until the
field 1s considered to be fully developed, 1t 1s being understood that 1f
assoctated gas 1s not utihzed, EGPC and CONTRACTOR shall negotiate
in good faith on the best way to avoid impairing the production 1n the
interests of the parties.
In the event no Commercial Production of O1l 1n regular shipments 1s
established from any Development Block within four (4) year from
the date of the Commercial Discovery of Oil, the reserves of such
Commercial Discovery of Oil shall immediately be surrendered by
CONTRACTOR to EGPC. However, such four (4) year period may
be extended by an additional penod not exceeding one (1) year subject
to the approval of the Mimster of Petroleumn. Each Development
Block 1n a Development Lease being partly within the radius of
drainage of any producing well in such Development Lease shall be
considered as participating in the Commercial Production referred to
above.
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Development operations 1n respect of Gas and Condensate to be
produced with or extracted from such Gas shall, upon the signature
of a Gas and Condensate Delivery Agreement or commencement of
a scheme to dispose of the Gas for export after obtainming the
competent authorities approvals as referred to in Article VII of this
Amendment Agreement, be started promptly by CONTRACTOR
under the supervision of the JDC, and be conducted in accordance
with sound and accepted petroleum industry practices and accepted
petroleumn engineering principles and the provisions of such Gas
and Condensate Delivery Agreement or scheme.

For the avoidance of doubt, all existing Development Leases
oranted and Work Programs agreed prior to the Effective Date
shall continue to apply in full force and effect pursuant to the
Concession  Agreement as amended by this Amendment
Agreement.

If, upon application by CONTRACTOR, 1t 1s recogmzed by EGPC
that Crude Oi1l, Condensate or Gas 1s being drained from either an
Exploration Block or a Development Block under this Amendment
Agreement existing prior to the Effective Date into a development
block on an adjoining concession arca held by the same
CONTRACTOR or another contractor, such Exploration Block or
Development Block, as the case may be, being drained shall be
considered as participating in the Commercial Production of the
development block 1n question and such Exploration Block being
drained shall be converted into a Development Lease with the
ensuing allocation of costs and production (calculated from the date
that the Concession Agreement was 1ssued by virtue of Law No. 5

of 1999 (being the A of May 1999) or the date such drainage
occurs, whichever 1s later) between the two concession areas. The
allocation of such costs and production under each concession
agreement shall be in the same portion that the recoverable reserves
in the drained geological structure underlying each concession area
bears to the total recoverable reserves of such structure underlying
both concession arcas. The production allocated to a concession
arca shall be priced according to the concession agreement
covering that concession area.
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(8)

In case of failure by CONTRACTOR or the contractor(s) in each
other concession arca to agree on the allocation of costs and/or
production for such separate development leases under each
concession area, such disagreement shall be resolved by an expert
determunation, the expert to be agreed upon by the concerned
CONTRACTOR and contractor(s). EGPC shall have the right to
interfere and induce the CONTRACTOR and contractor(s) in each
concession area to fully cooperate and resolve the drainage matter
1n an expedient manner as per the expert decision, such that neither
contractor shall be umjustifiably ennched. EGPC shall not be
responsible for any of the costs of such expert insofar as they relate
to the Area.
CONTRACTOR shall bear and pay all the costs and expenses
required 1n carrying out all the operations under the Concession
Agreement and under this Amendment Agreement (except for any
sole risk operations of EGPC or LPG operations unless Article VII

(3)(b) becomes applicable) but such costs and expenses shall not
include any interest on investment. CONTRACTOR shall look only

to the Petroleum which 1t has rights to under this Amendment
Agreement to achieve an economic return. During the term of this
Amendment Agreement, the total production achieved 1n the conduct
of such operatton shall be shared between EGPC and
CONTRACTOR 1n accordance with the provisions of Article VII.

1. Unless otherwise provided CONTRACTOR shall be subject to
Egyptian income tax laws and shall comply with the
requirements of such laws with respect to the filing of tax
returns, the assessment of tax, and keeping and showing of

books and records.
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2. CONTRACTOR shall be hable to prepare the tax return, that the

tax authonty shall be entitled to audit, provided that the
outcome of such audit shall not mmpair either directly or
indirectly EGPC’s oblhigation under Article I1I{g)4) to pay 1n
full any additional income tax arising from such audit provided
that the CONTRACTOR shall submit the tax return to the tax
authonties within the due time . CONTRACTOR shall submit
the tax return to EGPC twenty five (25) days prior to the due
date of submutting thereof to the tax authority. EGPC shall
have the night to review the tax return in order to accept the tax
calculation therein. EGPC shall provide comments on such
return within fifteen (15) days of the date of receiving the tax
return from CONTRACTOR. In any case CONTRACTOR
shall be responsible for submutting the tax return to the tax
authornty within the due date.

3. CONTRACTOR’s annual income for Egyptian income tax

purposes under the Concession Agreement and this
Amendment Agreement shall be an amount calculated as
follows:

The total of the sums received by CONTRACTOR from the

sale or other disposihon of all Petroleum acqured by
CONTRACTOR.

Reduced by:
(1) The costs, expenses and expenditures of CONTRACTOR ; and

(11) Depreciation of all Exploration and Development
expenditures incurred by CONTRACTOR:

(a) up to and until the day before the Effective Date
(such expenditures are reflected n the last statement of
Exploration and Development activities expenditures
delivered by CONTRACTOR to EGPC pursuant to
the terms of the Concession Agreement, shall be
considered and regarded as past Amendment Agreement
expenditures); and

(b) on or after the Effective Date; and
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(111) Operating Expenses incurred by CONTRACTOR to perform
the activities under this Amendment Agreement.

(1v) Any other costs, expenses and expenditures incurred by
CONTRACTOR and related to the Concession Agreement

and this Amendment Agreement and not classified in the
items above.

plus

An amount equal to CONTRACTOR’s Egyptian income taxes
grossed up in the manner shown 1n Article V of ANNEX "C".
For purposes of calculating tax deductions in any Tax Year, the
provisions of this Article shall apply in respect of the classification
of costs, expenses and expenditures and rates of amortization.

EGPC shall assume, pay and discharge, in the name and on
behalf of CONTRACTOR, CONTRACTOR’s Egyptian income
tax out of (1) EGPC sales proceeds generated from sales of Gas
and Condensate concluded subsequently after the disposal and
delivery of Gas and Condensate acquired from CONTRACTOR
pursuant to this Amendment Agreement and under any Gas and
Condensate Delivery Agreement to be entered into pursuant to
Article VII; (1) EGPC’s share of Petroleum as per Article VII
hereof;, and (111) in case of export of Gas by CONTRACTOR,
after obtaining the competent authorities approvals for such
export, from funds advanced by CONTRACTOR to EGPC

sufficient to cover the relevant Egyptian income taxes in
respect of such Gas for export.

Except for income taxes due as a result of Gas for export by
CONTRACTOR, all taxes paid by EGPC in the name and on
behalf of CONTRACTOR shall be considered income to
CONTRACTOR.



Y\Mlﬁﬁ*i‘_}(elﬁ) Yo .:-Lt.”—x-:w)|3.\.bé-| eA

38 <o () Il T Jh LY Jo Uil by gl 005 — 0
IS 3 s o i JS o S5l ol iy ) J50) gy o
i il Lt o Iyl L1, 3Y dnegdl Mo e Loy (4} s
ey piad) el o 55000 YL b 3,85 ol s + AL
S 53ke 9,3 (A UL n ks padulll AL Ly Lins Tzl
SVl s
Hald 5,55 o o) US| 3 by LS i puaad | S50 g i =
W5 S ) gopg o LIT ot A S (e IS
Il gy oo Joudl (Ao S miad) oo (i el e g ol
INE & W30y SNPATION P S DS P TP  P SN {1021
gtz €05 3 s L L] NI ol s ) )
o 5Lt gl e @l o snion Lay el )T Slng
g op T g o deloy Al il gl (o S by (b liaadd o
gl 1 I e g dylill gt L e
Sl g o ke R il ol (il ol gl oL e - ¥
AUVl poarr eaied o il o S5l il gy bl 5L S
S Je L pall Sl olpos i S ) Zaagll Lgnds
sl e L dnegd] Lgzads
=1 il (21,8Y sad) Lol SRV, 0y all - A
on Jpdazd U1 3 Lanl L Lol o4 SLel o aa (1)
Jo i sl i)y oy el ]y IS il
el ldas 5 ipmatadly Comdl 1ot pmpamrry il
o Joaandl 3U1 5 oY1 L 3L amgs Ly it ] oLkl
Lol Wb cdlall (ol 2Y asdd WG



08

YoV, o 2.;.?‘,..:‘ Yﬁuﬁ (cll.'a') Yo 3“‘-@)‘3&}'

5. EGPC shall furmsh to CONTRACTOR the proper official receipts

evidencing the payment of CONTRACTOR’s Egyptian income
tax for each Tax Year within ninety (90) days following the
receipt by EGPC of CONTRACTOR’s tax declaration for the
preceding Tax Year. Such receipts shall be 1ssued by the proper
Tax Authorities and shall state the amount and other particulars
customary for such receipts.

. As used herein, Egyptian Income Tax shall be inclusive of all income

taxes payable in the A.R.E. (including tax on tax) such as the tax
on income from movable capital and the tax on profits from
commerce and industry and inclusive of taxes based on income or
profits including all dividends, withholding with respect to
shareholders and other taxes imposed by the GOVERNMENT of
ARE. on the distnbuttion of income or profits by
CONTRACTOR.

7. In calculating i1ts A.R.E. income taxes, for Gas other than Gas for

export by CONTRACTOR, EGPC shall be entitled to deduct all royalties
paid by EGPC to the GOVERNMENT and CONTRACTOR’s
Egyptian income taxes paid by EGPC on CONTRACTOR’s
behalf.

8. Deduction of Costs and Tax Depreciations:

a. Subject to the auditing provisions under this Amendment
Agreement, all CONTRACTOR costs, expenses and
expenditures 1n respect of the Exploration activities,
Development activities and production operations and related
operations under the Concession Agreement and under this
Amendment Agreement shall be tax deductible in accordance
with this Article.
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b. For the purpose of determumng the classification of all costs,
expenses and expenditures the following terms shall apply:

1.

"Exploration Expenditures” shall mean all costs, expenses
and expenditures for Exploration and the related portion of
indirect expenses and overheads.

"Development Expenditures" shall mean all costs,
expenses and expenditures for Development and the
related portion of indirect expenses and overheads.

"Operating Expenses” shall mean all costs, expenses and
expenditures made after the date of Commercial
Production Commencement, which costs, expenses and
expenditures are not normally depreciable.

However, Operating Expenses shall include without limitation

work over, repair, maintenance of assets, sidetracking,
redrilling and changing of the status of a well, replacement of
assets or part of an asset, additions, improvements,
renewals or major overhauling and any other services
relevant to the activities carried out hereunder.

For the purpose of determuming CONTRACTOR’s taxable

income, Exploration Expenditures, Development Expenditures

and Operating Expenses shall be depreciated in the following
IManner. -

(1) "Exploration Expenditures”, including all and any costs

incurred prior to the Effective Date and those incurred
prior to the Comuimercial Production Commencement, shall be
depreciable at the rate of ten percent (10%) per anmum starting
in the Tax Year of Commercial Production Commencement.
Any Exploration Expenditures incurred on ar after the Commercial
Production Commencement shall be depreciated at ten

percent (10%) per annum starting from the Tax Year
such expenditures are incurred and paid.
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(11) "Development Expenditures”, including all and any costs
incurred prior to the Effective Date and those incurred
prior to the Commercial Production Commencement,
shall be depreciable at the rate of ten percent (10%) per
annum starting in the Tax Year in which Commercial
Production Commencement occurs. Any Development
Expenditures incurred on or after the Commercial Production
Commencement shall be depreciated at ten percent
(10%) per annum starting from the Tax Year such
expenditures are incurred and paid.

(111) "Operating Expenses”, incurred and paid after the Commercial
Production Commencement, shall be deductible 1n the
Tax Year in which such costs and expenses are
incurred.

Article IV
EXPLORATION ACTIVITIES AND WORK PROGRAM

(a) CONTRACTOR commenced Exploration operations under the
Concession Agreement 1ssued by virtue of Law No. 5 of 1999
(being the 4th of May 1999). EGPC shall make available for
CONTRACTOR’s use all seistmc and other Exploration data in
EGPC’s possession with respect to the Area as EGPC 1is
entitled to do so.

(b) The imtial Exploration period was five (5) years from the
effective date of Law No. 5 of 1999. CONTRACTOR was
granted two (2) successive extension periods, of five (5) years
and three (3) years respectively, in accordance with Article III
(b). The abovementioned two (2) successive extensions to the imitial
Exploration period have been granted to CONTRACTOR prior
to the Effective Date of this Amendment Agreement.
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CONTRACTOR has fulfilled 1ts financial obligations which are
a mmummum of forty eight mullion U.S. Dollars (US$48,000.000)
on Exploration operations and activities related thereto during the
imtal five (5) year Exploration period mcluding the performance
of geophysical and geological studies and the dnlling of one (1) well,
and a mumrmum of minety seven mulhion U.S. Dollars (US$97.000,000)
which included the performance of geophysical and geological
studies and the dnlling of three (3) wells dunng the first
extension pertod of five (5) years that CONTRACTOR elected
to extend beyond the 1mtial Exploration period.

For the second extension penod of three (3) years that CONTRACTOR
has elected to extend beyond the five (5) year first extension
penod, CONTRACTOR has commtted to spend a rmmmum of one
hundred and sixty five mmullion U.S. Dollars (US$ 165,000,000)
and CONTRACTOR undertakes to spend the remainder of the one
hundred and sixty five mllion U.S. Dollars (US$ 165,000,000)
expenditure commutment in the second extension penod not yet spent
prior to the Effective Date of this Amendment Agreement . Such
obligation referred to 1n this paragraph 1s witlhin the Letter of
Guarantee that CONTRACTOR has delivered to EGPC upon

exercising the right to enter mmto the second Extension period.

Should CONTRACTOR have spent more than the mimmum

amount required to be expended or dnlled more wells than the

mimmum required to be dnlled dunng any Exploration period,
the excess shall be subtracted from the mimmum amount of
money rtequired to be expended by CONTRACTOR or
mintmum number of wells requured to be drnlled during any

succeeding Exploration period.
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(c)

(d)

In case CONTRACTOR surrenders 1ts Exploration rights under
this Amendment Agreement as set forth above before or at the
end of the third (3rd) year of the second extension period, having
expended less than the total sum of one hundred and sixty five
million U.S. Dollars (US$ 165,000,000) on Exploration, or in
the event at the end of the three (3) years of the second
extension period, CONTRACTOR has expended less than said
sum 1n the Area, an amount equal to the difference between the
said one hundred and sixty five million U.S. Dollars (US$
165,000,000) and the amount actually spent on Exploration
shall be paid by CONTRACTOR to EGPC at the time of
surrendering or within three (3) months from the end of the third
(3“1) year of the second extension period, as the case may be, and
any such payment shall be treated as Exploration Expenditures,
and Expenditures under Article VII(1.2)(1).

CONTRACTOR shall advance all necessary funds for all
materials, equipments, supplies, personnel admimistration and
operations pursuant to the Exploration Work Program and
EGPC shall not be responsible to bear or repay any of the

aforementioned costs.

Notwithstanding the above , in the event that CONTRACTOR
wishes to carry out any further Exploration activities in the
Area after the Effective Date, CONTRACTOR shall be
responsible for the preparation and performance of the
Exploration Work Program which shall be reviewed by the
IJDC 1n accordance with Article VI and implemented in a
workmanlike manner and consistent with sound and accepted

petroleum industry practices.
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(e)

(1)

All  speciahzed design, engineening, development and
production studies as well as any other studies related to the

performance of thus Amendment Agreement shall be made
either inside or outside of the A .R.E. Considerations to take the
respective decision shall be given to those pertaining to the due
delivery of the obligations stipulated hereunder including
without hmmtation the obligations under the Gas and

Condensate Delivery Agreement and without prejudice to
Article XIV hereof.

CONTRACTOR shall supply all funds necessary for its
operations 1n the A.R.E. under this Amendment Agreement 1n
freely convertible currency from abroad. CONTRACTOR shall
have the night to freely purchase Egyptian currency in the
amount necessary for its operations in the A.R.E. from EGPC or
from any bank authorized by the GOVERNMENT to conduct

foreign currency exchanges . Priority shall be given to EGPC
to purchase the foreign currencies from CONTRACTOR at the

same applicable rate and date as such currency may be
purchased from the National Bank of Egypt.

CONTRACTOR shall have the nght to remit and retain abroad
and within the A R.E, all funds including any foreign currency
acquired by 1t including the proceeds received in connection
with this Amendment Agreement or the Gas and Condensate
Delivery Agreement.

EGPC 15 authonzed to advance to CONTRACTOR the Egyptian

currency required for the operations under this Amendment
Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official rate of
exchange in the A.R.E. as specified by the Central Bank of Egypt
onthe date of exchange, such amount 1n U.S. Dollars shall be deposited
in an EGPC account abroad with a correspondent bank of the
National Bank of Egypt, Cairo, A R.E. Withdrawals from said
account shall be used to finance EGPC’s and 1ts Affiliated
Companies’ foreign currency requirements, subject to the
approval of the Minister of Petroleum.
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ARTICLE ¥V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY
The parties acknowledge and agree that all mandatory
relinquishment obligations of the imtial Exploration period and the
first Exploration extension period under the Concession Agreement
have been fulfilled prior to the Effective Date.
Without prejudice to Articles III and XXIIT and this Article V, at
the end of the thirteenth (13™) year of the Exploration period,
CONTRACTOR shall relinquush the remainder of the Area not then
converted to a Development Lease or Leases.
[t 1s understood that at the time of any relinqushment the areas to
be converted into Development Leases and which are submutted to
the Mimster of Petroleum for his approval according to Article III
(d) shall, subject to such approval, be deemed converted to
Development Leases.
CONTRACTOR shall not be requured to relinquish any Exploration
Block or Blocks on which a Commercial Oil or Gas Well 1s
discovered before the perniod of time referred to mn Article IIl(c¢)
oiven to CONTRACTOR to determine whether such Well 15 a
Commercial Discovery worthy of Development or to relinqush an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGPC subject to EGPC’s right to agree
on the existence of a Commercial Discovery pursuant to Article III

(c¢), and without prejudice to the requarements of Article IlI(e).

In the event at the end of the second Exploration extension period, a
well 15 actually dnlling or testing, CONTRACTOR shall be allowed
up to six (6) months to enable 1t to discover a Commercial Oil or Gas

Well or to establish a Commercial Discovery, as the case may be.



Yo G YE 3 () YO sl = wn JlBs b VY

: Gl Jlaideidf ()

o ilalh o e 3 o 4T S 0 0, leant s oy of dyLiLl) e
33 5559 o bt 5 Gy lellad o ol o] dalS oy lollad 5 oo
cor b o gl 8dn oo Condl Ol (o)) Joadl s 7, (3 S5
(&) anylJl 2aUl

i o] GYY ol sl s ol 055 o lantll SLESY) iy
ol 153 Sl 4l di g2y (s JIout Wty U5y 5ty aze
s dde o paill

sl f Bald |

wibsboidly Josd! 2wl o
(£) dogyl pdjiza b e Liael (A) Sl g 3]l Tl &k S (1)
wlwijio}ﬁ;%tﬁlw%)h&w'wm
oo 9] et 5 5L B 505 it all) o LY Oy e 4820
OO0 S EVRU JRPPA| P S E99 CJEXA R SOREI [ 2 S PUEIIPIR (|
Sl )0 i Loy (V0) s Taad D . Iyl Gyl G GG,
S il e Gt B el | wliael » Ll Ryl sl Jy kil o 4
o Loy JgUill Kl s ! iy o by (V) s P
i Jslitly dgdl Jigy . a8t et ad 3 Onall Liliael
s P 3 0S| i) oadd S5 g a1 3 Ui il J pnl
o Ol oglimel dhicial Jollly glls o0 pmad) eyl oo Lo (1)
Sl oo 5f o S Wb comst s s (B A Tt ik

o Suaddl U1 o 5,000 3kl W3y 5



VY

YA die Ry Y4 3 (1) Y0 saadl = w1 5y 4

(h) VOLUNTARY

CONTRACTOR may, voluntanly, relinquish all or any part of the
Area 1n whole Exploration Blocks or parts of Exploration Blocks
provided that at the time of such voluntary relinquishment, its
Exploration obligations under Article IV(b) have been satisfied for
such period.

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

ARTICLE VI
WORK PROGRAMS AND OPERATIONS

The JDC will be formed of eight (8) part time members, four (4) of
whom shall be appointed by EGPC and four (4) by CONTRACTOR
and whose chairman will be designated by EGPC from among the
members appointed by EGPC. EGPC shall have the option to
dedicate on a full time basis one of its appointed members in the JDC,
whose role will be to manage communications and documentation
between CONTRACTOR and EGPC. Within fifteen (15) days after
the Effective Date, CONTRACTOR shall notify EGPC of the
identity of its appointed members to the JDC and within sixty (60)
days after the Effective Date, EGPC shall notify CONTRACTOR
of the identity of its appointed members to the JDC. EGPC and
CONTRACTOR shall use their reasonable endeavours to ensure
that such JDC members convene the first JIDC meeting within sixty
(60) days of the Effective Date. Each of EGPC and
CONTRACTOR may replace their appointed JDC members at any
time by written notice to the other in accordance with Article X of
this Amendment Agreement.
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CONTRACTOR through 1ts own orgamization and subject to Article
XVII, shall conduct Exploration and Development activities and
production operations under the supervision of the IDC without prejudcace
to the CONTRACTOR s night to utilize its own procurement and supply
chain management processes and procedures for the discharge of all
the obligations and execution of all the activities hereunder in
accordance with sound and accepted petroleum industry practices
without the need for any further approvals from the IDC and/or
EGPC other than those stipulated hercunder.

Not later than four (4) months before the end of the current
Financial Year (or such other date as may be agreed upon by EGPC
and CONTRACTOR) and no later than four (4) months preceding
the commencement of each succeeding Financial Year thereafter (or
such other date as may be agreed upon by EGPC and
CONTRACTOR) CONTRACTOR shall be responsible for the
preparation of any Exploration Work Program for any part of the
Area and the preparation of the Development Work Program setting
forth the Development work which CONTRACTOR proposes to
carry out duning the ensuing year and which shall be implemented
1n a workman like manner and consistent with sound and accepted
petroleum industry practices. The IDC shall review any Exploration
Work Program for the Area and any Development Work Programs
for each Development Lease. Any Work Program shall include a
l1st of the necessary permits requured for CONTRACTOR to carry
out 1ts obligations and the timelines to acquire the permuts related to
such obligations. CONTRACTOR agrees to undertake all necessary
actions required to be taken by CONTRACTOR and adhere to any
legal requrement for the i1ssuance of the required permmts and
subrmt the applications of such permts on a timely manner to the
competent authorities. For the purpose of obtaimng all the required
permits and without prejudice to the foregoing, EGPC shall
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facilitate the 1ssuance (including endorsement of CONTRACTOR’s
requests), of all permuts required for CONTRACTOR to carry out
its obligations hereunder promptly and in timely manner. The

provisions of this Article VI(a) shall be subject to the provisions of
Article XV. Moreover, the JDC shall be responsible for:

1.

1.

111.

1V.

Approving any Plan of Development(s) and the Field
Development Plan(s) without the need for further approvals
from EGPC, except for the Plan of Development which shall be
submitted to EGPC within three months from the Effective Date
of this Amendment Agreement for approval; and

Reviewing the Annual Work Program(s), for Exploration and
Development activities and production operations; and

Monitoring CONTRACTOR’s performance of the activities
carried out hereunder through a quarterly progress report
delivered by CONTRACTOR to the JDC which will include,
but shall not be limited to, the following:

*  Progress against any approved Plan of Development; and

*  Progress against any Annual Work Program; and

*  Satisfaction of CONTRACTOR’s obligations in respect of
local contractors and locally manufactured material as per
Article XXVI, and

Monitoring CONTRACTOR’s performance of the activities
carried out hereunder during the production operations through
a monthly progress report delivered by CONTRACTOR to the
IDC which will address key performance indicators and
milestones, including production rates and forecasts in
accordance with the provisions of the Gas and Condensate
Delivery Agreement; and
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v. Reviewing all the required permits and permissions requested by

\

CONTRACTOR as part of the Annual Work Program(s) (and in
particular, any permits or permissions which are considered
critical path items). CONTRACTOR agrees to undertake all
necessary actions requured to be taken by CONTRACTOR and
adhere to any legal requirement for the 1ssuance of the required
permuts and submmt the applications of such permits on a timely
manner to the competent authonties. For the purpose of

obtaimng such permits and permissions including without

limmtation work permits, operational permits and environmental
permits tequired for operations and due delivery of
CONTRACTOR’s obligations, EGPC shall facilitate the 1ssuance
(including endorsement of CONTRACTOR’s requests) of all
permits required for CONTRACTOR to carry out 1ts obligations
hereunder promptly and 1n a timely manner. The provisions of
this Article VI(a) shall be subject to the provisions of Article
XV: and

Reviewing end of year progress report covering activities
performed and expenditures incurred; and

vil. Ensuning the execution and operation of projects 1n accordance

with environmental standards and safety regulations; and

vii. Receipt through the JDC member appointed by EGPC for managing

1X.

communication and documentation or 1f none through any other
JDC member appointed by EGPC, on behalf of EGPC, of all
documentation (including without hmmtation. invoices and
contracts) pertaining to the costs and expenditures incurred by
CONTRACTOR 1n respect of the activities carried out hereunder;
and

Venfying the amount of any other Gas reserves for the purposes
of the Second Optional Extension Period.
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Following the approval of the JDC, of the Plan of Development,
CONTRACTOR shall not substantially revise or modify said Plan
of Development, without the prior approval of the JDC.

Notwithstanding the paragraph above or any other provisions of
this Amendment Agreement, in the event of emergencies mnvolving
danger of loss of lives or property, the CONTRACTOR shall take
all steps and measures as may be prudent and necessary 1n
accordance with sound and accepted petroleum industry practices
for the protection of its interests and the interests of EGPC 1n the
ARE. and the property, life and health of other persons, the
environment and the safety of Petroleum operations. CONTRACTOR
shall promptly inform EGPC of such emergency or accident and
will report any alteration from the agreed Plan of Development or
any reviewed Work Program to the IDC. For the avoidance of
doubt, all the approvals granted by the JDC shall constitute the
approval of EGPC and CONTRACTOR thereto and shall not be
unreasonably withheld or delayed.

The JDC shall meet on a monthly basis as well as when the
Chairman or at least four (4) of the JDC members or EGPC or
CONTRACTOR requre. The JDC meetings shall be held 1in Cairo,
A_RE or in any other place as may be agreed on by CONTRACTOR
and EGPC.

All decisions and approvals granted by the JDC {whether through
meetings or circulation), shall requure the unanimous approval of at
least four (4) members of the JDC, consisting of at least two (2)
members appointed by EGPC and two (2) members appointed by
CONTRACTOR, or their delegates whom should be IDC members
and authorized by a written proxy and whose approval SHALL
CONSTITUTE the approval of their principals with respect to any
matter which 1s within the powers and duties of the JDC.
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A secretary shall be appointed from the four (4) JDC members
appointed by CONTRACTOR who will send out notifications of
meetings which will include, without imitation, a proposed date for
the meeting, an agenda specifying the essential details 1n relation to
the matters to be discussed and decided upon at the relevant
meeting and shall be accompamed by any relevant documents
required for such meeting. Such notification of a meeting must be
given to all JIDC members at least fifteen (15) working days in
advance of such meeting. The aforementioned notice period may
only be changed with the unammous consent of all the JDC
members.

Within five (5) working days from the receipt of the meeting
notification by the JDC members, any JDC member, by notice to
the secretary, may add addittonal matters to the agenda and/or ask
for any reasonable clanfication or further data or information from
CONTRACTOR with respect to any agenda item or matter(s)
which requires a decision of the JDC according to the provisions of
this Amendment Agreement. CONTRACTOR shall have five (5)
working days to respond to such request.

Only on the request of a JDC member from either EGPC or
CONTRACTOR and with the consent of all JDC members may the
IDC consider at a meeting a proposal not contained 1n such meeting
agenda. All the IDC decisions shall be documented by the secretary
in the form of resolutions duly signed by at least two (2) members
of the JDC, one (1) of which 1s the chairman of the JDC or his
delegate from the JDC members and another one (1) from the JDC
members appointed by CONTRACTOR.

Any decisions and approvals required from the JDC shall not be
unreasonably withheld and shall be given and commumcated to
CONTRACTOR within five (5) working days after the date of the
relevant JDC meeting and 1n any event not later than ten (10)
working days from the meeting date proposed in the original
notification by the JDC secretary.
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In the event a JDC member appointed by CONTRACTOR has
rejected any proposal, such JDC member shall promptly provide to
EGPC a reasonable justification for its rejection not more than five
(5) working days following the JDC meeting, and in the event a

IDC member appointed by EGPC rejected any proposal, such JDC
member shall then promptly provide to CONTRACTOR a

reasonable justification for its rejection not more than five (5)
working days following the JDC meeting.

Without prejudice to the foregoing, and 1n case of JDC’s justifiable
rejection, CONTRACTOR shall escalate, in writing, the matter in
question to EGPC Chief Executive Officer who shall use his best
endeavors to reach a resolution with CONTRACTOR on the
respective matter in the best interests of the activities carried out
hereunder, provided that 1t from the perspective of a reasonable and

prudent contractor, any delay in approving the matter in question
might hinder or delay the delivery of CONTRACTOR’s obligations

under this Amendment Agreement or the Gas and Condensate
Delivery Agreement, or 1in any event EGPC and CONTRACTOR
are unable to reach a resolution on any unresolved matter within
seven (7) working days following the escalation of the matter to
EGPC Chief Executive Officer, CONTRACTOR shall have the
right to proceed.

In the event that any of such JDC members fails to commumcate a
decision or to provide the required justification to CONTRACTOR

or EGPC (as applicable) within the JDC approval peniod referred to
above, the respective matter proposed will be deemed to have been
decided upon positively by such JDC member, and where such
decision would have resulted in the approval by the JDC of the
matter proposed, the secretary shall deliver to the JDC chairman
and CONTRACTOR a written confirmation signed solely by the
secretary that the JDC decision making process as detailed herein 1s

fulfilled and the respective matter proposed shall be deemed 1n
favor of CONTRACTOR proposal and consistently with this

Amendment Agreement.
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(b)

(c)

CONTRACTOR shall advance all necessary funds for all materials,
equpments, supplies, personnel, admumstration and operations
pursuant to the Development Work Program and EGPC shall not be
responsible to bear or repay any of the aforesaid cost.

CONTRACTOR shall entrust the management of Exploration,
Development activities and production operations in the A R.E. to
its techmcally competent General Manager and Deputy General
Manager. The names of such General Manager and Deputy General
Manager, shall upon appointment, be forthwith notified to EGPC.

(d) Itis recogmzed that the prompt 1ssuance of various permits required

for CONTRACTOR to carry out the operations hereunder 1s
imperative for the delivery of the obligations stipulated hereunder
including without hmutation those permits and permissions whose
due 1ssuance are related to critical path 1items and necessary as part
of CONTRACTOR’s schedule to meet its obligations under Article
VII(1). Consequently, 1t 1s agreed that in the event of any delay in
1ssuing  these permits which will hinder the fulfillment of
CONTRACTOR’s obligations, EGPC and CONTRACTOR shall
negotiate 1n good faith to reach an agreement on the best possible
means to mutigate the risks and liabilities associated with such
delay. CONTRACTOR agrees to undertake all necessary actions
required to be taken by CONTRACTOR and adhere to any legal
requirement for the 1ssuance of the required permits and submit the
applications of such permits on a timely manner to the competent
authorities. For the purpose of obtaining all the required permts
and without prejudice to the foregoing, EGPC shall facilitate the
1ssuance (including endorsement of CONTRACTOR’s requests), of
all permats required for CONTRACTOR to carry out 1ts obligations
hereunder promptly and 1n timely manner. The provisions of this
Article VI{d) shall be subject to the provisions of Article XV.
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(¢) CONTRACTOR shall, for the purpose of the Concession Agreement
and this Amendment Agreement, be exempted from the following
laws and regulations as now or hereafter amended or substituted:

- Law No. 48 of 1978, on the employee regulations of public sector
companies;

- Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and lhimted hability
companies,

- Law No. 97 of 1983 promulgating the law concerming public
sector orgamzations and companies;

- Law No. 203 of 1991 promulgating the law on public business
sector companies,

- Law No. 95 of 1992 promulgating a capital markets law; and

- Provisions of Chapter 2 of Part 6 of Law No. 88 of 2003,
orgamzing dealings in foreign currencies in accordance with

Central Bank of Egypt and the A.R.E. banking system law.

(f) Within mnety (90) days from the date of Commercial Production
Commencement, and not later than four (4) months before the end
of the relevant Financial Year (or such other date as be agreed upon
by EGPC and CONTRACTOR) and four (4) months preceding the
commencement of each succeeding Financial Year thereafter (or
such other date as may be agreed upon by EGPC and
CONTRACTOR), CONTRACTOR shall prepare an annual
production schedule in accordance with the Gas and Condensate
Delivery Agreement and the Plan of Development for Crude Oul.

(g) If and for as long duning the period of production operations there
exists an excess capacity in the facilities which cannot during the
period of such excess be utilized by the CONTRACTOR or for gas
cormng from West Mediterranean (Block 1) Concession Agreement
1ssued by Law No.73 of 1996 as amended, EGPC and
CONTRACTOR will consult together to find a mutually agreed
formula whereby EGPC or third party may use the excess capacity
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1f 1t so desires without any unreasonable financial or unreasonable
operational disadvantage to the CONTRACTOR. CONTRACTOR
has the night to be remmbursed for its incremental operational
expenditures 1n regards to any such use of excess capacity by EGPC
or third party. The difference between the amount paid by the third
party for such use and CONTRACTOR’s incremental operational
expenditures 1n regards to such use by third party shall be paid to

EGPC.
Article V11
COMPENSATION OF COSTS AND EXPENSES AND
PRODUCTION SHARING

CONTRACTOR shall develop and produce EGPC’s and
CONTRACTOR’s shares of production and cost recovery share
under the Concession Agreement and deliver all the production to
EGPC 1n accordance with this Amendment Agreement. For the
Petroleum operations carried out under the Concession Agreement
and this Amendment Agreement, CONTRACTOR shall only look to
the Petroleum CONTRACTOR has nights to, as further specified
hereunder, which 1s produced and saved from all Development
Leases within the Area, and not used in petroleum operations, to
compensate for all costs and expenditures incurred and to realize the
dedicated investments 1n accordance with this Article VII. For the
avordance of doubt, the cost recovery mechamsm and all associated
processes and procedures, either express or implied under the terms
of the Concession Agreement, shall cease to exist as of the Effective
Date and, subject to Article VII(3) and except for 1n respect of any
sole risk operations where CONTRACTOR does not participate,
CONTRACTOR shall bear and pay for all costs, expenses and
expenditures required in carrying out all the activities under this
Amendment Agreement and assume all nsks and habilities 1n
accordance with Article VII (1.2) (a) and Article XV. Costs,
expenses and expenditures incurred relating to activities carried out
on or after the Effective Date shall be treated 1n accordance with this
Amendment Agreement and shall not underlie the cost recovery or
audit mechamsm of the Concession Agreement.
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Notwithstanding the above, EGPC shall be entitled to audit the costs,
expenses and expenditures incurred by CONTRACTOR under the
terms of this Amendment Agreement including those costs, expenses
and expenditures incurred until the Effective Date in accordance
with Article I{¢) of Annex "C".

1. Gas and Condensate

(a)

(b)

Notwithstanding the provisions of Article III(a), all Gas and
Condensate produced and saved, and not used in Petroleum
operations under this Amendment Agreement shall, subject to
the provisions of this Article VII(1), be disposed of and
delivered by CONTRACTOR to EGPC under a long term Gas
and Condensate Delivery Agreement and be delivered at the
Delivery Point for Gas and Delivery Point for Condensate.
This clause 1.1(a) shall not apply in respect of Incremental

Reserves, which shall be subject to the provisions of Article
VII(1.1)(b) below.

All Gas and Condensate produced and saved from any
Incremental Reserves, and not used in Petroleum operations
under this Amendment Agreement shall be shared between
CONTRACTOR and EGPC according to the following shares:

Incremental Reserves EGPC percentage | CONTRACTOR
share percentage share
Gas produced and saved from 39% 61%

Incremental Reserves and not

used in Petroleum operations

Condensate produced and saved 50% 50%
from Incremental Reserves and

not used in Petroleum operations
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(c)

Subject to the provisions of this Article VII(1), CONTRACTOR s
share of such Incremental Reserves of Gas and Condensate
shall be disposed and delivered to EGPC under the same long
term Gas and Condensate Delivery Agreement as referred to
in Article VII (1.1)d) (1).

In respect of Other Reserves of Gas, priority shall be given to
meet the requirements of the local market as determmned by
EGPC, and 1n case an export opporturnuty 1s made available,
CONTRACTOR will be the first in line for any new LNG
export scheme under terms and conditions to be agreed upon
between EGPC and CONTRACTOR and subject to the
approval of the competent authonties. Egyptian income tax and
royalty 1n respect of any Gas subject to such LNG export
scheme shall be treated 1n accordance with Article VII(1.2)(h).

(d) (1) EGPC and CONTRACTOR shall, upon the Effective Date

and the signature by all parties of the North Alexandria
Amendment, sign a Gas and Condensate Delivery
Agreement 1n agreed form for the disposal and delivery of
Gas and Condensate from CONTRACTOR to EGPC 1n
respect of the Imtial Reserves and Incremental Reserves.

(11) EGPC and CONTRACTOR shall use their reasonable
endeavors to sign a Gas and Condensate Delivery
Agreement 1n respect of any Other Reserves. Should
EGPC fail to enter into a long-term Gas and Condensate
Delivery Agreement with CONTRACTOR within five (5)
years (unless otherwise agreed on between EGPC and
CONTRACTOR) from a notice of a Commercial Discovery
of Gas for Other Reserves pursuant to Article III,
CONTRACTOR shall have the right to take and freely
dispose the quantity of Gas in respect of which the notice
of Commercial Discovery 1s given by exporting such Gas
after obtaimng the competent authorities approval and
subject to terms and conditions including but not limuted
to EGPC’s share of Gas for export to be agreed upon

between EGPC and CONTRACTOR. The parties acknowledge
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(e)

that 1n the event that EGPC and CONTRACTOR agree to
share 1in the Gas for export, the terms of any such
agreement between EGPC and CONTRACTOR shall
include agreement regarding amendments to the
provisions of this Amendment Agreement relating to Gas
for export, including but not hmited to Article IIl(a),
Article TII(g)(4(11), Article VII(1.1)(¢), Article VII(1.2)
(h) and Article V of Annex C, and such agreement
between EGPC and CONTRACTOR shall come into
effect without the need for further consents and approvals.

In the event at the end of the five (5) year penod referred to
under Article VII (1.1)d), CONTRACTOR and EGPC have
not entered 1into a Gas and Condensate Delivery Agreement,
CONTRACTOR shall retain 1ts rights to such Gas reserves for
a further pertod of up to seven (7) years, subject to Article VII
(1.1)(f) during which pertod EGPC and CONTRACTOR shall

use reasonable etforts to find a market for the Gas reserves.

[n the event that CONTRACTOR 1s not exporting (its share of)
the Gas and CONTRACTOR has not entered into a Gas and
Condensate Delivery Agreement pursuant to Article VII (1.1)
(a) prior to the expiry of twelve (12) years (unless otherwise
agreed on between EGPC and CONTRACTOR) from
CONTRACTOR’s notice of a Commercial Discovery of (Gas,
CONTRACTOR shall, on receipt of a notice from EGPC,
surrender the Gas reserves in respect of which such notice has
been given. It 1s understood that CONTRACTOR shall, at any
time pnor to the expiry of such twelve (12) vear penod,
surrender the Gas reserves 1if CONTRACTOR 1s not exporting
(1ts share of) the Gas and CONTRACTOR does not accept an
offer from EGPC of a Gas and Condensate Delivery
Agreement within six (6) months from the date such offer 1s
made, provided that the Gas and Condensate Delivery
Agreement offered to CONTRACTOR shall take into
consideration the relevant technical and economic factors to
enable a commercial contract including:

(1) A sufficient delivery rate.



Yol i g YE 3 (1) YO aiall = e Jland ] 8A

ok wie Tyl SN Gt Ul b glase 8 ol (5 ol s Lais (¥
e
Gk b L i o il ) S e 5 sl =S5 YT (Y
dale dhay g
J3Ual dylatl w5l ¥ () (V=0 deagiadt sl LSl ST sy (5)
FENEPW RS HBTHTIPHE IS BT3PPI DY SOC- It P
(805 () AW 3sll) Gy dpaidl] Wi 0I5 3 dpylf Sy citisS)

Y-
ity Sl gl (3580) e Gl (£ =) ) lagldl 55l 3lel 0 ps
S (o8 < paiaty Gy (1) (V=) Gyl 55l i sl ] e 50

= G b ad) ud, Jlat!

eoay ol o5aly (oViwsladl 53Uy s ducolf 3alald 5Lbl o poa (1)
VAL ale gl o Y 3 50 Il By s
S 3 oyl T 1 il GUSY 5l 5, g 08 U 3
a5 o) Dokl 5l (¥ o N o s gy oo UM ey &y pusSC T JLed s Uil
RSP AP AT SR PR RE R (- [ JE
i T (U | VIR DY PP C IS | W 1Y I KV AU B T L P
idey ) Jylilly Tl O ke LY 2 LS o1 Ll s (s L
DL (LSl o 5L by adad o s )5 (g Judad o
Ao G dmo ) as 25 Lasl) J5 Ll Ll pof (U3 )
el e oo ahas A ool pdly bl caad Bolu I biasl



44 *o\oh@x*ﬁ&(eu) Yo 3“'-@)13&&‘

(2) Delivery pressure to enter the National Gas Pipeline
Grid System at the point of delivery.

(3) Delivered Gas quality specifications not more stringent
than those generally applied in the A.R.E.

(g) Without prejudice to Article VII(1.1)(f) CONTRACTOR shall
not be obligated to surrender a Development Lease based on a
Commercial Discovery of Gas, 1if Crude Oil has been
discovered 1in commercial quantities in the same Development
Lease subject to Article ITI (¢) and (d) .

Subject to Article VII(1.4), the Gas and Condensate Delivery
Agreement(s) to be entered into pursuant to Article VII(1.1)(a) shall
include, among other things, the following matters:

(a) Subject to Article XV and Article VI(d), the CONTRACTOR 1s
committed to a First Gas Start-Up Date of 1% July 2014.
In the event that the Effective Date of this Amendment Agreement or
the effective date of the North Alexandria Amendment occurs later
than June 30™, 2010, CONTRACTOR shall not be liable for failure
to deliver Gas on the First Gas Start-Up Date.
Accordingly, the First Gas Start-Up Date shall be deferred by a
period of days not less than the length of such delay or as agreed
upon between EGPC and CONTRACTOR (and any subsequent
dates relating to the delivery of Gas or Condensate shall be amended
accordingly) and in addition, EGPC and CONTRACTOR shall meet
and negotiate in good faith to reach an agreement on the best
possible means to mitigate the risks and liabilities associated with

such delay.
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(b) All Gas and Condensate disposal and delivery to EGPC shall be

(c)

guaranteed by an irrevocable stand-by letter of credit substantially in
the form attached herewith as Annex "E", which EGPC will procure
1s 1ssued by a first class Egyptian bank acceptable to
CONTRACTOR 1n favour of CONTRACTOR (or such parties as
CONTRACTOR shall nominate). The letter of credit shall be 1ssued
quarterly, shall be provided to CONTRACTOR at least ten (10)
working days prior to the start of each quarter of each Calendar Year
and shall be automatically revolving during this Amendment
Agreement term covering an estimated value of three (3) months
subsequent deliveries of Gas and Condensate as shall be further
detailed in the Gas and Condensate Delivery Agreement.

CONTRACTOR shall make Gas available for disposal and delivery
to EGPC, and EGPC shall pay for the quantities of such Gas
disposed and delivered by CONTRACTOR as described below,
subject to the provisions of Article VII (1.2) (a) and Article XV:

1. A commissioning period ("Commissioning Period") commencing
on July 1% 2014 and ending on September 30™ 2014, an average
daily rate of 200 Million Standard Cubic Feet of Gas per Day for
the said period;

ii. Commencing on October 1% 2014 and ending on June 30™ 2015, a
DCQ of 450 Million Standard Cubic Feet of Gas per Day for the
said period; and

iii. Commencing on July 1% 2015, a DCQ of 900 Million Standard
Cubic Feet of Gas per Day for a plateau of eight (8) years,

the above mentioned DCQ amounts may be amended by agreement
between EGPC and CONTRACTOR.
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The Commuissioming Period referred to above shall commence on
such earlier date as CONTRACTOR 1s able to deliver an average
daily rate of Gas of 200 Million Standard Cubic Feet per Day
(following notice from CONTRACTOR to EGPC) and all
subsequent dates referred to in this Article VII(1.2){(c) shall be
amended to an equivalent time after the new commencement date of

the Commuissioning Period.

EGPC and CONTRACTOR shall agree separate commissioning
periods for Other Reserves and incorporate such periods into

relevant Gas and Condensate Delivery Agreements.

(d) The Gas, subject to a Gas and Condensate Delivery Agreement
between EGPC and CONTRACTOR entered into pursuant to Article
VII(1.1)a) and (b), shall be valued, disposed and delivered from
CONTRACTOR to EGPC at a price determined monthly according

to the following Gas compensation formula:

Gas Price $/MMBTU = ((0.75* ({((a*Brent + b)*0.89) - S1))
+(0.125* (HH*0.41) - S2))
+(0.125*% (NBP*0.42) - S3))) - L -R

where fixed values for the following elements:

S1 & S3=US $0.36/MMBTU

S2 =US$0.95/MMBTU

L =US $0.95/MMBTU

R =US $0.42/MMBTU
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and the above fixed values are agreed between EGPC and
CONTRACTOR for the shipping (S1, S2 and S3), liquefaction (L)
and regasification (R) elements respectively, and where the varnable

values based on Brent Price as follows:

Brent Value of | Value of
”aﬂ Hb"
For Brent <75 US $/bbl: 0.0191 5.4860

For 75 US $/bbl = <Brent | 0.0161 5.7107
<100 US $/bbl:
For 100 US $/bbl = <Brent: 0.0004 7.2838

where:

" Brent " means the simple arithmetic average over a period of the
delivery month of the average of the daily high and low figures of
the Dated Brent quotations ( 1n US$ per barrel ) quoted in the "Platt’s
Crude O1l Marketwire Report " for each publication date during the

month of delivery.

"HH" or "Henry Hub" means the simple arithmetic average over a
period of the delivery month of the daily figures representing the
"Midpoint" in U.S. Dollars per million BTU quoted in the "Daily
price survey" under the section of "Lowsiana-Onshore South" -
"Henry Hub" as published in "Platt’s Gas Daily" for each publication
date during the month of delivery.
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"NBP" or '"National Balancing Point" means the simple
arithmetic average over a period of the delivery month of the average
of the daily high and low figures representing the "Within-Day" in
U.S. Dollars per mullion BTU quoted in the "Platt’s UK Market
Assessments" under the section of "UK NBP Market" as published
in "Platt’s European Gas Daily" for each publication date during the
month of delivery.

The above-mentioned Gas price has a floor of US$3.0/MMBTU and
a cap of US$4.10/MMBTU.

In the event that during the term of this Amendment Agreement, the
Brent, HH and/or NBP pricing figures are only issued on certain
days of the delivery month but not on others, the price of the Gas and
Condensate shall be calculated by using only those figures which are
published during the delivery month.

In the event that the Brent, HH and/or NBP pricing figures are not
published at all during a month, then EGPC and CONTRACTOR
shall forthwith meet and 1n good faith discuss and attempt to agree in
writing upon a suitable alternative replacement for the relevant
pricing figures or Gas price. If EGPC and CONTRACTOR are
unable to so agree upon a suitable alternative replacement for the
relevant unavailable pricing figures or the Gas price to be applied
within thirty (30) days from the date of the last publication of the
relevant unavailable pricing then EGPC and CONTRACTOR shall
refer the matter to an expert for the determination of a suitable

alternative replacement of the relevant unavailable pricing figures.
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(e) All Payments made to CONTRACTOR under the Gas and

H

Condensate Delivery Agreement shall always be made in cash in
U.S. Dollars within forty five (45) days from the date of EGPC’s
receipt of the respective monthly invoice(s) and CONTRACTOR
shall have the night to freely remit and retain abroad all the proceeds
which CONTRACTOR 1s entitled to as a result of disposal and
delivery of Gas and Condensate.

Other than the Commissioning Period or any future commissioning
period(s), if CONTRACTOR fails to make available the Daily
Contracted Quantity following the commissiomng period either in
whole or in part for any reasons (other than as set out in Article VII
(1.2) (a) and Article XV) then, subject to Article VII(1.3)(h), EGPC
shall have the right to a Discount (as hereinafier defined) in respect
of an amount of Gas equal to the Shortfall Quantity (as hereinafter
defined) that 1s delivered in the immediately following contract year
according to the following table:

Discount Shortfall Levels

0% If production is at 85% of ACQ or higher

10%  [That portion of production which 1s short of 85% of the
ACQ but more than or equal to 75% of the ACQ
15% |[That portion of production which 1s short of 75% of the
ACQ but more than or equal to 60% of the ACQ
20% |That portion of production which 1s short of 60% of the
ACQ but more than or equal to 50% of the ACQ
25% | That portion of production which 1s short of 50% of the
ACQ but more than or equal to 40% of the ACQ
30% |That portion of production which is short of 40% of the
ACQ




Vol G diip YE 5 (ml) Yo el = Lww Jli 4l VY.

$

S Sy S ay ens Uslal Wb Gat) 5L a3 addd = ! B i
3l oy Tl Bd! 3 Tk | 32l TnS J3la TS’
Jars s bt Lmdis wSladd) oSl (o Lo (5505 5L (o LaS’ = el (g gius
o] deseS e bl
s 51 Yo ] LY by Gl S latd 2aSTT o /A0 S G = mead] S

Bl Ol g o

elo¥l eay 7l o ol Laid adlay 3, S0l soeadl 0 puad oot
S ¥ Sl ol gl e dy 7l b o 3 S sl
Fol 8 ¥ ada (o) (Y= Vilabud! Bl 3 ol ] (3 Jactins
o . Wl 3 e Lo IS sy Gty LS (g led) g LYl ey
slhic S5 Lt e oS 13 0,53 G Lo GUs Sl (y5dys S
=N Lagludhislt! 3 ad] HLin o LS 5L Iyl Ll oolass
el g lzamiig gl (o) (Y= Vil 55U0 038 o pca a5 ¥
A=) Bl U S se pb S 5L b pio 3,53 S
NI JNVIRTE {[Cp i| Py PERC L WS I N (PSP COON PR W
s il S s dhe S e oo LS Bl B ol L
Salandl Lol oy oyl e oo Lty wlacld J5Y1 il b -
Lbe ailacdl 2eaSl o (/V0) oo Ji5 Y LA s doaS ( 3LAL
PRI
o (AY oo S5 Y 5L o demaS cilaald gLl i) 5 —¥
90 b Lude WGlast] ST




VWY YN e R Y S () YO sl = o 5y

Where:

Discount = Discount to the applicable Gas price in accordance with
the Gas compensation formula applied in respect of an amount of
Gas equal to the Shortfall Quantity to be delivered in the following
contract year.

Shortfall Levels = Quantities of the Gas equivalent to the
percentages of the ACQ, used as the basis for calculating the
Shortfall Quantity.

Shortfall Quantity = The difference between eighty five percent
(85%) of ACQ and the actual production in any contract year.

The shortfall provisions set out above shall only apply as of the
Commercial Gas Start-Up Date. In the event that the Commercial
Gas Start-Up Date 1s delayed, the Discounts described in this Article
VII(1.2)(f) shall not come into effect until such Commercial Gas
Start-Up Date has occurred and shall thereafter automatically apply
from that date. For the avoidance of doubt and without limiting the
forgoing, in the event that CONTRACTOR 1s required to make any
First Gas Delay Payments as referred to in Article VII(1.3), the
provisions of this Article VII(1.2)(f) and any Discount shall not
apply for the duration of the Non Deliveries as defined in Article
VII(1.3).

(g) EGPC shall take from CONTRACTOR, or pay for if made available
and not taken, during a given contracted year as shall be defined in
the Gas and Condensate Delivery Agreement:

1. 1n the first contract year starting at the beginning of the
Commercial Gas Start-Up Date a quantity of Gas not less than
seventy five percent (75%) of the ACQ; and

11. 1in the second contract year a quantity of Gas not less than
eighty percent (80%) of the ACQ; and
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111.  for the pernod thereafter (including the plateau phase that shall
be defined 1n the Gas and Condensate Delivery Agreement), a
quantity of Gas not less than eighty five percent (85%) of the

ACQ for each contract year.
Quantities of Gas not taken but to be paid for shall be recorded in a

separate "Take-or-Pay Account”. Quantities of Gas which are
delivered 1n subsequent years in excess of the Take-or-Pay
stipulations set out 1n paragraphs (1), (11) and (111) above shall be set
against and reduce quantities of Gas in the Take-or-Pay Account to
the extent thereof ("Make Up Gas") and, to that extent, no payment
shall be due in respect of such Make Up Gas .

(h) Without prejudice to CONTRACTOR’s nghts under this Amendment
Agreement and the Gas and Condensate Delivery Agreement, in the
event that any Gas produced from Other Reserves under this
Amendment Agreement 1s exported by CONTRACTOR after
obtaimng the competent authorities approval, CONTRACTOR shall
bear Egyptan income tax for such Gas for export. Before the
commencement of such export scheme, EGPC and CONTRACTOR
have to agree, on a mechanmsm, for the determination of such
Egyptian income tax in view of any other arrangements for the
disposal of Gas from CONTRACTOR pursuant to this Amendment
Agreement. CONTRACTOR shall pay sufficient funds to EGPC to
pay all Egyptian income tax in respect of such Gas for export 1n
accordance with Article III {g){4). In respect of any such Gas for
export, 1t shall be agreed prior to any export scheme whether the
royalty for such scheme shall be paid to the GOVERNMENT 1n
cash or in kind. CONTRACTOR shall pay to EGPC an amount
equal to the royalty borne by EGPC 1in respect of such Gas for
export.
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(1)

It 15 recogmsed that the Gas compensation formula stipulated in
Article VII(1.2)(d) was agreed on the basis that expenditures of

nine (9) billion US Dollars would be incurred by CONTRACTOR
for the period starting on January 1% 2006 and ending on the date

the full Development (including production) activities will be

completed ("Expenditures”) 1in relation to the Gas and Condensate

reserves within the Project Concessions and on the basis that such
reserves are five trillion standard cubic feet (5 TSCF) ("Gas Reserves”)
and fifty five mulhon Barrels (55 MMBBLS) ("Condensate Reserves”)
respectively. CONTRACTOR and/or EGPC shall only request a

revision of the Gas compensation formula according to the following:

(1)

(11)

The first review of the Gas compensation formula shall start
(subject to a request according to sub paragraph (111) of Article
VII (1.2) (1) on the day after the lapse of a four (4) year period
as of the Commercial Gas Start-Up Date. Thereafter, a
periodic review of the Gas compensation formula mentioned
above shall take place at regular intervals every five (5) years
after the date of the last review request at the request of either
the CONTRACTOR or EGPC.

EGPC and/or CONTRACTOR may only request a review of the
Gas compensation formula 1f the Expenditures and/or the
estimated Gas Reserves and/or Condensate Reserves at that
time have matenally vaned compared to the amounts set out
in the first paragraph of this Article VII(1.2)(1), or have
materially varied compared to any previous material revisions

to the Expenditures, Gas Reserves or Condensate Reserves
("Material Variation").
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(m1) If EGPC and/or CONTRACTOR request for such review of the

(1v)

Gas compensation formula they shall notify the respective
other side 1n writing accordingly by no later than thirty (30)
days after each aforementioned effective date for a review of
the Gas compensation formula setting out the reasons that
warrant the requested review of the Gas compensation
formula. Any review of the Gas compensation formula will
take 1into consideration without himutation the full cycle project
spending and proceeds for the period starting on January 1%
2006 and ending on the date the full Development (including
production) activities will be completed. All historical inputs
should be based on actual Expenditures incurred and the Gas

and Condensate volumes delivered and their respective proceeds.

Following a request for a review of the Gas compensation
formula, EGPC and CONTRACTOR shall meet and discuss in
good faith to examine whether or not the existence of a

Material Vanation in respect of the Expenditures and/or the

Gas Reserves and/or Condensate Reserves has to be
acknowledged and hence a modification of said Gas
compensation formula 1s justified. If a modification 1s justified,
EGPC and CONTRACTOR shall negotiate an amendment to
the Gas compensation formula that (following such amendment)
wi1ll be reflected in the price that will be subsequently applied to
sales of Gas pursuant to this Amendment Agreement. If EGPC
and CONTRACTOR are able to agree on the details of the new
Gas compensation formula, then the revised Gas compensation
formula shall become effective on the first day of the month

immediately following the month of such agreement.
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(v) If EGPC and CONTRACTOR have discussed in good faith the
aforementioned factors and can not agree that a Materal
Variahon exists or on the details of the change to the Gas
compensation formula within one hundred and eighty (180)
days from the day of notification of the review request (in the
event of requests being received from EGPC as well as from
CONTRACTOR the latter of the two requests shall be relevant
for the expiry of the one hundred and eighty (180) day-pernod)
EGPC and CONTRACTOR have the right to refer the matter
for determination to an expert panel within twenty (20) days
from the expiry of the aforementioned one hundred and eighty
(180) day-period by providing the respective other side with a
notice of expert determination in English in accordance with
the following articles:

A. The notice of expert determination shall contain a bnief
statement of the nature of the dispute and the rehief
requested. Any dispute relating to the request for an
adjusted Gas compensation formula shall be exclusively
and defimtively resolved through final and binding expert
deternmnation.

B. EGPC and CONTRACTOR shall each appoint one expert
within forty (40) days from the date of the notice of expert
deterrmnation and the two experts so appointed shall
select the presiding expert within ten (10) days after the
latter of the two experts has been appointed by the parties.
If either EGPC or CONTRACTOR fails to appoint its
party-appointed expert or if the two party-appointed
experts can not reach consensus on the presiding expert
within the applicable time perniod, either party may notify
the Chairman of the Amernican Petroleum Institute within
ten (10) days of the failure by a party to appoint an expert
or of the experts to agree on a presiding expert, as
applicable, and request that the Chairman of the Amencan
Petroleum Institute  shall appoint any of the three (3) expert(s)
not yet appointed.
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C. The presiding expert shall be as nearly as possible a person

with an established reputation as an expert in the
international petroleum industry, and shall be a person of
a nationality other than the A.R.E. and the corresponding
nationalities of the CONTRACTOR Members, and of a
country which has diplomatic relations with the aforementioned
states, and shall have no economic interest in the Petroleum
business of the signatones thereto. Unless otherwise agreed, n
the event that hearings will be deemed necessary by the expert
panel the place of such hearings shall be Cairo, A R.E, and shall
be conducted in the English language.

. EGPC and CONTRACTOR shall use all reasonable endeavowrs

to ensure that the decision of the expert panel will be
rendered within one hundred and eighty (180) days from
the appointment of the presiding expert. Any decision of
the expert panel shall be taken on a majonty basis. Any
revised Gas compensation formula deterrmined by the
expert panel (1f any) shall be applied from the first day of
the month following such expert decision.

Fifty percent (50%) of the experts’ fees shall be borne by
EGPC and the other fifty percent (50%) shall be bome by
CONTRACTOR. EGPC and CONTRACTOR shall each bear
their own costs 1 respect of any preparation and/or
representation at any hearing of the expert panel, including but
not hmted to the costs mcurred in order to substantiate the
Teview request.

F. The expert panel shall only amend the Gas compensation

formula in the event of a Material Vanation. In any event and
notwithstanding anything to the contrary hereunder, any
amendment determrmned 1n respect of the Gas compensation

formmila shall be within the range of fifteen percent (15%) above
or below compared to the then current Gas compensation

formmula.



Yo e i Ty Y 3 () Y0 ol = Taw S i 4l VXY

SN gl Walas dmnd o 3l o] gl o 5T b e W 5 ()
Sl sda e (V) 3,iill 3 Lt Sl jUasl 5use JYG-
S Jmandd A1 gt gl g o3 13] 51 (D) (¥4 Yiasud
e I (L) s g Do o GUSYT s W 3) e 15
(b)Y =V)ialudh sallh sda oo (0) 58800 3 L) HLakl ,Uasyd
Oy (0) und Bid 2 Lo &y, L 5L 2y s ddlas i
iis il Jo Wy (Lo I3 S 1) s o 0 BYT L
g (8) Guad 5 Ganh b1 55008 Uisy W1 a5 Wslad
L3 1 580 JoolS sl LRI 22 srtd d L] olall e
SA A Jeosdl g (s 1 Judaddl gLl 3 50,1 od) el L s
el G ) 1 Jolably gl Ll o3 ol ¢ g « Sl
ke = UL T 5L G g Walas St o bt die gty L
idslace Gubas « Juoadl GLaS) 3 U3 BYG 5, L (] daiy (o)
S ol Jo o) olblasl Ll Lis Je 5 oy s
gl Jo T NIt (3) (Y-3) il 5al! 5 el o)
NI ] i e Ui s Laacins o oLl
Wslace Judad b | 20y (bl 5L olblnl
o 5l LI Gk 5 (o BN Ol e S oy e
bl 35doms Wl poliadl ) Mel (L) (YY) Ll il
RETE, Fpp P AV P O W Fop | PESON R PRY QWS IRV



\YY

Yol B Zip TE 3 () Y0 suall = Zaew )l 5y 3

(vi) If neither EGPC nor CONTRACTOR timely within the

()

notification period mentioned under paragraph (111) of this
Article VII(1.2)(1), request a review of the Gas compensation
formula or 1f neither EGPC nor CONTRACTOR (in case of

disagreement about the gas compensation formula) timely
within the notification period mentioned under paragraph (v) of
thns Article VII(1.2)(1) refer the matter to expert determination,

the then current Gas compensation formula shall remain 1n place

for at least five (5) years until changed (if applicable) on the
basis of a later review of the Gas compensation formula 1n line

with the five (5) year review cycle.

The prevailing Gas compensation formula shall continue to
apply 1n full force and effect during the review process as
descnibed hereunder and until a final resolution 1s reached,
either by mutual agreement of EGPC and CONTRACTOR or by

the expert panel, 1n respect thereof either by amending or
upholding the Gas compensation formula.

Notwithstanding anything to the contrary in this Amendment
Agreement, the Gas compensation formula as referred to 1n
Article VII(1.2)(d) above shall be applied for the development
of any Other Reserves. However, EGPC and the
CONTRACTOR shall meet and agree on the wvaluation
parameters (expenditures, Gas and Condensate reserves) and
expert adjustment limitation to be applied in the Gas

compensation formula for such Other Reserves and the
mechamsm under Article VII (1.2)(1) above shall apply (with

such amended parameters and expert adjustment lirmtation)
unless otherwise agreed between EGPC and CONTRACTOR..
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(k) The Crude O1l valuation set out in Article VII(2)(c) below shall
apply in respect of the valuation of the Condensate that is
subject to a Gas and Condensate Delivery Agreement between
EGPC and CONTRACTOR for the local market entered into
pursuant to Article VII(1.1)(a) provided that such valuation shall
thereafter be adjusted in accordance with the following table to
determine the price that shall be payable by EGPC for the

Condensate:
Unadjusted Condensate Price | Adjusted Condensate Price ($/bbl)
($/bbl)
Equal to or lower than 140 CONTRACTOR shall be pad

100% of Condensate price

Higher than 140 and lower than or [ 140 plus CONTRACTOR shall be
equal to 160 paid incremental 40% of Condensate

price above 140
Higher than 160 and lower than or [148 plus CONTRACTOR shall be
equal to 180 paid incremental 30% of Condensate

price above 160
Higher than 180 and lower than or [154 plus CONTRACTOR shall be
equal to 200 paid incremental 20% of Condensate

price above 180
Higher than 200 158 plus CONTRACTOR shall be
paid incremental 10% of Condensate

price above 200

where the unadjusted Condensate Price shall be calculated in accordance
with the valuation of Crude Oil set out in Article VII(2)({c).

For illustration purposes; if the Condensate Price 1s 224(US$/bbl),
Adjusted Condensate Price 15 100% % 140 + 40% 4 (160-140) + 30% &
(180-160) + 20% % (200-180) + 10% % (224-200) = 160.4 (US$/bbl).
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1.3

The provisions of this Article VII (1.3) shall be subject to the provisions

of Article VII(1.4).

(a) In the event that CONTRACTOR fails to deliver any Gas to EGPC
from the Project Concessions ("Non Deliveries") by the Commercial
Gas Start-Up Date of 15 October 2014, a grace period of six (6)
months from such date and ending on 31% March 2015 (the "Grace
Period") shall apply. Following the Grace Period, the first Gas delay
payments mechamsm shall apply as set out in this Article VII(1.3),
provided that such Gas delay payments mechanism shall not apply in
respect of any failure to deliver Gas in the circumstances set out in

Article VII (1.2) (a) and Article XV.

(b) Within thirty (30) days following the end of the Quarter set out in the
first column of this table, the CONTRACTOR shall pay to EGPC
the corresponding amount set out in the second column of this table
(each, a "First Gas Delay Payment"), in the event and to the extent
that Non Deliveries continue to apply during the relevant Quarter set

out 1n the first column of this table.
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The Periods Amount of
for first Gas first Gas delay
delay payments payments
First Quarter starting April 1% 2015 and ending | 75 million USD
June 30™ 2015
Second Quarter starting July 1® 2015 and ending | 150 million USD
September 301 2015
Third Quarter starting October 15t 2015 and | 200 million USD
ending December 31% 2015
Fourth Quarter starting January 1%% 2016 and | 200 million USD
ending March 31% 2016
Fifth Quarter starting April 12016 and ending | 250 million USD
June 30" 2016
Sixth Quarter starting July 1% 2016 and ending | 250 million USD
September 301 2016
Seventh Quarter starting October 1% 2016 and | 250 million USD
ending December 312016
Eighth Quarter starting January 1% 2017 and | 250 million USD

ending March 31% 2017

(¢) In the event that, other than in the circumstances set out in Article VII

(1.2) (a) and Article XV, CONTRACTOR fails to deliver any Gas to

EGPC pursuant to the Project Concessions (including pursuant to the

Gas and Condensate Delivery Agreement) at the end of the eighth

Quarter referred to in the table above, CONTRACTOR shall

relinquish the Development Lease relating to the Imtial Reserves

and the Incremental Reserves within the Area without the need for

any further procedures.
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(d) Notwithstanding any provision to the contrary in this Amendment

Agreement, once any Gas deliveries to EGPC pursuant to the Project
Concessions (including pursuant to the Gas and Condensate Delivery
Agreement(s) ) have started (and accordingly, Non Delivenes no
longer apply), CONTRACTOR shall have no obligation to pay any
further First Gas Delay Payments set out above or otherwise or make
any relinquishments referred to in this Article VII(1.3).

In the event that CONTRACTOR starts Gas deliveries on any day
between the start of a Quarter (being a Calendar quarter ending on
the relevant date set out in the first column of this table) and its end
and hence the Non Deliveries cease to exist, CONTRACTOR shall
only pay that proportion of the First Gas Delay Payment for such
Quarter which 1s equal to the proportion of the number of days on
which the Gas 15 not delivered relative to the total number of days 1n
that Quarter.

(f) Following the occurrence of any of the events referred to 1n Article

VII(1.2) {a) and Article XV, all calendar dates set out or referred to

in this Article VII(1.3) (including but not limuted to the First Gas
Start-Up Date), shall be extended by a period of days not less than

the length of such delay. Upon any such extension, the first and last
day of each relevant Quarter as descnibed in Article VII(1.3)(b)
above shall be extended by the same mumber of days.

(2) Notwithstanding the other provisions of this Article VII, CONTRACTOR

shall always retain the nght to deliver replacement gas to EGPC
instead of paying all or part of the First Gas Delay Payments by gas
other than that dedicated to local market requirements. Any such
replacement gas shall conform to the specifications for the Gas set
out in the relevant Gas and Condensate Delivery Agreement, and
shall be delivered at no additional cost to EGPC other than as set out
in the relevant Gas and Condensate Delivery Agreement. For the
purpose of calculating the extent to which delivenes of replacement
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(h)

1.4

gas shall compensate for any such First Gas Delay Payment, the
value of the replacement gas shall always be calculated as the
average price payable for Gas pursuant to the Gas compensation
formula set out under Article VII(1.2)(d) above in the Quarter when
the Non Deliveries that triggered such First Gas Delay Payment

occurred.

The Discount mechamsm provided in Article VII(1.2)(f) above shall
not apply for as long as the Non Deliveries continue to exist during
the Grace Period.

(a) The provisions of Article VII of this Amendment Agreement are

(b)

intended to enable the commercial exploitation and the disposal and
delivery of the Imtial Reserves and the Incremental Reserves within
the Project Concessions, and any Other Reserves. Accordingly the
provisions of Article VII (1.2) and VII (1.3) of this Amendment
Agreement shall apply in respect of all such reserves, except for the

following:

Only 1n respect of the Other Reserves, the provisions of Articles VII
(1.2)(a) (First Gas Start-up Date), VII (1.2) (c) (DCQ), VII (1.2) (1)
(basis for Gas compensation formula review) and VII(1.3) (First Gas
Delay Payment) shall not apply , unless otherwise agreed between
EGPC and CONTRACTOR.

The provisions of Articles VII (1.2) (¢) (DCQ), VII (1.2) (f)
(shortfall Discount), VII (1.2) (g) (Take-or- Pay), VII (1.2) (1) (basis

for Gas compensation formula review), and VII(1.3) (First Gas
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(c)

Delay Payment) of this Amendment Agreement are intended to
apply to the Imtial Reserves and the Incremental Reserves and as a
result are repeated or further described in the North Alexandria
Amendment and the relevant Gas and Condensate Delivery
Agreement. For the avoidance of doubt:

(1) where a party has fulfilled any obligations pursuant to any of the
provisions referred to in this Article VII (1.4) (b), such
fulfilment under this Amendment Agreement shall constitute
fulfilment of all corresponding obligations of EGPC and/or the
CONTRACTOR under the North Alexandria Amendment.

(11) Any failure to perform any obligations set out in any of the
provisions referred to in this Article VII (1.4) (b) and/or the
corresponding obligations in the North Alexandria Amendment
may only be enforced pursuant to one of these agreements, in
order to ensure that there 1s no repeated-remedy in relation to
such failure to perform.

It 1s further agreed that any costs, rights and obligations arising
under any of the prowvisions referred to in Article VII (1.4) (b)
above (as repeated or further described in the North Alexandra
Amendment) shall be allocated between the Project Concessions
on a fair and proportionate basis at the relevant time.

2. Crude Qil

(a) All Crude O1l produced and saved from the Area and not used in

Petroleum operations shall be shared between CONTRACTOR and
EGPC according to the following shares which shall be taken and
disposed of pursuant to Article VII(2) (b):

EGPC CONTRACTOR

Fifty percent (50%) Fifty percent (50)%
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(b) EGPC and CONTRACTOR shall have the right and the obligation to

(c)

separately take and freely export or otherwise dispose of, currently
all of the Crude Oil to which each 1s entitled under Article VII (2)(a).
CONTRACTOR shall have the right to remut and retain abroad all
funds acquired by 1t including the proceeds from the sale of 1ts share
of Petroleum.

Notwithstanding anything to the contrary under this Amendment
Agreement, priority shall be given to meet the requrements of the
A R.E. market from CONTRACTOR’s share under Article VII (2)
(a) of the Crude O1l produced from the Area and EGPC shall have
the preferential nght to purchase such Crude Oil at a price to be
determined pursuant to Article VII (2)(c). The amount of Crude Oil
so purchased shall be a portion of CONTRACTOR’s share under
Article VII (2)@a). Such amount shall be proportional to
CONTRACTOR’s share of the total production of crude o1l from the
concession areas in the A.R.E. that are also subject to EGPC’s
preferential right to purchase. The payment for such purchased
amount shall be made by EGPC 1n U.S. Dollars or 1in any other freely
convertible currency remittable by CONTRACTOR abroad.

[t 15 agreed that EGPC shall notify CONTRACTOR, at least
forty-five (45) days prior to the beginming of the calendar quarter, of
the amount to be purchased during such quarter under this Article
VII(2)(b).

The Crude il to which EGPC has the nght to exercise the
preferential right referred to in Article VII(2)(b) shall be valued by
EGPC and CONTRACTOR at "Market Price"” for each calendar
quarter.

(1) "Market Price” shall mean the weighted average prices realized
from sales during the quarter, provided that the sales to be used
in armving at the weighted average(s) shall be sales of

comparable quantities on comparable credit terms in freely
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convertible currency from F.O.B. point of export sales to
non-affiliated companies at arm’s length under all Crude Oil

sales confracts then in effect, but excluding Crude Oil sales
contracts involving barter and,

(1) Sales, whether direct or indirect, through brokers or
otherwise, by EGPC or CONTRACTOR to any Affiliated
Company.

(2) Sales involving a qud pro quo other than payment in a
freely convertible currency or motivated in whole or in part

by considerations other than the usual economic incentives
for commercial arm’s length crude o1l sales.

(11) It 1s understood that in the case of "C.I.LF." sales, appropnate

deductions shall be made for transport and insurance charges to
calculate the F.O.B. point of export price; and always taking
into account the appropnate adjustment for quality of Crude Oil,
freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be determined
separately for each Crude O1l or Crude O1l mix, and for each

port of loading.

(1) If dunng any calendar quarter, there are no such sales by EGPC

and/or CONTRACTOR under the Crude O1l sales contracts in
effect, EGPC and CONTRACTOR 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 Gulf / at the Mediterrancan Area),
which are regularly sold in the open market according to actual
sales contracts terms but excluding paper sales and sales
promses where no crude o1l 1s delivered, to the extent that such
sales are effected under such terms and conditions (excluding
the price) not sigmficantly different from those under which the
Crude O1l to be valued, was sold, and always taking into
consideration appropriate adjustments for crude o1l quality,
freight advantage or disadvantage of port of loading and other
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appropriate adjustments, as the case may be, for differences 1n
gravity, sulphur, and other factors generally recogmzed by
sellers and purchasers, as reflected 1n crude pnces,
transportatton mnety (90) days insurance premiums, unusual
fees borne by the seller, and for credit terms 1n excess of sixty
(60) days, and the cost of loans or guarantees granted for the
benefit of the sellers at prevailing interest rates.

(1v) If either EGPC or CONTRACTOR considers that the Market

Price as determuined under sub-paragraph (1) above does not
reflect the prevailing Market Price or mn the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude Oil
produced under this Amendment Agreement for any quarter
within fifteen (15) days after the end thereof, any party may
clect at any tume thereafter to submit to a single arbatrator the
question, what single price per Barrel, in the arbitrator’s
Judgment, best represents for the pertinent quarter the Market
Price for the Crude Oil in question. The arbitrator shall make his
determunation as soon as possible following the quarter in
question. His determimation shall be final and binding upon all
the Parties. The arbitrator shall be selected in the manner
described below.

[n the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days from the date any party notifies
the other that 1t has decided to submit the determmnation of the
Market Price to an arbitrator, such arbitrator shall be chosen by
the appointing authority designated in accordance with Article
XXIV(e), or such other appointing authority with access to such
expertise as may be agreed between EGPC and
CONTRACTOR, with regard to the qualifications for arbitrators
set forth below, upon wrntten application of one or both of
EGPC and CONTRACTOR. Copies of such application by one
of them shall be promptly sent to the other.
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The arbitrator shall be as nearly as possible a person with an
established reputation in the international petroleum industry as
an expert 1n pricing and marketing Crude Oil in international
COIMIMErce.

The arbitrator shall not be a citizen of a country which does not
have diplomatic relations with the ARE., or the
country/countries of the CONTRACTOR Members. He may not
be, at the time of selection, employed by, or an arbitrator or
consultant on a continuing or frequent basis to, the American
Petroleum Institute, the Orgamzation of the Petroleum
Exporting Countries or the Orgamzation of Arab Petroleum
Exporting Countries, or a consultant on a continuing basis to
EGPC, CONTRACTOR or an Affihated Company of either, but
past occasional consultation with such companies, with other
petroleum compames, governmental agencies or orgamizations
shall not be a ground for disqualification. He may not have
been, at any time duning the two (2) years before his selection,
an employee of any petroleum company or of any governmental
agency or organization.

Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior to
the decision called for, another person shall be chosen 1n the
same manner provided n this paragraph. EGPC and CONTRACTOR

shall share equally the expenses of the arbitrator.

The arbitrator shall make his determination 1n accordance with
the provisions of this Article VII{(2)(¢)1v), based on the best
evidence avalable to im. He will review o1l sales contracts as
well as other sales data and information but shall be free to

evaluate the extent to which any contracts, data or information 1s
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the night to consult with the
arbitrator and furmsh him wmntten materials provided the
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arbitrator may impose reasonable hmmtations on this nght.
EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and ecach shall ensure such
cooperation of 1its Affiliated Compames. The arbitrator shall be
provided with access to Crude O1l sales contracts and related
data and information which EGPC and CONTRACTOR or their
trading companies are able to make available and which in the
judgment of the arbitrator might aid the arbitrator in making a
valid determination.

(v) Pending Market Price agreement by EGPC and CONTRACTOR

or deterrnation by the arbitrator, as applicable, the Market
Price agreed for the quarter preceding the quarter in question
shall remain temporarily in effect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, 1t shall
promptly be reimbursed such loss by the other party plus simple
interest at LIBOR plus two and a half percent (2.5%) per annum
from the date on which the disputed amount(s) should have been
paid to the date of payment. The LIBOR rate applicable shall be
the average of the figure(s) published by the Financial Times
representing the md-point of the rates (bid and ask) applicable
to one month U.S. Dollar deposits in the London Interbank
Eurocurrency Market on each fifteenth ( 15“') day of each month
occurring between the date on which the disputed amount(s)
was due to be paid and the date on which 1t 15 settled. If the
LIBOR rate 1s available on any fifteenth ( lSth) day but 1s not
published 1n the Financial Times 1n respect of such day for any
reason, the LIBOR rate chosen shall be that offered by Citibank
N.A. to other leading banks 1n the London Interbank
Eurocurrency Market for one month U.S. Dollar deposits. If
such fifteenth (lSth) day 1s not a day on which such LIBOR
rates are quoted 1n the London Interbank Eurocurrency Market,
the LIBOR rate to be used shall be that quoted on the next
following day on which such rates are quoted.
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3. LPG

(a)

(b)

()

Any LPG and NGL (ncluding extracted Condensate from the
NGL/LPG plant) shall be owned by EGPC and for which EGPC
shall bear all incremental total costs and expenditures and assume all
risks pertaiming to the production of LPG and NGL.

In the event that an NGL/LPG plant 1s considered to be bult by
EGPC at any future time 1n connection with the LPG/NGL produced
under this Amendment Agreement, EGPC may inform
CONTRACTOR and CONTRACTOR shall have the option to take a
share 1n the development of such plant and accordingly bear a share
of incremental total costs, expenditures and nsks and hence share the
products of the NGL/LPG extraction, subject to the approval of

EGPC and subject to contractual arrangements to be agreed upon
between EGPC and CONTRACTOR 1n this respect.

In the event that an NGL/LPG extraction facility 1s built by EGPC,
CONTRACTOR will carry out the necessary activities, onshore and
offshore, to maintain one train of the processing facilities to be
constructed as a separate stream to accommodate rnich Gas delivered
at the outlet of such processing facilities provided that such
obligation will not impair, etther directly or indirectly, the discharge
of CONTRACTOR’s obligations under this Amendment Agreement.

Article VIII
TITLE TO ASSETS

(a) EGPC shall become the owner of all acquured and owned assets of the

CONTRACTOR 1n connection with the activities and the operations
under this Amendment Agreement carried out by CONTRACTOR 1n

accordance with the following:

(1) Land shall become the property of EGPC as soon as 1t is
purchased.



YoV R kg YE 3 () Y0 sl = domns Sl 5y 4

VEA

Jais daasrudly ) Lol 1 ity el J 0¥ insie fi (Y)
oo (1 Joast! Gty o150 LU comps ibasN) i ol 2N
Lot o o bl gLl By e (V) i gl J) J Lt
s (%) 51 oo lontdl L) oy Jod il o35 (LgilSay)
s pliadly Jmmnll 1ia 03 13) Lgaliials {LailSlsy) Lehonst
. gl g Y Ay

o sl J N IS 0,55 M Judaad] Uit < Ll o7 151 (¥)
Lo S « Wpme gl Lesnio S5 0y o3 (3ls oldandl

N Jaadd! U]« Wl b S gl
S 3 Jtins o 3 Jaliald Gony M sl GUS 5l 5e N5 (L)
o2l £y I3y aedlay Lol HLadt Wity Laylaht J 5T LSS Sl
b5y - MY gt et 5h N foiaadl GLisT laig lleal!
i) J oo IOISG JalSOL depiug s Joorioug 3l 5 331 Jaliall
sl o s il L gy Lo wdlay L] sl 2,5
LY sdd (e des I dmmlod | A I g5 GBI Lo oo
o Lae Legslisl I Jp SNl a3 U pan Ylin gl Jolll Lo cnnnys
e o LT o 5 pag S5 U e el oy V3 B 5L
el el doe U dadedl J oo s o Jooaddh G515 e

Y L Sty e ) s 3 B o) sl 50 ()
ebio b dus b iadud S Gide ) Lo o a Ll ¢ s olalls
QL S (o @l iy JsliaS ps yine S8y G paiss s 2]
kel 3 I 4 5,50 WS deuly SV cunld! Ohine Lol ad) ¥

- Jleaza I el3 o o Ll day b s



VEA YN e Dy YE S () YO sl - D )l 2

(2) Title to fixed and movable assets (which are utihized solely for
the purposes of the activities carmed out under Concession
Agreement and this Amendment Agreement) shall be transferred
automatically from CONTRACTOR to EGPC: (1) upon Commercial
Production Commencement 1f charged (with 1ts ¢ost) and utilized
before Commercial Production Commencement; or (i1) upon being
charged (with 1ts cost) and utihized 1f such charging and utihzation
occurs after Commercial Production Commencement.

(3) If this Amendment Agreement 1s terminated, all assets utilized

in the operations and not previously transferred to EGPC will
be transferred to EGPC on the date of such termination.

(b) During the term of this Amendment Agreement CONTRACTOR 1s

(c)

entitled to the full use and enjoyment of all fixed and movable assets
referred to above in connection with operations hereunder or under the
Project Concessions. CONTRACTOR 1s entitled to the full use and
emoyment of all fixed and movable assets referred to above in
connection with other Petroleum concessions between the parties
according to reasonable accounting treatment among these concessions.
EGPC and CONTRACTOR shall not dispose of the same except
following the agreement of the other. In addition, insurance 1n respect
of such assets shall be maintained by CONTRACTOR during the term
of this Amendment Agreement m accordance with sound and accepted
petroleum mdustry practices.

CONTRACTOR may freely import into the A R E., use therein and
freely export at the end of such use, machinery and equpments
which they either rent or lease i1n accordance with sound and
accepted petroleum industry practices and acting as a reasonable and
prudent contractor, including but not limmted to the lease of computer

hardware and software.
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(d) CONTRACTOR shall retain title to all assets which are not utilized
for and not charged to the activities carned out hereunder, and
CONTRACTOR shall have the night to freely dispose of them and
retain the associated proceeds 1n accordance with the applicable laws
up to and until the date this Amendment Agreement 1s terminated.
For the purposes of this Article VIII, an asset shall be deemed to be
"utitlized" upon delivery by CONTRACTOR to EGPC of a written
statement signed solely by CONTRACTOR certifying the use of
such asset for the purposes of the activities and operations carried
out in relation to this Amendment Agreement, and no further
approval, consent or audit shall be requred in respect of such

statement or utilization.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC the sum of ten million U.S.
Dollars (US$10,000.000) as a production bomus when the total
cumulative production of Gas disposed and delivered to EGPC under
the Project Concessions first reaches one Trillion standard cubic feet
of Gas (1 TSCF), such bomus shall be subject to paragraph (f) below .

(b) CONTRACTOR shall pay to EGPC the sum of twelve million U.S.
Dollars (US$12.000.000) as a production bonus when the total
cumulative production of Gas disposed and delivered to EGPC under
the Project Concessions first reaches two Trillion Standard Cubic
feet of Gas (2 TSCF), such bonus shall be subject to paragraph (f)
below.

(¢) CONTRACTOR shall pay to EGPC the sum of fifteen mullion U.S.
Dollars (US$15.000.000) as a production bonus when the total
curmnulative production of Gas disposed and delivered to EGPC under
the Project Concessions first reaches three Tnllion standard cubic
feet of Gas (3 TSCF), such bonus shall be subject to paragraph (f)
below.
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(d) CONTRACTOR shall pay to EGPC the sum of eighteen mullion U.S.
Dollars (US$ 18,000,000) as a production bonus when the total
cumulative production of Gas disposed and delivered to EGPC under
the Project Concessions first reaches four Trillion standard cubic feet
of Gas (4 TSCF), such bonus shall be subject to paragraph (f) below.

(e) CONTRACTOR shall pay to EGPC the sum of twenty million U.S.
Dollars (US$ 20,000,000) as a production bonus when the total
cumulative production of Gas disposed and delivered to EGPC under

the Project Concessions first reaches five Trillion standard cubic feet
of Gas (5 TSCF), such bonus shall be subject to paragraph (f) below.

(f) The bonus amounts in Article IX(a) to (e) shall apply to the disposal
of gas under the Project Concessions. Accordingly, CONTRACTOR
shall allocate a proportion of such bonus payments made under this
Amendment Agreement, which bonus shall be equal to the proportion
of the Gas disposed to EGPC from the Area relative to each incremental
one trillion standard cubic feet of Gas (1 TSCF) disposed and dehivered
to EGPC pursuant to the Project Concessions that triggered such
bonus payment.

Notwithstanding anything to the conftrary under this Amendment
Agreement, all the bonus amounts made in accordance with Article
IX (a) to (e) shall represent the total amounts to be paid under the

Project Concessions.

(g) All such payments pursuant to Article IX(a) to (e) shall be made
within thirty (30) days from the end of the month in which the
relevant incremental one trillion standard cubic feet of Gas (1 TSCF)

1s produced.
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(h) In the event that CONTRACTOR. exercises its nght to extend the
perniod of any Development Lease(s) relating to Gas by a Second

Optional Extension Period, CONTRACTOR shall pay to EGPC the
following:

1. twenty five million U.S. Dollars (US$ 25,000,000); and

11. an additional twenty five mmllion U.S. Dollars (US$25,000,000) for
cach additional one trillion standard cubic feet (1 TSCEF) that are
contained 1n the Development Lease(s) 1n excess of the five tnllion
standard cubic feet (5 TSCF) for the Project Concessions and are
expected to be produced in the Second Optional Extension Period;

with such payments to be made on an equvalent proportion of such
additional reserves rounded to the nearest one hundred Billion Standard

Cubic Feet (100 BSCF).

Such payment shall be made within thirty (30) days of
CONTRACTOR exercising its right to extend such Development
Lease relating to Gas by the Second Optional Extension Penod.

On the commencement of the Second Optional Extension Pernod,
1f additional amounts of reserves exist in the Development Lease(s)
1n excess of those upon which CONTRACTOR exercised the
Second Optional Extension Period 1n accordance with Article [X
(h)(11), then CONTRACTOR shall pay to EGPC within thirty (30)
days of the commencement of the Second Optional Extension
Peniod, a further payment of twenty five million U.S. Dollars
(US$25,000,000) for each additional one trillion standard cubic
feet (1 TSCF) by which the additional reserves exceed the amount
upon which CONTRACTOR exercised the Second Optional
Extension Period in accordance with Article IX(h)(11), with such
payments to be made on an equivalent proportion of such additional
reserves rounded to the nearest one hundred Billion Standard Cubic
Feet (100 BSCEF).
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No further payments shall be required in the event that further
Gas discoveries are made in a Development Lease other than the
two payments referred to in this Article IX(h).

(1) Inthe event that a CONTRACTOR Member sells, transfers or assigns
any of its nights, interests, privileges, duties and/or obligations as
stipulated under this Amendment Agreement to a third party within the
time period set out in Article XXI(g) of this Amendment Agreement,
CONTRACTOR Member shall pay to EGPC an assignment bonus of
ten percent (10%) valued in U.S. Dollars of the value of each
assignment deal which could be any of the following :

1. The total financial value to be paid by the assignee to the
ass1gnor; or

11. The total financial value of shares or stocks to be exchanged
between the Assignor and the Assignee ; or

111.  The total financial value of the reserves from the Development
Lease(s) areas, to be swapped between the assignor and the
assignee ; or

1v. Any other type of deal to be declared.

The aforementioned obligation to pay an assignment bonus to
EGPC shall not apply to any sale or transfer or assignment made
during the period set out in Article XXI (g) :

(1) from one CONTRACTOR Member to another CONTRACTOR
Member , or

(11) from a CONTRACTOR Member to its Affiliated Company
under this Amendment Agreement .

ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A.R.E. at which notices shall
be validly served.
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The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR wath sutficient power to carry out immediately all local
written directions given to them by the GOVERNMENT or its
representatives under the terms of this Amendment Agreement. All
lawful regulations 1ssued or hereafier to be 1ssued which are applicable
hereunder and not in conflict with this Amendment Agreement shall
apply to the duties and activities of the General Manager and Deputy
General Manager.

All matters and notices shall be deemed to be validly served on
CONTRACTOR 1if delivered to the office of the General Manager or 1f
sent to him by registered mail to CONTRACTOR’s office in the A.R.E.

Al]
del

to

(a)

(b)

| matters and notices shall be deemed to be validly served on EGPC 1f

1vered to the office of the Chief Executive Oftficer of EGPC or i1f sent
him by registered mail to EGPC’s main office in Cairo, A.R.E.

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

CONTRACTOR shall take all proper measures, according to
generally accepted methods in use in the petroleum industry to
prevent loss or waste of Petroleum above or under the ground in any
form durning dnlling, producing, gathering, and distnibuting or
storage operations. The GOVERNMENT has the night to prevent
any operation on any well that 1t might reasonably expect would
result in loss or damage to the well or the ail or gas field.

Upon completion of the drlling of a productive well, CONTRACTOR
shall inform the GOVERNMENT or its representative of the time
when the well will be tested and the production rate ascertained.

(¢) Exceptin instances where multiple producing formations in the same

well can only be produced economically through a single tubing
string, Petroleum shall not be produced from multiple o1l bearing
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which
shall not be unreasonably withheld.
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(d) CONTRACTOR shall record data regarding the quantities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the data has been obtained. Daily or weekly
statistics regarding the production from the Area shall be available at
all reasonable times for examination by authorized representatives
of the GOVERNMENT.

(e) Daily dnlling records and the graphic logs of wells must show the
quantity and type of cement and the amount of any other matenals
used 1n the well for the purpose of protecting Petroleum, gas bearing
or fresh water strata.

(f) Any substantial change of mechanical conditions of the well after its
completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC and CONTRACTOR shall be permitted to import and shall
be exempted from customs taxes and duties, any taxes, levies or fees
(including tees 1imposed by Ministerial Decision No. 254 of 1993
1ssued by the Mimster of Finance, as now or hereafter amended or
substituted) of any nature and from the importation rules with
respect to the importation of, machinery, equpments, appliances,
matenals, 1tems, means of transport and transportation (the
exemption from taxes and duties for cars shall only apply to cars to
be used in operations), clectric appliances, air conditioners for
offices, field housing and facilities, electrome appliances, computer
hardware and software, as well as spare parts required for any of the
imported 1tems, all subject to a duly approved certificate issued by
an EGPC responsible representative nomunated by EGPC for such
purpose, which states that the imported items are requred for
conducting the operations pursuant to this Amendment Agreement.
Such certificate shall be final and binding and shall automatically
result 1n the importation and the exemption without any further
approval, delay or procedures.
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(b Machinery, equpments, appliances and means of transport and
transportation imported by EGPC, CONTRACTOR and CONTRACTOR s
contractors and sub-contractors temporarly engaged 1n any activity
pursuant to the operations which are the subject of this Amendment
Agreement, shall be cleared under the "Temporary Release System”
without payment of customs duties, any taxes, levies or fees
(including fees 1mposed by Ministerial Decision No. 254 of 1993
1ssued by the Mimster of Finance, as now or hereafter amended or
substituted) of any nature, upon presentation of a duly approved
certificate 1ssued by an EGPC responsible representative nomunated
by EGPC for such purpose, provided that CONTRACTOR shall be
responsible for the accurate completion of the customs declarations
forms and states that the imported 1tems are requured for conducting
the operations pursuant to this Amendment Agreement. Items (excluding
cars not to be used 1n operations) set out in Article XII (a) imported
by EGPC, CONTRACTOR and CONTRACTOR’s contractors and
sub-contractors for the aforesaid operations, in order to be installed
or used permanently or consumed, shall meet the conditions for
exemption set forth in Article XlII(a) after being duly certified by an
EGPC responsible representative to be used for conducting the
operations pursuant to this Amendment Agreement.

(¢) The expatnate employees of CONTRACTOR and CONTRACTOR’s
contractors and sub-contractors shall not be enfitled to any
exemptions from customs duties and other ancillary taxes and

charges except within the limits of the provisions of the laws and

regulations applicable 1in the A R.E. However, personal household
ooods and furmiture (ncluding one (1) car) for each expatnate
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(d)

employee of CONTRACTOR 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 appropnate
customs authorities by CONTRACTOR approved by an EGPC
responsible representative that the imported 1tems are imported for
the sole use of the expatriate employee and his farmly, and that such
imported 1tems shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expatnate employee.

[temms mmported 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 obtaimng
EGPC’s approval, which approval shall not be unreasonably
withheld, without any export duties, taxes, levies or charges, from
which such items have been already exempt, as applicable. Such
items may be sold within the AR E. after obtainung the approval of
EGPC which approval shall not be unreasonably withheld. In this
event, the purchaser of such 1tems shall pay all applicable customs
duties and other ancillary taxes and charges according to the
condition and value of such items and the tanff applicable on the
date of sale, unless such items have already been sold to an
Affiliated Company of CONTRACTOR, 1f any, or EGPC, having
the same exemption, or unless title to such items {excluding cars not
used 1n operations) have passed to EGPC.

Without prequdice to the provisions of Article VII, CONTRACTOR,
EGPC and their respective buyers shall have the night to freely export
the Petroleum produced from the Area pursuant to this Amendment
Agreement; no license shall be requured, and such Petroleum shall be
exempted from any customs duties, any taxes, levies or any other

1mposts 1n respect of the export of Petroleum hereunder.
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ARTICLE XIII

BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) EGPC and CONTRACTOR shall each maintain at their business
offices in the A.R.E. books of account, in accordance with Article
[1I{g), the Accounting, Taxation and Invoicing Procedure in ANNEX
"C" and accepted accounting practices generally used in the
petroleum industry. CONTRACTOR shall keep their books of
account and accounting records including audited financial
statements, profit and loss statement and tax return in Umted States
Dollars. The applicable taxes shall be converted to Egyptian
currency using the central bank exchange rate declared at the end of
the Tax Year.

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

(¢) The aforesaid books of account and other books and records referred

to above shall be available on quarterly basis for review.

(d) CONTRACTOR shall submit to EGPC a Profit and Loss Statement
of its Tax Year not later than four (4) months after the commencement
of the following Tax Year to show its net profit or loss from the
Petroleum operations under this Amendment Agreement for such
Tax Year.
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(¢) CONTRACTOR shall at the same time submit a year-end Balance
Sheet for the same Tax Year to EGPC. The Balance Sheet and Profit
and Loss Statement shall be certified by an Egyptian certified

accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR shall prepare and, at all tmes while thus Amendment
Agreement 1s 1n force, maintain accurate and current records of its
operations 1 the Area. CONTRACTOR shall furmush the GOVERNMENT
or 1ts representative, in conformmty with applicable regulations or as
the GOVERNMENT or its representative may reasonably require
information and data concerning its operations under this Amendment
Agreement.

(b) CONTRACTOR shall save and keep for a reasonable period of time
a representative portion of each sample of cores and cuttings taken
from dnlling wells, to be disposed of, or forwarded to the
GOVERNMENT or its representative 1n the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR for 1ts

own purposes shall be considered available for inspection at any
reasonable time by the GOVERNMENT or i1ts representatives.

(¢) Unless otherwise agreed to by EGPC, 1n case of exporting any rock
samples outside A R.E., samples equavalent in size and quality shall,

betfore such exportation, be dehivered to EGPC as representative of
the GOVERNMENT.

(d) Onginals of records shall only be exported with the permussion of
EGPC,; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A.R.E. may be
exported 1f a comparable record, 1f available, 1s maintained 1n the
A R.E. and provided that such exports shall be promptly repatnated
to A.R.E. following such processing or analysis on the understanding
that they belong to EGPC.
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(e) During the peniod in which CONTRACTOR 1s conducting the
Exploration and Development operations, EGPC duly authornzed
representatives or employees shall have the right to full and complete
access to the Area at all reasonable times with the right to observe
the operations being conducted and to inspect all assets, records and
data kept by CONTRACTOR. EGPC representative, 1n exercising its
rights under the preceding sentence of this paragraph (e), shall not
cause any harm to CONTRACTOR’s operations. CONTRACTOR. shall
provide EGPC with hard and soft copies of any and all data (including,
but not limited to, geological and geophysical reports, logs and well
surveys) mformation and interpretation of such data, and other relevant
information 1n CONTRACTOR’s possession.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible 1in law toward
third parties for any damage caused by CONTRACTOR’s activities and
operations pursuant to this Amendment Agreement and shall indemmfy
the GOVERNMENT and/or EGPC against all damages for which they
may be held hable and which are caused by any activities and operations
of the CONTRACTOR. This paragraph shall not apply to any sole nsk
operations of EGPC under this Amendment Agreement unless CONTRACTOR
1s solely conducting such operations, any requisition under this Amendment

Agreement, any production of LPG/NGL not operated by CONTRACTOR
under this Amendment Agreement (unless otherwise subsequently agreed

between EGPC and CONTRACTOR).

[f the GOVERNMENT and/or EGPC become aware of any circumstance
which may result in the GOVERNMENT and/or EGPC having a claim
against CONTRACTOR under this Article XV as a result of or in
cormection with a habihty or alleged hability to a thard party, the GOVERNMENT
and‘or EGPC shall promptly notity CONTRACTOR thereof and CONTRACTOR
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shall be entitled (1) to take and/or require the GOVERNMENT and/or
EGPC to take any action CONTRACTOR mught request by notice to
resist such lhiability in the name of GOVERNMENT and/or EGPC but at
the cost and expense of CONTRACTOR and (11) have conduct of any
appeal, dispute, compromise or defence of the dispute and of any incidental
negotiations for the aforesaid purposes and the GOVERNMENT and/or
EGPC will give CONTRACTOR all co-operation, access and assistance
for the purpose of resisting such liability as CONTRACTOR may require.

CONTRACTOR shall not be hable for a failure to perform any of its
obligations under this Amendment Agreement in the event that the
failure to perform 1ts obligations 1s caused by or anses out of:

(a) any event of Force Majeure under any concession of the Project
Concessions; or

(b) the non-fulfilment of an EGPC material obligation under the Project
Concessions or Gas and Condensate Delivery Agreement, where a
material obligation of EGPC shall mean an obligation that leads to
CONTRACTOR’s mability to perform 1ts relevant obligation, and
where such non-fulfilment shall include, without limitation, a failure
by EGPC to accept delivery of Gas and Condensate ; or

(¢) the acqusition by CONTRACTOR of the land described in the
Presidential Decree No.166 of 2009 later than 30® June 2010 or the

additional adjacent 72 feddans later than 30™ September 2010; or

(d) any failure or delay in the 1ssuance of any requured permuts, approvals
and customs exemptions and certificates related to critical path items
under the Project Concessions, or the Gas and Condensate Delivery
Agreement, provided that CONTRACTOR adheres to any legal
requirements for the 1ssue of such permits and submits, on a timely
basis, the applications for such permts to the competent authorities.

In the event that CONTRACTOR fails to commence delivery of Gas
on the First Gas Start-Up Date referred in Article VII(1.2)a) and (c)
as a result of any of the matters set out 1n thus Article XV, the First
Gas Start-Up Date shall be deferred by a period of days not less than
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the length of such delay or as agreed upon between EGPC and
CONTRACTOR (and any subsequent dates relating to the delivery
of Gas and Condensate shall be amended accordingly) and in
addition, EGPC and CONTRACTOR shall meet and negotiate 1n
eood faith to reach an agreement on the best possible means to
mitigate the risks and liabihties associated with such delay.

EGPC shall take all actions mnecessary to procure that
CONTRACTOR 1s able to acquure the land referred to in paragraph
(¢) above within this time frame and use such land for the purposes
and operations carried out under thus Amendment Agreement and the
Gas and Condensate Delivery Agreement.

In the event that any damage resulting from issuing any order,
regulation or direction of the GOVERNMENT of the Arab Republic
of Egypt whether 1n the form of a law or otherwise, EGPC and/or
CONTRACTOR shall be exempted from the responsibility of non
performance or delay of any obligation heremunder, 1n consequence
of 1ssuing these orders, regulations or directions within the limts
imposed by such orders, regulations or directions. CONTRACTOR
shall be granted the necessary period to restore the damage resulting
from the non performance or delay by adding a penod to the period
of the Amendment Agreement, with respect to the block or blocks
affected by these orders, regulations or directions.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT shall have
access to the Area covered by this Amendment Agreement and to the
operations conducted thereon. Such representatives may examine the
books, registers and records of EGPC and CONTRACTOR and make a
reasonable number of surveys, drawings and tests for the purpose of
enforcing this Amendment Agreement. They shall, for this purpose, be
entitled to make reasonable use of the machinery and instruments of
CONTRACTOR on the condition that no danger or impediment to the
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operations hereunder shall arise directly or indirectly from such use.
Such representatives shall be given reasonable assistance by the agents

and employees of CONTRACTOR so that none of the activities shall
endanger or hinder the safety or efficiency of the operations. CONTRACTOR

shall offer such representatives all privileges and facilities accorded to its

owtn employees 1n the field and shall provide them, free of charge, the
use of reasonable office space and of adequately furmished housing while

they are 1n the field for the purpose of facilitating the objectives of this
Article. Without prejudice to Article XIV(e) any and all information

obtained by the GOVERNMENT or its representatives under this Article
X VI shall be kept confidential with respect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEL

(a) Itis the desire of EGPC and CONTRACTOR that operations hereunder

be conducted 1n a business-like and efficient manner.

The expatriate admmstrative, professional and techmcal personnel
employed by CONTRACTOR 1n connection with, and the personnel
of 1ts contractors and sub-contractors who are involved in, the
conduct of the operations hereunder, shall be granted residence
permits as provided for in Law No. 89 of 1960 as amended by law
No. 88 of 2005 and Mimsterial Order No. 8180 of 1996 as amended,
and CONTRACTOR agrees that all immgration, passport, visa and
employment regulations of the A.R.E., shall be applicable to all alien
employees of CONTRACTOR working inthe A.R.E.

(b) CONTRACTOR, directly or by any other means, shall recruit and
hire, at 1ts own cost (being, for all purposes, the only and exclusive

employer responsible for arranging all the labor force (whether
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nationals or expatriates) necessary for the performance of the
operations), and according to 1ts exclusive recrmting discretion such
employees 1in order that 1t complies with the following provisions:

1.  Twenty five percent (25%) of the total aggregate number of
employees and contractors employed in the operations during
the Development activities shall be Egyptian nationals; provided
however, that EGPC shall be entitled, at 1ts option to second to
CONTRACTOR such nmumber of its employees as 1s equal to
fifteen percent (15%) of such percentage of employees specified
in this Article XVII(b)1) according to CONTRACTOR’s requurements
and such seconded employees shall be taken into account for the
purposes of CONTRACTOR satisfying 1ts obligations pursuant
to this Article XVII{b)(1); and

1. Seventy-five percent (75%) of the total aggregate number of
employees and contractors employed in the operations during
the production activities shall be Egyptian nationals;, provided
however, that EGPC shall be entitled, at its option, to second to
CONTRACTOR such mumber of its employees as 1s equal to
fifteen percent (15%) of the total aggregate number of employees
and contractors employed 1n the operations during the production
activities according to CONTRACTOR’s requairements and such
seconded employees shall be taken into account for the purposes
of CONTRACTOR satistying its obligations pursuant to this
Article XVII(b)(11).

(¢) CONTRACTOR, shall after consultation with EGPC, prepare and
carry out specialized traiming programs for all its A.R.E. employees
engaged 1n operations hereunder with respect to applicable aspects of
the petroleum industry, including but not limited to high pressure
and hgh temperature technology:.
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ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR shall be subject to Law No. 66 of 1953 as amended

(excluding Article 37 thereof) by Law No. 86 of 1956 as amended
and the regulations 1ssued for the implementation thereof, including
the regulations for the safe and efficient performance of operations
carnied out for the execution of this Amendment Agreement and for
the conservation of the petroleum resources of the A.R.E. provided
that no regulations, or modification or interpretation thercof, are
contrary to or inconsistent with the provisions of this Amendment
Agreement.

(b) CONTRACTOR shall be subject to the provisions of the Law No. 4

(c)

(d)

of 1994 concerming the environment and its executive regulation, as
may be amended, as well as any laws or regulations that may be
1ssued, concermng the protection of the environment.

Except as provided in Article III{g) for income taxes, EGPC and
CONTRACTOR shall be exempted from all taxes and duties,
whether 1mposed by the GOVERNMENT or mumcipalities
including among others, sales tax, value added tax and taxes on the
Exploration, Development, Extracting, producing, exporting or
transporting of Petroleum and LPG 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 1items. CONTRACTOR shall also be exempted from any tax
on the liqudation of CONTRACTOR, or distributions of any income
to the sharcholders of CONTRACTOR, and from any tax on capital.

The nights and obligations of EGPC and CONTRACTOR under, and

for the eftective term of this Amendment Agreement shall be governed
by and 1n accordance with the provisions of this Amendment Agreement

and may only be altered or amended by the written mutual agreement
of the said contracting parties and according to the same procedures
by which the Amendment Agreement has been 1ssued.
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(¢) The contractors and sub-contractors of CONTRACTOR shall be
subject to the provisions of this Amendment Agreement which affect
them. Without prejudice to Article XVIII(b) above, if regulations
which are duly 1ssued by the GOVERNMENT apply from time to
time and are not 1n accord with the provisions of this Amendment
Agreement, such regulations shall not apply to CONTRACTOR and
1ts respective contractors and sub-contractors, as the case may be.

(f) EGPC and CONTRACTOR and their respective contractors and
sub-contractors shall for the purposes of this Amendment 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 RE. laws or
regulations granted to EGPC and CONTRACTOR, their contractors
and sub-contractors under this Amendment Agreement shall include
such laws and regulations as presently in effect or thereafter amended
or substituted.

ARTICLE XIX
STABILIZATION

In case of changes 1n existing legislation or regulations applicable to
the conduct of Exploration, Development and production of Petroleum,

which take place after the Effective Date, and which significantly affect
the economic interest of this Amendment Agreement to the detriment
of CONTRACTOR or which imposes on CONTRACTOR an obligation
to remit to the A RE. the proceeds from sales of CONTRACTOR’s
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative or

regulatory measure as well as 1ts consequent effects that may cause the
destabilization of this Amendment Agreement. In such case, the Parties

shall negotiate appropniate modifications to this Amendment Agreement

designed to restore the economuc balance thereof which existed on the
Effective Date.
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The Parties shall use their best efforts to agree on appropriate
amendments to this Amendment Agreement within mnety (90) days

from aforesaid notice.

These amendments to this Amendment Agreement shall in any event
neither decrease nor increase the mnghts and obligations of
CONTRACTOR as these were agreed on the Effective Date.

In the event the parties fail to reach an agreement during the period
referred to above 1n this Article XIX, such dispute may be referred to
the general rules in settling disputes stated in Article XXIV of this
Amendment Agreement.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent expectation of
war or internal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
CONTRACTOR to increase such production to the utmost possible
maximum. The GOVERNMENT may also requisition the Oil or Gas
field itself and, 1f necessary, related facilities.

(b) In any such case, such requsition shall not be effected except after
inviting EGPC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their

views with respect to such requisition.

(¢) The requsition of production shall be effected by Mimsterial Order.
Any requisition of O1l and/or Gas field itself, or any related facilities
shall be effected by a Presidential Decree duly notified to EGPC and
CONTRACTOR.
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(d) In the event of any requisition as provided for above, the
GOVERNMENT shall indemnify in full EGPC and CONTRACTOR

for the period during which the requisition 1s maintained, including:
(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack 1s not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR 1n U.S. Dollars remttable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in accordance
with Article VIL

ARTICLE XXI

ASSIGNMENT

(a) Neither EGPC nor any of CONTRACTOR Members may assign to a
person, firm or corporation in whole or in part, any of its rights,
privileges, duties or obligations under this Amendment Agreement
either directly or indirectly without the written approval of the
GOVERNMENT, and in all cases prionty shall be given to EGPC; 1f
it so desires, to obtain such interests intended to be assigned (except
assignment to an Affiliated Company of the same CONTRACTOR
Member).

(b) Without prejudice to Article XXlI(a), a CONTRACTOR’s Member
may assign all or any of its nights, privileges, duties or obligations
under this Amendment Agreement to 1its Affiliated Company,
provided that the CONTRACTOR Member shall notify EGPC and
the GOVERNMENT 1n writing and obtain the written approval of
the GOVERNMENT on the assignment.
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In the case of an assignment either in whole or in a part to an
Affiliated Company, the assignor together with the assignee shall
remain jointly and severally liable for all duties and obligations of
CONTRACTOR under this Amendment Agreement provided such
Affiliated Company remains in the same capacity as an Affiliated

Company.

(¢) To enable consideration to be given to any request for such
GOVERNMENT s consent referred to in (a) or (b) above, the following
conditions must be fulfilled:

(1) The obligations of the assignor deriving from this Amendment
Agreement must have been duly fulfilled as of the date such

request 1s made.

(2) The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
in this Amendment Agreement and any modifications 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 being formally executed.

(3) The assignor(s) must submit to EGPC reasonable documents that

evidence the assignee’s financial and technical competence.

(d) Any assignment, sale, transfer or other such conveyance made pursuant
to the provisions of this Article XXI 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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(e) Once the assignor and a proposed third party assignee, other than an
Affiliated Company, have agreed the final conditions of an
assignment, the assignor shall disclose 1n detail such final conditions
in a written notification to EGPC. EGPC shall have the night to
acquire the interest intended to be assigned, if, within mnety (90)
days from assignor’s written notification, EGPC delivers to the
assignor a written notification that it accepts the same conditions
agreed to with the proposed third party assignee. If EGPC does not
deliver such notification within such mnety (90) day penod, the
assignor shall have the night to assign to the proposed third party
assignee, subject to the GOVERNMENT approval under paragraph
(a) of this Article.

(f) Aslong as the assignor shall hold any interest under this Amendment
Agreement, the assignor together wath the assignee shall be jointly
and severally liable for all duties and obligations of CONTRACTOR
under this Amendment Agreement.

(2) Without prejudice to Article XXI (b) and the second paragraph of this
sub-article (g), a CONTRACTOR Member shall not sell, transfer or
assign any of 1ts nights, interests, privileges, duties and/or obligations
as stipulated under this Amendment Agreement to a third party in the
period which ends by the later of either (1) the lapse of five (5) years
starting from the Effective Date or (n) Commercial Gas Start-Up
Date.

If a CONTRACTOR Member sells, transfers or assigns any of its
rights, interests, privileges, duties and/or obligations to a third party
in the penod referred to above, such CONTRACTOR Member shall
pay to EGPC an assignment bonus 1n accordance with Article IX(1).
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ARTICLE XXII

BREACH OF AMENDMENT AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the night to cancel this Amendment
Agreement by Presidential Decree, wath respect to CONTRACTOR,
in the following instances:

(1)

(2)
(3)

(4)

(5)

(6)

I[f the CONTRACTOR has knowingly submitted any false
statements to the GOVERNMENT which were of a material
consideration for the execution of this Amendment Agreement;

[fthe CONTRACTOR assigns any interest hereunder contrary to
the provisions of Article XXI,;

[f the CONTRACTOR 1s adjudicated bankrupt by a court of
competent jurisdiction;
[f the CONTRACTOR does not comply with any final decision

reached as the result of court proceedings conducted under
Article XXIV(a);

If the CONTRACTOR 1intentionally extracts any mmneral other
than Petroleum not authornized by this Amendment Agreement
or without the authonty of the GOVERNMENT, except such
extractions that may be unavoidable as the result of the
operations conducted hereunder 1n accordance with sound and
accepted petroleum industry practices and which shall be
notified to the GOVERNMENT or 1ts representative as soon as
possible.

If the CONTRACTOR commits any material breach of this
Amendment Agreement or of the provisions of Law No. 66 of 1953,
as amended by Law No. 86 of 1956 as amended, provided that
they are not contradicted by the provisions of this Amendment
Agreement.

Such cancellation shall take place without prejudice to any nghts
which may have accrued to the GOVERNMENT agamst CONTRACTOR
in accordance with the provisions of this Amendment Agreement,

and. 1n the event of such cancellation, CONTRACTOR, shall
have the night to remove from the Area all 1ts personal property.
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(b) If the GOVERNMENT deems that one of the aforesaid causes (other

(a)

than a force majeure cause referred to in Article XXIII) exists to
cancel this Amendment Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally served
on CONTRACTOR’s General Manager in the legal manner and
receipt of which 1s acknowledged by hum or by his legal agents, to
remedy and remove such cause; but if for any reason such service 1s
impossible due to unnotified change of address, publication in the
Otfficial Journal of such notice shall be considered as valid service
upon CONTRACTOR. If at the end of the said mnety (90) days
notice period such cause has not been remedied and removed, this
Amendment Agreement may be canceled forthwith by Presidential
Decree as aforesaid; provided however, that 1f such cause, or the
failure to remedy or remove such cause, results from any act or
omission of one party, cancellation of this Amendment Agreement
shall be effective only against that party.
ARTICLE XXIII
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Amendment Agreement shall be excused 1if, and to the extent that,
such non-performance or delay 1s caused by Force Majeure. The
period of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage done
during such delay, shall be added to the time given in this
Amendment Agreement for the performance of such obligation and
for the performance of any obligation dependent thereon and
consequently, to the term of this Amendment Agreement, but only
with respect to the Exploration or Development Block(s) atfected.



YA R g YE 3 () Y0 bl = e 1 5y 4

A\

crdardly AL Salll sl o o GUas (3 7 3 W 308 * Byl by ()
io 5 ey ol 5l oo o1 it ol leaas o 1,85 5 Liad Gy Lo
Uss e 12U o) 3T e ol o liliad S 391 o] e UL
ool o S0 oS e puw lagin g T Jslidly 2] cSlar 50 Jlaa)
Kol prdais ¥ 1 ] 033 oo cunmn ol 055 0 B (8,85 L U
W gaatl spadh b ade Sl Lge ol L1 Jylatl,

o8 hagio s 5 Jolilly iaegd) $5 IS b i st Bl K0 KL oy ¥ ()
Y| ] FURY| PUDNDRD [ 35 DUIES SAR-C 3 30 IS0 BRI SN [ JEH B
Bl s 3 Ll Lad!

Jolall o8 el (V) o 50l LI & sl 3,01 5581 Wl it 13 ( 5)
sl oyt i Jodaacdh LY Uiy wrlal sl gis of b LI A 5056
393 5,000 35l Gidy gl ) dheey Loy (R0) Gnaucty G oS
g5 8 o Berb o] i e B] Jay o

9 el g Al yff Sald/
ouSaiily oils b

Jeoad] 31 oo LYY, T sSE o L Llas of ¥ Sl o155 T ()
LeSone JI oy aidilay ol Lgs] 5 iy IYSYL ol iy oy L T 1
g as bl el o o) I8 o Ll

Jotadd| sl oo Renglly Jolall e Uiy ddlas of Yo 4l ¢153 5l gmsns ()
i ol 3y ey 5l il ol iy DSV oy Bhay L T Ko
( S0 ol gsload! o) ad Y13 L 56 0 oSS el
Loshos Wil oSl S nys + M Josad) LT )b (3 2, L
. SN



VAY YN B Ry TE S () Y0 el = D )

(b) "Force Majeure”" within the meanmng of this Article XXIII, shall be

any act of God, msurrection, niot, war, strike, and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of EGPC and CONTRACTOR or either of them, whether
or not sumlar to the foregoing, provided that any such cause 1s
beyond the reasonable control of EGPC and CONTRACTOR, or
either of them.

(¢) The GOVERNMENT shall incur no responsibility whatsoever to

(d)

(b)

EGPC and CONTRACTOR, or either of them for any damages or

losses amsmng 1n consequence of such case of Force Majeure
hereinafter referred to in this Article.

[f the Force Majeure event oceurs and continues in effect for a peniod
of s1x (6) months CONTRACTOR shall have the option upon ninety

(90) days prior written notice to EGPC 1n accordance with Article X to
termmnate 1ts obligations hereunder without further hability of any kind.

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating to this
Amendment Agreement or the breach, termunation or invalidity thereof,
between the GOVERNMENT and the parties shall be referred to the
jurisdiction of the admumustrative court of the State Council and shall
be finally settled by such Courts.

Any dispute, controversy or claim arising out of or relating to this
Amendment Agreement, or the breach, termination or mvahdity thereof
between EGPC and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration (the "Center”) 1n effect on
the date of this Amendment Agreement. The award of the arbitrators
shall be final and binding on the parties.
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(¢) The number of arbitrators shall be three (3).
(d) Each party shall appoint one arbitrator. If, within thurty (30) days after

(2)

()

(8)

receipt of the claimant’s notification of the appointment of an

arbitrator the respondent has not notified the claimant in wnting of
the name of the arbitrator he appoints, the claimant may request the
Center to appoint the second arbitrator.

The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tnbunal. If within tharty
(30) days after the appointment of the second arbitrator, the two
arbifrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the Hague, the Netherlands to
designate the appointing authonty. Such appointing authority shall
appoint the presiding arbitrator 1in 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 CONTRACTOR’s nationality(ies) and of
a country which has diplomatic relations with both A.R.E. and the
CONTRACTOR’s country(ies) and who has no economuc interest in
the Petroleumn business of the signatories hereto.

Unless otherwise agreed by the parties to the arbitration, the arbitration,
including the making of the award, shall take place in Cairo, A.R.E.

The decision of the arbitrators shall be final and binding upon the
Parties, including the arbitration fees and all related 1ssues and the
execution of the arbitrators decision shall be referred to the competent
courts according to Egyptian laws.

(h) Egyptian Law shall apply to the dispute except that in the event of

any conflict between Egyptian Laws and this Amendment Agreement,
the provisions of this Amendment Agreement (including the arbitration
provision) shall prevail. The arbitration shall be conducted in both
English and Arabic languages.
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(1) If, for whatever reason, arbitration in accordance with the above

(a)

(b)

(c)

procedure cannot take place, all disputes, controversies or claims arising
out of or relating to this Amendment Agreement or the breach, termmnation
or invalidity thereof shall be settled by ad hoc arbitration in accordance
with the UNCITRAL Arbitration Rules in effect on the Effective
Date.
ARTICLE XXV
STATUS OF PARTIES

The nights, duties, obligations and liabilities in respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or collective,
it being understood that this Amendment Agreement shall not be

construed as constituting an association or corporation or partnership.

Each CONTRACTOR Member shall be subject to the laws of the place
where 1t 1s incorporated regarding its legal status or creation, organization,
charter and by-laws, shareholding, and ownership.

Each CONTRACTOR Member’s shares of capital which are entirely
held abroad shall not be negotiable in the A.R.E. and shall not be offered
for public subscrniption nor shall be subject to the stamp tax on capital
shares nor any tax or duty in the A R.E. CONTRACTOR shall be
exempted from the application of Law No. 159 of 1981 as amended.

In the event CONTRACTOR comsists of more than one CONTRACTOR
Member, all CONTRACTOR Members shall be jointly and severally
liable for the performance of the obligations of CONTRACTOR under
this Amendment Agreement.
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ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR, n fulfilling 1ts obligations to use all reasonable
endeavors to allow Egyptian compames equal opportunity in relation to

other companies also involved to present proposals for supplying goods

and services 1n respect of Petroleum operations, undertakes to:
1. during the Development phase(s), purchase from Egyptian suppliers

an amount of goods and services such that the percentage of
Egvyptian sourced matenals, good and services in the Development
phase 15 (In monetary terms) equal to or greater than twelve percent
(12%) of the total value of matenals, goods and services purchased
in such phase; and

11. during the production phase(s), purchase from Egyptian supphers

an amount of goods and services such that the percentage of
Egyptian sourced materials, goods and services in the production
phase(s) 1s (1in monetary terms) equal to or greater than fifty
percent (50%) of the total value of materials, goods and services
purchased 1n such phase;

provided however, that CONTRACTOR shall be released from
such obligations 1f and to the extent that matenals, goods and
services available for purchase from Egyptian suppliers at the
relevant time do not meet the requared specifications or are unable
to be delivered at the requested time.

ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Amendment Agreement shall, before the
competent courts of the A RE. be referred to in construing or interpreting
this Amendment Agreement; provided however, that 1n any arbitration
pursuant to Article XXI'V herein above between EGPC and CONTRACTOR
the English and Arabic versions shall both be referred to as having equal
force 1n construing or interpreting this Amendment Agreement.
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ARTICLE XXVIII

GENERAL

1. The headings or tfitles to each of the Articles to this Amendment
Agreement are solely for the convenience of the Parties hereto and
shall not be used with respect to the interpretation of said Articles.

2. None of the Parties shall request for any changes or amendments to
this Amendment Agreement before the lapse of five (5) years from
the Effective Date.

ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Amendment Agreement shall not be binding upon any of the parties
hereto unless and until a law 1s 1ssued by the competent authorities of the
A RE. authorizing the Minister of Petroleum to sign this Amendment
Agreement and giving this Amendment Agreement full force and effect
of law notwithstanding any countervailing Governmental enactment , and
the Amendment Agreement 1s signed by the GOVERNMENT, EGPC,
and CONTRACTOR.

BP EGYPT WEST MEDITERRANEAN (BLOCK B) B.V.
BY & cm oo m e e e e

RWE Dea AG
BY & cm oo m e e e e

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
0

THE ARAB REPUBLIC OF EGYPT
BY : cmmm e e e e
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ANNEX "A"
AMENDMENT AGREEMENT
OF
THE CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
BP EGYPT WEST MEDITERRANEAN (BLOCK B) B.V.
AND
RWE Dea AG
IN
WEST MEDITERRANEAN DEEP WATER AREA
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA
INCLUDING
WEST MEDITERRANEAN-1 DEVELOPMENT LEASE

Annex "B" 1s a provisional illustrative map at an approximate

scale of (1: 1 500 000) showing the Area covered and affected by this
Amendment Agreement.

The Area measure approximately seven thousand eight hundred and
thirty five (7835) square kilometres including the West Mediterranean - 1
Development Lease having an area of one hundred and eighty (180)
square kilometres. It consists of all or parts of development blocks, the
whole blocks are defined on two (2) minutes latitude by two (2) minutes
longitude grid.

It 1s to be noted that the delineation lines of the Area in Annex "B" are
intended to be only illustrative and provisional and may not show

accurately their true position in relation to existing monuments and
geographical features.
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Coordinates of the corner points of the Area are given in the following

table which forms an integral part of this Annex "A":-

BOUNDARY COORDINATES

WEST MEDITERRANEAN DEEP WATER AREA

WEST MEDITERRANEAN DEEP WATER AREA

Latitude (North)

Longitude (East)

30’

00.0"

42

00.0"

00’

00.0"

42

00.0"

00’

00.0"

00’

00.0"

45°

00.0"

00’

00.0"

45

00.0"

15

00.0"

15°

00.0"

15°

00.0"

15°

00.0"

24

00.0"

39°

00.0"

24

00.0"

OIS ||~ |W]|b |—

39

00.0"

45

00.0"

[a—
<o

36’

00.0"

45

00.0"

[a—
[a—

36’

00.0"

48’

00.0"

[a—
o

33

00.0"

48’

00.0"

[a—
)

33’

00.0"

00’

00.0"

[a—
I

54

00.0"

00’

00.0"

[a—
n

54

00.0"

03’

00.0"

[a—
()

5T

00.0"

03’

00.0"

[a—
~]

57

00.0"

06’

00.0"

[a—
o0

00’

00.0"

06’

00.0"

[a—
O

00’

00.0"

12°

00.0"

o
-

03’

00.0"

12

00.0"
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Latitude (North)

Longitude (East)

03’

00.0"

15°

00.0"

06’

00.0"

15°

00.0"

06’

00.0"

18

00.0"

09’

00.0"

18’

00.0"

09’

00.0"

21’

00.0"

12°

00.0"

21°

00.0"

12

00.0"

27

00.0"

24

00.0"

27

00.0"

24

00.0"

30°

00.0"

30°

00.0"

30°

00.0"
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WEST MEDITERRANEAN- 1 DEVELOPMENT LEASE

Latitude (North)

Longitude (East)

45°

00.0"

59°

00.0"

46’

00.0"

59°

00.0"

46°

00.0"

58

00.0"

47

00.0"

58

00.0"

47

00.0"

5T

00.0"

49°

00.0"

57

00.0"

49°

00.0"

56’

00.0"

52

00.0"

56’

00.0"

LIRS || |W]|M |—

52

00.0"

54

00.0"

[S—
(-

53°

00.0"

54

00.0"

[a—
[a—

53°

00.0"

53°

00.0"

[S—
-

55

00.0"

53°

00.0"

[S—
oS

55

00.0"

50°

00.0"

[R—
N

54

00.0"

50°

00.0"

[S—
n

54

00.0"

49°

00.0"

[S—
<

49°

00.0"

49°

00.0"

[S—
|

49°

00.0"

50°

00.0"

[a—
o0

47

00.0"

50°

00.0"

[S—
O

47

00.0"

51°

00.0"

)
-

45°

00.0"

51°

00.0"
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ANNEX C
ACCOUNTING, TAXATION AND INVOICING
PROCEDURE
ARTICLE I
GENERAL PROVISIONS
(a) Definitions:

The definitions contained in Article I of this Amendment Agreement

shall apply to this Accounting Procedure and have the same

meanings.
(b) Financial Reporting:

(1) During Exploration and Development operations CONTRACTOR
shall submit to EGPC within thirty (30) days of the end of each
calendar quarter a "Statement of Exploration and Development
Activity" reflecting all charges and credits related to such

operations for that calendar quarter summarized by appropriate
classifications in accordance with Article ITI(g)(8).

(2) During production operations CONTRACTOR shall also submuit
to EGPC within thirty (30) days of the end of each calendar
quarter a "Statement of Production Activity" reflecting all
charges and credits related to such operations for that calendar

quarter summarnzed by appropriate classification in accordance
with Article ITI(g)(8).

(3) CONTRACTOR shall provide a list containing necessary details
of the assets referred to in Article VIII of this Amendment
Agreement and acquired by the CONTRACTOR during the
preceding quarter.

(¢) Audits:

(1) EGPC will conduct audits for tax purposes and/or for the
purpose of verifying that all costs, expenses and expenditures
referred to in Articles IV(b) and VII(1.2)(1) (Gas compensation
formula review) have been incurred in relation to the activities
carried out pursuant to the terms of this Amendment Agreement
with the aim of obtaiming assurance on the accuracy of all
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documentation and 1ts pertaimung expenditures of the
aforementioned quarterly Statements. The aforementioned audit
mechanmism and criteria shall replace and finally substitute the
audit mechanism and cnteria (including the cost recovery
mechanism) set out under the Concession Agreement and any
claims raised out of such held audits under the Concession
Agreement shall cease to have effect with respect to IV (b) and
VII (1.2) (1).

The parties agree that those amounts of the one hundred and
sixty five mullion US Dollars (US$165,000,000) referred to in
Article IV (b) of tlhus Amendment Agreement related to
activities carried out before the Effective Date shall be audited
by EGPC 1n accordance with the respective provisions under the
Concession Agreement. For the avoidance of doubt, the
remainder of the one hundred and sixty five million US Dollars
(US$165,000,000) referred to 1n  Article IV(b) of this
Amendment Agreement related to activities carried out on or
after the Effective Date shall be audited in accordance with the
audit mechanism referred to in the first paragraph of this Article
I{c) (1) of Annex C.

(2) Each quarterly Statement shall be deemed to be true and correct
and subsequently endorsed after twelve (12) months following
the receipt of each Statement by EGPC. During the said twelve
(12) month period supporting documents will be available for

audit by EGPC during working hours at the CONTRACTOR’s
business office in the A R.E.

(3) CONTRACTOR shall inform EGPC in wnting 180 days before
the end of the Tax Year, with the name of the chosen audit firm.

(d) Currency Exchange:
CONTRACTOR s books for all activities relating to this Amendment

Agreement, shall be kept in the AR.E. in U.S. Dollars. All U.S.
Dollars expenditures shall be charged 1n the amount expended. All
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Egyptian Pounds expenditures shall be converted to U.S. Dollars at
the applicable rate of exchange 1ssued by the Central Bank of Egypt
on the first day of the month 1n which expenditures are recorded, and
all other non-U.S. Dollars expenditures shall be translated to U.S.
Dollars at the buying rate of exchange for such currency as quoted
by National Westminster Bank Limuted, London at 10.30 a.um.
G.M.T., on the first day of the month in which expenditures are
recorded. A record shall be kept of the exchange rates used 1n
translating Egyptian Pounds or other non-U.S Dollars expenditures

to U.S. Dollars.
(e) Precedence of Documents:

In the event of any mconsistency or contlict between the provisions
of this Accounting Procedure and the provisions of this Amendment
Agreement treating the same subject differently, then the provisions
of this Amendment Agreement 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 1n
the light of future arrangements.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of this Amendment Agreement, CONTRACTOR
shall alone bear and directly pay all costs, expenses and expenditures,
which costs, expenses and expenditures shall be classified and allocated
to the activities according to sound and generally accepted accounting
principles and in accordance with Article III{g) of this Amendment
Agreement. All such costs shall be considered as tax deductible costs.
Such costs, expenses and expenditures are characternized but not limted
to the below:

(a) Surface Rights:

All direct costs attributable to the acquusition, renewal or relinquishment
of surface nghts acquired and mamntained 1n force for the Area.
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(b) Labor and Related Costs:

(1)

(2)

All Salaries and Wages of CONTRACTOR’s employees, as the
case may be, directly or indirectly engaged in the vanous
activities under the Concession Agreement and under this
Amendment Agreement including but not limuted to salaries and
wages paid to geologists and other employees who are temporarily
assigned to and emplovyed 1n such activities.

All such salaries and wages will be declared to the tax authorities
and costs shall be certified by a certified public accounting firm.

(¢) Benefits, allowances and related costs of national and expatriate
employvees:

All Bonuses, overtime, customary allowances and other benefits
shall be charged to accounts and shall be tax deductible.

(d) Material

Matenal, equpment and supplies purchased or furmished as such by
CONTRACTOR.

(1)

(2)

Purchases:

Material, equpment and supplies purchased by CONTRACTOR
shall be at the price paid by CONTRACTOR plus any related

cost and after deduction of all discounts actually received.
Matenal furmshed by CONTRACTOR.:

Material, required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furmsh

such material from CONTRACTOR’s or CONTRACTOR’s
Affiliated Companies stocks outside the A .R.E. under the following
conditions:

1. New Matenal (Condition "A")

New Material transferred from CONTRACTOR’s or
CONTRACTOR’s Affihated Compames warehouse or other

properties shall be priced at cost, provided that the cost of
material supplied 1s not higher than international prices for

material of stmilar quality supplied on stmilar terms, prevailing
at the time such material was supplied.
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Used Material (Conditions "B" and "C")
a) Used Matenal which 1s in sound and serviceable condition
and 1s suitable for re-use without reconditiomng shall

be classified as Condition "B" and pnced at seventy - five
percent (75%) of the price of new material.

b) Used Matenal which cannot be classified as Condition "B"
but which 1s serviceable for onginal function but
substantially not suitable for reuse without reconditioning,
shall be classified as Condition "C" and priced at fifty
percent (50%) of the price of new material.

¢) Used Material which cannot be classified as Condition

"B" or Conchition "C" shall be prniced at a value commensurate
with 1ts use.

d) Tanks, buildings and other equupment involving erection
costs shall be charged at applicable percentage of knocked -
down new price.

(3) Warranty of material furmshed by CONTRACTOR

CONTRACTOR does not warrant the material furmshed beyond

or back of the dealer’s or manufacturer’s guarantee, and in case
of defective material, credit shall not be recorded until adjustment
has been recetved by CONTRACTOR from the manufacturer(s)

or 1ts (their) agents.
(e) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR’s activities.

(2) Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatnate and national employees, as incurred and paid by, or
for, employees 1n the conduct of CONTRACTORs.

(3) Employees’ transportation and relocation costs for national
employees to the extent covered by established policies.
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() Services:

(1) Overseas services: The costs of contracts for consultants,
services and utilities procured from third parties.

(2) Cost of services performed by EGPC or by CONTRACTOR, or
their Affilhated Compamies in facilities inside or outside the
A.R.E. Regular, recurring, routine technical services, such as
interpreting magnetic tapes and/or other analyses, 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.

(3) Use of EGPC, CONTRACTOR’s or their Affiliated Compamnes’
wholly owned equupment 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 A.R.E.

(g) Damages and Losses:

(h)

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR through the exercise of

reasonable diligence.
Insurance and Claims:

The cost of any public liability, property damage and other insurance
against liabilities of CONTRACTOR and/or the parties or any of
them to their employees and/or outsiders as may be required by the
laws, rules and regulations of the GOVERNMENT or as the parties
may agree upon. The proceeds of any such insurance or claim
collected, less the actual cost of making a claim, shall be credited
against operations.
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(i) Indirect Expenses:

)

Camp overheads and facilities such as shore base, warchouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general employees

indirectly serving the Area.
Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney’s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Concession Agreement and under this
Amendment Agreement, and actual expenses incurred by any party
or parties hereto in securing evidence for the purpose of defending
against any action or claim prosecuted or urged against the
operations or the subject matter of the Concession Agreement or this
Amendment Agreement. In the event actions or claims affecting the
interests hereunder shall be handled by the legal staff of one or more
of the parties hereto, a charge commensurate with cost of providing

and furnishing such services are charged to operations.

(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR 1s conducting Exploration and Development
operations, the cost of staffing and maintaining CONTRACTOR’s
head office in the A.R.E. and/or other offices established in the
A.R.E. as appropriate.
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(2) CONTRACTOR’s personnel engaged in general clerical and
office work, supervisors and officers whose time 1s generally
spent in the main office and not the field, and all employees
generally considered as general and admimstrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be allocated each month between Exploration
and Development operations according to sound and practicable
accounting methods.

() Taxes:

All taxes, duties or levies paid in the A R.E. by CONTRACTOR
with respect to the Concession Agreement and under this Amendment
Agreement other than those covered by Article III{g) of this Amendment
Agreement.

(m) Other Expenditures:

(n)

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article II,
incurred by CONTRACTOR 1n connection with the Concession
Agreement or in accordance with the provisions of this Amendment
Agreement.

Provision of Documentation:

CONTRACTOR on a quarterly basis at least fifteen(15) days after
the end of a quarter shall provide documentation in accordance with
Article VI of this Amendment Agreement (including, without limmtation,
invoices and contracts) for the purpose of verifying CONTRACTOR’S
incurrence of costs and expenditures in respect of the activities
carried out under this Amendment Agreement in accordance with
sound and acceptable accounting and invoicing principles. Such documentation
shall be used by EGPC 1n accordance with the provisions of this
Amendment Agreement.
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ARTICLE III
INVENTORIES
(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and CONTRACTOR
inventories shall be taken by CONTRACTOR, which shall include all
physical assets and construction projects. Written notice of intention to
take inventory shall be given by CONTRACTOR to EGPC at least
thirty (30) days before any inventory i1s to begin so that EGPC and
CONTRACTOR may be represented when any inventory 1s taken.
Failure of EGPC to be represented at an inventory shall bind it to accept
the inventory taken by CONTRACTOR, who shall in that event furmsh
EGPC with a copy thereof.

(b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and a list

of overages and shortages shall be jointly determuned by EGPC and
CONTRACTOR, CONTRACTOR shall reflect the inventory adjustments

in 1ts books.
ARTICLE IV
CONTROL AND MAJOR ACCOUNTS
Major Accounts:

For the purpose of classifying costs, expenses and expenditures for depreciation
as well as for the purpose of tax deduction, costs, expenses and expenditures
shall be recorded in major accounts including the following:

- Exploration Expenditures;
- Development 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 mcome and costs required for tax calculation
and the Gas compensation formula review.
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Investments Accounts

For the purposes of Article VII(1.2)(1) and Article VIII(a)(2) of this
Amendment Agreement, a separate set of accounts shall be established by
CONTRACTOR reflecting the costs, expenses and expenditures incurred
by CONTRACTOR 1n carrying out the activities hereunder including
without limutation all historical costs and expenditures referred to in Article

I1I{g) and which shall be presented 1n a separate financial statement for this
purpose and be certified by a third party auditor. The above mentioned

accounts shall not include any interest charges.
ARTICLE V
TAX IMPLEMENTATION PROVISIONS

It 1s understood that CONTRACTOR shall be subject to Egyptian Income
Tax Laws ARE. Income Taxes paid by EGPC on CONTRACTOR’s
behalf constitute additional mncome to CONTRACTOR, and this additional

income 15 also subject to A.R.E. income tax, that 1s "grossed up”.

"CONTRACTOR’s annual income”, as determined in Article 11I{g)(3) of
this Amendment Agreement, less the amount equal to CONTRACTOR’s
orossed-up Egyptian income tax labihity, shall be CONTRACTOR’s
"Provisional Income".

The "gross-up value" 1s an amount added to Provisional Income to give
"Taxable Income", such that the grossed-up value 1s equvalent to the
A.R.E. Income Taxes.

THEREFORE:
Taxable Income = Provisional Income plus Grossed-up Value
and
Grossed-up Value = A .R.E. Income Tax on Taxable Income.

[f the "AR.E. Income Tax rate", which means the effective or composite
tax rate due to the various A.R.E. taxes levied on income or profits, 1s
constant and not dependent on the level of income, then:

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

Provisional income X Tax Rate

Grossed-up Value =
|1 - Tax Rate

where the tax rate 1s expressed as a decimal.

The above computations are illustrated by the following numerical example.
Assuming that the Provisional Income 1s $10 and the A.R.E. Income Tax
rate 1s forty point five five percent (40.55%), then the Grossed-up Value 1s
equal to:

$ 10 X 0.4055

= $6382
1 -0.4055

Therefore:

Provisional income $10.00

Plus Grossed-up Value 6.82

Taxable Income $16.82
Less: A.R.E. Income Taxes at 40.55% 6.82
CONTRACTOR’s Income after taxes $ 10.00

In case of Gas for export by CONTRACTOR, the CONTRACTOR shall
advance sufficient funds to EGPC to pay the relevant Egyptian income taxes
in respect of such Gas for export which 1s to be borne by CONTRACTOR.
In such case, the income taxes in respect of such Gas for export paid by
EGPC shall not constitute additional income to CONTRACTOR, and in
this case there 1s no need for grossing-up for such taxable income.

ARTICLE VI

INVOICING PROCEDURE FOR GAS AND CONDENSATE

Invoicing procedures in relation to the disposal and delivery of Gas and
Condensate to EGPC shall be in accordance with the relevant articles to be
agreed under the Gas and Condensate Delivery Agreement.
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ANNEXE
FORM OF LETTER OF CREDIT

Irrevocable Revolving Stand-by Letter of Credit

Beneficiary Applicant
(Name and Address) (Name and Address)

At the request of the above Applicant, and for its account, we (Name and

Address of Bank) hereby 1ssue in your favor our irrevocable revolving

Stand-by Letter of Credit No...............

This Stand-by Letter of Credit is for an aggregate maximum amount of
USD .......... [amount in figures/words] and 1s available by payment against

presentation at our counters at sight of the following documents:

1. Beneficiary’s Commercial Invoice or Beneficiary’s provisional Commercial

Invoice (both, telex or fax acceptable).

2. Beneficiary’s statement to the effect that the amount demanded

represents a payment which has not been made to the Beneficiary by

Special conditions:

1. Payment shall be effected immediately to Beneficiary regardless of any
typographical and spelling errors, except in quantity and amount. The
Bank shall not have any right to make any inquiry regarding the
release of the relevant funds to the Beneficiary.



Yo i iy YE 3 () YO ol = Bmu Sl bl Y

com &l Lke o, i sl raliall sloxe¥l el S, - Y
Sl Ll 05 G paliadl slace ] ells coomps LY ey 005
c 8 il Lo adlay ]

 plielas o / L34 Olpmed b pleadl o -

S Sy pal | B Gl e Joty —£

a5 ¢ bl slaie ¥l Ol ol ade (il oty s lime b =0
OlslazeVl ol ) Olu,ladly asl il Lol culiall slaza¥ olbs
PPV, PR SUNVUVTR I R IS F TN b 00 [ 1p RECSWT
(ICC 1350 &yttt



YEY YN e Dy YE S () Y0 sl = e )l 5 4

2. This Stand-by Letter of Credit 1s valid until .............. All demand
under this Stand-by Letter of Credit shall be presented on that date at
the latest.

3. Multiples / Partial Drawings allowed.
4. All bank charges are for the account of the Applicant.
5. Except as otherwise expressly provided herein, this Stand-by Letter of

Credit 1s subject to uniform customs and practices for documentary
credits 2007 revision (ICC publication no. 600).
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ANNEX "F"
GAS AND CONDENSATE FIELDS
IN THE PROJECT CONCESSIONS AREA
CALCULATED RESERVES AT THE EFFECTIVE DATE

Potential Potential Recoverable| Sales Gas

Discovery | Recoverable Gas Cond. 20142036 | Reservoir

Date
Tsef MM bbl Tscf Type

Jan-2007 1.4 2 1.4 Pliocene

May-2001 0.4 1 0.4 Pliocene

May-2004 1.8 49 1.7 Miocene

Jul-2001 0.6 1 0.5 Pliocene

Sep-2000 1.3 2 1.2 Pliocene

5.4 55 52




