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AMENDING AGREEMENT

OF

THE CONCESSION AGREEMENT |

SIGNED BY VIRTUE
OF LAW NO. 15 OF 1976 As Amended
BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND

BP EGYPT COMPANY

This Amending Agreement is made this  day of, 2004, 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 amendéd (hereinafter reterred to as "EGPC") and BP EGYPT
COMPANY, a company organized and existing under the laws of the
State of Delaware, United States of America, (hereinafter referred to as

"BP" or as "CONTRACTOR") .
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WITNESSETH

WHEREAS, the Arab Republic of Egypt, the Egyptian General
Petroleum Corporation and Amoco Egypt Oil Company (now BP Egypt
Company) have entered into a Concession Agreement for Petroleum
Exploration and Production issued by Law No. 15 of 1976 as amended
by Law No. 105 of 1983 , Law No. 94 of 1987 , Law No. 116 of 1987,
.aw No. 23 of 1989 and Law No. 9 of 1999 (hereinafter referred to as
the "Concession Agreement”); and

WHEREAS, reducing the effect of natural decline in production
from existing fields , improving the efficiency of operations and the long
term integrity and extending the economic life of existing production
facilities and infrastructure is posstble through technology enhanced
reservolrs management practices ; and

WHEREAS, CONTRACTOR desires to carry out additional
Exploration and Development operations and expend additional
investments to carry out such additional operations and extend the period
of the Concession Agreement and existing development leases as shown
in Annex "A-2" and amend the Concession Agreement in order to allow
for the recovery of the costs of such operations .

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

Except as otherwise specified hereunder, the words and expressions
defined in the Concession Agreement shall have the same meaning 1n
this Amending Agreement.

ARTICLE 11

Add a new paragraph at the end of Article I of the law No. 9 of 1999
to be read as follows :-

CONTRACTOR shall carry out operations through the Operating
Company under the terms of the Concession Agreement as amended
hereby with the objectives of improving the long term integrity and
extending the economic life of the Concession Agreement existing
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facilities and infrastructure and reducing the effect of the natural decline
in production levels within the Concession Agreement Area, whereby,
CONTRACTOR shall spend a minimum of six hundred million U.S.
Dollars ($600,000,000) during seven (7) years commencing from the
Effective Date of this Amending Agreement, three hundred million
U.S. Dollars ($300,000,000) out of such sum shall be spent on
Development Expenditures , Exploration Expenditures and Integrity
Capital Expenditures, the other three hundred million U.S. Dollars
($300,000,000) shall be spent on Operating Expenses {which sha}l not
include payroll) including - but not limited to - well work activities.

If , at the end of the seven (7) year period, CONTRACTOR has
expended less than six hundred million U.S. Dollars ($600, 000, 000),
the shortfall shall be paid by CONTRACTOR to EGPC 1in cash. All
expenditures pursuant to this Amending Agreement shall be cost
recoverable under the terms of the Concession Agreement and this
Amending Agreement., Any cash payments to EGPC shall be cost

recoverable as Exploration or Development Expenditures.

CONTRACTOR shall submit the Guaranty to EGPC in the form
specified in Annex (A-1) of this Amending Agreement covering the
sum of six hundred million U.S. Dollars ($600, 000, 000) stated in this
Article above one day betore the signature by the Minister of Petroleum
ob this Amending Agreement .Such Guaranty shall be for guaranteeing
the payment and/or transferring a quantity of Crude Oil sufficient 1n
value to cover the deficiency between the sum of six hundred million
(3600, 000, 000) U.S. Dollars and the amount actually spent by the
Operating Company on behalf ot CONTRACTOR and approved by
EGPC (shortfall) . The Guaranty shall remain effective for six (6) months
after the end of the seven (7) year period stated above.
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ARTICLE HI

Add a new paragraph at the end of Article IV (d) "Grant of Rights and
Term" of the law No. 15 of 1976 to be read as follows:

Notwithstanding anything to the contrary in the Concession Agreement,
the term of the Concession Agreement and all of the existing
development leases as shown in Annex "A-2" shall be extended to
December 31, 2024, with an additional successive extenston of five (5)
years to be granted to CONTRACTOR at its option, upon not less than
six (6) months written notice sent by CONTRACTOR to EGPC prior to
December 31,2024 and subject to the approval of the Ministcr of

Petroleum.

ARTICLE IV

The second paragraph of Article V(a) of the Law No. 15 of 1976 shall be
deleted in its entjrety and shall be replaced by the following:-

. Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited liability companies;

- Law No. 97 of 1983 promulgating the law conceming public sector
companies;

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

- Law No. 88 of 2003 with respect to organizing dealings of foreign

currency exchange.

The second paragraph of Article XXIV (b) of the Law No. 15 of 1976
shall be deleted in its entirety and replaced by the following:-

CONTRACTOR shall be exempted from the application of the laws No.
159 of 1981,97 of 1983, 203 of 1991 and 88 of 2003.
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ARTICLE V
Article II of the law No. 9 of 1999 shall be deleted in its entirety and

shall be replaced by the following:

"Subject to the auditing provisions under the Concession Agreement and
this Amending Agreement. CONTRACTOR shall recover all costs and
expenses as descrnibed below in respect of all Exploraton, Development
and rclated operations under the Concession Agreement and this
Amending Agreement by taking forty (40%) percent of the total amount
of Crude (1l produced and saved from each development lease hereunder

and not used in Petroleum operauons.”

Artticle VIT a.1 (1) and (in) of the law No. 15 of 1976 shall be deleted in

1ts entirety and shall be replaced by the following:

(11)Exploration Expenditures shall be recoverable at the rate of twenty
(209%) percent per annum based on amortization at that rate starting in the

Tax Year in which such expenditures are incurred and paid.

(1n)Development Expenditures shall be recoverable at the rate of twenty
(20%) percent per annum based on amortization at that rate starting in the

Tax Year in which such expenditures are incurred and paid."

Add a new item at the end of Article VII a. 1 (v) of the law No. 15 of
19776, to be read as follows:

(vi)Facilities and infrastructure integrity capital expenditures ("Integrity
Capital Expenditures”) and facilities and infrastructure integrity
operating expenses {("Integrity Operating Expenses”) shall be recovered
at the rate of twenty-five (25%) percent per annum based on amortization
at that rate starting in the Tax Year in which such expenditures are

incurred and paid.
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(provided that EGPC's share of Sunk Costs and Warehouse Stock Value
shall, subject to all the other provisions of this Article, be repaid to

EGPC in cash in the manner provided in Annex "E")

The second paragraph after Articie VII a.1 (v) of the law No. 15 of 1976

shall be deleted in its entirety and replaced by the following:

To the extent that in a calendar quarter, costs, expenses or expenditures
recoverable per Paragraphs (1), (i1), (i), (iv), (v) and (v1) preceding
exceed the value of all "Cost Recovery Crude O1l " for such quarter, the
value of the Cost Recovery Crude Qil shall be allocated in accordance .

with the following order of priority:
a) Opcrating Expenses.

b) Carry-forwards, if any, as prorated in the period from which such

carry-forward arises.

¢c) Warchouse Stock Value, split pro rata between CONTRACTOR
and EGPC.

d) Integrity Operating Expenditures.

e) Integrity Capital Expenditures.

f) Exploration costs, whether or not incurred before, on, or after July

Ist, 1975, split pro rata between CONTRACTOR and EGPC.

g} Development costs, whether or not incurred before, on, or after
July 15t, 1975, split pro rata between CONTRACTOR and EGPC,
and the excess shall be carned forward for recovery 1in the next
succeeding quarter or quarters until fully recovered but not after

the termination of the Concession Agreement.
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Article VII a.1 (vi) of the law No. 15 of 1976 shall be deleted in its
entirety and replaced by the following:

(vi1) For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery the following terms shall
apply:

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

exploration.

)

. "Development Expenditures” shall mean all costs and expenses
for Development with exception of Operating Expenses and

Integnity Capital Expenditures

3. "Operating Expenses” shall mean all other costs, expenses and
expenditures made after commercial production, which costs,

expenses and expenditures are not normally depreciable.

Operating Expenses shall include work over, repair and maintenance of

assels.

Operating Expenses shall also include all costs, expenses and
expenditures for staffing and maintaining CONTRACTOR's principal
office in Egypt which are allocated to operations under the Concession
Agreement and shall be treated in accordance with Article II (13) of the
Accounting Procedure Annex (E) of the law No. 15 of 1976 and Item No.
5 of the Law No. 105 of 1983 for amending the Accounting Procedure
Annex (E).

For cost recovery purposes only, Operating Expenses shall not include
Integrity Operating Expenses.
Operating Expenses shall not include any of the following: sidetracking,

redrilling, changing of the status of a well, replacement of assets or part

of an asset, additions, improvements and renewals.
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However, major turbine overhauls shall be treated as follows:

Tangible items that get replaced and installed and 10% of their value (as
installation expenses) shall be recoverable as Development Expenditures,
while the intangible costs (less than the value of the above mentioned
10%) shall be recoverable as Operating Expenses.

"Surveillance” shall mean acquisition and analysis of subsurface and
surface performance and condition data required to manage reservoirs,
wells, pipelines and facilities.

If  Surveillance 1s  carried out and based on that a
Development/Exploration decision 1s made then the cost of the
surveillance shall be treated as Development/Exploration Expenditures ,
as the case may be.

If Surveillance is carrted out and based on that an Operating decision is
made then the cost of the surveillance shall be treated as Operating
Expenses.

It 1s understood that the Warehouse Stock Value, as issued to operations.
shali not be included in the costs and expenditures defined above.
Warehouse stock items purchased after the Effective Date of the law No.
15 of 1976 shall not be considered recoverable under items 1, 2, 3, 6 and
7 herein until such warehouse stock items are issued to the operations.

As of the Effective Date of this Amending Agreement, Warechouse Stock
shall be treated as follows:

a) The current Warehouse Stock balance at the Effective Date of
this Amending Agreement shall be charged to the applicable cost
recovery category only when issued to operations.

b) The Warehouse Stock which shall be purchased after the Effective
Date of this Amending Agreement shall be charged to the
applicable cost recovery category when issued to operations.

c) EGPC will receive in cash the value of the materials which is
charged to the operations and owned by EGPC before the
Effective Date of this Amending Agreement, when it is issued to
operations after the Effective Date of this Amending Agreement.
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Warehouse stock items invoiced prior to the Effcctive Date of the law
No. 15 of 1976 and classified, as financial obligations shall be included
in the Warehouse Stock Value.

4. "Sunk Costs" as defined in Article II {(22) of the law No. 15 of
1976.

5. "Warehouse Stock Value” as defined in Article 1f (23) of the law
No. 15 of 1976.

6. "Integrity Capital Expenditures” shall mean all costs and expenses
for Development activities required to enhance the long term
integrity of the facilities and infrastructure in the Concession
Agreement in accordance with good nternational oilfield
practices, which costs and expenses are normally depreciable.

7. "Integnty Operating Expenses” shall mean all costs and expenses
associated with Integnty Capital Expenditures, which costs and
expenses are not normally depreciable.

ARTICLE VI

Article IV of the law No. 9 of 1999 shall be deleted in 1its entirety and
shall be replaced by the following :

CONTRACTOR shall separately take and dispose of the following
amounts calculated from the total amount of Crude Ol produced and
saved from each development lease hereunder and not used in Petroleum
operations, according to the following table:

CONTRACTOR's Share for the

Price of Brent (US$/Barrel) morith

L

.ess than or equal to 18 20%

CGreater than 18 but less than 23 20% less{{Brent - 18)x0.8%}

Greater than or equal to 28 12%
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Where Brent is the monthly average price expressed in U.S. Dollars per
barrel for BRENT (DTD) quoted in "Platt's Gilgram Price Report” for

"Spot Crude Price Assessment - International” for the month in question.

In the event that the value of Brent cannot be determined because "Platt’s
Oileram Price Report” is not published at all during a month, EGPC and
CONTRACTOR shall meet and agree the value of Brent by reference to
other published sources. In the event that there are no such published
sources or if the value of Brent cannot be determined pursuant to the
foregoing for any other reason, EGPC and CONTRACTOR shall meet

and agree a value of Brent.

EGPC shall separately take and dispose of the Crude O1l remaining after
CONTRACTOR has taken its share pursuant to the terms of the

Concession Agreement, as amended hereby.

The Crude Oil referred to in the Concession Agreement and this
Amending Agreement shall whenever applicable , include a Crude Oil
equivalent value of Residue Gas and LPG in accordance with the
provisions of Article XXVII of the law No.15 of 1976.
ARTICLE vI1

Add at the end of Article XXVII of the law No. 15 of 1976 the
following:-

Notwithstanding anything to the contrary in the Concession Agreement
and pursuant to Article VII of the Law No. 15 of 1976, the Cost
Recovery and production sharing of Gas subject to the Sales Agreement
shall be valued, delivered to and purchased by EGPC at a pnice

determined monthly according to the following formula below:
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PG=F xH
Where:

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

H = the number of British Thermal Units (BTU's) per thousand cubic
feet (MCF) of Gas.

F = a value in U.S. Dollars per million British Thermal Units

{mmbtu) determined monthly according to the following tabie:

Price of Brent (1J.8.% /barrel) F(U.5.% / mmbtu)

Less than or equal to 10 1.5
Greater than 10 but less than 14 (0.1625 xBrent) less 0.125
Equal to or greater than 14 but less than 17 2.15
Equal to or greater than 17 but less than 20 ((0.1667 xBrent) less 0.6833
Equal to or greater than 20 2.65

Where Brent 1s the monthly average price expressed in U.S. Dollars per
barrel for BRENT (DTD) quoted in "Platt's Oilgram Price Report” for

"Spot Crude Price Assessment - International” for the month in question.

In the event that the value of Brent cannot be determined because "Platt's
Oilgram Price Report” is not published at all during a month, EGPC and
CONTRACTOR shall meet and agree the value of Brent by reference to
other published sources. In the event that there arc no such published
sources or if the value of Brent cannot be detenmined pursuant to the
foregoing for any other reason, EGPC and CONTRACTOR shall meet

and agree a value of Brent.
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ARTICLE VIl

Add a new paragraph at the end of Aricle VIII "Mandatory and
Voluntary Relinguishments” of the Law No. 15 of 1976 to be read as
follows :-

"Within six (6} months prior to the end of five (8) years starting from the
Effective Date of this Amending Agreement, CONTRACTOR and
EGPC shall meet to review the Petroleum potential of the area(s) within
the Concession Agreement that are not contributing to production. Unless
CONTRACTOR determine future work programs for those area(s) that
can be mutually agreed with EGPC, EGPC and CONTRACTOR shall
use best endeavors to agree for relinquishment on area(s) that do not have

future work programs”.
ARTICLE 1IX
Article 1l (15) of Annex "E" "Costs ,Expenses and Expenditures”  of the

law No. 15 of 1976 shall be deleted in 1ts entirety and shall be replaced
by the following:-

15. Training Expenses:

All costs and expenses of GUPCO training , under Article XVII of the
law No. 15 of 1976, shall be in accordance with a minimum training
budget of two million U.S. Dollars ($2,000,000) per annum , such
amount shall be reviewed by EGPC and CONTRACTOR every four (4)
vears. CONTRACTOR shall not recover twenty five percent (25%) of

such training budget. Costs and expenses of CONTRACTOR for training
of national employees,

ARTICLE X

Add the following at the end of the first paragraph of Article V (3)
"Major Accounts” of Annex "E" of the Law No. 15 of 1976 :-

Integrity Capital Expenditures.
Integrity Operating Expenses.
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ARTICLE X1
CONTRACTOR shall have the priority to use the excess capacity in the

facilities during the term of the Concession Agreement or any renewal
thereof. However, 1f and for as long during the period of production
operations there exists an excess capacity m the facilities which can not
be used by the Operating Company , EGPC shall use the excess capacity
if it so desires without any damage to the aperations of CONTRACTOR
or the Operating Company .The use of this excess capacity shall he
sublect 10 an agrecmenti between EGPU and CONTRACTOR. It is
understood that EGPC shall finance and inowr any expenditures,
expenses, habilities and/or damages pertaining 0 EGPC’s use of this
excess capaciy . BGPC shall cease to use this excess capacity upon
CONTRACTOR's notification to EGPC of CONTRACTOR's desire to
re-use this excess capacity for any additional production from the Area or
any adjacent area granted o CONTRACTOR.

ARTICLE X}

CONTRACTOR shali pay to EGPC a non-recoverable signature bonus
of ten mullion U.S. Dollars {$10.000,000) on the Effective Date of this

Amending Agreement.
ARTICLE Xill

Except as specifically amended hereby, the Concession Agreement shall
continue in full force and effect in accordance with its termis. However,
m case of any conflict between the provisions of the Concession
Agreement and the provisions of this Amending Agreement, the latter

shall preva,
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ARTICLE XV

The Effective Date of this Amending Agreement shall be the date it 1s
signed by the parties after a law is issued by the competent authonities of
the A.R.E. authorizing the Minister of Petroleum to sign it on behalf of
the GOVERNMENT of the A.R.E. and giving the terms and conditions
of the Concession Agreement and this Amending Agreement full force

and effect of law notwithstanding any countervailing governmental
enactment.

BP EGYPT COMPANY

By:

EGYPTIAN GENERAL PETROLEUM CORPORATION

By:

ARAB REPUBLIC OF EGYPT

By:

DATE:
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Annex ""A-1"
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION

(entlemen,

Reference ts made to the Amending Agreemnent of the Concession
Agreement issued by law No.------ of ———-- 2004 for Petroleum
Exploration and production issued by law No.15 of 1976 as amended by
and between the Arab Republic of Egypt (A.R.E.)}) , The Egyptian
General Petroleum Corporation (EGPC) and BP Egypt Company
(hereinafter referred to as BP or as CONTRACTOR) .

BP EGYPT Company which is the partner with EGPC in the
concession agreement issued by law No.15 of 1976 as amended , as
Guarantor on behalt of CONTRACTOR hereby undertakes that, if
CONTRACTOR spends dunng the period of seven (7) year period
commencing from the Effective Date of this Amending Agrcement less
than the mimimum amount specified for such period of six hundred
million U.S. Dollars ($600.,000,000) (the difference being hereunder
described as "Shortfall"), EGPC shall notufy BP EGYPT Company as
CONTRACTOR and as QGuarantor in writing of the amount of the
Shortfall. Within fifteen (15) days of receipt of said notice, BP EGYP1
Company on behalf of CONTRACTOR shall pay and / or transfer to
EGPC a quantity of Crude Oil sufficient in value to cover the Shortfall.

In case said Crude Qil shall be transferred , it will be deducted from
BP EGYPT Company's share of Crude Oil production from the
development leases, pursuant to the terms of the Concession Agreement
for Petroleum Exploration and Production by and between the Arab
Republic of Egypt , EGPC and Amoco Egypt Oil Company {now BP
Egypt Company) effective the first day of July 1975 and issued by law
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No. 15 of 1976 as amended and said Crude Qil shall be valued at the time
of the transfer to EGPC in accordance with the provisions of Article VIi

(c) of the Concession Agreement issued by virtue of law No. 15 of 1976
as amended.

BP Egypt Company may at any time between the date hereof and the
date on which this guaranty shali expire submit a bank guaranty of six
hundred million U.S. Dollars ($600,000,000) or the Shortfall in a form
satisfactory to EGPC , in which event the provisions of this guaranty

shall automatically lapse and be of no effect .

This guaranty shall expire and become null and void on the date six
(6) months after the end of the period of seven (7) years from the
Effective Date of this Amending Agreement or on the date EGPC
confirms that CONTRACTOR fulfills its obligations hereunder.

Y ours Faithfully,

BP Egypt Company

DATE
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Annex "A.2"

The Development Leases of the Concession Agreement signed by

virtue of Law No. 15 of 1976 as amended (MCA) :-

Z
<

Field

Development Lease

Area in(Km?)

Lt B e T S o R T L. o B

[ T o T R e e A e T e T e T
— O NS O~ ON A B W R — O

El Morgan
Sidki

July
Ramadan
October
October
October

S. October
S. October
Sidki
Younis
Badri

Wah

GS 277

GS 327
Nessim

GS 345,346
Abu Gharadig
Razak
South Razak
Abu Gharadig

314,324 325,335
373,381,382
301,302,310,311
303

160,161

185
172,173,184
195

196 2A

365

336

315

356

277

327

347,338
345,346
WD 33

WD 349350
WD 351
WD 9,30

100
63.4
73.48
25
50
17

25

25
25
25
25
25
50
50
400

100
800

Total Area (approxi-

mately)

2209.28
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