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Amendment Agreement
1
The Concession Agreement
For Petroleum Exploration and Exploiiation
In Meletha Area, Westers Desert
fssued by Virtue of Law Ne. 5 of 1978
As Amended byVirtue of Law No. 4 of 2084
Between
Arab Repubiic of Egypt
And
Egyptian General Pelroleuom Corporation
And
FEQUL Production B.V.
| And
LUKQIL Overseas Egypt Lamited
And
International Finance Corporation
This Amendment Agreement is made on this —- day Of «wwmmeww 2006 by
and hetween the ARAB REPUBLIC OF EGYFPT (hereinafter referred to
as the "GOVERNMENT™ or "ARE":, the EGYPTIAN GENERAL
PETROLEUM CORPORATION, 2 legal entity created by Law No, 167
of I95E as amended (hercinafler referred to as "EGPCY), and IEQC
Production B.V., a limited lLability company organized and existing
under the laws of the Netherlands (heveinafter referred 1o as "IEQC™,
and LUKOIL Overseas Egypt Limited, a limited liability company
organized and existing under the faws of Cyprus {hereinafter referred o
as "LUKOIL"Y and Infemational Finance Corporation, an intemational

organization costablished by aticles of agreement among Hs. member
countries (hereinaiter referred 1o as "IFCT).

IEQC, LUKOIL and IFC shall be hereinafter referved to collectively ay
"CONTRACTOR" and individually as "CONTRACTOR MEMBER"
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WITNESSETH

WHEREAS, the GOVERNMENT of the Arab Republic of Egypt, The
Egyptian General Petroleum Corporation and AGYPETCO OIL & GAS
EXPLORATION GMBH, and AGYPETCO OIL & GAS
EXPLORATION A.G., entered into a Concession Agreement for
Petroleum Exploration and Exploitation in Meleiha Area in the Westem
Desert which was issued by virtue of Law No. 5 of 1978 as amended by
virtue of Law No. 4 of 2004 {(heretnafter referred to as the "Concession
Agreement”); and _

WHEREAS, as a result of several assignments, the CONTRAUTOR
the Concession Agreement 18 IEGC, LUKQIL and IFC; and

WHEREAS, CONTRACTOR desires to expend additional investments
to carry oul additiona! Exploration and Development operations under
the Concession Agreement (¢ sustamn current production levels, reduce
the natural decline in Crude Oil production and increase production
potential in the arca covered by the Concession Agreement; and extend
the Developmeni period of West Meleiha, the Northeast Meleiha and
Meleiha Complex Development Leases under the Concession
Agreement,

NOW, THEREFORE, the parties agree as follows:

Article 1

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

Article I
Add a new paragraph (h) at theend of Anticle i of Law No. 3 of 1578 o
read as follows:

“As of the Effective Date of this Amendment Agreement, the
Development perniod of each of the Development Leases of the West
Meleiha , Northeast Meleitha and the Meletha Complex under the
Concession Agreement shall be extended until 22 August 2024."
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Article III

Add a new paragraph (g) at the end of Article VI of Law No. 5 of 1978
as amended to read as follows:

During the period between the Effective Date of this Amendment and 22
August 2024, CONTRACTOR through the Operating Company shall
spend @ mimimum of forty four million U.S. Dollars ($44,000,000) on
Exploration and Development coperations, including ten million U.S.
Doliars (310,000.000) on Exploration drilling and operations and thirty
four million U.S. Dollars (334,000,000} on Development operations.

CONTRACTOR shall submit a Guarantee to BEGPU 1n the form specihied
in Annex (-2 covering the minimum Exploration and Development
Expenditures obligation stated in this Article one day before the signature
by the Minister of Petroleum of this Amendment Agreement. Such
Guarantee shall be for guaranieeing the payment and/or transfer of a
guantity of Crude Oil sufficient in value to cover the deficiency between
the sum of forty four million U.S. Dollars (344,000,000} and the amourt
of money actually spent by Operating Company on behalf of
CONTRACTOR ("Shortfall”).

Subject to the auditing provisions of the Concession Agreement, if, at 30
June 2020, CONTRACTOR through Operating Company has expended
less than forty four miliion U.S. Dollars {$44,000,000) on Exploration
and Development operations, CONTRACTOR shall submit to EGPC a
bank Guarantee of the shorifall issued by a first class bank m the form
specified in Annex {C - 3}

The production Guarantee shall remain effective until CONTRACTOR
submits to EGPC the bank Guarantee of the shorifall . The bank
Guarantee shall expire six {6} months after 22 August 2024 or on the date

CONTRACTOR tulfills its obligations hereunder .
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All expenditures pursuant to this Amendment Agreement, including the
shortfall compensation to EGPC, either in cash or in kind, shall be cost
recovered under the terms of the Concession Agreement as amended

hereby.
Article 1V
Article VH{2¥ 1) of the Law No. 5 of 1978 as amended shall be deleted

in its entirety and shall be replaced by the following:-
{a) {1} Cost Recovery Crude Uil

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover ail costs and expenses in respect of
all the exploration, development and related operations under this
Agrecment to the extent and out of forty percent (40%) per annum
of all Crude Oil produced and saved from all development leases
hereunder and not used in Petroleum operations, Such Crude Ol

ts hereinafter referred to as "Cost Recovery Crude O,

Such costs and expenses shall be recovered from Cost Recovery

Crude Qil in the following manner:

{1} Al operating expenses incurred and paid after initial Commercial
Production, which for the purposes of this Agreement shall
mean the date on which the first regular shipment is made shali
be recoverable in the later of the Tax Year in which such
expenses are icurred and paid or the Tax Year in which initial

Commercial Production occurs.
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{i1} Exploration Expenditures, including those accumulated prior to the
commencement of initial Commercial Production, shall be recoverable
at the rate of twenty percent (20 %) per annum based on amortization
at that rate starting in the later of the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which initial

Commercial Production commeances,
(ii1) Development Expenditures shall be recovered as follows:

1. Development Expenditures, including those accumulated prior o
the commencement of initial Commercial Production and up to the
Effective Date of the Amendment Agreement i1ssued by Law No. 4
of 2004, shall be recoverable at the rate of ten percent {10%) per
annum based on amortization at that rare starting in the later of the
Tax Year in which such expenditures are incurred and paid or the

Tax Year in which iniigl Commergial Production commences.

2. Development Expenditures incurred starting from the Effective
Pate of the Amendment Agreement issued by Law No. 4 of 2004
and up to the Effective Date of this Amendment Agreement, shall
be recovered, starting in the Tax Year in which such expenditures
are incurred and paid, over the number of complete calendar
guarters during the period from the Effective Date of Law No. 4 of
2004 till the end of the third quarter (July/September} of the year

2018, with a minimum four {4} years.
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. Devclopment Expenditures imcurred starting from the Effective
Date of this Amendment Agreement shall be recovered at the rate
of twenty percent {(20%) per annum starting in the Tax Year in

whtch such expenditures are incurred and paid.

(1iv) Ta the extent that, in a Tax Year, costs, expenses or expenditures

(v)

]

F~a

recoverahle per paragraphs (i}, (it} and {11} preceding exceed the
value of all Cost Recovery Crude Qil for such Tax Year, the excess
shall be camried forward for recovery in the nexi succeeding Tax
Year or Years until fully recovered; but in no case after the
termination of the Concession Agreement and this Amendment

Agrﬂemen'tj as to CONTRACTOR.

For the purpose of determining the classification of all costs,
gxXpenses and expenditures for therr recovery, the followmg lerms

shall apply:

. "Expioration Expenditures” shall mean ail costs and expenses for

Exploration and the related portion of indirect expenses and

overheads.

. "Development Expendifures” shall mean all costs and expenses for

Development (with the exception of operating expenses) and the

retated portion of indireCt expenses and overheads.

. "Qperating Expenses” shall mean all costs, expenses and

expenditures made after initial Commerciai Production, which

costs, expenses and expenditures are not normally depreciable.
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However operating expenses shall include workover, repair and
rmaintenance of assets but shall not include any of the following:
sidetracking, redrilling and changing of status of a well, replacement
of assets or part of an asset, additions, improvements, renewals or

major overhauling that extend the life of the asset.

(vi) It is understood and agreed upon that the recovery of costs and
expenses as based upon the rates referred to above shall be allocated
to each quarter proportionately, {(one fourth to each quarter).
However, any allowable costs and expenses not recovered in one
quarter, as thus allocated, shall be carried forward for recovery in the

succeeding quarter.

Article V

CONTRACTOR shall pay to EGPC the sum of five million U.S. Dollars
($5,000,000) as a non-recoverable signature bonus on the Effective Date

of this Amendment Agreement.
Article VI

Excé:pt as specifically amended hereby, the Concession Agreement shall
continue in full force and effect in accordance with its terms. However
in case of any conflict between the provisions of the Concession
Agreement and the provisions of this Amendment Agreement, the latter
shall prevail, and any provisions prior to, and out of, this Amendment

Agreement or the Concession Agreement shall not be enforced.
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Article Vil

The Effective Date of this Amendmeni Agreement shall be the date it is
signed by the parties after a law is issued by the competent authorities of
the A.R.E., authorizing the Minister of Petroleum to sign it on behalf of
the GOVERNMENT of the AR.E. and giving this Amendment

Agreement full force and effect of law notwithstanding any countervailing

governmental enactment.

[EOC Production B.V.

BY 1 s e
LUKOIL Overseas Egypt Limited
By:..

International Finance Corporation
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ANNEX "C-2"
GUARANTEE
EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen,

Reference iz made 10 the Amendment Agreement of the Concession
Agreement for Petroleum Exploration and Exploitation in Meleiha Area
in Western Desert issued by law No.--- of 2006 by and between the Arab
Republic of Egypt {(ARE), The Egyptian General Petroleum
Corporation {EGPC) , IEOC PRODUCTION B.V. (1IEQC) and LUKOIHL
OVERSEAS EGYPT LIMITED (LUKOIL) and INTERNATIONAL
FINANCE CORPORATION (FC), (EOC, LUKOIL and WC
hereinafter referred W0 collectively as "CONTRACTOR® and
individually as " CONTRACTOR MEMBER"L

IEOC PRODUCTION BV, which is the pariner with EGPC in the
Concession Agreement for FPetroleum Exploration and Exploitation in
Meleiha Arca mn Western Desert as Guarantor on behalf of
CONTRACTOR, hereby undertakes that, if CONTRACTOR spends
from the Effective Date of this Amendment Agreement and up 1o 30 June

2020 less than the minimum amoun! specified under this Amendment
Agreement of forty four million US. Doilars ($44,000.000) (the
differgnce being hereunder described as "Shortfall™),EGPC shall notfy
[BEOC PRODUCTION B.V. as Guarantor in writing of the amount of the
Shortfall | Within fifteen (15) days of receipt of said notice, IEOC
PRODUCTION B.V. on behalf of CONTRACTOR shall submit to
EGPC a bank Guarantee of the Shortfall in the form specified in Annex
(C-3).

This Guarantee shall remain effective until CONTRACTOR submit io
EGPC a bank Guarantee of the shortfall,
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In case this Guaramee will be applied, said Crude Oil shall be transferred
and will be deducted {rom IEOC PRODUCTION B.V., LUKOIL
OVERSEAS EGYPT LIMITED and INTERNATIONAL FINANCE
CORPORATION share of Crude Oil production from the Development
Leases, pursuant 1o the terms of the Concession Agreement for
Petroleum Exploration and Exploitation issued by Law No. 3 of 1978 and
satd Crode Oif shall be valued at the time of the transfer to EGPC i
accordance with the provisions of Article VH { ¢ ) of the Concession
Agreement issued by Law No. 3 of 1978

IBEQC PRODUCTION B.V. may at any time between the date hereof and
the date on which this Guarantee shall expire submit a bank guarantee of
the Shortfall in & form sali&fa{:mry to EGPC, in whach event the
provisions of this Guarantee shall automaticaily lapse and be of no effect.
This Guarantee shall expire and become null and void on the date
CONTRACTOR submits a bank Guarantee to EGPC or the date
CONTRACTOR fulfills its obligations under this Amendment

Agreement ,

Yours Faithfully,
TEOC PRODUCTION BV,
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ANNEX "{.3"
Letter of Guaranty
Letter of Guaranty No. ....... {Cairo ............. 200...)
EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gentlemen,

The undersigned, ......cvonmnnnn, as Guarantor, hereby guarantees to the
EGYPTIAN GENERAL PETROLUEM CORPORATION ( hereinafter
referred to as ® EGPC ") to the Hmit of .o ocieneriannns mitlion U.S.
DOUATS (F w.ecrvveererereren ), the performance by IEOC PRODUCTION B.V,
(TEOC) and LUKOIL, OVERSEAS EGYPT LIMITED (LUKOIL) and
INTERNATIONAL FINANCE CORPORATION {IFC) (hereinatier
referred to as "CONTRACTOR™) of thew obligatons required for
operations under Asticle III of this Amendment Agreement (hereinafter
referred to as the Amendment Agreement} issued by iaﬁ NOL coircnrnsns
of ......... by and between the Arab Republic of Egypt (hercinafter referred
¢ a8 "AR.E™), EGPC and CONTRACTOR, dated ...

It is understood that this Guaranmty and the lability of the Guarantor
hereunder shall be reduced quarterly during the period of expenditure of
SAHY Liirrrraereasararanas mithon U.S, Dollars {($ conriveens ), starting from
the date of this Guarantee and up 1o the date upon completion of six (6)
months after 22 August 2024 by the amounts of money eéxpended by
CONTRACTOR for operations during each such quarter. Fach such
reduction shall be established by the joint written  statement of
CONTRACTOR and EGPC.,
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In the event of a ciaim by EGPC of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
minimum expenditure obligations under Article Iil of this Amendment
Agreement, there shall be no liability on the undersigned Guarantor for
payment to EGPC unless and until such liability has been established by
written statement of EGPC setting forth the amount due under this

Amendment Agreement.
"1t is a further condition of this Letter of Guaranty that:
(1) This Letter of Guaranty shall automatically expire:
(a) Six (6) months after the date of 22 August 2024, or

(b) At such time as the total of the amounts shown on quarterly jont
statements of EGPC and CONTRACTOR equals or exceeds the
amount of said minimum expenditure obligation, whichever i1s

earlier.

(2) Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied by EGPC's written statement, setting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has failed to perform its expenditure obligations

referred to in this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGPC.

Please return to us this Letter of Guaranty in the event it does not become

effective, or upon the expiry date.
Y ours Faithfully,
ACCOUNEANL & ot receerrasrrserrremreeaanens

MANAEET & cooeiviiiiriiirercnee e asernnsas
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