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AMENDMENT TO ARTICLES 4 AND 27
OF THE
- CONCESSION AGREEMENT FOR PETROLEUM
FOR THE SITRA CONCESSION

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
THE EGYFPTIAN GENERAL PETROLEUM CORPORATION

AND
SHELL WINNING N.V.
AND

SHELL SITRA ERDOLAUFSUCHUNGS UND
GEWINNUNGSGESELLSCHAFT m.b.H

SITRA CONCESSION AGREEMENT
AMENDMENT TO ARTICLES 4 & 27
GAS

This amendment, made and entered into on 25/ 3 [ 1984
by and between

the Arab Republic of Egypt (hereinafter reterred to variously
as “A.R.E. or as the Government”),

THE EGYPTIAN GENERAL PETROLEUM CORPO-
RATION, a legal entity created by Law No. 167 of 1958 as
zmended (hereinafter referred to as “EGPG”) and

SHELL WINNING N.V,, a company organized and existing
ander the laws of the Netherlands, and SHELL SITRA

ERDOLAUFSUCHUNGS UND GEWINNUNGSGESEL-
LSCHAFT M.B.H,
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a company mcorporated n Austrm ( hereinafter referred to
collectively as “SHELL” or as CONTRACTOR?.

WITNESSETH

WHEREAS pursuant to Law No. 66 of 1953, as amended a Con-
cession Agreement for Petroleum Exploration and Production in
the sitra Concession dated 27th, December 1979 (hereinafter
referred to as the (“Concession Agreement’’) was entered into by
and between the Government, EGPC and SHELL which sajd

Concession Agreement was signed-jn vertue of Law Neo. 62 of
1979.

WHEREAS the Parties to the Concession Agreement are desirous
of amending certain provisions therein to provide a legal frame-
work for exploration, production, treatment, sale and export of
liqguid natural gas, and for compensation for National Gas
Reserves found in the A.R.E. and surrendered to EGPC.

WHEREAS the Parties are desirous of the following :—

a) Article XXVII of Law No. 62 of 1979 shall be replaced
by this amendment,

b} 'This amendment after being approved by the Egyptlan
Legislative Power, and after the final signature, will be
part of the Law. No. 62 of 1979.

¢) The Provisions of this amendment shall supercede the
provisions of Articles IV and XXVII of the Concession
Agreement to the extent that the provisions of said
Articles are in conflict with this Amendment.

Now therefore, the parties hereto agree as follows :

27.1 DEFINITIONS
In this amendment :

Area — Shall mean the areas originally defined in the
Concession Agreement, subject to subsequent relinquish-
- Iments.

AR.E. CONTRACTOR — Shall mean EGPC when

assumed contractors rights and obligations under article
27 G.2 (11).
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Assessmet Period—Shall mean one (1} year period in
which to assess anyv Gas Reserves discovered in the Area.

Commercial Gas Discovery-Shall mean the Gas Rese-
~rves discovered and assessed by Contractor and poten-
“ually available for export after satisfying the National

Gas Reserves contribution share, at the time when all

the Essential Requirements necessary to proceed with a

Gas Export Project have been met and contractor so not-

ithes EGPC.

Concession Agreement- Shall mean the original
SITRA concession agreement signed on December 27th
1979 and not amended by this amendment.

CONT RACTOR— Shall mean the holders of one hundred

percent (1009 )of participating interest in the Concession
Agreement as amended. -

Downstream Facilities — Shall mean the facilities
rom the Gas Delivery point(s) up to and including the
Gas Export point(s), including, but not limited to, plpe-
hnes, transport, processing plant(s), storage, mcoring
facilities and all other appropriate facilities for {he eXport
ol such gas, LNG, Gas Products, and Gas Derivatives from
the A.R.E. to outside the A.R.E. including support facilit-
ies as deemed necessary and included in the Gas Export
Project Frasihility Study. For the purpose of determin-
ing the capital investments related to the Gas Export
Project and the Downstream Fa cilities, capital investments
shall include all the relevant costs and expenses incurred
up ‘to the date of the Initial Commercial Production
such costs being capitalized.

Early Producer — Shall mean EGPC and any contract-
or (s) holding rights in Gas Reserves allocated to {he
Gas Export Project prior to setting up of joint Operating
Company (or of any other co-operatjve arrangements)
such Gas Reserves to be produced and delivered to such
2 entury,
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Effective Date Shall mean December 27th, 1979

Essential Reguirements — Shall mean the pre-requisit~
es for the achievement of 2 Gas Project as set out In parag-
raph 27.9.1 of the Concession Agreement as amended.

Exploration Expenditures — Shall mean all the agreed
costs and expenses borne by the CONTRACTOR for all

Exploration and Appraisal activities under the Concessiom
Agreement.

Export Point — Shall mean the flange (s) connecting
Downstream Facilities with the facilities ot buyer or a
Party thereto taking in kind its share of the Downstream:

Facilities output.

Gas Delivery Point — Shall mean the flanges connecting
the gas producers facilities at the producing field to the

gas transmission pipelines.

 Gas Derivatives — Shall mean non gaseoué fuel and/or
. feedstock substances, produced in industrial processing
- plants where Gas is used as raw material, such as, but not
limited to, methanol, methyl fuel, synthetic gasoline.

Gas Development — Shall include, but not be limiied
tc, all operations and activities pursuant 1o approved
work programs and budgets under the Concession Agre-

ement, as amended, in relation to
— Drilling_ of Development wells, and

— Design, construction, installation, servicing, and main=
tenance of equipment, lines, systems, facilities, plants
and related operations to produce and operate said wells.
to take, save, treat, bandle, flare, transport, and deliver

Gas to the Gas Delivery point(s)
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Gas Discovery Well — Shall mean the first well drilled
on a new structure capable of producing Hydrocarbon
Gas at an average minimum rate of one hundred thousand

(100,000) S.C.M./day for a period of ten(10) consecutive
davs, or a well deemed by the Contractor to be commer-

cial after consultation with EGPC.

Gas Products — Shall mean Nalural_ Gas Liquids ex-

tracted from Hydrocarbon Gas in the Downstream Faciht-
ies and consisting primarily of one or more hydrocarb-
ons heavier than methare and ethane such as propanes.
butanes and heavier component mixtures. All liquid
hvdrocarbons are considered as Oli under the Concession:

Agreement as amen ded.

Gas Reserves — Shall mean estimated quantities of Gas:
which geological and engineeriag data demonstrate with
reasonable certainty to be recoverable from known Crude
Oil and/or Gas proven reservoirs. Reservoirs are con-
sidered proven if producibility is supported by either
actual production or drill-stem tests. . The reservoir areas
considered to be proven includes:-

(1) that portion delineated by drilling and defined by
gas-oll, gas-water or oil-water contacts and ;

(2) the adjoining portions not yet drilled but whick

can be reasonably judged as being productive om
the basis of relevant available geological, seismic,.

and engineering data,

In the absence of information on fluid contacts, the lowest
structural occurrence of Gas shall be taken as the lower
limit of the reservoir from which Gas has been produced:
or if there are doubts concerning this limit the limit agreed:
by CONTRACTOR and EGPC. Reserves Assessments-
should be made by the CONTRACTOR for all categ ores

of Unflared Associated and Non-Associated Gas, buk
should not include non-hydrocarbon gases.



VAL L ol Vo B () wb Y Yl i gl Al

'4._..-9* HJaJ‘a,._uJ'b C-_._.-.ajh (..5:"'“ u_,g_, "\ B Isgl, (_5_)1-9"-“ CL’\J
- Jlluu(\)-—-'\——\*-—-TV

(i -c.fl"“ (S ) ulz_lulb auldl 48 sl '{.5'_,._-;]!
sl as e (1) Gell

L;éoi)jw‘gbuuu‘ddﬁ*‘d?—*‘ég” J:-”H\
| ‘1 JL_n.” a.A r,\_..___ (5-\.”# ( (;.“ C.._ll L_ni;m LB {_,2..4...2_1‘ FYJ.._.
. JH‘ 4 Lt :..J}L.g,.-dd U’JI

S Mlew ae cdas 8 5,5 gl L s 1 owdaasdl LAl
Sl eds dbai e il St (8 e bl

SW e pelinldt PLIL B WY ar s USLW A B Sl
< gl LN A Y gill 3Ll eladll Sley Celall
et By SLA Jad Slos s G allas B3kl e O U ey oo
uLa_.C.ag.,(.._n.,L_-J'(..J...»;f-u Je—axdl Ol sl g 5l L]
4 Lg-..n LE")H Ma;j\.i_.g” .‘bl.)“d ;__;L:L..Jl _)L:- e ‘L.-..u..s_j "La...:s u}L-:.,.»Y'
- JJ-\-&J Cy, L&Lndzh.}\larfY“‘ﬂm‘_ﬂnJJ \.0.3_9 g._....}) nglsl-r:.'.}.;_g

R s Ol e LT (_;.m S s JL A | N
. AL‘L,AJLL;__U...LM W, ez A

Jﬁbowé\ﬂiﬂfuj\%‘-b@b{fuw; J__..A«:J\‘lsd_}._“

\m &dJJMLuMIGL‘l!w @Mwww:m JJLMJ:-I
-4._._:1:» S—=1 b Bl 6 LT Lo o sde Jeol L el Y

4

* LJG.J‘_;-&-‘ 4 qﬁ:.-;m



VY NaAE & b Yo 8 (! )ck VY b ot I

Inlual Commercial Production — Shall have the
meaning set forth in sub-paragraph 27.10.1 (1) of this
amendment.

Joint Op-zrating Company — Shall have the meaning
set forth in Annex I of this amendment.

Late Producer — Meausany Pioducei, holding riglts
in Export Gas Reserves (other than those included in
the Early Producer definition) from which Residue Gas
is delivered to the Downstream Facilities.

Lean Gas — Shall mean Gas from which Natural Gas

Liquids have been separated upstream from the Gas
Delivery Point.,

Lease Condensate — Shall mean Natural Gas Liquid
recovered from Non-Associated Gas, gas-cap gas not
produced with underlying OLL and from dissolved gas,
when further processed, in separators and field facilities
upstream of the Gas Delivery Point. Lease Condensate
consist primarily of pentanes and heavier hydrocarbons
and 1s considered as Oil under the terms of thf: Conces-
sion ~greement as amended. T

Liquifie;:l Natural Gas (LNG) — Shall mean Gas which
consists principally of methane and which after the separ-
ation of Natural Gas Liquids is kept 1n a liquid state.

Member Company — Shall mean an individual ¢or-
poration, partnership, or other similar legal entity, owning
a percentage of Contractor participating interest in the

Concession Agreement as amended or in any other A R.E,
concession agreement.
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Natural Gas Liquids (NGL) — Shall mean those port=

- 1ons of reservoir Gas which are liguified-at the surface in

 field separator facilities and/or gas processing plants.
Natural Gas Liquids include, but. are not limited to,
ethanc, propane, butanes, pentanes, natural osscline, and
condensate. Natural Gas Liquids liquified upstream of
the Gas Delivery Point are considered as Qil under the _,
terms of the Concession Agreement as amended.

National Gas Reserves — Shall have the meaning set

torth in paragraph 27.5 of this Gas Amendment of the
Concessicn Agreement. -

Non-Associated Gas — Shall mean Natural Gas which

15 1n reservoirs that do not contain sigrificant quantities
of Crude Oil." . -

Other Contractors — Shall mean each and all of the
Contractors holding or having held concession rights for
which a similar gas clause has been granted by the AR.E.
under agreements other than this Concession Agreement

T

as amended., -

Producer — Shall mean EGPC and any’ contractor(s)
holding rights in Export Gas Reserves to be produced and
delivered to the downstream facilities. | |

Repayment Date — Shall mean anv of the dates when -
compensaticn from EGPC is due to CONTRACTOR
for the Gas Reserves surrendered or partially surrendered
to EGPC under the terms of this amendment.

Residue Gas - — Shall mean Gas from which Lease
Condensate has been extracted in field facilities and which

1s supplied to the Downstream Facilities at a Gas Declivery
Point.

S.C.M. — Shall mean standard Cubic Neters.

Larget Date — Shall mean the date that the Gas Export
Praoject Coordinaton Committee establishes for the Essen-
ual Requirements to be met.
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Technical Leader — Shall have the meaning set forth
in sub-paragraph 27.9.1(a) of this amendment. |

Associated Gas — Comprises :-

(1) The Natural Gas commonly known as gas-cap, which
overlies and is in contact with Crude Oil in the re-
servoir ; and/or.

(1) the Natural Gas which 1s in sclution in the Crude Qil
1n the reservoir at the original reservoir temperature
and pressure and which 1s or will be collected as gas
and supphed cither to EGPC for the domestic market
or to the Gas Export Project.

Yor the purpose of accounting the Gas under (11 above in
the Gas Reserves, the volume of such Gas for each reser-
voir shall be the volume of the Gas produced since 31st
December 1979 and/or the volume of such Gas in future
oil production anticipated for the whole period of Gas
collection. Future Gas production rates shall be based
on the gas to o1l ratio projections made under the assump-
tions of sound oil reservoir management principles.

- OBJECTIVES OF THIS AMENDMENT

The objective of this amendment 1s 1o amend the Conces-
sion Agreement io order to augment exploration in the
Area and to set forth specific provisions applicable tc
exploration, appraisal, development, exploration and
export of gas taking intc account the A.R.E. requirements
to satisfy 1ts National Gas Reserves.

OIL DISCOVERIES

Any discoveries of Crude Oil and/or hydrocarbon liquids
as defined in the original Concession Agreement, made by
CONTRACTOR during the term of the Concession
Agreement as amended, and any subsequent production
leases shall bc governed by the terms and conditions of
the original unamended Concession Agreement.
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27.4  GAS ASSESSMENT PERIOD

Such. Gas Assessment Period shall apply at the end of the
last elected exploration period. However, if the Third
Exploration Period is elected, the Gas Assessment Period
shall correspond to the last twelve (12) months preceding
TJuly 15th 1987. In such case the Assessment Period
shall be over lapping the Third Exploraticn Period with-
out prejudicing the right of CONTRACITOR to carry
out exploration activities during such portion of the Third

- Exploration Period which mav last after July 15th 1987
untl the end of such Third Exploration Period.

27.5  ESTABLISHMENT OF NATIONAL GAS RESERVES

27.5.1 EGPC and CONTRACTOR acknowledge and agree
that the A.R.E. shall require for its own uses a certain

volume of Gas Reserves (:hereinafter referred to as the
«“National Gas Reserves”), such volume of National Gas

Reserves to be fixed by EGPC before the end of the Asses-
sment Period. The Parties hereto agree that as of Decem-
ber 31st 1979, EGPC holds an amount of Gas Reserves
discovered in the A.R.E. (EGPC’s Gas Reserves) equal
to four trillion (410 standard cubic feet which 1is
the equivalent of one hundred and thirteen billion (113 X

109 S.C.M. The difference between the amouant of
National Gas Reserves and EGPC’s Gas Reserves (includ-

ing EGPC’s Affiliate(s) Gas Reserves but excluding
AR.E. CONTRACTOR Gas Reserves), updated at
July 15th 1987, shall be made up from contributions given
by all the contractors holding Gas Reserves in the A.R.E.
The contributicns shall together be the amount required
to reach a total of twelve trilion (12 X 10%%) standard cubac
feet that is three hundred and forty billon (340 x10°)
S.C.M. of National Gas Reserves including EGPC’s Gas
Reserves. |
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The contribution share frem each contractor shall be in
the same proportion that the total amount of its assessed
Gas Reserves bears to the total Gas Reserves assessed for
all the contractors in the A.R.E. on July 15th 1987. Any
quantrties of each contractor’s Gas Reserves in excess of
its contribution share to the National Gas Reserves shali
be eligible to be included in the Gas Export Project if
stich contractor so elects |

From the effective date of this amendment onward EGPC
shall have the right to satisfy the National Gas Reserves
and to obtain and have title to the amount required for the
National Gas Reserves to reach the aforesaid twelve
trilion ( 12x10%) standard cubic feet. EGPC sball,
periodically or when necessary. Update EGPC’s Gas
Reserves and shall give written notice thereof to CON-.
TRACTOR. Variation in volume of the previously

- notified EGPG’s Gas Reserves may be attested, if required,

by a report issued by an internationally recognized in-
dependent petroleum consultant accepted by EGPC and

 CONTRACTOR.

27.6

GAS EXPORT PROJECT FEASIBILITY -STUDY
PERIOD _

Once the National-Gas Reserveshave been satisfied under:
the provisions of paragraph 27.5.1 of this amended Gas.
Clause, then the Gas discoveries made in the Area encom-
passed by 3’ X 3" blocks on the surface mav be retained

P

by the CONTRACTOR for a period of a maximum of

- seven (7) successive.years ( such pertod to be hereinafter

referred to asthe ”Gas Export Project Feasibility Study
Period”) starting from July 15th 1987. During such Gas
Export Project Feasibility Study Period, CONTRACTOR,
exither on 1ts own or in association with other contractors as
the case may be,shall causea Gas Export Project Feasibility
Study to be conducted by CONTRACTOR, or ifsc
required, by an iternationally recognized independent
engineering firm for the purpose of determining whether a
Gas Export Projectis technically and economically feasible
to undertake. It CONTRACTOR, after completion of such
Gas Export Project Feasibility Study, decides to g0 on to
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such Gas Export Project, then a twenty (20) vear Gas
Development Lease coverirg all portions of the Area
mutually agreed by CONTRACTOR and EGPC as con-
taining Gas Reserves capable of being produced, and not
relinquished bv CONTRACTOR, and starting frcm the
e;:pirafion of Gas Export Project Feasibility Study Period
or the commencemernt of Gas Commercial Production,
whichever occurs frst, shall automatically comt into

existence.

This twenty (20 year period mayv be renewed for an
additional period of ten {10} vears at the option of

ihe CONTRACTOR upcn giving six (6) months prior
written notice to EGPC.

CONTRACTOR, after its decision to go forward with the

Gas Export Project, shall carryv cut all the action deemed

necessary and agreed with EGPC to achieve Gammerma!
roduction of Gas, from the Area.

In the event that no Commercial Production of Gas is made
in regular shipments for export outside the A.R.E. within
sx (6) vears from the end of the Gas Export Project
Feasibiity Stﬁd}" Period, all the Gas Reserves available
for export shall be surrendered to EGPC at no cost, unless
otherwise agreed upon by EGPC and CONTRACTOR.
in the event that no gas production 1s contributed from
anv Development Block to the Gas Export Project, then
such develomment Block shall be surrendered to EGPGC
within six {6; vears from the Initial Commercial Produc-
aon of Gas unless otherwise agreed bv EGPC.

Notwithstanding anvthing tc the contrary that may he
contained or implied in the Concession Agreement, as
amended, all the relevant provisions ¢f the Concession

Agreement, shall remain in full force until the expirv cf
the last to expire above mentioned Gas Develcpment Lease.
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27.7  EGPC USE OF GAS RESERVES - ,
27.7.1 During the period starting from the Effective Date of this
amendment and onward,- EGPC shall have the right to
produce and supply the domestic market with quantities of
Lean Gas not to exceed the maximum rate producible,
according to standard industry practice, from that share of

the Gas Reserves, pursuant to the provisions herein con-
tained, at 1ts sole cost and expense.

27.7.2 EGPC shall have the right Lo produce out ¢f the Gas
Reserves in each held contained in the Area the share
thercirom to be contributed to the National Gas Reserves

which has been allocated 1o the Area.

27.7.3 Notwithstanding anything to the coatrary which may be
contained or implied in the foregoing, EGPC and CONT-
RACTOR may agree to distribute differently the Gas
Reserves contributed to the domestic market by turning
over an entire Gas Field (s) to EGPC to satisfy EGPC’s
rights in return for EGPC’s relinquishment of relevant
share 1n other Gas field (s) within or outside the Area.

27.7.4 CONTRACTOR and EGPC shall have the right to

produce through SIPETCO Company from anv rescr-
voir up to the total amount of Gas Reserves therein for

export outside the A.R.E., less the amount of National
(Gas Reserves, attributable to such reservoir. CONTRA-
GTOR’s production rate shall be scheduled by taking into

account: — -

() the maximum rate allowed from the whole reservoir
according to the good industry practice, and

(i7) EGPC’s rights pursuant to paragraphs 27.7.1 and
27.7.2 above.

27.7.5 CONTRACTOR, or one or more of the Member Com-
panies may enier mio a separate written Domo=stic Gas
Supply Agreement with EGPC containing matually accep-
table terms wherehy CONTRACTOR or one or maire of
the Memb=r Comvinies thereof, as the case may be,
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_ shall carry cut the development of EGPC’s share of Gas

Reserves, in order to supplv Lean Gas to the domestic
market.

In the absence of such agreement neither CONTRACTOR
nor any Member Company shall have anv obligation to
produce. process, or distrrtbute anv such Gas.

COMPENSATION FOR THE GAS SURRENDERED

Notwithstanding amything to the contrarv under this
amendment, at the end of the Assessment Period or at
the end of the last Elected Exploration Period, if such
pertod or any extension thereof expiresafter July 15th,
1987, CONTRACTOR shall surrender the entire

remaining Area excluding:—

(2) Any parts of saild area which have been converted
or have been applied to be converted into Ol
Develcpment Lease (s) pursuant to the Concession
Agreemieant.

‘i2) Such 3" X 3 blocks as will encompass recoverable
(Gas Reserves aiter satistyling the contribution of
CONTRACTOR tc the National Gas Reserve
prcvided aiways that the recoverable Gas Reserves
discovered is in excess of seven billicn (7 X 10%)
S.C. M.

27 8 2 1In the event that al the end of the period specified in

Articie 27.8.1 CONTRACTOR haspot discovered Gas
Reserves 1n excess of seven bilon ( 7 x 10%) S.C.M. of
Gas 1 the Area, CONTRAUTOR shall surender such gas
reserves and the entire Area to EGPC atno cost, excluding
anv parts of said Area specified under Article 27.8.]
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If at the end of such pelod, CONTRACTOR has discove-
red Gas Reserves in excess of sevea billion ( 7 X 10% S.
C.M. of Gas in the Area, then CONTRACTOR shall be

repaid for the gas Reserves surrendered o EGPC as her-
cinafter provided:

(a) In the event CONTRACTOR shall have surrendered
all its assessed Gas Reservesto EGPC, the provisions
of paragraphs 27.8.3 and 27.8.5shallapply, subject
to such Gas Reserves being agreed between CONT-
RACTOR and EGPC, or if there isno agreement,
being attested to by an independentinternationally
recognized petroleum reservoir engineering firm mut-

nally agreed upon by EGPC and CONTRAGTOR.

Adjustment of reserves for the portion of such
Exploration Period which may last after such surre-
nder shall be made on the basis of any changes
occurring in Exploration Expenditures and to the
Gas Reserves during such portion of period. The
Repayment Date shall be one (1) year atter ti.e date

“on which sach Gas Reserves are surrendered and
paymentshall be made pursuant to paragraph 27.8.3.

(6) In the event CONTRACTOR elects not to suriender
all its assessed Gas Reserves, due to there being dis-
coveries of Gas Reserves available for export outside
the A.R.E. after satisfying the National Gas Reserves,

tuting 2 possibility of achieving a Gas Export
Pro ect pursuant to paragraph 27.6 then, not later
than nmety (90) days before July 15th 1987, GONT-
RACTOR shall submit to EGPC a written statement
(hereafter called the ‘“Gas Reserves Notice™) which
shall state ihe -estimated Gas Reserves dmscovered
within the Areas up to that date. Such Gas Reser-
ves shall be nmtually agreed by EGPC and CONT-
R:CTOR, or if there is no agreement, attested to by
an independent internationally recogn zed petroleum
reservalr engmeering firm mutoally agreed upon by
EGPC and CONTRACTOR.
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(¢) Not later than six-(6) months from the above dead-
ine for the submission of the Gas Reserves Notice,
EGPC shall serve upon CONTRACTOR a written

notice (hereinafter referred to as ¢First Gas Reserves
Election Notice’®) which shall contain the following
information and election :

(1 The tota' amount of the estimated Gas Reserves
found 1n all of the A.R.E. as of a date as near
as Treasonably possible to the date of the First
Gas Reserves Election Notice. Such amount,
to be agreed by EGPC and CONTRACTOR

or attested to by a mutually agreed upon in-
dependent internationally recognized petroleum
reservolr engineering firm(s), shall be divided
into two categories :

— EGPC’s Gas Reserves, as updated ; and

— Gas Reserves discovered in all the existing
Concession areas (hereinafter referred to as
‘“Second Gategory Gas Reserves™) ;

(21) The total contribution of Gas which EGPC

estimates will be required 1n order to supply
the domestic requirements of the AR.E. from

the Second Category Gas Reserves ; and

(1) The percentage of the total amount of Gas
Reserves found in the Area which EGPC desires
to set aside for 1ts exclusive use to supply the
domestic market of the A.R.E. ; such percentage,
to be hereinafter referred to as the ‘“Domestic
Allocation Perceutage” shall be the ratio that
the total contribution of Gas under (ii) above
bears to the total Second Category Gas Reserves
times one hundred (100) ;
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(d) If CONTRACTOR 15 eligible for compensation under
this paragraph 27.8.2 it shall have the option, to
be exercised within mnety (90) days from the date of
receipt of EGPC’s First Gas Reserves Election Notice,

()

either to proceed into the Gas Export Project
Feasibility Study Period provided for in parag-
raph 27.6 if the Gas Reserves eligible for ex-
port outside the A .R.E., after satisfying the total
amount necessary for the Nattonal Gas Reserves,
show that this project is possible, in which event
the provisions of paragraph 27.8.4 shall apply
or,

to surrender all the Gas Reserves and the Area
to EGPC, excluding any parts of said Area to be
retained for ol development iease under the
terms of the Concession Agreement in which
event the provisions of paragraph 27.8.3 shall

- apply. In the event GONTRAGTOR elects

to proceed into Gas Export Project feasibility
study under (1) above, then EGPC shall update
in writing its first Gas Reserves Election Notice
by a new notice (hereinafter called “Second
Gas Reserves Election Notice’”) to be given
within thirty (30) days from the deadline set
torth hereinabove for the CONTRACGCTOR’:
option ; and

‘¢) In the event EGP(C’s Gas Reserves andjor Second
Category Gas Reserves are subsequently changed for
any reason, then the Domestic Allocation Percentage
shall accordingly be recalculated.

For this purpose :-

(2)

Ninety (90) days before the end of each year
during the Gas Export Project Feasibility Study
Period, CONTRACTOR shall give written
notice to EGPC of any change which has occurred
to the Gas Reserves: and
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(zz') At the end of each vear dunn the Gas Expon
Project Feasibility Study Perlod EGPC shall
give written notice to CONTRACTOR of any

change which has occurred to either category of
Gas Reserves.

If CONTRACTOR elects or is required to surrender

all 1ts Gas Reserves as a consequence of only satisfy-
ing its required contribution to the National Gas
Reserves, then CONTRACTOR shall maintain a
right to the export of Gas for three (3) years after the
date of said total surrender, provided that, at the
time of surrender, CONTRACTOR notifies EGPC
of its election to retain the right to export gas.

Following such notification EGPC shall, upon request
in writing from CONTRACTOR, update the infor-
mation required therefore.

Such right to export Gas :

(a) 2 Shall have as its object an amount of Gas Re-
serves corresponding to the share of CONTRAC-
TOR’s Gas Reserves exceeding the Domestic

Allocation Percentage share updated on the

basis of all Gas Reserves then assessed ip the
A.R.E.

(p) Shall not be exerciseable unless :

(1) New Idiscoveries and assessments of Gas
Reserves made in the A.R.E. during such

three (3) years following CONTRACTOR’s
surrender, are such as to show that a Gas
Export Project 1s feasible as a consequence
only of a new discovery.

(u) Before such three (3):.year period there
shall have been no possibility of achiev-
ing the Gas Export Project due, only, to
CONTRACTOR’s obligation to satisfy its
required contribution to the National Gas
" Reserves.



\E&Ai.;‘;‘j" w-)'_L‘ \o & (l ) CL \\ sl o Ao aJqunU § o

o ol e m —

A3 OF Ll ¢ Jalalt salaiil g qauk (g o S ¥
el J_,Em@u_ lod Ll jlls alalss 43 4il ‘9_,'5»3 LCon
¢ ke Y Akl 50 g of 5 Sl
Lbe Dyt e Dol GLaWl el e e @ 31 ]
o S G e T R e L I B e R b
G o BV 2dg GhaT BT T OF 0 sl e o ddldll )
e Wl paal @ i dujlee Tan beae Jalll e Gy

wld) Bl O G Gy W el 3 4B JoEN 4ol D8 o8 s

SV LI R PR S ola el acdl Basle daing lad Sl

m S S VRV ) a0l 4 g 3 50 U bl

R S I L GO [ AP R

dfmbwL\‘;gM_Hu_: T¢+Jlal!u»CJLlid.lJ;‘ulf
(o) — v — A vy A e o padb 48 WL ot & gl

A W el S e Al S5 s b Bl d v Ay
O e a8l g aldl ol ¢ (o) S Y — A —vvoadl a2l Jlll aasS
sl e o &G L Sasdll DUV I Ol Y es e Ll Sl ]

DS
el o 33 131 ol Il dane sl Sl G (1)
S bl on e Sy bl s a8 e ke

(L’y‘;#-ﬂfh(q" +)¢_,.L\4.:,¢m-)ﬁ_hildu___“ﬂl
E;jf_nl ..___.,_,&Tllla;i_a_}“- ‘L.-'!-._,aL ....4;_)_,—13 (\/1» L',M,..__.a_,
—(\} dote Lgie 5oV i (0 3G G @y 43 06 Jlo

o (7) et deYs



22 IR TV R0 TR Y 1.3(‘ } C:’h \} .:*--\Jl.._:_.:..e...n_,li E._b__é&

————————— e
{a1) Shall be implemented by restoring, when-
ever reasonably possible, CONTRACTOR s
rights, duties and obligations as to Gas
tields or portions thereof still to be develop-

ed within the Area ; or otherwise by return-

ing under mutually agreeable conditions

a share of available Gas Reserves coming
from the Area or otherwise from outside
the Area. It being understood that any
relevant provisions of this Agreement shall
continue to apply to CONTRACTOR upon
Lhe excercise of its right to export Gas
shall then be subject to reimbursement in
cash in one payment, by CONTRACTOR

of the part of the compensation correspond-

Ing to the reserves so transferred, bearing

a quarterly compound interest starting from

the date of payment by EGPC of each in-
stalment until the date of receipt from

GONTRACTOR of all such amounts. Ex-
cept that the interest shall be made at a
quarterly compound interest rate, the rate
of such interest shall be made in the manner
provided for in paragraph 27.8.3 (b).

27.8.3 In7the event that all the Gas Reserves found by CONT-
RACTOR are surrendered to EGPC pursuant to para-
graph 27.8.2 {a) or (d), then EGPC agrees to pay CONT-
RACTOR asumin U.S. dollars calculated asfollwos:

(8) Exploration Expenditures including those expenditures
incurred during the Gas Assessment Period times the
ratio, hereinafter called*i™ between the Gas Reserves
discovered in the Area ( expressed in billion (10°)
5.C.M. The value of k used in the absve multipli -
cation, will be contained within two limits, the lower

being one (1) and the upper being two (2).
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(b) The interest on Exploration Expenditures shall be
calculated as follows: during the Exploration Period
(s) the expenses shall be stated on a quarterly basis
and each such quarterly stated expenses shall bear
simple interest on a quaterly basis from the end of the
relevant quarter until the Repayment Date, at & rate
equal to the average of all of the three (3) month
notices of each quarter of the LIBOR mean rates
apphicable on the last day of each quarter, such
average to be calculated for the period from ‘the end
of the first quarter of Exploration Expenditures

until the Repayment Date.

77.8.4 In the event CONTRACTOR elects to enter into she
Gas Export Project Feasibility Study period, pursuant to
paragraph 27.8.2 (b), then EGPC agrees to pay GON-
TRACTOR for the Gas Reserves surrendered as Dome-
stic Allocation Percentage (as set forth inthe Second Gas

Reserves Election Notice) the following sum:—

Exploration Expenditures including those expendi-
tures incurred during the Gas Assessment period plus
the interest on such Exploration Expenditures as

set forth n paragraph 27.8.3 (b) and payment shall

be made pursuant to the arrangements stated 1in

paragraph 27.8.5.

27.8.5 The rcpayment according to the paragraph 27.8.3 or
27.8.4 shall be effected by EGPC either in U.S. Doll-
ars (or if available for export, in Crude Oil by mutual
agreement in equal guarterly instalments due to the end
of each quarter over a period of time not exceeding four
(4) vears. To each instalment so due shall be added in-

terest computed in ‘the manner provided in paragraph
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27.8.3 (b) to the outstanding balance not paid, it being

understood that the average of the applicable interest

rateis calculated over the period from the Repayment Date
to the date the instalment is due.

27.8.6 In the case of partial surrender of Gas Reserves under
paragraph 27.8.4 or if during the Gas Export Project
Feasibility Study Period CONTRACTOR shall have
surrendered all the balance of the Gas Reserves to EGPC
( which balance is all the remaining Gas Reserves in ex-
cess of its contribution to the National Gas Reserves) then
the difference between the sum calculated according to
paragraph 27.8.3 and the sum calculated and paid
according to paragraph 27.8.4 as adjusted pursuant to
paragraph 27.8.8 shall be paid by EGPC 1n the same
manner as provided for under paragraph 27.8.35.

The Repayment sum shall:—

(a) not bear any interest, if the surrender of the Gas
Reserves retained by the CONTRACTOR is effected
notwithstanding the evidence of a viable Gas Export
Project; or

() bear simple interest for the period starting from July
15th, 1987 to the date of surrender but for not longer
than five (5) vyears, if, due to reasons beyond control
of CONTRACTOR and notwithstanding the dili-
gence of CONTRACTOR, a viable Gas Export
Project was not achieveable during the Gas Export
Project Feasibility Study Period. Such interest
shall be the average of all of the three (3) month
LIBOR mean rates applicable on the lastday of each
quarter in said period and shall apply to the difterence
referred to in this paragraph 27.8.6 excluding any
interest amount being p'art of such difference.
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27.8.7 If no further surrenders are effected because a Gas Ex-

port Project has been achieved, the CONTRACTOR
shall then recover through Gas production that portion of

Exploration Expenditures which is not repaid by EGPC
through the above method of repayment which have not
been already recoverd during” oil production.

27.8.¢ 1In the event Domestic Allocation’; percentage is recal-
culated during the Gas Export Project Feasibility Study
Period, appropriate adjustments shall be madein respect
of any payments under paragraph 27.8.4.

27.8.9 Any and all payments made by EGPC to the CONTR-
ACTOR under the provisions of this paragraph 27.8,
shall be exempted from the payment of A.R.E. taxes,
whether income, gross profits, or otherwise.

27.8.10 If at any time the amount of payment for Gas by EGPC
under this paragraph 27.8 is determined and CONTR-
ACTOR has already recovered some or all of its Explora-
tion Expenditures from Crude Oil production as provided
in Article VII of the Concession Agreement the amount
payable for Gas Reserves pursuant to this paragraph 27. 8
shall be adjusted accordingly to avoid accrual of interest
on cost after their recovery and shall be reduced by an
amount equal to the recovery from Crude Qil  Ifin any
calendar quarter during payment for Gas Reserves by
EGPC under this paragraph 27.8 CONTRACTOR is also
entitled to recover Exploration Expenditures from Crude
Oil production, EGPC shal] pay for Gas Reserves during
such quarter only the amount, if any that the scheduled
payment for Gas Reserves may be in excess of the cost
recovery realized from Crude Oil production.
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27.9

27.9.1

GAS EXPORT PROJECT

£4. AL i b o G (1) b ) S e M i ol

The Gas Export Project means all the facilities and oper-
ations necessary to produce Gas eligible for export from
the Area, or from the Area and from other concession areas,
as the case may be, and to collect, process, transport, and
export such Gas, Gas Products and or Gas Derivatives in
a liquid form outside the A.R.E.

IMPLEMENTATION OF THE GAS PROJECT

If Gas Reserves from the Area only are considered in the
Gas Export Project Feasibility Study, then both the Gas
Development (and the Downstream F acllities) and the
relevant operations shall be carried out by SIPETCO
under the terms of the Conession Agreement as amended.

In case the Gas Export Project F easibility Study is carried
out 1n assoclation with other Contractors pursuant to
paragraph 27.6 and made available to EGPC during the
Gas Export Project Feasibility Study Period, Early
Producers involved and willing to participate in the Gas
Export Project shall appoint a Gas Export Project Co-

ordination Committee aimed at reaching the following
fundamental targets:

(2) The formation of a Downstream Facilities Joint
Operating Company (JOCO) which shall take c:.ce of
the design, construction and operation of the common
Downstream Facilities. Such Operating Company
shall deliver to each Producer all of its share of Gas,
Gas Products and/or Gas Derivatives from the Down-
stream Facilities at the Export Point. Such company
if formed, shall be constituted, owned and operated

In accordance with the principles set forth in Annex
“I” of this amendment.
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‘The technical expertise and co-ordination necessary
for the achievement of the Downstream Facilities
shall be made available by the involved Member
Company (ies). For this purposes the Gas Export
- project Co-ordination Committee shall appoint as Te-
chnical Leader a Member Company or a group of
Member Companies each with a specific task. Such

appointment shall be based. on the following prin-
ciples: — -

(i)‘ Volume of the Gas Reserves contributed by the
appointed Technical Leader. __ _‘

() Its qualification to act as Technical Leader.

- The Technical Leader will provide, under the direct
supervision and control of the Board of JOQCO, the
necessary designing, engineering and construction
work for the realization of the Downstream F acilities,
together with a detailed economic study of the Gas
Export Project. The Technical Leader shall be
paid by the Joint Operating company at cost plus
a reasonable fee for its performance.

(6) Not withstanding paragraph 27.9.1 (a) above, the
Committee will review alternative forms for the
organization of the Downstream Facilities and Gas
Export Project which may include any co-operative

arrangements. In this context the Committee’s terms
of reference shall be :-

(2) To establish the comparative economics and
organization, including the determination of
the best method of financing the Downstream

Facilities, for the alternative forms of cooper-
ative arrangements.

() To examine the laws of the A.R.E. and all
other laws applicable to the contractors to

determine the legal implications of any alter-
native arrangements examined.
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(1) Following (i) and (ii) above report the findings
to EGPC and the participating contractors in
order that they may consider any viable alter-
nmative to JOCO. |

Following the presentation of the report, if contrac-
tors wish to pursue an alternative form of cooperative
arrangements for the Downstream Facilities, other

than JOCO, the contractors will seek the aprroval

of EGPC. Should the approval be obtained the
contractors will direct the Committee to proceed to
mplement the agreed organization.

Obtaining all Governmental assistance to facilities
implementation of the Gas Export Project, including
the obtaining of all the necessary permits for the

construction of the Downstream Facilities in the
A.R.E. |

(¢) Establishing the overall Gas Development Plan and

(¢)

(J)

the commercial production profile over a minimum
period of twenty (20) years. '

Obtam firm commitments of willing contractors to
develop the respective Gas Reserves available for

export and to supply Gas, under specific provisions,
to the Downstream Facilities.

For this purpose a Residue Gas Supply Agreement for
each" Concession Area shall be made and entered
into by and between EGPC and the relevant contr-
actor as one party and the Joint Operating Company

(JOCO), or any other cooperative arrangements as
the case may be,as the other party.

The determination that the necessary financing of
the Downstream Facilities is available.

T'he above fundamental targets, being pre-requisites for
the achievement of the Gas Export Project, and herein-
after called ,,Essential Requirements” shall be estab-
lished by the Gas Exgport Project Coordination Committee.

11- .
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27.9.2 NON-WILLING CONTRACTOR

After the presentation of the Gas Export Project Feasi-
bility Study and at least eighteen (18) months before
the Target Date set forth for the Essential Requirements,
any contractor involved in the Gas Export Project may
give written notice to EGPC and to the other willing
contractors of its decision not to develop its Gas Reserves
avallable for export, thus refusing to supply Gas to the
Downstream Facilities. In the event that said Gas Res-
erves are surrendered to EGPC, such Gas shall, at EGPC
option, to be exercised within sixty (60) days from the date

of such surrender, either |

() be added to EGPC Gas Reserves for the purposeof
reassessing the Domestic Allocation Percentage to |
be contributed by the willing contractors to the

National Gas Reserves or,

(i1) be contributed to the Gas Export Project and the
Downstream Facilities by EGPC and if so contri-
buted, EGPC shall be deemed A.R.E. Contractor
by assuming all the rights and obligations connected

therewith.

07.9.3 RATIONALISATION

In order to rationalise the formation of the Gas Export
Project and simplify its administration, any contractor
who is participating in the Gas Export Project Feasibil-
ity Study or who is entitled to join the Gas Export Proj-
ect as a Late Producer, shall have the right to assign all
its rights to Gas Reserves available for export under this
Agreement and to participation in the Gas Export Pro-
ject either to another contractor who is participating in
the Gas Export Proiect or to a new A.R.E. company,
formed as a gas exporter company, whose shares are all
owned by the contractor or its affiliates or by two or more
Contractors who are each participating 1n the Gas Export
Project at any time on terms to be agreed by the Cont-

ractors concerned.
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27.9.4

27.10

Any such assignmentl of rights .shall be snbject to the

prior approval of EGPC which shall not be unreasonably

withheld, and “in accordance with Article XX of the
Cancession Agreemeat.

The provisions of paragraph 27.8 above shall apply to
any payment received by a Contractor as consideration
for the assignment of its above mentioned rights.

LATE PRODUCER

In case additional Gas Reserves are made available for
export from Producers other than the Early Producer(s)
afler the achievement of the Essential Requirements,
then such additional Gas Reserves may be collected,
processed and exported through JOCO, or any other
cooperative arrangements, as the case may be, provided
that Inmitial Commercial Productian of Gas is not delayed
and that enough spare capacity is available, or capacity
revamping 1s ecenomically achievable, and that the
producers holding such additional Gas Reserves, will,
in the reasonable opinion of Early Producers, be able
to meet satsfactorily their financial obligations.

In such event the Late Producer shall enter into Agree-

- ment(s} with the Early Producer(s) on condition that

between the Early Producer contractors and Late Prad-
ucer cantractor fair and equitable arrangements are set up
to reffect the financial burdens and risks borne by the
Early Producer contractors ; provided, however, that no

double recoupment of costs be produced as a result of
such arrangements.

RECOVERY OF COST AND EXPENSES AND PRO-
DUCTION SHARING FOR GAS

27.10.1 COST RECOVERY GAS

(a) Subject to the auditing provisions under this Agree-
ment CONTRACTOR shall after satisfving the
National Gas Reserves as provided under this Con-
cession Agreement as amended be entitled to recover
tts costs and expenses relating to all Exploration,
Gas Development, and Downstream Facilities out of
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fifty percent (50%,) of all Gas, Gas products and or
Gas Derivatives produced and saved, from all Gas
Development Leases hereunder and not used im
petroleum operations (hereinafter called Cost Re-
covery Gas). Up to an additional ten percent (10%)

per annum, that 1s to say, 2 maximum of sixty percent
(60%,) per annum of said Gas, can be used by CONT-

RACTOR to recover costs and expenses by giving
thirty (30) days written notice to that effect prior to
the beginning of the relevant production year. The
additional percentage per annum may be obtained

by CONTRACTOR on condition, that over the
entire twelve (12) year period following the Initial
Commercial Production of such Gas, such portion
ot Cost Recovery gas designated for the recovery of
costs and expenses shall not exceed fifty percent (50%,)
of the total of such Gas produced and saved during

said twelve (12) vear period.

For all Exploration, Gas Development and Gas Pro-
duction hereunder, such costs and expenses shall be
recovered from Cost Recovery Gas in the following

manner :- |
({) All the Operating Expenses incurred and paid
after the Initial Commercial Production of Gas,
which for the purpose of this Article shall mean
the date on which the first regular shipment
is delivered at the export point, shall be recovered
either in the Tax Year in which such costs and
expenses are incurred and paid or the Tax year
1n which Initial Commercial Production of Gas
- occurs, whichever is later date. Such Qas
Operating Expenses shall include fifty percent
(50%) of all interest paid by CONTRACTOR
atter the beginning of Initial Commercial Pro-
duction of Gas for financing cf the Downstream
Facilities pursuant to paragraph 27.11 herein.
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‘Gas Operating Expenses will be recoverable on
a Quarterly basis after the establishment of
Initial Commercial - Production. In case of
simultaneous production of Crude Oil and Gas
for a Gas export project, the indirect and general
expenses shall be shared between the Gas and
Crude QOil in proportion to the amount of the
operating Expenses directly attributable to Grude
Oil and Gas ;

( ii) Recoverable Exploration Expenditures including
those accumulated prior to the commencement
of Initial Commercial Production of Gas, shall
be recoverable at the rate of twenty (20) percent
per annum starting either in the Tax Year in
which such expenditures are mcurred and paid
or the Tax Year in which Initial Commercial
Production of Gas commmences, whichever is

later date.

(i) Gas Development Expenditures, including those
accumulated prior to commencement of Initial
Commercial Production of Gas shall e recover-
able at the rate of twenty(20) percent per annum
starting either in the Tax Year in which such
expenditures are incurred and paid or the lax
Year in which Initial Commercial Production
of Gas commences, whichever 1s later date.

(iv) To theextentthat, in a Tax Year, costs, expenses
or expendituresrecoverable per paragraphs (1), (ii),
and {iii) preceding exceed the value of all the Cost
Recovery Gas, for such Tax Year, the excess shall

‘be carried forward for recovery in the next
succeeding Tax Year or Years until fully recover-
ed, but in no case after the termination of the

Agreement. | " '

(v) For the purpose of determining the classification
of applicable costs, expenses, and expenditures
for their recovery,” the following terms shall

apply :-



\AAL A ol Yo 3 (1) mF Y VS | R P S TR

Sl g ably iU (o2 g s N al 13! ‘,,,*u olass (3)

2S5 Y Al ) damdl Oldes o poaiey caaisg Slos I

SN 48 O8G gM aadl (sl JoV g ettt YT g
o Aty s Al B,y Jalill alst g 2>zl dbis

L ¢ sl Dlat O W 4y SOldee o gads Zadss
{_'L:;_‘.':ﬂ ;Jléjfm lae Lo ¢ Lj'jwl‘ L’J& L&-":‘_j_,ﬂ

A Sl palls W o i JA Sligan (1)

slall =1 Olles d sl JA 5 b Y da Cadoy Sl

B e s ¢ SR e e i W LT CObes
o AN DB e L

by OBy ally CIUTIN 5> 2l O ade 3éddls ¢ padll o — =
L p S el by o8 4l ams ol SN e
GG 5 2 Hl;!abjkl?uhj(mc)dﬁc)lu)
L6 ¢ Lom 57 i e ) sl 2 T iyt ]
| JU!MFJILBJL:JM)U Jo 5

gdpbc,_’dybwg,_,ujausu_{,Lal.sw..w.u.u.uf(;,:,)

o Aal Je 3 4l sl 2oy da..a;JJ 6‘“ Ll Sl

__\;.__.W;Jmn_;q:huﬂd,_mfuL@_.;;JLJ\_,,L.M.\:JJ

oo UL G, ) QG sls 2o aasdl 5L 4SS5I 131, o ¢

Sl _dadly CAIUT e iy sl (v o ve vy 3 AL 2o
aols 2l Com s Al o Alla & TdlLs ¢ 515 2o D) Ll
St G Bl P s Ll s ST Bl e 56 ¢ dit el T

WO ars Ladlb sisf W8 5 G g @l 315 2wy aasdl



WA L ik o B (1) pb VY sl — L i By o

1.

Recoverable Exploration Expenditures shall
mean all costs and expenses incurred and
paid in relation to the Exploration opera-
tions (including those accumulated prior to
the Initial Commercial Production of Gas),
to the extent they are still recoverable
by CONTRACTOR pursuant to paragraph
27.8.

Gas Development Expenditures shall mean
all "costs and expenses incurred and paid
in relation to Gas Development and the
Downstream Facilities, as allocated to CON-

TRACTOR, with the exception of the
Operating Expenses.

Operating Expenses shall mean all costs
and expenses incurred and paid after the
Initial Commercial Production of Gas for
Gas production and Downstream Facilities
operations as allocated to CONTRACTOR,

which are not normally depreciable.

(vz) It is understood and agreed upon that the re-
covery of costs and expenses as based upon the
rates referred above shall be allocated to each
quarter proportionatcly (one fourth to each
quarter). However, any recoverable costs and
expenses not recovered Im one quarter, as thus
allocated, shall be carried forward for recovery
in the next quarter.

(b)] CONTRACTOR may eachquarter take it itso wishes
and separately dispose of all Cost Recovery liquified
Gas produced, plus its share of the balance of the
liquified Gas as stipulated in paragraph 27.10.2 to
the extent that the value of the Gost Recovery Gas
(as determined in paragraph 27.10.3 below) exceeds
the actual recoverable costs and expenditures, 1nclud-
ing any carry forward to be recovered in that year,
the value of such Excess Cost Recovery Gas actually
taken and separately disposed of by CONTRACTOR
shall be paid by CONTRACTOR to EGPC in the
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manner sct forth in Artcle IV of the Accountung
procedure contained in Annex “E’’ uf the original
Concession Agreements and CONTRACTOR shal)
be deemed o have purchasced such Excess Cost
Recovery Gas.

27.10.2 PRODUCTION SHARING FOR GAS
Lhe remuining percentage of the Gas shall be taken and
disposed of separately by EGPC and CONTRACTOR
in the following proportions :

'_'—'"——-—-——-—-————.___.______________
L :

PRODUCTION IN  * EGPC = CONTRACTOR
MILLIONS CM/DAY - ‘SHARES 9 ' SHARES,

e ke - -r = ! N e k [R—
; i

p 0 10 . 67.5 32.5
In excess of 10 and up to 20 ;l . 70 i 30
In excess of 20 and up to 30 } 72.35 E 27.5
In excess of 30 75 | 25

27.10.3  {a} For the purpose of determining the vaiue of the
quanuty of Cost Recovery Gas to which CONTR-
ACTOR 15 entitled hereunder during each quarter
the weighted average price realized in [reelv convert-
tbie currency from FOB point of export sales by
cither EGPC or CONTRACTOZP. whichever ;s high-
er under ali gas long-term sale contracts currently
i effect Jor LNG. Gas Derivatives as the casc may be

shall zoply
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(5) GONTRACTOR, upon EGPC request, shall if it so
wishes endeavour to sell EGPC’s share of Gas at
best possible price under long-term sale contracts
for period of at least five (5) consecutive vears, and
shall pay to EGPC an amount representive of the
proceeds of such sales less a reasonable percentage
represenung marketingfees and expenses for such sales.
However the aforesaid contracts shall be subject to
the approval of EGPC prior to the effecting to such

contracts.

27.10.4 JOCO shall prepare.(not less than ninety (90) davs prior
to the beginning of each quarter following regular pro-
duction) and furnishin writing to CONTRACTOR. and
EGPC a forecast setting out the total quantity of Gas
that JOCO estimates can be produced, saved and trans-
ported hereunder during such quarter in accordance
with good gas industry practice. JOCO shall endeavour
to produce each quarter the forecast quantity. The
Gas shall be handled according to Government  Regula-
tions, by JOCO in which said Gas shall be metered or
otherwise measured for royalty, and the other purposes
required by this Amendment.

27.10.5 GONTRACTOR shall have the right if it so wishes to
separately take and dispose of all of the Gas to which
it is entitled as is determined in accordance with para-
graphs 27.10.1 and 27.10.2 of this amendment subject
to payment of sums due to EGPC under paragraph 27.10.
CONTRACTOR shall have the right to retain abroad al!
funds acquired by it abroad including the proceeds fron:

the sales of gas exported.

27.10.6 At u reasonable time prior to the Initial Commercial
production EGPC and CONTRACTOR. shall meet and
agree upon a procedure for scheduling tanker lifting from
the agreed upon point of export.
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11 |DOWNSTREAM FACILITIES

In order to obtain neccssary financing for the construction
of Gas Downstream Facilities, the Parties hereto agree as

follows:

(a) EGPQC shall obtain its share of the LNG,Gas Products
and Gas Derivatives at the outlet of the Downstream
Faciliies on the understanding that ail Gas pro-
duced under this Agrecement, except for Gas required

- for internal use lor operations, and further except
for Gas surrendered or dedicated to EGPC under the
provisions of paragraplh 27. 3 herein, shall be commit-
ted to such Gas Downstream Facilities including
any royalties the GOVERNMENT ‘elects 1o take in

"kind. GCONTRACTOR shall indemnify and keep
harmless EGPC from any acticn or procedure against
the share of Gas 1n the Downstrecam Facilities to which

EGPC will be entitled at any given time.

b} Any period of interru ption of the flow ot Gas to the
Downstream Facilines, due to any AR.E. Govern-
ment act shall, within the purpose of this paragraph
27.11 be added to the tern1 of this Concession Agrec-

ment or extension thereof.

‘c) Fifty percent (509%; of all interest paid by CONTR-
ACTOR for financing the construction of the Downst-
ream Facilitiesshali be treated as Operating Expenses

and recovered in accordance with the provisions ot
paragraph 27.10 herein; such interest not exceeding

the rate for prime customers plus an additional one
percent (1°,) over such rate.

The remaining Ofty percent (509,) of all interest paid
by CONTRACTOR for the financing of the Down-
stream Facilities shall not be recoverable and shall

be borne by CONTRACTOR.
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(d) Al interest accrued and paid under this article shall
not besublect (0 any ALR.E. internal taxes

whatsoever

GAS RECYCLING FROJECT

In cese CONTRACTOR, after having fulfilled its coni-
ributicn to the National Gas Reserves, considers a Gas
Recyching Project (namely the production of Natural Gas
hiquids} from one or more gas reservoirs,by recychng the
reservoir gas, and the export of such Natural Gas Liquids
from the A.R.E. feasible. CONTRACTOR shall undertake
through SIPETCO such Gas Recycling Project by giving
written notice to this cffect te EGPC at any ume during
the Gas Export Project Feasibility Study Period. Proiided

that:

(a) The volume of the Gas Reserves discovered 1n each
field 1n the area shall be assessed and certified by
evidencing the amount of Natural Gas Liquids wkich
forms part of such volume. The remainder is her-

etnaiter called Lean Gas;

(b)) Any Gas recycling project shall not involve those
portions of Natural Gas Liquids included in the
Gas reserves already surrendered to EGPC for the
National Gas Reserves unless otherwise approved by
EGPC. IN case of such approval specific arrange-
ments shall be entered into betwzen EGPC and

CONTRACTOR.

) Upon CONTRACTOR giving written notice of
its intention to go ahead with a Gas Recycling Proj-
ect, CONTRACTOR shall have through SIPETCQO
the obligation to establish commercial production of
regular shipments of Natura! Gas Liquids within
four (4) vears from such notice otherwise EGPC
<hall have the right to entrust such project to any
other contractor and Contractor shall lose its rights

to such recvcling project.
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A twenty (20} vears (as Development Lease 1n-
respect of the reservoir or reservoirs contributing to
the Gas Recvcling Project shall automatically come
into existence. starting from the date of said notice.

This twenty (20) year period may be renewed for an
additional period of ten (10) years at the option of
CONTRACTOR upon six (6) months writien no-
tice to EGPC prior to the expiration of such twenty

(20) year period.

BONUSES

(a)

o)

(¢)

L

CONTRACTOR shall pay to EGPC the sum of
two million { 2 x 10%) U.L. Dollars as an Export
Gas Production Bouns when the average daily exp-
ort of gas prodaced from the Areca hrst reaches the
rate of ten million (10 x 108, SCM of gas per day

“for a period of thirty {30} consecutive producing days.

Payment will be made within - 15} days there-
after.

CONTRACTOR shallalso pay to EGPC the addition-
al sum of three (3) million U.S. Dollars as an Export
Gas Production Bouns when the average daily
export of Gas produced from the Area first reaches
the'rate”of twenty million ( 20 x 10%) SCM of gas tor
a period of thirty (30) consecutive producmg days.
Payment will be made within fiftcen (15) days there-

after.

The aforesaid Gas Export Bonuses shall in"no event
be recovered nor amortized by CONTRACTOR.
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27.14 EXPLORATION OBLIGATION

To obtain the conditions given in this amendment the
CONTRACTOR agrees to spend the original obligation
of Twenty Three Million ( 23x108) U.S. Dollars during
the four (4) vear Initial Exploration Peried that expires
on 27th December 1983. - CONTRACTOR shall drill

during such period three (3) wells.

CONTRACTOR agrees to spend the original obligation
of Twenty Five million. (25 x 108) U.S. Dollars during the
two year second exploration period. CONTRACGCTOR

shall drill during such period two (2) wells.

- CONTRACTOR agrees tre:.spend the driginal obligation
of Thirty Five million (35 x 10%) U.S. Dollars during
the two year third exploration period. CONTRACTOR

shall drill during such period two (2) wells.

All other provisions of Article (4) of the Concession Agre-
ement will remain as they are in the original Concession

Agreement.

27.15 GENERAL

The headings of titles of each of the Articles to this Amend-
ment are solely for the convenience of the parties hereto

and shall pot be used with respect to the interpretation
or construction of said Articles.

27.16 } DOCUMENT PRIORITY

The provisions of this Amendment shall supersede any
conflicting provisions of the Concession Agreement to the
extent and only to the extent, of the conflict, and the
amendecd provisions shall only take effect to the extent that
the conflict is resolved, otherwise all provisions of the
Concession Agreement shall remain in full force and
effect as provided for in the unamended form of the

Concession Agreement.
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27.17 GONDITIONS PRECEDENT TO AMENDMENT

This Amendment shall be subject to the issuance of a law

by the competent authorities of the A.R.E. authonzing
the Minister of Petroleum to sign said Amendment and
giving this Amendment in the manner hercinabove set
forth the full force and effect of law notwithstanding any
countervailing governmental enactment, inciuding, but
not limited to Law No. 62 of 1979 and Law No. 66 of 1933,
as amended, and this Amendment is signed by the Govern-
ment, EGPC and SHELL.

In WITNESS WHEREOF, the Parties have caused this
Amendment to be duly executed by their authorized
representatives as of the date and year first written above.

ARAB REPUBLIC OF EGYPT

BY :

EGYPTIAN GENERALPETOLEUM CORPORATION
BY :

SHELL WINNING N.V.

BY :

SHFLL SITRA ERDOLAUFSUCHUNGS UND
GEWINNUNGS-GESELLSCHAFT M.B.H

BY -
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ARTICLE 27

AMENDMENT
SITRA CONCESSION AGREEMENT
ANNEX I

FUNCTION AND FORMATION
OF

JOINT OPERATING COMPANY (JOCO)

|  NAME AND FORMATION OF THE COMPANY

The name of Company shall be Joint Operating Company,
abbreviated as JOCO. It will be formed as a joint stock
company having the nationality of the ARAB REPUBLIC OF

EGYPT, with an authorized capital divided in shares of
common stock, having equal voting rights, fully paid up and
non- assessable

7. FUNCTION OF JOCO

The object of JOCO shall be to act as an agency through
which EGPC and CONTRACTOR together with, as the case
may be, all the Member Companies which are involved in
the Gas Export Project as Early Producer Contractors, carry
out all the operations necessary to collect the Gas from the
Area, together with, as the case may be, Gas from other
Concession Areas, at the Gas Delivery Point (s). In furtherance
of such object, JOCO shall provide for the design, comstruction,
and the operation of the common Downstream Facilities to
deliver such Gas at the Gas Expert point (s).

JOCO shall keep account of all costs, expenses and expendi-
tures for such operations and shall not engage In -anv business

or undertake any activity bevond its object
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EGPC’s PARTICIPATION

In case EGPC’s Gas reserves committed to the Gas Export

Project are fifty percent (50Y%) or less of all the Gas reserves
committed to such project, EGPC shall hold and own, through-

out the life of JOCO, fifty percent (50%,) of the stock capital.
In case the (Gas Reserves contributed by EGPC exceed Gfty

percent (50%) of all the Gas Reserves committed to the Gas
Export Project, then the share holding percentage of EGPC
shall be 1p proportion to the reserves so contributed.

OTHER S8 AREHOLDERS

The shares to which EGPC s not entnled shall be divided
among the other shareholders. Each of such shareholders
shall pav for, hold and own a proportion of said shares equal
to the proportion that the amount of Gas Reserves committed
by such sharchelder to the Gas Export Project bears to the total
Gas Reserves dedicated to such prﬁjcct by all such shareholders

excluding EGPC

BOARD OF DIRECTORS

EGPC shall have the right to appoint 50 percent of the Member
of the Board of Joco Directors and the other shareholders shall
appoint the remam 3Q%,. The voting procedure will be esta-
blished in the Charter ; provided however that the taking of
any decision by thc Board shall require the affirmatve vote
of the Dircctors representing more than seventy-five percent
'759,) of the share capital, The approval of capital budget
and expenditurcs up to the date of the Initial Commer-
cial production shall require the athrmative vote of Directors
representing  eighty percent (809%,) of the share capital.
However, no deciston of the Board for expenditures exceeding

not 1ncluded n the approved budgetﬁ ci JOCO shall be

Qr

binding unless and unul raufied by the shareholders,
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6 TITLE TO. ASSETS

JOCO shall not own any righ, title, interests or estate in any
of the gas produced from any concession area or in any of the
assets, equipment or other property obtained or used 1n conne-
ction therewith. JOCO shall not make any profit from any
source Whatever.:

7. GAS DELIVERY

Each sharcholder shall deliver in kind through JOCO, at
the Gas Export Point (s), an amount of Gas, Gas Products

and or Gas Derivatives in proportion to the current rate at
which the Gas is delivered to the Export Project by such

shareholder, due consideration being paid to gas composi-
tion. Recovery of costs and expenses, and production sharing
of such gas shall be governed, foreach shareholder by the terms

of the relevant concession agreement and related accounting

procedure.

§. «JOCO” is entitled to enjoy all privileges mentionad in
Article (12) of the original Concession Agreement
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