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AMENDMENT OF
CONCESSION AGREEMENTS FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWELEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

| AND
SHELL WINNING N. V.
AND
SHELL SITRA ERDOELAUFSUCHUNGS
UND
GEW INNUNGSGESELLSCHAFT t:mbH
AND

SHELL BADR EL DIN ERDOELAUFSUCHUNGS
| UND

CEWINNUNGSGESELLSCHAFT GmbH
IN THE
SITRA AND BADR EL-DIN AREAS

" This Amendment made and entered into on this day seventh of April
1988, by and between the ARAB REPUBLIC OF EGYPT («A.R.E.»
01 the ¢« COVERNMENT), the EGYPTIAN GENERAL PETRO-
LEUM CORPORATION, a legal entity created by Law No. 167 of
1958 as amended («BEGPC») and QHELL WINNING N.V., a com-
" pany organized and existing under the laws of the Netherlands and
Shell Sitra ERDOELAUFSUCHUNGS UND GEW INNUNGSGES-
1LILSCHAFT  GmbH, a company organized and exisfing under the
laws of Austria and.Shell Badr ¥i-Din ERDOFLAUFSUCHUNGS
UND GEWINNUNGSGESELLSCHARL GmbH, a company organi-
,ed and existing under the laws ol Austria (all such companies hercin-
.{ter referred to collectively as «SHELL» or «CONTRACTOR> .
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WITNESSETH

VWHEREAS, the Parties have entered into two concession agree-
ments for Petroleum Exploration and Fxploitation, one of which con-
ccssions is authorized by Law No. 62 of the year 1979, and effective
December 27th, 1979 (hereinafter called the Sitra Concession) and the
other Concession is authorized by Law No. 99 of the year 1980, and
effective June 5th, 1980 (hereinafter called the Badr El-Din Conces-

sion), and both Concession Agreements hereinafter coliectively called
«the Concessionsy.

WHEREAS such Concessions have been amended with the Par-

ties’ agreements signed by virtue of Law No. 16 of the year 1984 (Badr
FEl-Din Amendment) and Law 17 of the year 1984 (Sitra Amendment),
The purpose of such amendments was to change the gas clauses ncor-
porated in such Conession Agreements,

WHEREAS, the Parties to the two Concessions have agreed to
develop new Gas clauses for the devclopment and production of Gas
from the parts of the areas covered by such Concessions and retaned
by CCONTRACTOR on the signature date of this Amendment exclud-
ing the Gas of Badr El-Din-1 development lease as acquired by EGPC
prior ta such date and which shall be at the free disposal of EGPC.

WHEREAS, - the Parties hereto agree that the amendments sign-
ed by virtue of Law No. 16 for the year 1984 and Law No. 17 for the

vear 1984 are entirely cancelled.

NOW, THEREFORE, THE Parties hereto agree that the Badr
F1-Din Concession Agreement and the Sitra Concession Agreement

‘the Concessions) hereby amended as follows :

1) The amendment of the Badr El-Din Concession Agreement sl-

oned by virtue of Law No. 16 for the year 198%, and the _amend—
ment to the Sitra Concession Agreement signed by virtue ot
[.aw No. 17 for the year 198% are entirely cancelled.

23 () Article T (b «i») of the quessims are c}eletcd in their entirely
and the following substituted therefor :
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«(i) With respect to the drilling, plugging, degpening side track-

ing, redrilling, completing, equipping of development wells,
the changing of the status of a well, andy.

(2) (b) Articles I (&) of the Concessions are deleted in their entirety
and the tollowing substituted therefor :

«(e) «GAS» 1s matural gas hoth associated and non-assoclated,
and all of its constituent elements produced from -any well
in the Area (other than Liquid Crude Oil) and all nonhy-
drocarbon substances therein. ‘Said term shall include Re-
sidue Gasy.

(2) {c) Articles I (T) through Ifo) in Badr El-Din Concession are renumi-
bered as Atticles 1 (g) through 1 (p) and Artioles T (f) threugh
[ (n) in Sitra Concession are renumbered as Articles 1 (g) threugh
I (o).

{2) (d) New Articles I (f) are added in the Concessions as follows :

¢«(f) «LPG» means liquified petroleum gas, which is a mixture
of, principally, butane and propane liquified by pressure
and temperatures .

{2) (¢) Articles I (h) of the Coencessions, as renumbered, are deleted 1n
their enirety and the following substituted therefor :

(h) (1) «Cemmercial Oil Well» means the first well on any
geological feature which after testing for a period of
not more than thirty (30) consecutive days where prac-
tical, -but fin any event in accordance with sound and
accepted industry production practices, and verified by
EGPC, is found to be capable of producing at the ave-
rage rate of not less than three thousand (3000) barrels
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of o1l per day (BOPD). The date of discovery of a

¢«Commerclal Oil Wells 1s the date on which such well

1s completed and tested according to the above

(2) «Commercial Gas Well» means the first well on any
geological teature which after testing for a period of
not more than thirty(30) consecutive days where prac-
tical, but in any event in accordance with sound and
accepted mdustry production practices and verified by

"EGPC, is found to be capable of producing at the ave-
rage rate of not less than ten (10) milkon standard cubic
feet of Gas per day (MMSCFD). The date of discovery
of a «Commercial Gas Welly is the date on which such

well is completed and tested according to the above.

(3;  The final sentence of Articles I1 of the Concessions are deleted

and the following substituted therefor :

cAnoex «F» is a map of the National Gas Pipeline Grid System
established by the Govemment showing the point of delivery

for Gas as agreed by the parties.

Annexes «Ay, ¢«B», «C», «D», «E» and «F» to this Agreement
are hereby made part hereof, and they shall be considered as

having equal force and effect with the provisions of this Agree-

ment.»
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(4) (a) Article I1I (b) of the Badr El-Din Concession is deleted in its
entirety and the ‘following substituted therefor -

«(b)  An initial exploration period of four (4) years shall start
from the: Effective Date (June 5ih, 1980). Three (3
Sueeessive Cxtensions to the inittal exploration period of
two (2) years €ach shall be granted to CONTRACTOR.
al its option upon ninety (90) days written notice to
EGPC prior to the expiry of the then current period
and subject only to its having fulfiffed its Obhqatl(ﬂn
hereunder for such carrent period.

CONTRACTOR undertakes to pay to EGPC a sign-a:
ture bonus of two {2) million U.S. Dollars at the time
when CONTRACTOR elects to enter the fourth (4th)
exploration period (the third «3rd» extension) and
undertakes to drill two (2) exploration wells during such
perfod outside the boundaries of any Development

Lease.

The Agreement shall be terminated if neither a Gom-
mercial Oil Discovery nor a. Commercial Gas Discovery
is established by the end of the tenth (10th) year of
the exploration period or upon the completion of drilling
and. testing of any well actually drilfing or testing at
the end of the tenth (10th) year exploration period but

shall not exceed this period by more than six (6) months.

" The election by EGPC to undertake a sole risk venture
under paragraph (c) immediately hereafter shall not €x-

tend the exploration period nor affect the termination
“of this Agreement as to CONTRACTOR».



VA e 203X A (Eh) 0 sl - 5 ) ) ¢

——

O"L""‘"‘f.-’ JAL(JL | FWI S E WP ‘_,-Ja (--’2 — ¢
b b e

Ol g (32 GJT e Condl d_J, o 53 I (u) p
Jslal] =3 (ava S Tv) ob_~Ji o8 o sl
(V)obiw Lgie IS 5 LS4 ol 3 d) s Ma o5l
PN Gror i Sl o gy o) L] S sl el
vly 5y L2 AISEE gl Ao, sy PR (h)_.
o ;A QW e A3Y) si_a & el o paill g
Sl o 11 ASEY iy ! P SRR N |
SLS) 5 gy LY o DT e sl Sl LS
voeemdl S5 e (A) Wl 41, &t Sl (g, b

J_’IE.U _’l:.il e "J:A'JI b-:\.__b - -;-’ﬁ L.:l-'""' (_;T ulf-l

-

o M Led @b LY, i) Slde 0,8 5 6y
G A Y e a5 () Lt ) ol
(2) S0 oy ¢ B0l il W Loy oLl Ly
AL R X T Codl s 8 e 5 sl b bad 3s 1t

v Dalicd LIl il i

e ool g sl ot (=) WU sl JATL s (=) ()
ot b

c Sol Ly (z)



VO VAAN Q8 Y (3 {CL) 0 donl — tanns it B 26

——

-

e

(4) {(b) Article III (b} of the Sitra Concession 1s deleted in its entirety
and the following substituted theretor :

«(b) An initial exploration period of four (%) y€ars shall
start from the Effective Date (December 27, 1979).
Two (2) successive extensions to the initial exploration:
period of two (2} years each shall be granted to CON-
TRACTOR at its option, upon not less than thurty
(30) days prior written notice to EGPG and subject only
to its having fulfilled its obligations hereunder for such
current period. This Agreement shall be terminated if
no Commerical Qil Discovery is established or no notice
of Commercial Gas Discovery is given by the end of
the eighth (8th) year of the exploration period.

However, such period may be extended at CONTRA.-
CTOR’s option for up to six (6) months to enable the
completion of drilling and testing of any well actually
drilling or testing at the end of the eighth (8) year ex-
ploration period. The election by EGPC to undertake
a sole risk venture under paragraph (c) immediately
hereafter shall not extend the exploration period nor
affect the termination of this Agreement as to CON-

TRACTOR.

(4) (c) Articles 111 (c) of the Concesslons are deleted in their entirety
and the following substituted theretor :

«(c) Commercial Discovery».

(1) A Commercial Discovery - whether of Qil or Gas - may
consist of one producing reservoir or a group of produc-
ing reservoirs which is worthy of being developed com-
mercially. After discovery of a Commercial Oil or Gas
Well CONTRACTOR shall, unless otherwise agreed
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upon, undertake as part of its Exploration program the
appraisal of the discovery by drilling one or more app-
ralsal wells, to determine whether such discovery 1is
worthy of being developed commercially, taking into
oonsideration  the recoverable reserves, production,
pipeline and terminal facilities required, estimated Pet-

roleum prices, and all other relevant technical and eco-
fomic factors,

(if) The provisions laid down herein postulate the unity and

(111

indtvisibility of the concepts of Commercial Discovery
and Development Lease. They shall apply uniformly
to O11 and Gas unless otherwise specified.
CONTRACTOR shall glve notice of g COIHniel*cia]
Discovery to EGPC immediate}y after the discovery is
considered by CONTRACTOR to be worthy of com-
mercial development but in any event with respect to
a Commercial ‘Of Well net later than the completion
of the second exploration appraisal well, or twelve (12)
months following the date of the Commercial O1l Well,
whichever is earlier, or with res pect to a Commercial
Gas Well not later than twendy-tour (24) manths fol-
lowing the date of the discovery of the Commercial
Gas Well {unless EGPC agrees that such pertod may
be extended), except that CONTRACTOR shall also
have the right to give such notice of Commercial Dis-

covery ‘with yespect to any reservoir or reservoirs even
1f the well or wells thereon are not «Commercialy

within the definition of «Commercial Welly i, in ifs

Opinion, a reservoir or a group of reservoirs, considered

collectively, could be worthy of commercial develop-
ment

CONTRACTQR 1nay also give a notice of Gommercial

Oil Discovery in the event it wishes to undertake 2
Gas Recycling Project.

A notice -of ‘Commercial Gas Discovery shall contam

all datailed particulars wof the -discovery and especially

the area of Gas Reserves, the estimated production po-

‘tential and profile wnd fiéld life.
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Iollowing receipt of a notice of a Commercial Qil or
Gas Discovery, EGPC and CONTRACTOR shall meet
and review all appropriate data with a view to mutual-
ly agreelng upon the existence of a Commercical Dis-
covery. The date of Commercial Discovery shall be

the date EGPC and CONTRACTOR agree that a
Commercial Discovery exists.

(iv) If Grude Oil is discovered but is not deemed by CON-

TRACTOR to be a Gommercial Oil Discovery under
the above provisions of this paragraph (c), EGPC shall,
one (1) month after the expiration of the period speci-
fied above within which CONTRACTOR can give no-
tice of Commercial O1l Discovery, or cighteen (18)
months after the completion of a well not considered to
be a «Commercial Well» have the right, following sixty
(60) days notice in writing to CONTRACTOR, at its
sole cost, risk and expense, to develop, produce and
dispose of all Crude Oil from the geological feature on
which the well has been drilled. Said notice shall state
the specific area covering said geological teature to be
developed, the wells to be drilled, the production fac-
ilities to be installed and EGPC’s estimated cost thereof.
Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop
such area as provided for in the case of commercial dis-
covery hereunder. In such event all terms of this
Agreement shall continue to apply to the specified area.

If CONTRACTOR elects not to develop such area,
the specific area covering said geological feature shall
be set aside for sole risk operations by EGPG. In
the event operating company (defined in Article VI
below) has come into existence EGPC shall be ?ntltled
to have Operating Company perform such operations for
it at EGPC’s sole cost, risk and expenses. When EGPC
has recovered from the crude oil produced from such
specific area a quantity of crude oil equal in }ralue {o
three hundred (300) percent of the costs 1t has incurred

CONTRACTOR shall have the option, only in the
event there has been a separate Commercial Discovery
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to :sl}a-re In further dewﬂ(}pment and production of that
specific ar¢a upon paying EGPC ene hundred (100) per-
cent of such costs incurred by EGPC.

Such ong hundred (100) percent payment shall not be
recovered by CONTRACGTOR. Immediately following
such. payment the specific area shall either (i) revert to
the status of an ordinary development lease: under this
Agreement and thereafter shall be opérated in accor-
dance with the terms hereof; or (i) altematively, in the:
event that at such time EGPC or its affiliated company
Is conducting the' development operations in the area
at its sole- expense and EGPGC elects to continue operat-
Ing, the area shall remain set a side and CONTRAC-
T'OR shall enly be entitled to.its production sharing per-
centage of the Crude Oil as specified in Article VII (b)
below. The sole risk Crude Oil shall be valued in the
manner provided in paragraph (c) of Article VII. 1In
the event. of any termination of this Agreement under

~the provisions. of. Article LIT {b) above this agreement
shall, however, continue to apply to EGPC’s operation
of any sole risk venture hereunder although such Agree-
ment shall have been. terminated with respect. to CON-
TRACTOR pursuant to the provisions of said parag:
raph IIT (b) above. -

(4) (d) Articles III (d) of the Concessions are deleted in their entiwrety
and the following substituted therefor. '

¢(d) Conversion to a Develepment Lease.

(i). Following 2 Commercial Oil Discovery or a Commercial
Gas Discovery the extent of the whole area capable of
production to be covered. by a. Development Lease. shalll
be mutually agreed upon. by EGPC. and CONTRAC-
TOR and be subject to the approval of the Minister of
Petroleum and Mineral Resources. Such area shall be
converted automatically into a Development bease with-
out. the: issuance of any additional legal instrument. or
permission. The date of a Development Lease shall be
the date the Minister of Petroleum and: Mirreral Res-

 qufces gives such. apprevalk
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(ii) Following the conversion of an area to a Development

Lease based on a Commercial Gas Discovery (or upon
the discovery of Gas in a Development Lease granteg
following a Commercial Oil Discovery) EGPC shall
make efforts to find adequate local markets capable of
absorbing the production of Gas and shall advise CON .
TRACTOR of the potential outlets for such Gas, and™
the expected annual schedule of demand. Thereafter,
EGPC and CONTRACTOR shall meet with a view to
assessing whether the outlets for such Gas and othey
relevant factors warrant the development and produc-
tion of the Gas and in case of agreement the Gas shali
be disposed of to EGPC under a Jong-term Sales Agiee-
ment in accordance with and subject to the conditions
set forth in Article VII below.» |

. (iii) The development period of each Development Lease

shall be as follows :

(aa) In respect of a Commercial Oil Discovery, twenty (20

vears from the date of such Commercital Discovery
plus the Optional Extension Period (as defined below).
It is understood and agreed upon that, in the event that,
subsequent to the conversion of a Commercial Ol Dis-

covery into a Development Lease, Gas is discovered in
the same Development Lease and is used or Is capable
of being used locally or for export hereunder, the pericd
of the Development Lease with respect to Oil, Gas,
LPG extracted from such Gas and Crude Oil m the
form of Condensate produced with such Gas shall not
be extended for more than the original period of the
Development Lease based on a Commercial Oil Dis-
covery and as originally granted (plus the optional €x-
tension period). Contractor shall immediately notily
EGPC of such Gas discovery but shall not be required

to apply for a new Development Lease in 1espect .Of

such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20)

years from the date of such Commercial Discavery plus
the Optional Extension Period (as defined below). 1t
is understood and agreed upon that if subsequent to the
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(4) ‘e) Articles IIT (¢) and I (f) of the Concessions arg renumbered as

conversion of a Commercial Gas Discovery into a Deve:

lopment Iease, Crude Oil is discovered in the same

Development. Lease, CONTRACTOR's share of such

Crade Oil from such Development Lease (including

IL.PG extracted from Gas or Crude Oiliin- the torm of
Condensate produced with (Gas) and Gas assoclated with

such Crude Oil shall revert entirely to EGPC upen the
lapse of the twenty (20) years from the date of the .

Commercial Gas Discovery, plus the Optional Extension
Period (as defined below).

CONTRACTOR shall immediately notify EGPG of
such Oil Discovery but shall not be required to apply
for a new Development Lease in respect of such Crude

Oil.

The: «Optional Extension. Period» shall mean a petiod
of ten (10) years which may be elected by CONTRAC-

"~ TOR upen-six-(6) months written notice to EGPC. prioi

to.the expiry. of the relevant twenty (20) year periedy .

Articles TIT (f) and I (g).

(4) (f) New Articles. IIIl(e.) are added in the Concessions.as follows. .

«()

Development operations shall upon the: conversion into
a Development. Lease grantel: following. a Commercial
Oil Discovery be started promptly by Operating Com-
pany. and be conducted-mn accordanag: with-good oil field
practices and acce]g_te-!d Qeltl“()].ellﬁ"t en-gine:e”ring pl‘inci{
ples, until the field is considered to be fully developed,
it Being understood that:if asseciated gas is not utilized,
RGPC.and CONFRACTOR. shall negotiate in good

1
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taith on the best way to avoid imparring the productiop
in the mterests of the parties.

In the event that no Commercial Production of Petro.-
leum is established in any one or the blocks In which 3
Commercial' Discovery is made within taree and one

halt (3 1/2) years from the date of such Commercia]

Discovery such block shall be surrendered, unless other-
wise agreed upon by the Minister of Petroleum and
Mineral Resources; provided that each Development
Block in a Development Lease being partly within the
radius of drainage of any producing well in such Deve

lopment Lease shall be considered as participating in
the Commercial Production referred to above.

(4) (g) The word Petroleum is substitute tor the word «Crude Qil,
where they appear in Article IT1 (g} of the Concessions ; as re-

numbered.

(4) (h) Notwithstanding anything to the contrary under the Provisions
of the Concessions (Badr El-Din Contession and Sitra Conces.
sion) as amended and by way of exception from certain provi-
sions of such Concessions, it is agreed between the parties to this
Amendment on the following :

- (i) The three and one half (3 1/2) year period required for
' the commerial production of Petroleum from Badr El-

Dm-3 development lease as referred to under the new
Article IT1 (e) of the Badr El-Din Concession shall be

extended to the effest that such production of Petroleum
shall be realized before December 31, 1990.

(1) The three and one half vear (3 1/2) pertod required for
the commercial production of petroleum from Sitra de-
velopment lease as referred to above under the new

Article 11T (e) of the Sitra Concession shall be extended
to the effect that such production of Petroleum shall
he reatized before December, 1990.

L

A
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(i) All the Gas produced from Badr El Din-1 developrognt
lease, whether produced before the signature date of
thas Amendment or after, shall be the property of
EGPLG and shall be at its free disposal.

(D) The final paragraph of Articles IV (b) of the Conces-
sions is deleted in ifs entirety and the following substitu-
ted therefor '

«Without prejudice to Article 111 (b), in case neither
a Commercial O1l Discovery nor a Commercial Gas Dis-
covery is €stablished by the end of the last exploration

- period, or mn case GONTRACTOR surrenders its ex-
ploration obligations under this Agreement prior to such
time, EGPC shall not hear any of aforesaid expeunses
spent by CONTRACTOR .»

') (a) Article V of the Badr El-Din Concession is deleted in its entirety
and the following substituted thercfor :

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

@) Mandaiory :
At the end of the fourth (4th) year after the Effective Date
_ hereof, CONTRACTOR shail relinquish to the GOVERN-
- MENT ‘a total of twenty. Tive {25) percent of the original Area
not then converted $o a Development Lease or leases. -

At the end-of ¢h{, sixth (6¢h) year after:-the Eiffﬁctwa Datc hereef,

CONTRACTOR shall relinquish an additional twenty five (25)
percent of the original Area not then converted to a Develop-

mend Lease or 1.eases.
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At the end of the eighth (8th) vear after the Lifcclive Date
hereof, CONTRACTOR shall relinquish an additional twenty
five (25) percent of the original Area not then converted nto

a Development Lease or Leases.

In all above cases such relinquishments shall be in units of whole
Exploration Blocks or parts of Exploration Blocks not conver-
ted to Development Leases so as to enable the relinguishment

requirements to be precisely fulfilled.

Without prejudice to Articles 11T and XXII and the last para-
graph of this Article V (a), at the end of the tenth (10th) year of
the exploration period, CONTRACTOR shall relinquish the

remainder of the original Area not then converted to a Develop-

ment Lease or Leases.

It is understood that at the time of any relinquishment the areas
to be converted to Development Leases and 'which are submit-
ted to the Minister of Petroleum and Mineral Resources for his

approval, according to Article ITT {(d) shall, subject to such

approval, be deemed converted to Development Leases.

Nothing 1n this Agreement shall be construed as requiring CON-
TRACOR to relinquish any Exploration Block or Blocks on

."which a Commercial Oif or Gas W e!l is discovered hefore the

period of time referred to in Article TIT (c) of this Agreement
given to CONTRACTOR to determine whether such Well is

a Commercial Discovery worthy of development.
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(b) Voluntary :

CONTRACTOR may, voluntarily, during any period relinquish
all or any part of the Area in Blocks provided that at the time
of such voluntary relinquishment its financial obligations tor ex-

ploration expenditure under Article IV (b) have been satisfied
for such pertod

Any relinquishments hereunder shall be credited toward the
mandatory provisions of Article V (a).

Following Commerical Discovery, EGPC and CONTRAC-
TOR shall mutually agree upon any area to be relinquished
thereafter, except for the relinquishment provided for above at
the end of the total exploration period».

(6) (b) Article V of the Sitra Concession is deleted in its sentirety and
the following substituted therefor :

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

(a) Mandatory :

At the end of the fourth (4th) year after the Effective Date
hereof, CONTRACTOR shall relinquish to the GOVERN-
MENT a total of twenty five (25) percent of the orlginal Area
not then converted to a Development Lease or Leases.

At the end of the sixth (6th) year after the Effective Date
hereof, CONTRACTOR shall relinquish an additional twenty

five (25) percent of the original Area not then converted to a
Development [.€as€ or Leases.

In all above cases such relinquishments shall be in units of
whole Exploration Blocks or parts of Eploration Blocks not con-
verted to Development Leases so as to enable the relinquishment
requirements to be precisely fulfilled.
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Without prejudice to Articles IIT and XXII and the last para-
graph of this Article V (a), at the end of the last exploration
period, CONTRACTOR shall relinquish the remainder of the

original Area not then converted to a Development Lease or

Leases.

It is understood that at the time of any relinquishment the areas
to be converted to Development Leases aﬁd which are submitted
to the Minister of Petroleum and Mineral Resources for his
approval, according to Article III (d) shall, subject to such

approval, be deemed converted to Development Leases.

Nothing in this Agreement shall be construed as requiring CON-
TRACTOR to relinquish any Exploration Block or Blocks on
which a Commercial Oil or Gas Well is discovered before the
period of time referred to in Article III (c) of this Agreement
given to CONTRACTOR to determine whether such Well 1s a

Commercial Discovery worthy of development.

(b) Voluntary :

CONTRACTOR may, voluntarily, during any period relinquish
all or any part of the Area in Blocks provided that at the time
of such voluntary relinquishment its financial obligations for €x-

ploration expenditure under Article IV (b) have been satistied

for such period.

Any relinquishments hereunder shall be credited toward the
mandatory provisions of Article V (a).
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Following Commercial Discovery, EGPC and CONTRACTOR

shall mutually agree upon any area to be relinquished thereafter,

except for the relinquishment provided for above at the end of
the total exploration period.»

(7) New paragraph (f) shall be added to Article VI of the Badr El-
Din Concession as follows :

(f) The Badr Petroleum Corapany ( ¢BAPETCO>») i herebv autho.
rized - subject to agreement of EGPC and Contractor. and for
so long as they agree - to act as sub-Contractor of Contractor
and /or the Operatise Company under the Sitra Agreement or
any other Concession Agreement to which Contractor is 2 partv.
to carry out the exploration and/or development and/or exploi-
tation operations required by and in accordance with the pro-
visions of the relevant Concession Agreement.

Overhead and other charges and payroll of personnel encaced
in activity for more than one Concession Agreement shall be
allocated on the basis of periodic time studies or upon such
other basis or bases as EGPC and the concerned party or parties

may argece.

(8  Articles VIT of the Concessions are deleted and the following
substituted therefor :

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(a) (1) Cost Recovery Petroleum :

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover all costs and expenses in re-
spect of all the exploration, development and related
operations under this Agreement to. the extent and out
of forty (40) percent quarterly of all Petroleum produced
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and saved from all Development Ieases within the Areqg

hereunder and not used in Petroleum operations.  Such Pet-

roleurn is hereinafter referred to as «Cost Recovery Petro-
leumy.

For all Exploration, Development and Production bere
under, such costs and expenses shall be recovered from |

Cost Recovery Petroleum in the following manner :

All Operating Expenses, Incurred after 1nitlal Commercial
Production, which for the purposes of this Agreement shall
mean the date on which the first regular shipment of Grude
Oil or the first deliveries of Gas are made, shall be recove-
rable either in the Tax Year in which such costs and expenses
are ‘ncurred and paid or the Tax Year in which initial Com-
mercial Production occurs, whichever is the later date.

(ii) Exploration Expenditures including those accumulated prior

to the commencement of initial Commercial Producticn,
which for the purposes of this Agreement shall mean the
date on which the first regular shipment of Crude Oil or
the first deliveries of Gas are made, shall be recoverable 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 Tax Year in which initial Commercial Produc-
tion commences, whichever is the later date.

(iii) Development Expenditures, including those accumulated

prior to the ccmmencement of nit’al Commercial Produc-
tion as defined above shall be recoverable at the rate of
twenty (20) percent per annum starting in the Tax Year In
which such expenditures are incurred and paid or the Tax
Year in which initial Commercial Production commences,
whichever 15 the later date.

(iv) To the extent that, In a Tax Year, costs, expenses or expén:

ditures recoverable per paragraphs (i), (i) and (1i1) preceding
exceed the value of all Cost Recovery Petroleum for such ‘T'ax
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Year, the excess shall be carried forward for recovery 1n the
next succeeding Tax Year or Years until fully recovered,

but in no case after the termination of this Agreement, as to

CONTRACTOR.

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.

(2) «Development Expendituresy shall mean all costs and €xpenses

for Development with the exception of Operating Expenses.

(3) «Operating Expensesy shall mean all costs, expenses and €x-
penditures made after initial CGommercial Production, which

costs, expenses and expenditures are not normally depreciable.

However operating expenses shall include workover, repair and
inaintenance of assets but shall not include any of the following : side

tracking; redrilling and changing of the status of a well, replacement

of assets or part of an asset, additions, improvements, renewals or ma-

jor 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 (oné fourth to

each quarter). However, any recoverable costs and €xpen-

<es not recovered in one quarter, as thus allocated, shall be

carried forward for recovery in the next quarter.
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(2} Except as provided in sub-paragraph (a) (3) below of this Arti-

(3)

cle VII, CONTRACTOR shall each quarter be entitled to and
own all Cost Recovery Petroleum, which shall be taken ann
disposed of in the manner determined pursuant to Article V1I ()
Lo the extent that the value of all Cost Recovery Petroleum (as
determmined in subparagraph (c) below) exceeds the actual re-
coverable costs and expenditures, including any carry forward
under parapgraph (a) (1) (vi) above, to be recovered in that
quarter, the value of EGPC’s share of such Lxcess Cost Recovery
Petroleum shall be paid by CONTRACTOR to EGPC in the
manner set forth in Article IV of the Accounting Procedure
contained in Annex «<E». EGPC and CONTRACTOR shall

share the Excess Cost Recovery Petroleum in the percentages
set forth in Article VII (b) (1) (iii) hereunder.

Nmety (90) days prior to the commencement of each year

EGPC shall be entitled to elect by notice in writing to CON-
FRAGIOR to require repayment of up to one hundred per cent

(100%) of EGPC’s share of Excess Cost Recovery Petroleum in
kind. Such repayment will be in Crude Oil from the Conces-
sion Area F.Q.B. export terminal or other agreed delivery point
provided that the amount of Crude Oil taken by EGPC in kind
In a quarter shall not exceed the value of Cost Recovery Crude
Oil actually taken and separately disposed of by CONTRAC-
TOR from the Concession Area durmg the previous quaster.
If EGPC’s entitlement to rxeeeive repayment of its share of
Excess Cost Recovery Petroleum is limited by the foregoing
provision, the balance of suuh entitlement shall be paid in cash.
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(6) Productiion Sharing :
- (1) The remaining sixty (60) percent of the Petroleum shall be
owned and divided between EGPC and CONTRACTOR accor.

ding to the following shares. Such shares shall be taken and
disposed of pursuant to Article VII (e) :

EGPC [{CONTRACTOR

Share Share
% 7o
Eighty Twenty

(1) Crude Oil | (20)
Crude Oil produced and (80)
saved under this Agreement '
and not used in Petroleum operations
Barrels per day (quarterly average).

(1) Gas Eighty 1
Gas and LPG produced (0) T‘E(;W
and saved under this
Agreement and not used in Petroleum
operations.

(1) Excess Cost Eighty Twenty
Recovery 80) (20)
Petroleum

(2) After the end of each contractual year during the term of any
Gas Sales Agreement entered into pursuant to Article VII (e),
EGPC and CONTRACTOR (as sellers) shall render to EGPC
(as buyer) a statement for an amount of Gas, if any equal to
the amount by which the quantity of Gas of which EGPC (as 1 .
buyer) has taken delivery falls below seventy-five percent (75%)
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of the contract quantities of Gas as established by the applicable
(sas Sales Agreement (the ¢Shortfally), provided the Gas is avai-
lable. ‘Within sixty (60) days of receipt of the statement, EGPC

{as buyer) shall pay EGPC and CONTRACTOR (as scllers)
tor the amount of the Shortfall, if any, The Shorifall shall be

included in EGPCs and CONTRACTOR’s entitlements to

(Gas pursuant to paragraphs {a) and (b) of this Article in the
fourth (4th) quarter of such contractual year.

Quantities of Gas not taken but fo be paid for shall be recorded
In a separate <Take-and-pay accolnts. Quantities of Gas
{(¢Make Up Gas») which are delivered in subsequant years in
excess of seventy-five percent {75%) of the Contract quantities
of Lxas as established by the applicable Gas Sales Agreement,

shall be set againd and reduce quantities of Gas in the «Take-

and-pay accounty to the extent thereof and, to that extent, no
payment shall be due in respect of such Gas. Such Make Up
Gas shall not be sacluded in CONTRACTOK's entatiements Lo
Gas pursuant fo paragraphs (a) and (b) of this Article, (GQIN-
TRACTOR shall have no zights to such Make Up (sas.

The peroentages set farth in Asticle VII {a) and this Arficle
VLI {b) in regpect of LPG produced frem a plant constructed
and operated by or on ‘behalf of EGPC and CONTRACTOR
shall apply to all LPG availabe for delivery.

[¢) Valuation of Petroleum :

(1)

Crude Ol :

(i) Tt is the intent of the parties that the value of the Cost
Recovery Grude Ol shall reflect the prewaiing market
price for Crude Qal. For the purpose of evaluating the
prevailing market value of the quantity of Cost Recovery
Crude Oil to which CONTRACTOR is entitled hereunder
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duri_ng each Calendar quarter, the weighted average price
realized for comparable quantities on comparable credit
terms in freely convertible currency from ¥. O. B. point
of export sales to non-affiliated companies during such
quarter at armslength by either EGPC or CONTRAG-
TOR under all Crude Oil sales contracts currently in
effect but excluding Crude Oil spot sales not consistent
with prevailing market prices for similar Crude Oil and
also excluding Crude Oil sales contracts involving barter,
whichever is higher, shall be used. It 1s understood that

in the case of C.LF. sales, appropriate deductions shall Le
made for transport and insurance charges to calculate the
F.O.B. point of export price; apd always taking into
account the appropriate adjustment for quality of Crude

Oil, freight advantage or disadvantage of port of loading
and other appropriate adjustments. Nevertheless, if

CONTRACTOR considers the value of the Cost Recovery
Curde Oil so determined not to reflect the market condt-
tions prevailing during the calendar quarter, CONTRAC-

TOR and EGPC shall meet and mutually agree upon the
price.

(i) If during any calendar quarter there are no such sales by

EGPC or CONTRACTOR under Crude Oil Sales Agree-
ment currently in efffect, EGPC and CONTRACTOR

shall meet and mutually agree upon the price of Crude Oil
to be used in determining the value mentioned In subpara-
eraph (c) (1) (i) above. Pending such mutual agrreement
the price used shall be the last price determined pursuant
to sub-paragraph (c) (1) (i) or under this sub-paragraph
(c) (1) (ii) whichever is later, and appropriate adjustment
will be made thereto after determination of a mutually

agreed price by EGPC and CONTRACTOR.

7. Gas and LPG

(i) The Cost Recovery and Profit Shares of Gas subiect to =
Gas Sales Aereement between EGPC and CONTRAC-

TOR (as sellers) and EGPC (as buyer) entered into pur-
«uant to Article VIT (e) shall be valued according to the

following formula :
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PG - 0.85 I X H
39.69x 108

Where

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

F - a value in U.S. Dollar per metric ton of tuel ol
calcutated by referring to ¢Platt’s Oilgram Price
Report» during a month under the heading «Eur-
opcan Bulk Cargoes FOB Mediterranean Basis
italy» and averaging (a) thé sum of the mid-points
of the published low and high values for high sul-
phur fuel oil quoted during such month divided by
the number of days in such month for which such
values were quoted and (b) the sum of the mid-
points of the published low and high values for
low sulphur fuel oil quoted during such month
divided by the number of days in such month for

which such values were quoted.

H - the number of British Thermal Units (BTUs) per
thousand cubic feet {MCF) of Gas.

In the event that Platt’s Oilgram Price Report is issued on
certain days during a month but not on others, the value
of F shall be calculated using only those issues which are
published during such month. In the event that the value
of F cannot be determined because Platt’s Oilgram Price
Report 1s not published at all during a month, the Parties
<hall meet and agree the value of F by reference to other
published sources. In ihe event that there are no such

published sources or ¢ the value of F cannot be determined

pursuant to the foregoing for any other reason, the Parties
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shall meet and agree a value of F by reference to the ave-
rage of low and high sulphur content fuel oil delivered

FOB from the Mediterranean area.

Such valuation of Gas under a formula providing for a
fifteen (15) percent discount from the value of fuel oil is
based upon delivery at the delivery point specified in Arti-
cle VII (e) 2 (i) below, and is to enbale EGPC to finance
the portions of the pipeline distribution system to be pro-
vided by EGPC.

(i) The Cost Recovery and Profit Shares of LPG produced from a
plant constructed and operated by or on behalf of EGPC and
CONTRACTOR shall be separately valued for Propane and But-
ane at the outlet of such LPG plant according to the following for-
mula (unless otherwise agreed bétween EGPC and CONTRAC-

TOR) :
PLPG 95 PR 0.85 d )
= . — X U, Y
073 J 39.69 x 10°
Where
PLPG = LPG price (separately determined for Propane and
Butane) in U.S. Dollars per metric ton.
PR = the average over a period of a month of the figures

representing the mid-point between the high and
low prices in U.S. Dollars per metric ton quoted in

Platt’s LPGaswires during such month for Propane
and Butane FOB Ex-Ref/Stor. West Mediterra-

néamn.
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J = BTUs removed from the Gas Stream by the LPG
plant per ton of LPG produced.

1] = the same value as ¥ under sub-paragraph (i) above,

In the event that Platt’s LPGaswire is issued on certain days
during a month but not on others, the value of PR shall be

caleulated using only those issues which are published during
such month. In the event that the value of PR cannot be dete-

riined because Platt’s LPGaswire is not published at all during
a month, the Parties shall meet and agree: the value of PR by
reference to other published sources. In the eveat that there
are no such other published sources or iff the value of PR. canmot

be determined. pursuant to the foregoing for any other reason,

the Parties shall meet and agree the value of PR by reference
to the vakue of LPG (Prepane and Butane) dekvered FOB 1 rom
the Mediterranean Area.
Such valuation of LPG is based upon delivery at the delivery
point specified in Article VII (e} (2) (111) below.

(iliy The Prices of Gas and LPG so calculated shall apply during
the next succeeding meonth.

(iv) The Cost Recovery and Profit Share of Gas and LPG disposed
of by EGPC and Contractor other thar to EGRC pursuant to
Article VII (e) shall be valued at their actual reafized priees
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¢d) Forecasts

Ol?erating Company shall prepare (not less than ninety (90) days
prior (o the beginning of each calendar semester following regu-
lar production) and furnish in writing to CONTRACTOR and
EGPC a forecast setting out a total quantity of Petroleum that
Operating Company estimates can be produced, saved and tran-
sported hereunder during such calendar semesteér in accordance
with good oil and gas industry practices. Operating Company
shall endeavour to produce each calendar semester the fore-
cast quantity. The Crude Oil shall be run to storage tanks or
otishore loading tacilities constructed, maintained and operated
according to Government Regulations, by Operating Company
in which said Crude Qil shall be metéred or otherwise measu-
red for royalty, and the other purposes required by this Agree-
ment. Gas shall be handied by Operating Company in accor-
dance with the prowvisions of Article VII (e) below.

() Disposition of Petroleum

1. CONTRACTOR shall have the right and the obligation to

separately take and dispose of currently all of the Crude
Oil to which it is entitled under Article VII (a) and {(b).
Subject to payment of sums due EGPCG under Article VII
(a) (2) and Article IX, CONTRACTOR shall have the
right to retain abroad all tunds acquired by it abroad in-
cluding proceeds from the sale of its share of Crude Ol

exported.

9.  With respect to Gas and LPG Produced from the Area »

() Priority shall be given to meet the requirements of the
local market as determined by EGPC,

(i) In the event that EGPC is to be the buyer of Gas, the
disposition of Gas to the local markets as indicated
above shall be by virtue of long term Gas Sales Agreo-
ments to be entered into between EGPC and CON-
TRACTOR (as sellers) and EGPC (as buyer).
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EGPC and CONTRACTOR (as sellers) shall haye
the obligation to deliver Gas to the following poing
where such Gas shall be metered for sales, royalty,
and other purposes required by this Agreement :

(@) In the event no LPG Plant is constructed to process
such (as, at the delivery point agreed upon as shown
in Annex «F» hereto;

(b) in the event an LPG plant is constructed to DYOCCSS
such Gas, such gas shall be metered at the inlet to
such LPG Plant. However, ‘notwithstanding the fact
that the metering shall, take place at the LPG plant
inlet, EGPC and CONTRACTOR (as sellers) shall
through the Operating Company build a pipeline suwi-
table for iransport of the processed Gas from the LPG
Plant outlet to the pomt shown in Annex «I'» hereto.
Such pipeline shall be owned by EGPC, and its cost
shall be financed by CONTRACTOR pursuant 1o
Article VII of this Agreement.

(i) EGPC and CONTRACTOR shall consult together
to determine whether to build an LPG plant for re-
covering LPG from any Gas produced hercurxier. In
the event EGPC and CONTRACTOR decide to
build such a Plant or in the event such a Plant 1s con-
structed and operated by or on behalf of EGXG alone,
the Plant shall be in the vicinity of the delivery point
agreed upon as shown in Annex «F» hereto or as may
be agreed between EGPC and CONTRACTOR, pro-
vided that EGPC shall bear any addifional costs
associated with the pipeline if the agreed LPG Plant
location requires a pipeline route different from the
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one that would be used if there were no LPG Plant.
Delivery of LPG for royalty and other purposes
required by this Agreement shall be at the outlet of
the LPG Plant. The costs of any such LPG Plant
constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be financed by CON-
TRACTOR and recoverable in accordance with the
provisions of Article VII of this Agreement unlesg

EGPC agrees to accelerated recovery.

EGPC (as buyer) shall have the option to clect, by
ninety (90) days prior written notice to EGPC and

CONTRACTOR (as sellers), whether payment for the
Gas which is subject to a Sales Agreement be€tween

EGPC and CONTRACTOR (as sellers) and EGPC
(as buyer) and LPG produced from a plant construc-
ted and operated by or on behalf of EGPG and CON-
TRACTOR, as valued in accordance with Article V11
(c), and to which CONTRACTOR 1s entitled under
the provisions of Cost Recovery and Production Shar-
ing as stipulated 1n Artscle VII of this Agreement,
shall be made (1) in cash or (2) in kind.

Payments in cash shall be made by EGPC (as buyer)
at intervals provided for in the relevant Gas Sales
Agreement in U.S. Dollars remittable by CONTRAC-

TOR abroad.

Payments in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR is

entitled into equivalent barrels of Curde Qil to be

taken concurrently by CONTRACTOR from the
Area, or to the extent that such Crude Ol is insuffi-

cient Crude Oil from CONTRACTOR’s other Conces-
sion Areas or such other areas as may be agreed upon.
Such Crude Oil shall be added to the Crude O1il that
CONTRACTOR is otherwise entitled to hft under
this Agreement. Such equivalent barrels shall be
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(V1)

calculated on the basis of the provisions of the relevant

Concession Agreement relating to the valuation of

Cost Recovery Crude Oil or Cost Recovery Petro-
leum. a

*\L

Provided that :
aa) Payment of the value of Gas and LPG shall

always be made in cash in U.S. Dollars remittable
by CONTRACGTOR abroad to the extent that
there is insufficient Cude O1il available for con-
version as provided ffor above;

bb) Payment of the value of Gas and LPG shall
always be made mn kind as provided for above to

the extent that paymeénts in cash are not made
by EGPC,

Payments to CONTRACTOR (whether in cash
or kind), when related to CONTRACTOR’s
Cost Recovery Petroleum, shall be included in
CONTRACTOR’s Statement of Recovery of Cost
and of Cost Recovery Petroleumn referred to in
Article TV of Amnex «E» of this Agreement,

The proceeds of sale of CONTRACTOR’s share

of Gas and LPG disposed of pursuant to Article
VII (e) (2) may be freely remitted or retained

abroad by CONTRACTOR.

In the event EGPC and CONTRACTOR agree
to accept new Gas and LPG producers to joln in
an ongoing export project, such producers shall
have to contribute a fair and equitable share of

investment made.
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(f) Operations :

If following the reversion of any rights to Crude Oil hereunder,
CONTRACTOR retains rights to Gas in the same Development
Lease, or 1f, following surrender of rights to Gas hereunder, CON-
TRACTOR retains rights to Crude Oil in the same Development
Lease, operations to explore for or exploit the Petroleum, the
rights to which have reverted or been surrendered (Oil or Gas as

the case may be) may only be carried out by Operating Company
which shall act on behalf of EGPC alone, unless EGPC and

CONTRACTOR agrees otherwise.

(g) Tanker Scheduling :

At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree
upon a procedure for scheduling tanker liftings from the agreed

upon point of exporty.

(9) (a) Articles IX (d) of the Concessions are renumbered as Articles
IX (e).

(b) New Articles IX (d) of the Concessions are added, as
follows :
¢(d) Gas shall be taken into account for purposes of deter-

mining total average daily production from the Are€a

under Articles IX (c) by converting daily Gas delivered
into equivalent barrels of daily Crude Oil production fa
accordance with the following formula

MCF x H x (0.136 = equivalent barrels

of Crude Oil
Where
MCF = one thousand cubic feet of Gas
H = the number of British Thermal Units (BTUs) per

MCF
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«()

Articles X1 (a) of the Concessions are deleted and the follow-

ing subsituted therefor

Operating Company shall take all proper measures, accord-

ing to generally accepted methods in use in the oll and gas

industry to prevent loss or waste of petroleum above or under

the ground in any form during drilling, producing, gatherng,

and distributing or storage operations. The GOVERN-

MENT has the right to prevent any operation on any well
that it might reasonably expect would result In loss or damage

to the well or the oil or gas field.»

(11) (a) Articles XIX (a) of the Concessions are deleted and the

«(a)

(b)

following substituted therefor :

In case of national emergency due to war or imminent ex.

pectation of war or intemal causes, the GOVERNMENT
may requisition all or part of the production from the Area
obtaned hereunder and require Operating Company to in-

crease such production to the utmost possible maximum. The
GOVERNMENT may also requisition the oil or gas field

itself and, if necessary, related facilities.s

Articles XIX {c) of the Concessions are deleted and the
tollowing substituted therefor :

The requisition of production shall he ettected by Ministeria}

Order. Any requisition of an oil or gas field, or any related

tacilities shall be effected by a Presidential Decree duly
notified to EGPC and CONTRACTOR. »
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(12) Articles XXVII of the Concessions are entirely deleted.
Articles XXVIII and XXIX of the Concessions are renum-

bered as Articles XXVII and XXVIII.

(13) (a) The word «Petroleum>» is substituted for the words ¢Crude
Qily where they appear in Annexes «E», Articles IV (1) of
the Concesslons.

(b) Annexes «E», Articles IV (2) of the Concessions are deleted
and the following substituted therefor :

2. Settlement of Excess Cost Recovery Petroleum in Grude
Ol :

EGPC, having the right to take its entitlement to Excess
Cost Recovery Petroleum in the form of CGrude Oil
according to the terms of Article VII (a) (3) of this
Agrrement during the said Quarter, a settlement shall
be required with the rendition of such Statements In
case CONTRACTOR has taken more than its own €n-

titlement of such excess.»

(14) New Amnnexes (F) showing the national gas pipeline grid systém
and the agreed point of delivery for gas are added to the Conces-
sions as follows :

(MAP OF THE NATIONAL GAS PIPELINE GRID SYSTEM
ESTABLISHED BY THE A.R.E. GOVERNMENT SHOWING

(15) Except as specifically amended by this Amendment, the Con-
cessions shall continue In full force and effect in accordance with

(16) This Amendment shall not be binding on the parties hereto unless
and until a law is issued by the competent authorities of the A.R.E.

hister of Petroleum and Mineral Resources t(}_

sign this Amendment and giving it the full force and effect of

law, notwithstanding any countervailing gm:ernmental enactment,
nd this Amendment is signed by the Parti€s.
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THE ARAB REPUBLIC OF EGYPT
By
Date -

———

THE EGYPTIAN GENERAL
PETROLEUM CORPORATION

By

Date : - ———

SHELL WINNING N. V.
By :—
Date :

SHELL SITRA
ERDOELAUFSUCHUNGS UND
GEWINNUNGSGESELLSCHAFT GmbH

By
Date :

SHELL BADR EL DIN
ERDOELAUFSUCHUNGS UND
GEWINNUNGSGESELLSCHAFT GmbH

By
Date :+ ———
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