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AMENDMENT OF
CONCESSION AGREEMENT SIGNED BY VIRTUL
OF LAW No. 13 OF 1985
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND ,
AMOCO EGYPT OIL COMPANY
FOR PETROLEUM EXPLORATION |AND; EXPLOITATION]
IN
I THE (WEST, QARUN| AREA

This Am:ndm:nt made and entered into jon this
day of 198 . by aad bstween'the ARAB REPUBLIC

OF EGYPT (“A.R.E.”orthe “GOVERNMENT”) the EGYPTIAN GENERAL

PETROLEUM CORPORATION, a legal eatity created by Law No. 167 of 1958
as amended (“EGPC’’) and AMOCO EGYPT OIL COMPANY, a company
organized and existing under the laws of the State of Delaware, United Statcs

of Amecrica (“CONTRACTOR™).

WITNESSETH
WHEREAS, the Parties have enicred mto a Concession Agreement for

Petroleum Exploration and Exploitation, authorized by Iaw No. 13 of 1985,
and e ffective the Fifteenth day of July, 1985 (““Concession Agreement’’)

WHEREAS, EGPC has dsveloped new clauses for incorporation 1n Its stan-

dard form of concesssion agreement so as to grant rights respecting natural gas

developed for use within the 'A.R.E.,:

and

 WHEREAS, AMOCO has offered to explore for and exploit gas in accor-

dance with the terms of the new clauses
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NOW, THEREFORE, THE Parties hereto agree that the Concession Agree-

iaent is hereby amended as follows

1.a-Article I (b) (i) 18 d leted in its entirety and the following substituted

therefor ;

«(§) Thz drilling, plugging, deepening, side tracking, redrilling,

completing,
equipping of development wells, the changing of the status of a well,

and’’

b.  Article 1 () is deleted in its entirety 'and the following ‘substituted

1 herefor

“(e) *Gas’’ 18 gatural gas, both associated and non-associated, and all of its

cogstituent zlem:nts produced from any well in the Arca (other than

Liquid Cruds Oil) and all non-hyd-ocarbon substances therein. Said

rerm shall include Residue Gas.”

A ~ticles 1 (f) through [ (p) are renumbared as Articles T (g) through (1) (q).

o

7. A new Article I (f) is added as follows .

“(f) “LPG”’ mecans liquifizd petroleum gas, which is a mixture of, principally

butane and propane liquified by pressure and temperaturc.”

Acticle I (h), as renumbered, is deleted in 1ts entirety and the following subs-

tituted therefor :

() (1) “Comm:reial 0Oil Well” m:ans the first well on any geological

fasture wnich after testing for a period of not more than thirty (30)

consecutive days where practical, but in any event in accordance
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with :;{mnd and ace:pted industry preduction practices, and verific dj
by EGPC, is found to be capable of praducing at the average rate
of notless than two thousand (2000) barrels of cil per day (BOPD).
The date of discovery of a “Commercial Oil Well”’ 1s the date on

which such wzll is tested and completed according te the zbove.

(2) “Commercial Gas Well” means the first well en any geclogical
featurc which after testing for a pericd of not mere than thirty (30)
consecutive days whire practical, but in any event in accordance
with sound and acccptrd industry production practices and verified
by EGPC, is fvund to be capable of preducing at the everage vale
of ot 1ess than ten (lO)millicn standard cubic fcet cf Gas per dav
(MMSCFD). The date of discovery of “Commercial Gas Well”

is the date ¢n which such well istested and completed accerding te

the above.”

2. The final paragraph of Article IT is deleted and the following substituted

therefor ;

“Annex “F”’ is a map of the National Gas Pipeline Grid System established

by the Government showing the peint of delivery for Gasas agreed by the
pariies.

Annexes® A”V,9B, <C”, <D, “E” and “F’ to tiris Agreement are hercby
made part hereof, and they shall be considered as having equal force und effect

with the provisicns of this Agrcement’’ .

3.a. Article ITL (b)is d-leted in its entirety and the following substitutcd therefor:

“(b) An mmitial exploration peried of fo ur (4) years shall start from July 15,

1985. Two (2)successive extensions to the initial cxploraticn pericd of
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two (2) years each shall be granted to CONTRACTOR at its optio=,
upon not less than thirty (30) days prior written noticc to EGPC and

subject only to its having fulfilled its obligations hereunder for the then
current period. This Agreement shall be terminated if neither a Cem-
mzrcial Oil Discovery nor a Commercial Gas Discovery is established

by the end of the eighth (8¢4) year of the exploration period.

However, such period may be extended at CONTRACTOR’s option for
up to six (6) months to enabie the completion of drilling and testing of
any wellactually drilling or testing at the end of the eight(8) yecarexplo-
ration period. The election by EGPC to undertake a sole risk venture
under paragraph (¢) immediately hereafter shall not extend the explora-

tion period nor affect the termination of this Agieement as to

CONTRACTOR”,

b-  Article IH (c) is de letedin its entirety and the following substitutcd the-

refor :

“(¢) Commercial Discovery

(/) A Commerctal Discovery-whether of Oil or Gas-may consist
of one producing reservelr or a group of producing reservoirs
which is worthy of b:ing deveoped commercially.  After
discovery of a Commercial Oilor Gas Well, CONTRACTOR
shall, unless otherwise agreed upon, undertake as part of 1ts
Exploration program the appraisal of the discovery by drilling
one or more appraisal wells, to determine whether such disco-
very is worthy of being developed commercially, taking into
consideration the recoverable reserves, producticn, pipeline
and terminal facilitics required, estimated Petrcleum prices,

and all other relevant technical and economic factors.
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(ii) The -provisions laid down herein postulate  the unity and
indivisibility of the concepts ¢f Commercial Disccvi 1y and
D:vclopm:ant Lease. They shall apply unifcrmly to Oif znd
G1s unlzss otherwise specified.

(i#)) CONTRACTOR shall givc notice ¢f a Comme 1'(:1"&] DiEE“(’{"i.tié}-'
to EGPC immediatcly aftcr the discovery 1s € nsidcred Ly
CONTRACTOR to be worthy of commercial develc T ment
butin anyevent with respectio a Commercial Ol Wl ret ]ézif;_'
than the complction ¢of the seccrnd ¢ Xploiaticn eyrieieel v 1,
or twelve (12) manths following the datc of the crcevan
of *the Comm:rcial Oil Well, whichcver is carlier. cr with
resnect to a Commercial Gas Well not latcr then twenty-fcuy
( 24) months following the datc of the discovery of the
Commercial Gas Well (unless EGPC agrees that suck rericd
may b: zXtend:d), except that CONTRACTOR shicll also
have the rightto give such notice of Cemme rciel Discovery
with respect to any reservolr or rescrveirs even if the well
or walls thercon are not “Commercial’” within the de firticn

of “Comm:rcial - Well*” if, in its opinion, a reservoir or a

group of reservoirs, considered collectively, could be worthy

of commercial development,

CONTRACTOR may also give a notice of Commercial Otl
Discovery in the event it wishes to undertake a Gas Recycling

Projsct.

A notice of Commercial Gas Discovery shall contain all dctai-
led particulars of the discovery and especially the area of Gas
Reserve, the estimated production potential and profile and

field life.

Following reccipt of a noticc of a Commercial Oil or Gas

Discovery EGPC and CONTRACTOR shall meet and review
all appropriatc data with a vicw to mutually agreeing upoen
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the existence of a Commercial Disccvery. The date of

Commercial Discovery shall bc the datc EGPC ard CONTRA-

CTOR agree that a Commercial Disccvery ¢ XIsts.

(iv) If Crude Oilis disccvercd but is pct dcemed ty CONTRA-
CTOR to be a Commercial Qil Disccvary undcr the ateve
provisicns cf this paragraph (c), EGPC shall ¢nc (1) mentk
after the expiration of the pericd specificcebove wittir wkick
CONTRACTOR can give notice of Commercial Disccvety, €T
thirteen (13) months after the c mplcticn ¢f en cilwclinet
considered a “Commercial Oi! Well”” have the right, fcllc witg
sixty (60) days notice in writing to CONTRACTOR, atitssole
cost, risk and expense, to deveclop, produce and dispose of

all Crude Oil from the geological featurc on which the well

has been drilled.

Said notice shall state the specific arca ¢ vering said goclegical
feature to be developed, the wells to be drilled, the prcducticn
facilities to be installed and EGPC’s estimated cost thercof.
Within thirty (30) days after receipt of said notice CONTRA-
CTOR m;j‘, in writing, elect to develop such area as provided
for in the case of Commarcial Discovery hereunder. o such

avant all terms of this Agreement shall continue to apply tc the

speciﬁe'd area.

If CONTRACTOR elects not to develop such area, the specl-

fic area covering said geological feature shall be sct aside for
sole risk operations by EGPC, such area to be mutually agreed
apon by EGPC and CONTRACTOR on the basis of goed

petrolenm industry practices. In the event Operating Company
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has come into ¢xistence, EGPC shall be entitled to have
Operating Compeny perform  such cperaticns  for it at
EGPC's scle cost, risk and expense.  When EGPC  has
recovered frcm the Crude Oil preduced firom such  specific
area a quantity of Crude Oil equal in vaiuc to three hundrea
(300) percent cfthe costit hasincurred in canying cut the scle
risk operaticns, CONTRACTOR shall have the cpticn,
only in the ¢vent ;theré has been a'sepafate Ccmmercial
Discovery clscwhere within the Arca, to share in further 'deve-
lopment and groduction of that specific arva Upca payirg
EGPC one hundred (100) ;pc reent of such costs incurteg by o
EGPC. Such one hundred (100) percent payment shall not be
recovered by CONTRACTOR. Immediately following such
payment the specific area shall either (1) revert to the status
of an ordinary D:velcpment Lcase under this Agreement
and thercafter shall be cperated in acccrdarce with the teims
hereof ; or (2) alternatively,t in the cvent that at such time .
EGP_C or its affiliated Company is conducting development
operations in the area at its sole cxpensc and EGPC clects to
continue opeiating the arca shall remain set aside exd CONT-
RACTOR shall only be entitled to ' its prcducticn sharing
percentage of the Crude Oil as specified in Article VII(b) below.
The sole risk Crude Otl shall bé valucd in the manner, previded
in Paragraph (c¢) of Article VII, In the cvent ¢f any tormi-
: atiop of this Agrecment uader the previsicns ¢f Article 1)
(b) abave this Agrecment shall, however, centivue to, apply
to EGPC’s operation of avy scle risk , venture hereunder,
althcugh such Agreement shall have been terminated with
respect to CONTRACTOR pursuant to the provisicns ol
Artrele ITI(b) above *’
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()} Article II[ (d) is deleted in its entirely and the follbowxing bsiitat ed
therefor :

“(d)Conversion to a Develcpment Lease

(i) Foll,wig a Commnercial Oil Discovery or a Commezrcial 3as Dis-

covery the extent of the whole area capable of producticn to be
covercd by a D.velooment Lease shall be mutually agreed upon by
EGPC and COTRACTOR and subject to the approval of ihe
Miniiter of Petroleum and Mineral Resources. Such arca shaf?
be converted automatically into a Devclepment Lease witheut the
issue of any additional legal instrument cr permissicn.

(i) Following the conversicn of an arca to a Develcpment Lease bascd
on a Comm-reizl Gas Discovery (or upen the discevery of Gas in
a D_vel.pment Lease granted following a Commercial Oil Disco-
very) EG?C shall m ke eff ris to fiad the adequate local markets
capableof absorbingthe production of Gs and shalladvisc CONT-
RACTOR of :he pot:ntial >utl:ts for such Gas, and the expected
annual schedule of d2mand. Thercafter, EGPC and CONTRA-
CTOR shall m et with a vi.w to ass:ssing whather the outlcts for
such G :s and otzr relevant factors warrant the development and
production of :he G:s and in case of 1gr ement the Gisthus made
available shall be dispos:d of to EG2C under a long-term Sales

Agreement in accordance with and subject to the conditions sct
forth in Article VII below.

{ii1) The development period of each Dovelopment Lease shall be as
follows :

(aa) In respect of a, Comm:rcial Oil Discovery, twenty (20} ycars
from the date of such Commercial Qil Discovery plus the Op-
tional Extension Pcriod (as defined below) provided that, in
the event that, subsequent to the conversion of a Commercial
Oil Discovery into a Development Lease, Gas is discovered
in the same Develepment Lease and is uscd or 1s capable of
b ing used locally or for export hereunder, the pericd of the
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D:velopment Lease shall be extended only with respectto such
Gas, LPG extracted from such Gasand Crude Oil in the form
of Cond=nsate produced with such Gas for twenty (20) years
from the date of first deliverics of Gas lccaily or for export
nlus the Optional Extension Period (as defincd below) provi-
ded that the duration of such Develcpment Lease based on a
Commercial Oil Discovery may not be extendcd beyond thirty-
five (35) years from the date of the Commercial Oil Discovery)
unless otherwise agreed upon between EGPC and CONTRA-
CTOR and subj:ct to the approval of the Ministey of Petro-

faum and Mincral Resources.

CONTRACTOR shall immediatcly nctify EGPC cf any such
Gas discovery, but shall not be required to apply for a new

D:velopment Lease in icspect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20) vears
from the date of first deliverics of Gas locally or for export
plus the Optional Extension Period (as defined below) provided
that if subsequent to the conversionofa Commercial Gas
Discovery into a Dzvelopment Leasc, Crude Oilis discovered
in the same Davelopment Lease, CONTRACTOR’s sharc
of such Crude Oil from the z:velopmént Lease (except
[PG extracted from Gas or Crude Oil in the form of
Condensate produced with Gas) and Gas asscciated with
such Crude Oil shall revert entirely to EGPC uponthc
lapsc of twenty (20) ycars fromthe date of such Commercial
Oil Discovery plus the Optional Extension Period (as
defined below). Notwithstanding anything to the coentrary
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under this Agreement, the duration of a Develc pment Lecase
based on a Commercial Gas Discovery shallin no case exceed

thirty-five (35) years from the date of such Commercial Discov-
ery.

CONTRACTOR shall immediately notify EGPC of any Oil

Discovey, but shall not be required to apply for a new Develo-

pment Lease in respect of such Crude Oil,

The “Optional Extension Pericd’’ shall mean a period of
five (5) years which may be elected by CONTRACTOR
upon six (6) months written notice to EGPC prior to the

expiry of the relevant twenty (20) year period.”

d. Articles II (¢) and II(f) arc renumbered as Articles III (f) and
(g

e. Ampew Article IIT (e) is added as follows:

“(e) Development operations shall, upon the issuance of a Development
| Lease granted foﬂowing a Commerial Oil Discovery, be started
promptly by Operating Company and be conducted in accord-

ance with good oil field practices and accepted petroleum engis
neering principles, until the field is considered to be fully deves
loped, it being understood that if associated gas is not utilized,
EGPC and CONTRACTOR shall negotiate in good faith on

the bestway to avoid impairing the produétian in the interests

of the partics.

In the event no Commercial Production of Qil in regular shipments
i1s established in any Development Blcck within four (4) years from

the date of the Commercial Discovery in the Development Leasc
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concerncd, such Devele pmont Block shall immcediatcly be relin-
quished unless otherwise coreed upon by EGPC; provided that
cach Davelopment Block 1na D ovelepment Lease being partly
within the radius of drainige of any producing” well in such
D -velopment Lease shall be considercd as participating in th

Cemimercial Producticn roferred to above.

Dovilopment operaticns in respeet of Gas and Crude Oil in
the form of Condrnsuic or LPG to be produced with or CX1-
raciel rom such Gasshall, upon the signature of a Gas Sales
Agrezment or commencement of a-scheme to disposc of the
Gzs, whether for export as refcrred to in Article VII below
or othcrwise, be storted promptly by Operating Companv and
be conducted n zccordance with good gas ficld practices and
acce:picd peticleum engincering principlcs and the provisions
of such agreement or scheme. In the event no Commercial
produciicn of Gas 1s established in accordauce with such agr-
cement or scheme, the Dovelepment Loase relating to such
Gas shall be relinquished, unliss cotherwise agrced upon by
EGPC.”

S Article III'(g) (2), as renumbercd, is d:leted in its entirciy and the

following substituted therefor:

2. CONTRACTOR'’s annual incecme for Egyptian income tax pur-
poses under this Agreement shall be an amount calculated
as follows :

The total of the sums received by CONTRACTOR from the
cale or other disposition of all petrolcum acquirnd by CONT-
RACTOR pursuant to Article VII, paragraphs (a) and (b):

cduced by !
The <osts and expenses of CONTRACTOR ;
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ti. The value as determined according to paragraph (c) of Article

VII, of EGPC’s share of the Excess Cest Recovery Petroleum
repatd to EGPC in cash or in kind, if any,

plus:

An amount equal to CONTRACTOR’s Egyptian income

taxes grossed up in the manner shown in Annex “E’* Article VI.

For purposes of above tax dcducticns in any Tax Year, paragraph
(a) of Article VII shall apply oaly in respect of classification of
costs and expenseS and rates of amortization, without regard to
the percentage limitation referred to in the first paragraph of Article

VII (a) (1). All costs and expenses of CONTRACTOR in conducting

the operations under this Agreement which are not controlled qy
paragraph (a) of Article VII as above qualified shall be deductible

in accordance with the provisions of the Egyptian Income Tax Law.”

7. The word “Petroleum?’ is substituted for the words “Crude Oil’® where

they appear in Article 1Il(g) (3), as renumbered.

The final paragraph of Article [V(b) is deleted in its entirety and the

following substituted thercotor:

“Without pre¢judice to Article TII (b), in case no Commercial Oil
Discovery is cstablishcd or no notice of Commercial Gas Disco-
very is given by the end of the eighth (8th) year, or in case
CONTRACTOR surrenders the Area under this Agréement prior

to such time, EGPC shall not bear any of aforesaid expenses

spent by CONTRACTOR™
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L T word“P_troleum? is substituted for the words “Crudc O1l”’ where

they appear in Article IV (f).

5 A-ticle Vis 1:1.tzdin its »atirety and cth: following substituted thercfor:

ARTICLE V
MANDATORY AND VOLUNTARYV RELINQUISHMENTS

(a) Mandatory

At the end of the fourth (4th) vyear after the Effective Date hercof,
CONTRACTOR shall r¢linquish to the GOVERNMENT a tctal of twenty-
five (25) percent ¢f the Arca notthen converted to a Develonment Lease or
Leases. Such relirquishment shzll be in uaits of whole Explcration Blccks
or parts of Bxploraticn Blocks not converted to Devilepment Leases so as

to cnable the relinpuishment requirements to be precisely furfitlca.”

At the end of the sixth (6th) year after the Effective Date hereot,
CONTRACTOR shall relinguish an additicnal twenty five (25) percent of the
original Area not then converted into a Dewvclepment Lease or Licces, Such
relinqﬁishment shell be in 'niis of whcle Exploraticn Blecks or parts of
Exploraticn Blccks nct cenverted to Dewelcpment Lcases so as to enable the

rehirquiskment rcquircments fo  be preciscly  fulfilled.

Withcut prejudice te Articks IIE and XXAIl or the last paragraph of this
Article V (a) at the cnd of eighth (8th) y:ar of the expleration period,
CONTRACTOR shall rzlinquish the remeindercfthe Areanot then converted

to a Development Lease or Leascs,

Itis und:rstood tiat at the time of any relinquishment the aras to be
converted into Dovelcpment Loases and which are submitted to the Minister of
Peirclium and Mineral Rescunces-for hisapproval, accerding to Astigle JII (d)
shall, sui:jcct to such upﬁroval. be deemed ccnvertcd to Develcpment Ecases.
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CONTRACTOR shall not be required to relinquish any Exploratior
Block or Blocks on which a Comm rcial Oil or Gas Well is discovered bof-
ore the period of time referred to in Article IIX (¢) of this Agreement!

given to CONTRATZIIR to d -termine whether such W.ll is a Commercial

Discoviry worthy of de velc pment.

In the event at the end of any exploration period, a well 18 actually
drilling or testing, CI JTRACTTIR small 33 allowed up to a six (6) month

perfod to enable it 1o zstablish a Commercial Discovery.

{6} Volumtary
CONTRACTOR my, voluntarily, during any period relinguish alt or any
part of th> A-:a in Bl cks provided that at the time of such voluntary rel-

inquishment its exploration obligations und:r Article IV Puaragraph (b) have
Seen satisi:d for sizhoesiod. Ay relingiishm:nts hereunder shall be cred-

#ted toward the miniitory provisions of Ar-ticle V Paragraph (a) above.

Fillowing C mmercial Discovery, EGPC and CONTRACTOR shall
mutually agrce upon any irza to b relinquish:d thereafter, except for the
relinquishment provided for above at the end of th:z total exploration
pericd.”’

4. A-ticle VIl is d lotad in its entirety and the following substituted

thoerefor:

ARTICLE V1l
R2ODVERY OF CO3TS AND EXPENSES
AND PRIODIJCTION SHARING
(@) 1- Cost Recovery Petrolenm
S1%5 :ct to thz auliting provisions and:r this Agreem:nt, CONTRA-

CTOR shall cocover all costs and 2X)e 1823 in resvect of all the Expi-

oration, D.wl pment and related operaticns under this Agreement
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to the extent and out of thirty-five {33) percemt quarterly of all
Petroleum produced and saved from all Development Leases within
the “Area hereunder and not used in petroleum operaticns. Such
Petrolemm is hereinafter referred to as "“Cost Recoveiy Petioleam®.

For all Exploration, Development and Production hercunder, such costs
and expenses shall be recovered from Cost Recovery Petroleum in the

following manner?

()

(ii)

Operating Expenses, incurred and paid after the date of the initial
Commercial Production, Which for the purposes of this Agreement
shall mean the date on which the first regular shipment cf
Crude Oil or the first deliverics of Gas are made, shall be
recoverable either in the Tax Year in which such cests and
expenses are incurred and paid or the Tax Year in which initial
Commercial Prcducticn cccurs, whickever is the later date.

Exploraticn Expenditures including these accvmulatcd pricr Lo the
commencement of initicl Cemmercial Prcducticn, which for tke
purposes cf this Agreement shall mean the date ¢m which the first
regular shipment of Crude Oilor the first deliveries ¢ f Gasare made,
shallbe rccoverable at the rate ¢f twenty(20) percent per arnum stai-
ting cither in the Tax Ycar in which such expenditures are incurred
and paid orthe Tax Yearin which initial Comumercial Prc ducticn
commenee s, whichkever 1s the later date.

{#1) Devederment Exponditurcs, including those accumulatcd pricr to

the commenecment of initial Commercial Prc ducticn which fcr the
purposes cf this Agreement, shall mean the date cn which the first
regular shipmeat of Cende Oilor the first deliveries of Gasare made
shall be rcecoverable at ike rate cf iwenty (20) percent per arnum
starting in the Tax Year in which such ¢xpendifures are incuried
and paid or the Tax Year in which initial Ccrmereial Prc ducticn
commnces, whichcver 1r the later date.
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(fv) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (111) preceding exceed the
value of all Cost Recovery Petioleum fer such Tex Ye ar,tle excess
shall be carried forward for recovery in the next succeeding Tax
Year or Years until fully recovered, but in no ceSe after the

termination of this Agreement, as to CONTRACT OR.

(v) Forthepurpose of determining the classificaticn of all costs, expen-
s¢s and expenditures for their recovery, the follc wing termrs shall

apply:

1. “Exploraticn Expenditures’ shall mezn all ccsts and EXFenses
for Exploration (including related overhead).

2. “Development Expenditures®’ shall mean all costs and expenses
for Development (including related cverhead) with the

exception of Operating Expenses.

3. “Operating Expenses’” shall mean all costs, expenses and
expenditures made after initial Commercial Producticn, which
Costs, expenses and expenditures are not normally depreciable.
However, Operating Expenses shall include workover, repairy
and maintenance 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, major

overhauling, additions, improvements or renewals that extend

the life of the asset.

(vi) It is understood and agreed upon that the recovery of costs and

expenscs as based upon the {ratesreferred to above shall be allocated
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-
to each quarter proportionately (one fourth to each quartcr).

However, any recoverable costs and expenses not ‘recovered In one

quarter, as thus alfocated, shall be carried forward for recovery

in the next quarter.

2. Except as provided in sub-paragraphs (a) (3)and (e) (1) below of this
Article VII, CONTRACTOR shall each quarter be entitled to and own

all Cost Recovery P:troleum, which shall be taken and freely exported
or otherwise disposed of in the manner determined pursuant to Article
ViI(e). To the extent thatthc value of all Cost Recovery Petroleum (as

determined in sub-paragraph (c) below) exceeds the actual recoverabie

costs and expenditures, including any carry forward under naragraph

(a)(1)(iv)above,to be recovered in that quarter, the value of such Excess

Cost Recovery Potroleum shall be paid in cash by CONTRACTOR to

EGPC in the manner set forth in Article IV of the Accounting Procedurc

contained in Annex “E”.

3. Ninety (90)days prior to the commencement of each year EGPC shali be

entitled to clect by notice in writing to CONTRACTOR to require repi-

yment of up to enc hundered (100) percent of Excess Cost Recovery

stroleun in kind.  Such repayment will be in Crude Otl from the

Area F.O.B. export terminal or other agreed delivery point provided

that the amount of Crude Qil taken by EGPC in kind in a quarter shall

not exceed the value of Cost Recovery Crude Oil actually tuken anu

separately disposed of by CONTRACTOR from the Area during the

previous quarter, If EGPC’s entitlement to receive répayment of

Excess Cost Recovery Petroleum s limited by the foregoing prowision,

the balance of Such entitlement shall be paid in cash.
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(b) Production Sharing

1.

The remaining sixty-five (65) percent of the petroleum shall be divided
between EGPC and CONTRACTOR according to the following shares.
Such shares shall be taken and disposed of pursuant to Article Vi1 (e):

EGPC Share CONTRACTOR

share
A /6
() Grude Oil produced and saved
under this Agreement and not used
in Petrcleum operations. Barrels
per day (quarterly average).
That portion or increment up to
50, 000 BOPD Eighty (80) Twenty (20)
That portion or increment from
50,001 to 100, 000 BOPD Eighty-five (85) Fifteen (15)
That portion 1n excess of 100, 000
BOPD Eighty-seven(87) Thirteen (13)

(ii) Gas and LPG produced and saved
under this Agreement and not

used 1n Petroleum operations.  Eighty  (80) Twenty (20)

* After the end of each contractual year during the term of any Gas Sales

Agreement entered into pursuant to Article VI (¢), EGPC and CONT-
RACTOR (as scllers) shall render to EGPC (as buyer) a statement for
an amount of Gas, if any, equal to the amcunt by which the quantity of
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Gas of which EGPC (as buyer) has taken delivery falls b¢lcw seventy-
five percent (75 %) of the Contract quantities of Gas as esiablished by
the applicable Gas Salcs Agreement (the “Shertfall”), proviced the Gas
is available.” Within sixty (60) days of receipt of the satement, EGPC
(as buycr)shallpay EGPCand CONTRACTOR (assellers)forthe amount
of the Shortfall if any. The Shortfall shall be includedin EGPC’s and
CONTRACTORs entitlements to Gas pursuant to sub-parsgraphs (a)
and (b) of this Article in the fourth (4th) quarter of suchcentracivel year.

Quantitiesof Gasnottaken but to bepaid for shall be recerded 1n 2
sepacate “Take-and-pay account”. Quantities of Gas (“Make-Up Gas’’)
which are delivered in subsequent years in excess of seventy-five per cent

(75%) of the Contract quantities of Gas as established by thc applicable

Gas Sales Agreement,shallbe set against and reduce quantiticsof Gus in
the Take-and-pey account to the extent thereef and, to that extent, no
payment shall be due in respect of such Gas. Such Make-Up Gas shall
not be included in CONTRACTOR s entitlements to CGas pursuant to
sub-paragraphs(a) and (b) of this Article. CONTRACTOR shall bave

no rights to such Make-Up Gas.

The percentages set forth in Article VII (a) and this Article VI (b) in
respect of LPG produced froma plant constructed and operate dbyor on
behalf of EGPC and CONTRACTOR shall apply to ali LPG available

for dechvery.

(¢) Valuation of Petroleum

1.

Crude O1il

(i) [t is the intent of the parties that the value of the Cosi Recovery
Crode Oi} shal reftect the prevailing market price for Crude Ol
For the purpose of evaluating the prevailing market value of the
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quantity of Cost Recovery Crude Qil to which CONTRACTOR is
entitled hereunder during each calendar quarter, the wei ghted average
price realiz:d for comparable quantities on comparable credit terms
in freely covertible currency from F,0.B. point of export sales
to nonaffiliated companies during any such quarter at arm’s-
length by cither EGPC or CONTRACTOR underall Crude Oil
sales contracts currently in effect, but excluding Crude Oil
spot sales not consistent with prevatling market prices for
similar Crude Oil and also excluding Crude Qil sales contracts
imvolving barter, whichever is highr, shall be wused. It is
uadzrstood that in the case of C.LF. sales appropriate deduc-
tions shall be made for transport and insurance charges to
calculate the F.O.B. point of export price; and always taking
into account the appropriate adjustment for quality of Crude
Oil, freight advantage or disadvantage of poft of loading and
other app.opriate adjustments. Nevertheless, if CONTRACTOR
considers the value ofthe Cost Recovery Crude Oilso determined
notto reflect the market conditions prevailing during the calendar
quarter, CONTRACTOR and EGPC shall meet and mutually

agree upon the price.

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

EGPC or CONTRACTOR under Crude OQil Sales contracts
currently in eff ct, EGPC and CONTRACTOR shall mecet and
mutually agree upon the price of Crude Qil to be used in
determining the value mentioned in subparagraph (c) (1) (i)
above. Pending such mutual agreement the price used shall be
the last price determined pursuant to sub-paragraph (c) (1) (i) or
under this sub-pargraph (¢} (1) (i), whicheveris later, and an
appropriate adjustment will be made thercto after determination
of a mutually agreed price by EGPC and CONTRACTOR.
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2. Gas and LPG

(/) The Cost Recovery and Profit Shares of Gas subjcctto a Gas Sales
Agriement between EGPC and CONTRACTOR (as scllers) and

FGPC (as buver) entered into pursuant to Article VIT {23 sheH Be

valuedand deiivercdtoandpurchased by EGPC at a pricedeterm-

ined according to the fellcwing formula:

Wihere :

&
!

HH =

In the event that Platt’s Oilgram Price Report
days duringa month butnoton others.the valueof Fshallbe calc

ated using only those issues which are published durin

PG = 83 X = L X H

39.69 < 108

the value of the Gas im U.S. Dcllars per thouserd cubic

feet (MCF).

a vatue in U.S. Dollars per metric ton of fuel oilcalculatcd by
referring to “Platt’s Oilgram Price Report’” during a menth
ander the heading “Furopean Bulk Cargees FOB Me ditﬁ-
capean Basis Haly’’ and averaging {(a) the sum cfthe mid-
points of the published low and high values for high sulphur
fuel oil quoted during such month divided by the number of
days in such month for which such values were quotedand (b)
the sum of the mid-points ofthe publisted Tow and high
values for low sulphur fuel oil quoted during such menth

divided by the number of days in such month fcr which such

values were quoted.

the number of British Thermal Units (BTUs) per thcusand

cubic feet (MCF) of the Gas.

is issued on certain
ul-

g such month.
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(i1)

Where!

In the event that the value of F cannot be determined because

Platt’s Oilgram Price Report is not published at all during a

month, the parties shall meet and agree the value of F by

reference to other published sources. In the event that there
ar¢ no such published sources or if the value of F cannot be

determined pursuant to the foregcing for any other reason,
the parties shall meet and agree a value of F by reference to the
average value of low and high sulphur content fuel oil delivered

FOB from the Mecditerrancan arca.

Such valtuation of Gas under a formula providing for a fifteen
percent ( 15 %) discount is based upon delivery at the delivery
point specified in Article VII (¢) (2) (ii) bclcw, and 1s to enable

EGPC to finance and maintain the pipeline distribution system

to beprovided by EGPC.

The Cost Recovery and Prefit Shares of LPG prcduced frem a
nlant constructed and operated by or on behalf of EGPC and

CONTRACTOR shall be scparately valued for Propane and
Butane at the outlet of such LPG plant according to the following
formula (unless otherwise agreed betwecen EGPC and CONTRAC-

TOR):

PLPG = 95PR-(J x -85 X F
39.69 X 108

)

PLPG = LPG price (separatcly determined for Propane and Butane)

in U.S. Deollars per metric ton.
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PR = the average over a period of a month of the figures repres-
entirg the mid-point between the high andlow prices in U.S,
Doltars per metric ton quoted in “Platt’s LPGaswire’
during such month for Propane and Butane FOB Ex-Rcf/
Stor. West Ma:diterianean. |

J = BTUs removed from the Gas Stream by the LPG plant
p6r metric ton of LPG produced.

F = the same value as F under sub-paragraph (i) above.

In the ovent that Platt’s LPG aswire is issued on certain days during

a month but not on others, the value of PR shall be calculated using
only thoss issuzs wiich are published during such moath. In the

evont that the valys of PR :annot be d:termined because Platt’s

LRG3 aswire is not pubdlished at all during a month, the parties shall

m:et and agree the value of PR by reference to other published

sources. Ia the event that there are no such other publishzd sour-

cesor if the valuz of PR cannot be datermined pursuant to the

foregoing for any other reason, the parties shall meet and agree ths

value of PR by reference to the value of LPG (Propan¢ and Butane)
delivered FOB from the M:diterranean Area,

Such valuation of LPG is based upon delivery at th2 delivery point
specified in Article VII (e) (2) (1) below.

(?i1) The prices of Gas and LPG so calculated shail apply during the

next succeeding month.
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(i) Inthe event that EGPC istc be the buyer of Gas, the disposition
of Gas to the local markets as indicated above shallbe by virtue
oflong term Gas Sales Agreementsto beentered into between
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer).

EGPC and CONTRACTOR (as sellers) shall have the obligation
to deliver Gas to the following point where such Gas shall be mete-
red for sales, royalty, and other purposes required by this Agree-

ment .

(@) inthe event no LPG Plant is constructcd to prooess such Gas,
at the delivery point agreed upon as shown in Annex “F*
hereto |

(6) In the event an LPG Plant is constructed to process such Gas,
such Gas shall be metered at the inlet to such L3 Plant.
However, notwithtsanding the fact that the metering shall
take place at the LPG Plant inlet, Operating Company shall
build a pipeline suitable for transport of the processed Gas
from the LPG Plant outlet to the point shown in; Annex
“F* hereto (the delivery point). Such pipeline shall be owned
in accordance with Article VIII by EGPC, and its cost shall be
financed and recovered by CONTRACTOR as Development
Expenditures pursuant to Article VII

(fif) EGPC and CONTRACTOR shall consult together to determine
whether to build an LPG Plant for recovering LPG from any Gas
produced hereunder. In the event EGPC and CONTRACTOR
decide to build such a Plant, the Plantshall asis appropriate
be in the vicinity of the Naticnal Gas Pipeline Grid System.
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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 shall be recoverable in acccrdar.ce with the
provisions of this - Agreement unless the Minister of Petreleum

and Mineral Resources agrees to accelerated recovery,

(iv) EGPC (as buyer) shall have the cpticn to elect, by ninety (90) days
prior written notice to EGPC and CONTRACTOR (as sellers),
whether payment for the Gas which is subjcct to a Gas Sales Agree-
ment between EGPC and CONTRACTOR (as sellers) and EGPC
(as buyer) and LPG produced from a plant constructed and opera-
ted by or on behalf of EGPC and CONTRACTOR, as valued in
accordance with Article VII (¢), and to which CONTRACTOR 1is
entitled under the provisions of Cost Recovery and Production
Sharing as stipulated in  Article VII of this Agreemcnt. shall be

made 1) in cash or 2) in kind.

Payments in cash shall be made by EGPC (as buyer) at intexvals
provided for in the relevant Gas Sales Agreement in U.S, Dollars
remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by converting the value ot Gas
and LPG to which CONTRACTOR is entitled into equivalent
barrels of Crude Qil to be taken concurrently by CONTRACTOR
fromthe Area, orto the extentthatsuch Crude Oil is insufficient,
Crude Oil from CONTRACTOR’s other Concession Areas Or
such other areas as may be agreed. Such Crude Oilshall be added

to the Crude Qil that CONTRACTOR is otherwise entitled to lift
under this Agreement. Such equivalent barrels shall be calculated
on the basis of the provisions of the relevant Concession Agre-
ement relating to the valuation of Cost Recovery Crude Ol

Provided that :

aa) Payment of the value of Gas and LPG shall always be made
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in Cash in U.S. Dollars remiitable by CONTRACTOR abr-
oad to the extent that there is insufficient Crude Oil available

for conversion as provided for above

db) payment of the value of Gas and LPG shall always be masle
in kind as provided for above to the extent that payments 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 Racovery Petroleum referred to in Article IV of Annex

“E” of this Agrcement.

(v) Should BG2C (as buycr) fail to cnter into a long-term Gas Sales
Agreement with EGRC and CONTRACTOR (as seHers) within
five (5) years (unless otherwise agreed) from a notice of Come
mercial Gas Discovery pursuant to Article IIJ, EGPC and CON-
TRACTOR shall have the right to take and fireely dispcse of the
quantity of Gas and LPG in respect of which the notice of
Commarcial Discovery is given by cxXporting such gas and LPG.

(vi) The procceds of sale of CONTRACTOR’s share of Gas and LPG
disposed of pursuant to the above sub-paragraph (v) may be freely
remitted or tetattred abroad by CONTRACTOR.

(vil) In the cvent EGPC and CONTRACTOR agree to accept new Gas
and LPQ producers to join in an ongoing export prcject, such
producers shall have to contribute a fair and equitable share of

investment made.

(viti) ad) Upon the expiration of the five (5) year period referred to
in Articke VI (¢) (V) above, CONTRACTOR shall hawe
the obligation to exert their reasonable efforts to find an
export market for GaS Reserves.
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bd) In the event at the end of the five (5) year pericd referred to

cc)

under Article VII (e) (v) above, CONTRACTOR and EGPC
have not entered into a Gas Sales Agreement, CONTRACTOR |
shall retain its rights to such Gas reserves for a further peiicd
of up to seven (7) years, subject to - Article VII (e) (viii) (cc),
during which period EGPC shall attempt to find a market

for the (as reserves.

In the event that CONTRACTOR is not exporting the Gas
and CONTRACTOR has not entered into a Gas Sales
Agreement pursuant to Article VII (¢)(2) prior to the exp-
iry of twelve (12) years from CONTRACTOR’s notice of
Commercial Gas Discovery, CONTRACTOR shall surren-
der the Gas reserves in respect of which such notice
has been given. It being understcod that CONTRACTOR
shall, at any _time prior to the expiry of such twelve
(12) year period, surrender the Gas reserves if CONT-
RACTOR is not exporting the Gas and CONTRACTOR
does not accept an offer from EGPC of a Gas Sales Agre-
ement within six (6) months from the date such cffer is
made, provided that the Gas Sales Agreement offered to
CONTRACTOR shall take into consideration the relevant
technical and economic factors to enable a commercial

contract, including :

— sufficient delivery rate,

~— a delivery pressure to enter the national gas pipcline sys-

tem at the point of delivery,

— delivered Gas quality specifications not more stringent

than those generally applied in Egypt.
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(ix) Bxcept as provided under this Agrecment, CONTRACTOR shall
not be obliged to surrender 3 D.ovelopmant Lease based on a
Comm :rcial Gas Discovery if Crude Oil has been discovered 1in

comm>rcial quantities in the same D:velopment Lease. |

(f) Operations *

If following the reversion to EGPC of any rights to Crude Qil hzreunder,
CONTRACTOR retains rights to Gas in the sam: Dzvelopment Lease, or if, |
following surrender of rights to Gashereunder, CONTRACTOR retains rights

to Oilin the sam: Dovelopm:nt Lease, operations to explore for or exploit the ¢
Petroleum, the rights to which have revertcd or been surrendered (O1l or Gas as '

the case may be), may only be carried out by Operating Company which shall
act on behialf of EGPC alone, unless CONTRACTOR and EGPC agree otherwise -

(¢) Tanker Schednling

At a rcasonable time prior to the commancement of Conumerctal Production
EGPC and CONTRACTOR shallmeet and agrce upon a procedure for schedu-

ling tanker liftings from the agread upon point of export”,

7. a&. Article IX7e) and [X (f) are renmamdered as A-ticles TX () and IX (g).
b. A new Article 1X (e) 15 added, as follows

‘““(e) Gas shall be taken into account for purposes of determining total
average daily production from the Arca under Acticle IX (b) thr-
ough (dj by comverting daity Guas dehvered into equivalent barrels )

of daily Crude OQil production in accordance with the fi:-Howing

formula ;

MCFEF < H .« 0.136 = equivalent barrels of Crude it
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Where :
MCF = one thousand cubic feet of Gas

H == the number of millions of British Thermal Units (BTUs)

ner MCF.”

2. Article XI(a} is deleted in its entirety and the following substituted therefor:

“(@) Operating Company shall take all proper measures, according to gene-
rally accepted methods in use in the oil and gas industry to prevent loss
or waste of Petroleum above or under the ground in any form during
drilling, producing, gathering, and distributing or storage operations.
The GOVERNMENT has the right to prevent any operation on any

well that it might reasonably eXxpect would result in loss or

damage to the well or the Oil or Gas field.”

9 .a-Article XIX (a) is deleted in its entirety and the following substitutcd there-

for:

*(a) In case of national emergency due to war of imminent expectaticn of

war or internal causes, the GOVERNMENT may requisition all or part
of the production {from the Area obtained hereunder andre quire Opera-
ting Company to increase such pro duction to the utmost possible maxi-
mum. The GOVERNMENT may also requitsition the cil or gas ficld

itself and, if necessary, related facilities™
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b+ Article XIX (c) is decleted in its entirety and the following substituicd there-
for :

“(€) The requisition of production shall be effected by Ministerial Order
Any requisition of an oil or gas field, or any related facilities shall ,be

- effected by a Presidential Decree duly notified to EGPC and :CONT-
RACTOR”.

10 Artice XXVII is deleted in its entirety. Articles XXVIII through XXX are
renumbered as Articles XXVII through XXIX.

11. a. The word “Potroleum™ is substituted for the words “Crude Qil”

where they appear in Annex “E”, Article IV (1).

b. The word “Peatroleum? is substituted for the words “Crude Oil *’> where
they appear in Annex “E’’, Article 1V (3).

¢. Annex““E”’, Article VIis deleted in its entirety and the following substi-
tuted therefor .

ARTICLE VI
TAX IMPLEMENTATION IROVISIONS

It 1s understood that CONTRACTOR shall be subject to Fgyptian Inccme
Tax Laws except as otherwise provided in this Agrcement, that any A.R.E.
Income taxcs paid by EGPC on CONTRACTOR s behalf constitute additional
income to CONTRACTOR, and this additicnal inccme is also subject to,

A.R.E. income tax, that is ‘“‘grcssed-up”’,

CONTRACTOR’s annual income, as determired in Artic’c 1] (1) 2, less

the amount equal to CONTRACTORfs grosscd up Egyptian inccme tax ligbi-
lity, shall be CONTRACTOR’s “Provisional Income*’.
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The “gross-up valus” is 2 amosoat added to Provisional Income ¢ give
“Taxable [1zome™’, such that the zeoss-up value 1s cquivalent to the A.R.E. inco-

me  taxes

THEREFORE :

Taxable Income = Provisional Income PLUS Gross-up value

And

Gross-up Value = A.R.E. Income Tax ocn Taxable Inccme.

If the “A.R.E.income tax ratz”’, which mcans the cficctive or compesite tax rate
due to the various A.R.E. taxeslevied on Income or profits, 18 constant and nol

dependent on the leve! of Income, then
Fross-up Value == A R.E. income tax rate TIMES Tzxable Inccme.
Combining the first and last ¢quaticns abc ve,

o Val Provisicral Inccme X Tax Rate
ross-up Yalye » ————m——roo-—— -
P 1-Tax Rate

Where the tax rate is expressed as a decimal.

The above computaticns arc illustrated by the following rumernicel exemyle
- Assuming that the Prcvisicral Ircome 1§10 v d e A RI vicpid T x rete 18

40 percent, then the Gorss-up Value 1s equal o .

310 % 0-4

oa = $6 .67
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THEREFORE .
$
Provisional Income 10.00
- PLUS Gross-up Value tifl
Taxable Income 16 .67

LESS ;. A.R.E. Income Taxes at 409  6.67

AMOCO’s Income after taxes 10.00

12. a Article VI(b)is deleted in its entirety alhd the follcwing substituted there~

for :

““(b) The charter of Operating Company is hereto attached as Annex
“D*, Within thirty (30) days after the date of Ccmmercial Otl
Discovary or within thirty (30) days after signature of a Gas Sales

agreement or commencement of a scheme to dispose of Gas
(unless otherwise agreed upon by EGPC and CONTRACTOR),

the Charter shall take effect and Operating Company shall automa-
tically come into existence without any further procedures, The
Exploration Adviscry Committee shall be dissclved forthwith upon

the coming into existence of the Operating Company.”

b. Article XII of Annex“D’’ is deleted in its entirety and the

following substituted therefor :

ARTICLE XII

Operating Company shall ecme into ¢xistence within {kirty (30) deys after
the date of Commercial Oil Disccvey or within thirty (30) days after signature of

a Gas Sales agreement or commencement of aschamelo dispcse ¢f Gas as

provided for in the Agreement (unleSs otherwise agreed).



Al o s 5 AT 5, 5 Al AW ot e 150 821 Jos
v (g lede :.J'"J"':".‘“

bl L g Lid ae d)] A O ¢ (J)-*’..-*—‘."J’*L"‘—éui--\f‘
LSy el e WL leke addl abadiy Bins)



Y\ 3_\"\‘\*12-» Pl Ve ‘_’3 (T) Csb \ﬂ ﬁu.-” __._';4._._..:..”“ EJ{J.:_-JI

e ———————————————— - ——" it

The duration of Operating Company shall be for a period equalto the dura-

tion of the said Agreement, including any 1enewal thercef.

It shall be wound up if the Agreement referred to above is termirated fcr

any reason as provided for therein.

13. A new Annex “F’ is added, showing the naticnal gas pipcline grid

system and the agreed point of delivery for gas, as follows :
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4. Except as specifically amended by this Amendment, the Coreessicn

Agreement jshall continue in full force and effectia accordance with

its terms.

15. This Amendment shall nct be binding ¢n the partics hcicte unless and

until a law is issucd by the competent authoritics of the A.R.E. autho-
rizing the Minister of Petroleum and Mineral Rescurces to sign this
Amendment and giving it the full force and effcct of law, notwith-

standing any countervailing governmental enactment, and this Amc-

ndment is signed by the Parties.

AMOCO EGYPT OIL COMPANY EGYPTIAN GENERAL
PETROLEUM CORPORATION

By : - - - ] BY : - —

Date SO : Date _ B

ARAB REPUBLIC OF EGYPT
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