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AMENDMENT TO CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND PRODUCTION

between
THE ARAB REPUBLIC OF EGYPT
and '
THE EGYPTIAN GENERAL PETROLEUM CCRPORATION

and

IEOC Co. Inc.

and

|
TOTAL PROCHE ORIENT S.A.
Ta Main Blocks Nos. 5 & ©

Offshore North Sinal Basin

This Amendment to the Concession Agreement (herein
after referred to as “Concession Amendment’’) made and entered
into this 29% day of March, 1983, by and between the Arab
Republic of Egypt (hereinatter referred to variously as “A.R.E.”
or the “Government’”), the Egyptian General Petroleum CorpGL
ration (hereinafter referred to as «“EGPC’"), a legal entity crea-

ted by Law No. 167 of 1968, as smended, 1EOC Co. Inc. (herein
ofter referred to as “IEOC’” or as “CONTRACTOR™), a

company Ol ganized and existing under the laws of Panama and

TOTAL PROCHE ORIENT S.A. Egypt Branch, (hereinafter

referred to as «TOTAL”) a company organized and existing

under the laws of France.
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WITNESSETH

WHEREAS, pursuant to Law No. 66 of 1953, as amended,
a Concession Agreement for Petroleum Exploration and Pro-
duction dated May 31, 1977 (herecinafter referred to as the
“Concession Agreement’”) was entered into by and between
the Government, EGPC and IEOC which said Concession
Agreement was enacted ino Law No. 29 of 1977 ; and

WHEREAS, as a result of a certain assignment made bet-

ween TEOC and TOTAL on April 1st, 1978 and approved by the
Minister of Petroleum on May 29, 1978, the following Member

Companies are presently holding under the aforesaid Concession
Agreement the following undivided interest :

WHEREAS, as a part of the general policy to encourage gas
- exploration and production in the A.R.E. within the relatively
near future, it is the intention of EGPC to endeavour to esta-
blish uniform arrangements for its willing existing contractors
and its new contractors in Egypt, which arrangements are
anticipated to contain an exploration and Assessment Period of
reasonable length terminating by July 15th, 1987.

WHEREAS, the Parties to the Concession Agreement are
desirous of amending certain provisions therein to provide a lega
framework for the encouragement of exploration, production,
treatment, sale, and export of natural gas and natural gas products,
and for the development of, and compensation for, National Gas

.Reserves m the A.R.E. ;
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NOW, THEREFORE, the Parties hereto do hereby mutually
agree to amend the Concession Agreement as follows :

ARTICLE 1
DEFINITIONS

Area — Consists of all the area covered by the Concession

Agreement, as amended.

A. R. E. Contractor — Means EGPC and its affiliates, who
have assumed contractor’s rights and obligations pursuant to
paragraph XII. 3 of this Concession Amendment.

Commencement Date — Shall be January 1st, 1931.

Commercial Gas Discovery — Means the Gas Reserves dis-
covered and assessed by CONTRACTOR and potentially avail-
able for export, at the time CONTRACTOR notifies EGPC
that all the Essential Requirements necessary to proceed with the
Gas Export Project have been met.

Concession Agreement — Has the meaning set forth in the
iirst WHEREAS clause of this Concession Amendment.

CONTRACTOR - Means the holder or collectively the
holders of a one-hundred (1009 ) Contractor’'s participating
nterest in the Concession Agreement, as amended.
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Downstream Facilities — Shal] include, but not limited to-
all the operations and the activities carried out and conducted
from the Gas Delivery Point(s) to and including the Gas Export
Pomti(s), in relation to lines transporting Gas, processing plant
(s), storage of products in a liquid state, mooring facilities and all
other appropriate facilities for the sale and export of Gas, Gas
Products, and for Gas Derivatives from the A.R.E. including
support facilities as deemed necessary and included in the Gas
Export Project Feasibility Study.

For the puipose of determining the capital investments rela-

ted to the Downstream Facilities, such term shall include all the
- operating costs incurred by JOCQ, or any other co-operative ar-
rangements, as the case may be, up to the date of the Initial Com-

mercial Production of Gas, such operating costs being capitali-
sed.

Early Producer — Means EGPC and any contractor(s)holding
rights in Gas Reserves allocated to the Gas Export PmJect pIi-
or to setting up of JOCO or of any other co -operative arrange-
ments and to be produced and delivered to said entities.

Essential Reguirements — Means the pre-requisites for the
achievement of a Gas Export project as set out in pargraph XII.2
of this Concession Amendment.

kxploration Expenditures — Means all costs and expenses
incurred by CONTRACTOR under the Concession Agreement,
as amended, for Exploration operations and for theasseessment
of the Gas Reserves in the Area.
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Export Point — Means the flange (s) connecting the Downs-
tream Facilities with the facilities of buyer or of the Party hereto
taking in kind its share of the Downstream Facilities output.

Gas Delivery Point—Means the flange (5) connecting Downs-
tream Facilities to the outlet from Gas Producer (s) facilities
where Residue Gas is delivered to the Downstream Facilities.

Gas Derivatives — Are nongaseous fuel and/or feedstock
substances produced in industrial processing plants where Gas
o used as raw material, such as, but not limited to, methanol,
‘methyl fuel, synthetic gasoline.

Gas Development — Shall iIfC]ude, but not be limited to,
all the operations and activities pursuant to apptoved work pro-
grams and budgets under the Concession Agreement, as amended,
in relation to '

— Drilling of Development wells, and

— Design, construction, installation, servicing, and mainte-
nance of equipment, Jines, systems. facilities, plants, and
related operations ; to produce and operate said wells ;
to take, save, treat, handle, flare, transport, and deliver
Gas to the Gas Delivery Point (s) ; and to take, save,
treat, handle, store, flare, transport, and deliver Lease
Condensate to the Export Point. |

Gas Discovery Well — Shall mean the first well drilled in
2 new structure capable of producing a rate ol Residue Gas not
lower than an average of 100,000 S.C.M./day, for a period of at
least ten (10) consecutive days.



VaAr A ol ¥ G () § sadl — e J1 B ) V1

i : .

Ehgad 3l cale o izl acbll 5l Kl i el Ol

Mt SN b Sl o ST s) el oy Lot O s sl dlal

LS 7 ol op Nb ¢ OUgdls Olgdly SBY K ¢ OLZ o
Vi S

i ) gl ELIY Joi 3yl Sl OllS e S Shblosd

s N oS e Dot Ll et UG e 308 50 A Aoy Aidls

C'_A; (_;“ L’.-‘Ja.” )L..U L_é_g_,,ll (5“’)"5“ uo.g“ _ﬂ / 3 ('L‘.r_“ ::..‘.:._J.U &..5‘_,‘,:.“

5y s C\_;:j*y"l PR PR S 15 1S S o N el lu g e a3 g2
o gxdl 5gee O HLISb ot Jadl CL.:":” 3 b oo bl

: bJ}?-I_g ;.:JE.H (5.::){:“ Q.aﬁi don ot Um-ﬂ-:"_,

R PRI P B WP 4

) e sl o s dm i J 5kt 8 (7)
J'G'L;- L-B_QJA,- Lﬁﬁ' (j.ﬁ g:)‘.é J";[—*"’ U'L: L;_ﬁ'.':a:? C;b")ﬁ' St u_.:ls\:.- S 9> 9
o Dol N aadl e Slal as

:_:..__9_3 i_,a-La.l\ ‘_5_}9:“ _;«_C- _,L’J‘ a\wi 5|8 ._J_g_,:-_l‘ Q_:\_i.\..b'j' A=) g
:.5“)1‘,2” a-L._‘:-_}]lJ ) (_;jtaji tglﬂ\ .,'_:‘J.&-KE.J| Ur.h_..ab"_j . r\a‘:ﬂ n.._,a:hL.a.U
IO PN A P R ERS e oAl dxn b S e ((sls 1

» @_J{;j);\_ﬁ;ﬁ]‘ _;U‘a :.,l_;,L;H CJ“"‘"‘:‘L:"- 'y C'.a‘_,zu-kt” aﬁh LJ“G} A 4:_:-‘ M‘" | Qe

T v de g s adl masll ol od 4 PEN T Ctﬂ”i
¢ f“_;—JY‘ :-Lélﬂ.:y &:_.bﬂ‘ \:Lb Oyt EJ..E'..C- :i.nj‘J“ Ejl._.h Oy




\V \‘\M‘LJ_,LY'Q(,:B‘)Q\-JA.N__LWJH rs)

Gas Products — Shall mean Natural Gas liquids extracted
from Residue Gas in the Downstream Facilities and consisting
primarily of one or more hydrocarbons heavier than methane,

such as ethane, propane, butanes, and heavier component
mixtures.

Gas Reserves — Are estimated quantities of Gas which
geological and engineering data demonstrate with reasonable
certainty to be originally recoverable from known Crude O1
and Jor Gas proved reservoirs.

Reservoirs are considered proved if producibility 1s suppor-
ted by either actua! production or driil stem tests. The area of
a reservoir considered proved includes

(1) that portion delineated by drilling and defined by gas-
oil, gas water or o1l water contacts and

(2) the adjoining portions not yet drilled but which can be
reasonably judged as productive on the basis of relevant
and available geological and cngineering data.

In the absence of information on fluid contacts, the lowest
known structural occurrence of Gas <hall be the lower limit of the

TesServolr.

Reserves estimates aie prepared for all categories of Unfla
red Associated and Non Associated Gas. Estimates 1include

gaseous equivalents (in Btu) of Natural Gas Liquids expected 16
be recovered from reservo natural Gas as it 1s produced, but

do not include non-hydrocarbon gases.

Initial Commercial Production — as the meaning set forth
in sub-paragraph XIV.l. a of this Consession Amendment.
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J(.;int Operating Company (JOCQ) — Has the meaning set
forth in sub paragraph XII.2. a of this Concession Amendment,

Late Producer — Means any Producer, holding rights 1
export Gas Reserves, other than those included in the Early Produ- '

cer definition, from which Residue Gas is delivered to the Downs-
tream Facilities.

Lean Gas — Means Gas from which Natural Gas Liguids
have been separated.

Lease Condensate — s a Natural Gas Liquid recovered from
Non-Associated Gas, gas-cap gas and from dissolved pas when
further processed, in lease separators and field facilities upstieam

of the Gas Delivery Point. Lease Condensate consists primarily
of pentanes and heavier hydrocarbons.

Liquefied Natural Gas (LNG) — Means natural Gas which -
consists principally of methane and ethane and which after the

Separation of Natural Gas Liquids is in a liquid state at approxi-
mately atmospheric pressure.

Member Company — Means an individual corporation,
partnership, or other similat legal entity, including the A.R.E.
‘Contractor, owning a pzareentage of a contiactor’s participating

interest in the Concession Agreement or in any other A.R.E.
concessior agreement.

Natural Gas Liguids (NGL) — Are those portions of reser-
voir Gas which are liquefied at the surface in Jease separator field

facilities and/or gas processing plants. Natural Gas Liquids

. |
include Lease condensaie and Gas Products.

National Gas Reserves — Has the meaning set ferth in para-
graph VIIL1.
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Non-Associated Gas — Means natural Gas which is 1n reset-
voirs that do not contaip significant quantities of Crude Oil.

Other Contractors — Means each and all of the contractors

having concession rights grantsd by the A.R E. under agreements

other than the Concession Agreement, as amended.

Producer — Means EGPC and any contractor (s) holding

richts in export Gas Reserves to be produced and delivered to
the Downstream Facilities.

Repayment Date — Means any of the dates when compem-
sation from EGPC is due to CONTRACTOR for the Gas Reser-

ves surrendered to EGPC, pursuant to Article Xl herein,

Residue Gas — Is Gas from which Lease Condensate has
been extracted in field facilities and which is supplied to the Down-

stream Facilities at a Gas Delivery Point.

Target Date — Is the date that the Gas Export project

Coordination Committee establishes for the Essential Require-

ments to be met, pursuant to paragraph X1 (2).

Technical Leader — Has the meaning set forth in sub-para-

graph XII.2.a.
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Unflared Associated Gas — Is 1) the natural Gas, commonly
known as gas-cap gas, which overlies and. is in contact with Crude

Oil 1n the reservoir ; and/or.

ii) the natural Gas which was in solution in Crude Oil at
original reservoir temperature and pressure, and which is or will
be collected and supplied to EGPC for the domestic market or to
the Gas Export Project.

For the purpose of accounting the gas under 11) above in
the Gas Reserves, the volume of such gas for each reservoir shall
be the volume of the gas already collected and/or the volume of :
such Gas based on future oil production anticipated for the whole
period of Gas collection] Future Gas production 1ates shall
be based on the gas to oil ratio projections made under the assum-

ptions of sound oil reservoir management principles.

S.C.M.—Means standard cubic meters

ARTICLE II
OBJECTIVE OF THIS. AMENDMENT

This Concession Amendment i1s made and entered into by
EGPC and CONTRACTOR in the frame of a general policy pur-
sued by the A.R.E. and aimed at boosting Gas Exploration 1n the

A.R.E. over a preset period to time.
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Consequently the objective of this Concession Amendment
is to amend and complement the Concession Agreement in order
to set forth specific provisions applicable to exploration, develo-
pment, exploitation and exportation of Gas, taking into account
the A.R.E. ’s requirements to Satisfy its NMational Gas Reserves

ARTICLE III _
ANNEXES TO THE CONCESSION AMENDMENT

Annex “1’’ hereto embodies the principles that shall govern
the construction and the activity of the Joint Operating Company
(JOCO), to be formed pursuant to paragraph XII.2 (a).

Annex ‘277 1s a form of a Letter of Guaranty to be issued

bv National Bank of Egypt or any other acceptable bank (s) and
to be submitted by EGPC to CONTRACTOR at the time of

CONTRACTOR'’s Member Company (ies) entering into finan-
cing arangement to finance the Downstream Facilities or a share

thereof, in the event the flow of Gas from the Area is interrupted
as a result of any A.R.E. Governmental act.

ARTICLE IV

EXPLORATION TERMS AND RELEVANT WORK
PROGRAM AND EXPENDITURES

1. As and from the Commencement Date the Exploration Pha-
ses of the Concession Agreement shall be as follows :

Phase I — Two (2) years starting from the Commence-
ment Date.

Phase 1] — Two (2) years starting from the expiration date
of Phase 1.

Phase III — One (1) year starting from the expiration date
of Phase 1l.

Phase IV — One (1) year statting {rom the expiration of
Phase IT1I.
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______________________...____:———————-—-—————
The commitments as to the Exploration obligations under

taken by the CONTRACTOR as setout in paragraph IV 2.
shall be firm as to Phase I. CONTRACTOR shall be relea-

sed from the Exploration obligations undertaken with res-
pect to any subsequent phase by notifying EGPC to this
effect no later than thirty (30 ) days prior to the commence-
ment date of any such subsequent phase ; in this event CON-

TRACTOR shall relinquish the entire Area, with the excep-
tion of any parts of such Area which CONTRACTOR 1s

entitled to retain in case of Gas discoveries or Crude Oil
discoveries, in accordance with the provisions set forth here-

after |
5. The CONTRACTOR shall undertake the following Explo-
~ ration obligations
A) The minimum expenditure commitment of CONTRA-
CTOR for Phase I shall be of ten (10) million U.S. Dol-
lars. '

A During such Phase CONTRACTOR shall drill two (2)
~ wells and such wells will be wildcat wells.

B) The mmmum expenditure and work commitments
 of Contractor, in Phase II to IV shall be as follows ;

_phagse II - Ten (10) million U.S. Dollars. During
such phase one well shallbe drilled regard-

less to water depth.

__phase IIT - Five (5) million U.S. Dollars. During
such phase one well shall be drilled regard-

less to water depth.

_ Phase 1V : Five (5) million U.S. Dollars. During
such phase one well shall be drilled re-

osardless to water depth.
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If, at the end of each Phase as provided for in paragraph 1V,
1, drilling or well testing operations are still being carried out,
a six (6) month extension period, overlapping the subsequent
Phase, if such Phase 1s elected or the Assessment Period, as
the case may be, shall be granted without CONTRACTOR
incurring further commitments. Any expenses incurred
during the sixth month extension period will be offset to the
extent necessary, against the commitment deficiency, if any,

of the Phase so extended.

Notwithstanding anything to the contrary which may be
contained or implied in the foregoing, CONTRACTOR’s
Exploration obligations shall comprise all Exploration opera
tions and relevant expenditures carried out or Incurred

by CONTRACTOR under the Concession Agreement.

Any Exploration Well drilled in each Phase in excess of the
work commitment wells for such Phase, shall be carried for-
ward and credited against the work commitment obligation
set forth for the succeeding Phase. Any amount expended
by CONTRACTOR in excess of the obligations provided
under paragraph IV. 2 in respect of any Phase shall be car-
rid: forward and credited against the expenditure obligations
required to be spent in the next succeeding Phase in the ev-
ent that such excess amount so expended is attributable to

(a) Major accidents occuring in the drilling of the commi-
tment Exploration Wells, such as loss of hole or other
like circumstances ; and/or.

(b) the drilling of additional Exploration Wells in excess of
the commitment Exploration wells.

Any dxficiencies in the amounts required to be expended
by CONTRACTOR in any one Phase shall be paid i cash
to EGPC by CONTRACTOR at the end of the relevant
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Phase, or at the end of the extension period, if any ; provided ,

however that commitment deficiency payments will be dee-
med as EXxploration Expenditures ; and provided further
that if a deficiency 1s incurred for rig wunavailability not
amounting to force majeure but not imputable to CONTRA-
CTOR’s neghgence then CONTRACTOR shall have the
r1:hit to carry forward such deficiency and add it to its com-

mitments for the next Phase (s).

ARTICLE V

GAS ASSESSMENT PERIOD

CONTRACTOR shall have one (1) year (hereinafter called
the “Gas Assessment Period’’) in which to assess any Gas

Reserves alreadv discovered in the Area.

Such Gas Assessment Period shall apply at the end of the Jast
elected exploration phase. Notwithstanding the foregoing,
in case all the Phases are elected, the Gas Assessment Period

shall correspond to the last twelve (12) months preceding
July 15th 1987.

During any portion of the last elected phase which may last
after July 15, 1987, CONTRACTOR shall have the right to
cairy on Exploration activities in accordance with the ap-
proved Work Programs and Budgets. At the end of the year
in which such portion of the lest elected phase, or any exten-
sion thereof, expires, the EGPC’s compensation for the sur-
rendered Gas Reserves, provided that such compensation
is due and payable by EGPC at the end of the Assessment
Period, shall be adjusted on the basis of any changes mean-
time occurred to Exploration Expenditures and to the Gas

Reserves.
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ARTICLE VI
MANDATORY RELINQUISHMENTS

CONTRACTOR shall have the right to conduct Explora-
tion on the Area and shall have no mandatory relinquishments
due until the expiration of Phase I. Upon the expiration of Phase
I, CONTRACTOR shall relinquish twenty five percent (259%)
of the Area with the option of retaining in part or totally the Area
to be relinquished provided that additional commitments are
agreed upon between EGPC and CONTRACTOR. Upon the
expiration of Phase II, CONTRACTOR shall relinquish an addi-
tional twenty-five percent (25 7;) of the original Area with the op-
tion of réetaining in part or totally the Area to be relinquished pro-
vided that additional commitments are agreed upon belween
EGPC and CONTRACTOR,

At the end of the last exploration pericd or at the end of the
assessment pericd whichever date 1s later, CCNTRACTOR shall

relinquish all the remaining pait of the Area excluding :

(i) any parts of said Area which have been converted or
have been applied to be converted into o1l development

lease (s)

and

(iiy'F Such 3’ x 3% blocks as will encompass its assessed Gas
Reserves.

ARTICLELVII
"OIL' DISCOVERIES

Any discoveries of Crude O1l made by CONTRACTOR

during theterm of the Concession Agreement, as amended, in the
Area shall be governed by the terms and conditions of the Conces-

sion Agreement.
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ARTICLE VI
ESTABLISHMENT OF NATIONAL GAS RESERVES

1. EGPC and CONTRACTOR acknowledge and agree
that the A.R.E. shall require for its own uses a certain
volume of Gas Reserves (hereinafter referred to as the “Na
tional Gas Reserves””), such volume lof National Gas
Reserves to be fixed before the end of the Assessment Period.
The Parties hereto agree that as of Cecember 31,1979, EGPC
holds an amount of Gas Reserves discovered in the A.R.E.
(EGPC’s Gas Reserves) equal to four (4) trillion standard
cubic feet or the equivalent of one hundred and thirteen
(113) billion S.CM. The difference between the amount
of National Gas Reserves and EGFC’s Gas Reserves (inclu-
ding EGPC’s Affiliate (s) Gas Reserves but excluding A.R.E.
CONTRACTOR Gas Reserves), updated at July 15th 1987,
shall te mede vp frem a contributicn given by all the con-
tractors holding Gas Resetves in the A.R.E. The contri-
bution shall not exceed the amcunt recuired to reach a total
of twelve (12) trillion standard cubic feet of National Gas
Reserves (three hundred and forty (340) billion S.C.M.)

including EGPC’s Gas Reserves. |

2 The contribution sbare from each contiato: shall te in the same
proportion that the total amount of its assessed Gas Reser-
ves bears to the total Gas Reserves assessed for all the con-
tractors in the A.R.E. Any quantities of each contractor’s
Gas Reserves in excess of 1ts contribution share to the National
Gas Reserves shall be eligible to be included in the Gas

Export Project if such contractor so elects.
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3. From the Commencement Date onward EGPC shall, perio-
dically or when necessary, update EGPC’s Gas Reserves
and shall give written notice thereof to CONTRACTOR.
Any variation in volume to the previously notiied EGPC’s
Gas Reserves is to be attested by a report issued by an
iternationally recognized independent petroleum reservoir
engineering firm engaged by EGPC.

"ARTICLE X
GAS EXPORT PROJECT FEASIBILITY STUDY PERIOD

Once the National Gas Reserves have been satisfied under the
provisions of Article VI1Ii, then the Gas discoveries made m
the Area and encompassed in the 3’ x 3’ blocks as provided for in
paragraph V1.2 (b) may be retained by the CONTRACTOR for a
period of seven (7) successive Years (such period to be herein-
after referred to as the “Gas Export Project Feasibility Study
Period™’) starting from July 15th 1987. Duing such Gas Export
Project Feasibility Study Period, CONTRACTOR, either on its
own or 1n association with Other Contractors, as the case may be,
shall cause a Gas Export Project Feasibility Study to be condue-
ted o1 certified by an internationally recognized independent
engineeting firm for the purpose of determining whether a Gas

Export Project 1s technically and economically feasible to under-
take. It CONTRACTOR, after completion of such Gas Export
Project Feasibility Study, decides to go forward with respect to
such Gas Export Project , then a twenty (20) year Gas develop-
ment lease covermng all portions of the Area mutually agreed as
containing Gas Reserves capable of being produced and not
relinquished by CONTRACTOR and starting from the expira-
tion ¢t the Gas Expotrt Project Feastbility Study Period or the
commencement of Gas commercial production, whichever first
cccers, shall automaticaily come 1mito existence to the benefit of
CONTRACTOR.
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This twenty (20) year period may be renewed for an additional
period of ten (10) years at the option of CONTRACTOR upon

six (6) months prior written notice to EGPC.

Notwithstanding anything to the contrary that may be con-
tained or implied in the Concession Agreement , as amended,

all the relevant provisions of the Concession Agreement, as

amended, wili remain in fuli force until the expiration of the

ast toZexpire above mentioned Gas development lease.

CONTRACTOR, after itsidecision to go forward with the

Gas EXpOI‘t Project, shall carry out all the necessary action 1n order

to achieve commercial production of Gas, from the Area.

In the event that no commercial production of Gas is esta-
blished within six {6) years fromithe end of the Gas Export Project
Feasibility Study Period, CONTRACTOR’s Gas Reserves availia-

ble for export shall besurrendered to EGPC, unless otherwise agreed
upon by EGPC and CONTRACTOR.

In the event no Gas production hasto be contributed from
any 3’ X 3’ block(s) or a part thereof to the Gas Export Project,
wihtin the frams of the overall Gas Development plan, then such
3’ s 3 block (s) or a part thzredt shall be surrendered to
EGPC within six (8) years from the Initial Commercial Produc-

tion of Gas unless otherwise agreed by EGPC.
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ARTICLE X
EGPC USE OF GAS RESERVES

. During the period starting with Phase I and ending on July
15th 1987 or upon the expiration of Phase III (or its exten-
sion) whichever date is later, EGPC shall have the right to
produce and supply the domestic market with quantities
of Gas not to exceed the maximum rate producible, according
to standard industry practice, from that share of the Gas

zserves discovered in the Area to be contributed to the
National Gas Reserves, pursuant to the provisions herein
contained, at its sole cost and expense,

EGPC right may be exercised during such period, when the
1eguired production cannot be rteasonably obtained from
EGPC’s Gas Reserves. In the event, on July 15th 1987 or
at the end of Phase IIT (or its extension) whichever date is
late1, the production rate of Gas delivered, or to be delivered
by EGPC, trom a specific field to the domestic market is in
excess of the maximum rate producible from the Gas Reserves
of that field allocated to the domestic market, as herein
provided, then, by mutual agreement, the CONTRACTOR’s
total contribution to the National Gas Reserves shall be
reallocated, by mutual agreement, to the necessary extent,
among the field discovered in the Area or, failing such mutual
agreement or 1n absence of other fields, said production
rate shall be reduced within the limits allowed by the Gas
Reserves of that field allocated to the domestic market,
and allowed by all the "provisions of this paragraph X.1.
Provided, however, that any production of Unflared Associa-
ted Gas shall not impair the optimal production of the Crude On
associated with Gas.
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2. EGPQC shall havs ths right to produce out of the Gas Reser- -
ves in each fisld contained in the Area the share therefrom
to b= contributed to the National Gas Reserves, as defined
in Article VIII, which has been allocated to the Area, from
the commencemsnt of the Gas Export Project Feasibility
Study Period and, if applicable, during the Gas development
lease period, under the terms and conditions as outlined in
paragraph X.I, less any amount already taken by EGPC

pursuant to such paragraph X.1l.

3. Notwithstanding anything to the contrary which may be
contained or implied in the foregoing, EGPC and CONTRAC-
TOR may agree to differently distribute the Gas Reserves
contributed to the domestic market by durning over an entire
Gas ficld(s) to'EGPC to satisfy EGPC’s rights under paragra
phs X.1 and X.2in retuwrn for EGPC’s relinquishment of its
share in other Gas field(s) within the Area.

4. CONTRACTOR shall have the right to produce from any
reservoir up to the total amount of Gas Reserves therein,

less the amount of National Gas Rasarves, if any, attributable
to such reservoir CONTRACTOR’s production rate shall
b: szhzdatzd by takinz into aczount (i) thes maximum rate
allowzd by ths whole rzs2rvair aczording to the good industry
practicc and (i) EGPC’s rights pursuant to paragraphs
X.1 and X.2 above.

5. For the whole pzriod of time in which CONTRACTOR
shall hav: maintainad its rights in 1ts Gas Reserves pursuant
to ths tzrms and conditions provid:d for hereunder, EGPC
and CONTRACTOR, or one or mote of the Member Com-
panies of CONTRACTOR, may enter into a sepafate written
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Domestic Gas Supply Agreement containing mutually accep-
table terms where by CONTRACTOR of one or more of
the Member Companies thereof, as the caes may be, will
carry out, in accordance with the rights and obligations set
forth in the Concession Agreement, as amended, the develop-
ment of EGPC’s share of Gas Reserves, in order to supply
Gas to the domestic market, pursuant to paragraphs X.I,
X.2 and X.3 at a price to be mutually agreed. Absent such
agreement neither CONTRACTOR nor any CONTRAC-
TOR’s Member Company shall have any obligatiOn to

produce, process, or distribute any such Gas.

ARTICLE XI

COMPENSATION FOR THE EXPLORATION
EXPENDITURES

1. In the event that at the end of the Assessment Period as
provided forjin Article V. CONTRACTOR has not discovered
Gas Reserves 1n excess of seven (7) billion S.C.M. in the Area,
CONTRACTOR shall be bound to surrender all such Gas
Reserves and, upon expiration of Phase III, or any extension
thereof, whichever date occurs later, to surrender its entire
Area to EGPC, excluding any parts of said Area to be retained
pursuant to sub-paragraph VI.2 (a). with no furtherZobliga-
tions on the part of the CONTRACTOR to EGPC, or’vice

versa, with respect to such Gas Reserves.



PIERI-C AP P (R R SR

:‘)’“Lh:ésjj‘-}l| _"j/:-u L_;.:-U

Lol e 4 5 L B e il O Gl ST LIS B> G (1)
o e el o G 51 il 358 306 B U
AT LN B b i e ¢ Bl Ly ¢ VY
5 0,58 of bon ¢ e bl LA e (o) 5 (¥) ol 24l
o b iy Al BV el o e e G
el e i o L G mes Mitens J 1l oelie 2
R [ R N s S
(o) 3Adl @y 34 545G s 63Ul blasd e Usilh ad J5i

o L L.‘)l:u” 5aL o

SE e ablist ) e Jils YO dslat HE L 13 A 3 (o)
Sl el £ 2e Goa UGl oy g |l e o SV
g s of e Jlll e 06 ann b YRR GUESYY
L}A __r,.......Cf O...ﬁlx]\ CJ'JL L),J.Ca ;QL_.-» La}: (3\#) L:;\.t.__......u: I Ee ULB
Bl llst ) b Led e ) LB DS A8AY 2y
bl 8405l 5yl U Olblosd 48 =5y (W
g 23 opelCo Ausdid dus 5o Slall (e LY S e (Gt
iUﬁ‘.ﬂ‘j t&@“ Uy ;}f lga‘-\:;::;u' ul.f-' 'Ja':' ‘,:]_'}J L:}: LEJ:MJ Hzi-u.o



al—

2. Provided that at the Assessment Period¥ CONTRACTOR
has . discovered Gas Reserves in excess” of “seven (7)

billion S.C.M. of Gas in the Area, then CONTRACTOR
shall . be_repaid as” hereinafter provided.

(@) In the event CONTRACTOR elects to surrender all its
assessed Gas Reserves to EGPC atthe end of the Assess-
ment Period or on July 15th”1987. as the case may be,

the provisionsf of para graphs XI.3 and XI.5 shall apply,
subject to such Gas Reserves teing attested to by an
independent internationally  recognized petroleum

- Teservoir  engineering firm mutually agreed upon by
EGPC and CONTRACTOR. The Repayment Date

shall te the date On which such Gas Reserves are

surrendered and payment shall be made pursuvaut to
paragraph XI.5;

(6) In the event CONTRACTOR elects not to surrender all

its assessed Gas Reserves, due to there being a possibi-
lity of achieving a™Gas Export Project pursuant {o
Article IX, then , not later than ninety (90) days before

July 15th 1987, CONTRACTOR shall submit to
EGPC a written statement (hereinafter called the

“Gas Reserves Notice’) which shall” state the estimated

Gas Reserves which lie within the” Area. Such Gas
Reserves shall be attested to by an independent interna-
tionally recognized petroleum reservoir f engineering

fim mutually agreed upon by EGPC and CONTRA.-
CTOR;
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(c) Not later than six (6) months from the above deadline
for the submission of the Gas Reserves Notice, EGPC
shall serve upon CONTRACTOR a written notice (he-
reinafter referred to as First Gas Resetves Election
Notice’’) which shall contain the following information

and elections :

(i)

(if)

(ii1)

The total amount of the estimated (Gas Reserves

found in all of the A.R.E. as of a date a8 near as
possible to the date of the First Gas Reserves Ele-

ction Notice. Such amount, to be attested to by
a2 mutually agreed upon independent international-
ly recognized petroleum reservour epgineering tfirm
(s), shall be divided in two categories :

— EGPC’s Gas Reserves, as updated ; and

— Gas Reserves discovered in all the existing con-
cession areas (hereinafter referred to as “Second

Category Gas Reserves”) ;

The total contribution of Gas which EGPC esti-
mated will be required in order to supply the ‘domestic
requirements of the A.R.E. from the Second Cate-

gory Gas Reserves ; and

The percentage of the total amount of Gas Reserves
found in the Area which EGPC desires to  set aside
for exclusive use to supply the domestic market of
the A.R.E. : such percentage, to be hereinafter
referred to as the “Domestic Allocation Percentage”,
<hall ont exceed th: ratio that the totalthe contribu-

tion of Gas under (ii) above bears to the Second
Category Gas Reserves times one hundred (100) ;
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(d) If CONTRACTOR is eligible for compensation under
this paragraph XI.2, it shall have the option, to be exet-
cised within ninety (90) days from the date of receipt
of EGPC’s First Gas Reserves Election Notice, to
proceed 1nto the Gas Export Project Feasibility Study
Period provided forin Article IX, in which event the
provisions of paragraph XI.4 shall apply, or to sur-
render all the Gas Reserves and the Area to EGPC,
excluding any parts of said Area to bhe retamned pur-
suant to sub-paragraph V (b) (1), in which event the
provisions of paragraph XI.3 shall apply. On the
basis of CONTRACTOR’s option, and Other Cont-
ractors’ options relevant to the same matter, EGPC
shall update in writting its First Gas Rescerves Election
Notice by a new notice (hereinafter called “Second Gas

Reserves FElection Notice) to be given within thrity
(30) days from the deadline ‘set forth hereinabove for

the CONTRACTOR’s option; and

(e) In the event EGPC’s Gas Reserves and/or Szcond Cate-
ogory (Gas Reserves are subsequently changed for any
reason, then the Domeastic Allocation Perceatage shall

be recalculated. For this purpose

(i) Ninety (90) days before the end of each year during
the Gas Export Project Feasibility Study Period,
CONTRACTOR shall give written notice to EGPC
of any change which has occurred to its Gas
Rserves ; and
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(i) At the end of each year during the Gas Export
Project Feasibility Study Period, EGPC shall give
written notice to CONTRACTOR of any change
which has occurred to both categories of Gas Res-
erves.

(/) If CONTRACTOR celects or i1s required to surrender all
its Gas Reserves as a consequence of the amount of its
required contribution to the National (Gas Reserves,
then CONTRACTOR shall maintain a right to the ex-
port of Gas for six (6) years after the date of saide total
surrender, provided that, at the time of surrender, CON'T-
RACTOR notifies EGPC of its election to retain the right
to export gas.

Following such notification, EGPC shall, trom time to

time or within ninety (90) days from CONTRACTOR’s
request 1n writing to CONTRACTOR, update the info-
rmation required therefore.

Such right to export gas :

(i) shall have as its object an amount of Gas Reserves
corresponding to the share of CONTRACTOR’s
Gas Reserves exceeding the Domestic Allocation
Percentage Share updated on the basis of all Gas

Reserves then assessed in the A.R.E
4

( 77) shall beexercisable if new discoveries and assessments
of Gas Reserves made in the A.R.E. during the 51){
(6)¥years following CONTRACTOR’s Sulrende-l,

are such as to show that a gas export project *mght
be feasible ;

£

(iii) shall be mmplemented by restoring, whenever rea-
sonably possible, CONTRACTOR's rights, duties
and obligations as’ to Gas fields or portions thereof



\Mvawwjbrd(ch)q;.ul —dww JBn Al 0 0

it B g Y Ik s L ¥ el
danlin by 3 e J.:L..ll Sl el U..Co g N 151 4
J2dll e AUl Sl blosl e das Ialati, Jolihl 3 g
@E‘m-——-L—ﬂeﬁ N> B e — 5T Al e 5 O
Bl Gladl 2l O6 Jbe a1 e 4T pggall oy o azhil

!U—-;’__ baze Jolall Jlo Gds gl Gy 4BVl sl e

. j_-Lﬁ.jl (_j 40 L_JLM

IHT G padl @ diad JoLall dujles OB & s
SOl o galll 4] Saal g dadng Tas Sl b 46ld dasls
o b @ WU el g el NS e Lo
&2 7=l o R al.ll le 356 JI uw}!l{ gl 13
o Jotall e JLL VLL 496 Mozl gLl g b (T algl
S Adl 4 le jos e oo L1 Ly 3514 &l Ol 3.9
o ekl SsUL (\") (u)

Jolall ad ST gt 5Ll blasl IS e d0gl 5Ll g L id Al § v
Sl a2 OB ¢ e ankal St oy ( ) ( ) i (") 5 adl a2t
g et Lf::joiﬁl S-L.’-v::“ L'ﬁj” 'L_.....J| \_,!_9.‘3 Y L__A.L.....-u L,jla_e,U C_e_!u Q\ ‘j]p

L9 e jlal o 5 28 el cdes A Al an e el DlES @18 ( | )
casl Gl blost co ¢ 0 Sy b s e IV Al 4
T 5_9..*-1{ :’.9"-:-“-9 \ Ls“’L:-"-‘ u’-’:“ B ‘-U*L’ lse g3 ) 4l 3
oy s OB Al 5,53l O all dlde Xzl . -3 cal
N () st e (1) Ale legis PPN e R I« P P

*



oo \aAr as osle v 3 (wF) sl — s )l B o

still to be developed within the Area ; or otherwise
by turnipg at mutually agreeable conditions to
CONTRACTOR a share of available Gas Reserves
preferably coming from the Area or otherwise also
from outside the Area. It being understood that in
any case the pertinent provisions of this Agreement

shall continue to apply to CONTRACTOR upon |
exercise of its right to export.

‘The exercise of the right to export Gas shall be then
subject to reimbursement in cash in one payment, by
CONTRACTOR of the part of the compensation cot-
responding to the reserves so tramsferred, bearing an
interest starting from the date of payment by EGPC
of each instalment until the date of receipt fiom CON-
ACTOR of all such amounts. The rate of such inte#
rest shall be calculated as provided for 1in Article XI.3

(b).

3. In the event all the Gas Reserves foud by CONTRACTOR
are surrendered to EGPC pursuant fo paragraph XI1.2 (a)

or (d), then EGPC agrees to pay CONTRACTOR a sum.
in U.S. Dollars calculated as follows : ‘

(@) All the Exploration Expenditures including those
expenditures incurred curing the Gas Assessmiet Pericd
times the ratio, hereinafter called “K”’, between the Gagy
Reserves discovered in the Area (expressed in billion
S.C.M.) and seventy (70) billion S.C.M. The value
of K, in order to effect the above multiplication, will
be contained within two limits, the lower being one

(1) and the upper being two (2) ; |
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(6) The interest on Exploration Expenditures shall be calcul-
ated as follows : during the Exploration Period (s) the
Expenses shall be stated on a quarterly basis and each
such quarterly stated expenses shall bear simple interest,
from the end of the relevant quarter until the Repayment
Date, at a rate equal to the average of all of the three
(3) month notice LTBOR mean rates applicable on the
last day of each quarter, such average to be calculated
for the period from the first quarter of Exploration Ex-
peﬁditures until the quarter of the Repayment Date ;

>

4. In the event CONTRACTOR celects to enter mto the Gasg
Export Project Feasibility Study Period, pursuant to para-
eraph XI1.2 (b}, then EGPC agrees to pay CONTRACTOR
the Domestic Allocation Percentage (as set forth in the Se-
cond Gas Reserves Election notice) of the sum calculated
as per paragraphs 3. (a) and 3. (b) above.

Exploration Expenditures including those expenditures in-
curred during the Gas Assessment Period plus :the interest
cn such Exploration Expenditures as set forth in paragraph

XI. 3 (b);

The Repayment Date shall be the date of the Second Gas
Reserves Election Notice, and payment shall be made pur-
suant to paragraph XI. 5.

The repayment according to paragraph XI.3 or XI.4 shall
be effected by EGPC either in U.S. Dollars or, if available for
export, in Crude O1l at CONTRACTOR’s option and by
mutval agreement, in equal quarterly mnstalments (due at the
end of each quarter) overa period of time notexceeding four (4)
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years. To each instalment so dne shall be :dded interest
computed in the manner provided in paragraph XI.3 (b) of
the outstarding balance not paid, it being vrndersicod that
the average of the app]jcable interest rate is calculated over
the period from the Repayment Date to the date the

instalment is due.

- 6. In the case of partial surrender of |Gas Reserves coveled by
paragraph XI1.4 the difference between the sum calculated
according to paragraph 'XI.3 and thefistm calculated and
paid according to parag;aph X1.4 asfadjusted pursuant to
paragraph XI.8 shall be paid by EGPCiin the same manner
as provided for under paragraph X.5 if and when, during
the Gas Export Project Feasibility Study Period, CONTRA-
CTOR surrenders the balance of the Gas] Reserves to EGPC.
The Repayment Date shall be the date of such surrender.

The repayment sum shall :

(a) Not bear any interest, if the surrender of the Gas Re-
serves retained by the CONTRACTOR 1s effected not-
withstanding the evidence of a viable Gas Export Pro-

ject ; or

(b} Bear simple interest for the period starting frcm July
15th 1987 to the date of surrender tut {for no longer than
five (5) years, if, due to the lack of necessary ccnditicns
and notwithstanding the diligence of the CONTRAC-
TOR, a viable Gas Export Project as not achievable
during the Gas Export Project Feasibility Study Period
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Such mterest shall be the average of ail of the three-month
notice LIBOR mean rates applicable on the last day
of each quarter in said period and shall apply to the
difference referred to in his paragsaph XI1.6 excluding
any interest amount being part of such difference.

If no further surrenders are effected becanse a Gas Export
Project has been achieved, the CONTRACTOR shall
then recover through Gas production that portion of Explo-
ration Expenditures which is not repaid by EGPC through
the above methcd of repayment and which has not been
already recovered through Oil Production.

In the event the Domestic Allocation Percentage 1s recalcu-
lated during the Gas Export Project Feasibility Study Peri-
od, appraopriate adjustments ‘shall be made in respect of any

payment under paragraph XI.4.

Any and all payments made by EGPC to the CONTRAC-

TOR under the provisions of this Article X1, whether in U.S.

Dollars or in Crude oil shall be exempt from the payment

of A.R.E. taxes, whether income, gross profits or otherw-
1se.

If at the time the amount of payment for Gas by EGPC un-
der this Article XI is d:termined CONTRACTOR has al-
ready recovered some or all of its Exploration Expenditures
from Crude Oil production as provided in Article XIII of
the Concession Agreement, the amount payable for Gas
Reserves pursuant to this Article XI, adjusted to avoid acc-
rual of interest on costs after their recovery, shall be redu-
ced by an amount equal to the recovery {from Crude Qil. If
M any crlendar quarter during paviment for Gas Rescr-
ves by B3P0 voder this Soticle X1 COWNTRACTOR is
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also entitled to recover Exploration Expendituresfrom Cru-

de Oil nroduction, EGPC shall pay for Gas Reserves du-
ring such quarter only the amount, 1f any, as the scheduled
payment for Gas Reserves may be in excess of the cost re-

covery realized from Crude Ot producticn.

ARTICLE Xli
GAS EXPORT PRGJECT

The Gas Export Project means ail the facilities and opera-
tions necessary to produce Gas from the Area, together with
Gas from other concession areas, as the case may oe, and to
collect, transport, process and export such Gas, in a liqud torm,

Gas Products and/or Gas Derivatives.

1. Export Plan
EGPC and CONTRACTOR acknowledge that :

(a) The contribution of Gas required by the A.RE. for
the National Gas Reserves, would cause the Gas availl-
able for export to be allocated amongst the various
Producers, affording each a reduced quantity of (as

available for export ; and

() It is of mutual 1nterest to achieve after satisfying the
National Gas Reserves the export of all the Gas avail-
able in A.R.E. for export through common Downs-

tream Facilities in order to :

(i) implement economy of scale by constructing and
operating common Downstream Facilities, namely
thase facilities between each concession  (as Dels

very Point and the common EXport Point ;
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(i) provide the necessary flexibility for each Producer's
Gas production in order to ensure a steady and
reliable supply of Gas to the Downstream Facilities
to emhance the operating efficiency throughout
the life of the Gas Export Project.

(¢) Each Member Company participating in the Gas Export
Project shall have the right to take and freely dispose
of an amcunt of LNG, Gas Products and/or Gas Deri-
vatives ccnsistent with the concession agreement to
which it is a party, in proportion to its share. of the
Gas production which is delivered to the Down-
stream Facilities.

(d) Each Early Preducer willing to participate n an export

" yproject (excluding EGPC) shall construct and finance
or cause to be constructed and financed the Downs-
tream Facilities in the same proportion that its Gas
Reserves dedicated to the Gas Export Project bear to
the total Gas Reserves dedicated to such Project, the
relevant expenditures being treated in accordance with
the relevant provisions set forth in its Concession
Agreement. The operatig expenses of the Downs-
tream Facilities shall be allocated to each Early Prod-
acers Contractor in the same proportion that the cur-
rent Gas deliveries from its concession area bears to
the total Gas deliveries. .

(¢) To ensure equity among the Member Companies each
companies rights and obligations (such as Operating
Expense Share and the right to take product) in so far
as they are determined by committed reserves and con-
tributed production, shall be subject to suitable adjust-
ment for Gas quality. [t being understood that the
quality of Gas delivered to the Dovnstream Facilities
will conform to specifications established by the Member
Companies participating in the Downstream Facilities.
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2. Implementation Of The Gas FProject

If only Gas Reserves from the Area are considered in the
Gas Export Project Feasibility Study, then both the
Gas Development and the Downstream Facilities and the
relevant operations shall be carried out by PORI SAID
PETROLEUM COMPANY undzr the terms of its Conces

sion Agreement, as amended.

In case the Gas Export Project Feasibility Study is carrieq
out in association with Other Contractors pursuant to Article
IX and mzd: available to ECPC during the Gas Export
Project Feasibility Study Period, ail the contractors ivolved
and willing to participate in the Gas Export Project shal|
appoint a Gas Export Project Co-ordination Committee
aimed at reaching the following fundamental targets :

() The formation of a downstream Facilities joint Opera:
ting Company (JOCO) which shall take care of the
designing, construction and operations of the common,
Downstream Facilities. Such Operating Company shal
deliver to each Producer all of its share of Gas, Ga
Products and/or Gas Derivatives from the Downstream®
Facilities at the FExport Point. Such Company, I
formed. shall be constituted, owned and operated I
accordance with the principles set forth in AnnsX “1"
of this Concession Amsndment.

The technical expertise and co-ordination necessary f

the achievement of the Downstream Facilities shall ©
made available by the Early Producers’ contractors
For this purpose the Gas Export Project Co-ordiratiod
Committee shall appoint as Technical Leader a Membe¢
Company or a group of Member Companies each with
a specific task. Such appointment (s) will be based oF

the following principles :

(i) volume of the Gas Reserves contributed by the
appointed Technical Leader ,
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(b)

(i) its qualification to act as Technical Leader.

The Technical Leader will provide, under the direct
supervision and control of the Board of JOCO, the
necessary designing, engineering and construction of
the Downstream Facilities, together with a detailed
economic study of the Gas Export Project. The Techni-
cal Leader shall be paid by the joint Operating Company
at cost plus a reasonable fee for its performance.

Notwithstanding paragraph XII.2 (a) above, the commi-
ttee will review alternative forms for the organization

of the Downstream Facilities which may include any
co-operative arrangements other than those stipulated
in the concession agreements. In this context the
Committee’s terms of refreence shall be :

(/) Establish the comparative economics and organ;
ization including the determination of the best

method of financing the Downstream Facilities,
for the alternative forms of co-operative arrang-

ements.

(i) Bxamine the laws of the A.R.E. and all other laws
applicable to the contractors to determinc the
legal implications of any alternative arrangements

examined.

(iii) Following (i) and (ii) above to report findings to
the participating contractors in order that they may
consider any viable alternative to JOCO.

Following the presentation of the report, 1f contractors
wish to pursue an alternative form of co-operative
arrangements for the Downstream Facilities, other than

JOCO, the contractors will seek the approval of EGPC.
Should the approval be obtained the contractors will

direct the Committee to proceed to implement the agreed
organization.
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(¢) Obtaining all ¥ Governmental assistance to facilitate
implementation of the Gas Export Project, including the
obtaining of all the necessary permits for the construction
of the Downstream Facilities in the A.R.E.

(d) Establishing the overall Gas development plan arnd the
commercial production profile over a minimum period

of twenty (20) years.

(¢) Firm commitments of willing contractors to develop
the respective Gas Reserves available for export and to
supply Gas, under specific provisions, to the Downstream
Facilities. For this purpose a Residue Gas Supply
Agreement for each concession area shall be made and
entered into by and between EGPC and the relevant
contractor as one party and the Jomt Operating Company

(JOCO), or any other co-operative arrangement as the
case may be, as the other party ;

(f) The determination that the necessary financing of the
Downstream Facilities i1s available.

(2) The necessary warranties from the A.R.E. Government
as requested by thc importing company (ies) its (their)
government (s) and the financial mstitutions concerning
the dedication of adequate Gas Reserves and the con-
tinnity of Gas Supply to the Gas Export Project.

The above fundamental targets, being pre-requisites ior the
achievement of the Gas Export Project, are heremafter called
“Essential Requirements’” . A Target Date for the {ulhlment
of such Essential Requirments shall be established by the

Gas Export Project Co-oprdination Committee.
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3. Nonwilling Contractor

After the presentation of the Gas Export Project Feasibility
Study and at least eighteen (18) months before the Target
Date set forth for he Essential Requirements, any contractor
1nvolved in the Gas Export Project may give written .notice
to EGPC and to the other willing contractors of its decision
not to develop its Gas Reserves available for export, thus
refusing to supply Gas to the Downstream Facilitics. In
such event, said Gas Reserves shall be deemed surrendered to
EGPC and added to EGPC Gas Reserves for the purpose of
re-assessing the Domestic Allocation Percentage to be con-
tributed by the willing contractors to the National Gas Rese-
rves ; unless, at EGPC option, to be exercised within sixty
(60) days from the non-willing contractor written notice,
the non- willing contractor Gas Reserves available for export
be contributed to the Gas Export Project by EGPC or one
of 1ts affiliates which in such event shall develop such Gas
Reserves and participate in the Downstream Facilities as
contractor (A.R.E. Contractor) by assuming all the rights
and obligations connected therewith, unless other wise herein
provided.

4. Late Producer

In case additional Gas Reserves are made avaliable for export
from concession areas other than the Early Producers’ after
the achievement of the Essential Requirements, then such
additional Gas Reserves may be collected, processed and
exported through JOCO, or any other co-operative arr-
angements, as the case may be, provided that Initial Commer-
cial Production of Gas is not delayed and that enough spare.
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capacity is available or capacity revamping is economically
achievable, and that the producers holding such additional
Gas Reserves will, in the reasonable opinion of Early Pro-

ducers. be able to satisfactorily meet thier financial obliga-

tions.

In such event the Late Producer shall enter into agreement

(s) with the Early Producers, on condition that between
the Early Producer contractors and Late Producer contractor
fair and equitable arrangements are set up as to reflect the
financial burdens and risks borne by the Early Producer
contractors ; provided, however, that no double recoupment
of costs be produced as a result of such arrangements.

ARTICLE XIII
PRODUCTION OPERATIONS
AFTER COMMERCIAL DISCOVERY

1. Upon a Commercial Gas Discovery, EGPC and CONTR-
ACTOR shall form if not previously formed, in the A.R.E.
,an operating company, PORT SAID, pursuant to Article
VI of the Concession Agreement, as amended, \to carry out
Gas Development and Downsteram Facilities and operations

or only Gas Development as the case may be.

2. If both Crude Oil and Gas production are achieved from
the Area, the operating company, namely ;PORT g SAID
shall keep separate accounts in order to let EGPC and CON-
TRACTOR fulfil their rights and obligations under the

Concession Agreement, as amended.
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ARTICLE X1V

RECOVYERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

In case CONTRACTOR carries out an individual Gas Ex-
port Project through which only its available Gas Reserves are
produced and exported, or in case common Downstream Facilr
ties are provided for by a group of contractors, pursuant to para-
graph XIL.2 (a), the following provisions shall apply to Gas :

1. Cost Recovery Gas

(@) Subject to the auditing provisions CONTRACTOR
shall be entitled to recover costs and expenses relating
to all Exploration, Gas Development and Downstreamn
Facilities to the extent of, and out of, fifty percent
(50 % ) per annum, of all Gas, (namely LNG, Lease
Condensate, Gas Products and/or Gas Derivatives)
produced and saved from all development leases hereun-,
der and not used in petroleum operations (hereinafter
called Cost Recovery Gas). Up to an additional ten
percent (10 % ) per annum, that is to say, a maximum
of sixty percent (60 % ) per annum of said gas, Leaseé
Condensate, Gas Products and/or Gas Derivatives,
can be used by CONTRACTOR to recover costs and
expenses by giving thirty (30) days’ written notice to
that effect prior to the beginning of the relevant pro-

duction vear. This additional percentage per annum
mav be obtained by CONTRACTOR on condition;
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that over the entire twelve (12) year period following’
the Initial Commercial Production of Gas, the share of
said Gas utilized for the recovery of costsand expenses
does not exceed fifty percent (50 % ) of the total Gas
produced and saved during said twelve (12) year period. |
For the purpﬁé: of this Concession Amendment the
Initial Cmmercial Production of Gas shall mean the
date on which the first regnlar supply of LNG, Lease

Condensate, Gas Products and/or Gas Derivatives are

delivered at the Export Point.

Siich costs and expenses shall be recovered from the

Cost Recovery Gas in the following manner :

(i) All the Operating Expenses incurred and paid after
the Initial Commercial Production of Gas.

Such Operating EXpens.eS shall be recoverable
either in the Tax Year in' which such eXpenses
are incurred and paid or the Tax Year 1n whjc}
Imtlal Commercml Production of Gas occurs thch
ever is h:LteI date. In case- Qf mmultaneou& DEO-
duction of Crude Oil and Gas, the indirect and
general expenses shall be shared between the Gis
and Crude Oil production in proportion to the
the amount of the Operating Expenses direct
ly attributable to Crude Oil and Gas production
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(7i)) Exploration Expenditures Including those accumul-

lated prior to the commencement of Initial Commer-
cial Production of Gas, shall be recoverable at
the rate of twenty five percent (25 % ) per annum
starting either in the Tax Year in which such expendi-
tures are incurred and paid or the Tax Year in
which Initial Commercial Production of Gas comi-

mences, whichever is later date.

(éii) Development Expenditures, including those accumu-

(iv)

lated prior to the commencement of Initial Commer-
cial Production of Gas shall be recoverable at the
rate of twelve and one half percent (12.5 % )
per annum starting either in the Tax Year in which
such expenditures are incurred and paid or the Tax
Year i which TInitial Commercial Production of
Gas commences, whichever is later date.

To the extent that, in a Tax Year, costs, expenses
or expenditures recoverable per paragraphs (i),
(11) and (iii) preceeding exceed the value of all the
allowable Cost Recovery Gas, as set forth in para-
graph 1. (a) above, for such Tax Year, the excess
shall be carried forward for recovery in the next
succeeding Tax Year or Years until fully recovered,
but in no case after the termination of the Con-

cession Agreement, as amended, as to CONT-
RACTOR.
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(v) For the purpose of determining the classification
of applicable costs, expenses, and expenditures for
their recovery, the following terms shall apply :

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

2 - Gas Development Expenditures shall mean
all costs and expenses incurred and paid In
relation to Gas Development and to the Down-
stream Facilities, as allocated to CONT-
RACTOR, with the exception of the Operating
Expenses. Gas Development Expenditures
shall include fifty percent (50 %) of all interest
paid by CONTRACTOR priorto the Initial
Commercial Production of Gas for the financing
of the Downstream Facilities as provided for in
paragraph XV. 5 hereunder. Such interest shall
be accumulated up to such date and recovered
as Development Expenditures ; and

3 - Operating Expenses shall mean all costs and
expenses mcurred and paid after the Initial
Commercial Production of Gas for Gas
production and Downstream Facilities operations
as allocated to CONTRACTOR, which are
not normally depreciable.

However, Gas Operating Expenses shall include
workovers, repair and maintenance of assets

and shall include also all expenditures incurred
during exploration and development for drilling



Py Al (Jolal e gall ALl saelldl ol G sV Jles
JL:::;-l_g h:.a_'ﬂl JL;.C«T_} AR ﬂi v_.-il.l.g.._.«u" . ! Lf“ ;:JLLa.Uj ..__;L,.@,U)
» LL.J‘Q i\.}ﬁﬂ j L{ﬂu‘} q.__:lﬂ_-.L‘L“

;T of L d ( / ¢ ) R ;Fﬁa——Jﬂi 2 Slo s e Sy 3
Ul e LB 3L e (o) 30 el 5y 51 AL

e osle Obs ally I ot OF ade il e gedll 0w

2 ) G ) JQ bk S B A
d.lstajl Sy Wl o1 LI 5 i J I3 aE s Bf ey (4 2 &3
S R U NN NI RSt

T

pasl gl WIS ple IS 1t G s J5LAlE G5T (O
L R P ol e u'!';' s 9Me ¢ Al ::»i.:sJL.;'Y
3Ll eds e bk (¥) 5 adl B alde oy nle e UL
44 15N .‘:-l.bJL.JY dc_aécu jL_;“ L.nd o3l ‘5\3 ¢ 5 Lo L{UI
Il e b 5 (obsb (1) 4e it 3 AL damme e UL LS, )
L?:'?.:;AJ‘ ‘i..L:b-JA {ajL:.a “hi lj»a]i.u- A J‘JJ_;»L} d\.J"‘LdJ\ “L.l.a_ﬂl ‘__;L_E_qulj
@ bl zut ca s Al (9 (1) (1) e d ot A
pr-asd WG Sob I AE Al s OF Jsl) e OB ¢ L
\.’.‘:J&JA ‘L.ﬂ L_i_*,...aj"j J.na“) s At A3 ,_J}(:J 6.).“ 4l .‘.h‘.'b_.,l.»\.‘;
el ALBIU e Al 1 SalAb (8 s 1 d LIL el
JgL_EU C}i :-3_5 A {'-J.J\,l M‘m‘ Cy® @ A ) Lﬁ’&u‘ d U.a..a__“

-y

4415:':.” als ......-.-u\! uaH;-L‘ 404} d aJLJ” "...i‘ 3




A9

\‘\A?’L u.o_)l.a ‘{”(_é (Clt) ﬂ Al — ;..-.W_)j' 5-5‘?”}.?-.]‘

and completing operations of gas wells related
to items which themselves do not have a salvage
value, as, for example, labor, geological design,
enginecring and other technical assistance super-
vision, amounts paid to drilling and otheér conts-
actors, material and equipment consumed or lost,
perforating, formation testing, cementing, logging
and transportation. Such Operating Expenses
shall include fifty percent (50 %) of all interest
paid by CONTRACTOR after the beginning
of Initial Commercial Production of Gas for the
financing of the Downstream Facilities as

provided for in paragraph XV. 5 hereunder.

(vi) It is urderstocd and agreed upon that the recovery
of costs and expenses as bascd upon the rates referred
above shall be allocatcd to each quarter proportio-
nately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one
quarter, as thus allocated, shall be carrled forward

for rccovery In the next quarter.

(b)) CONTRACTOR shall each year take and separately

dispose of all Cost Recovery Gas produced, plus its
share of the balance of the Gas, as stipulated in paragraph
(2) below of this Article XIV. To the extent that the
value of the Cost Recovery Gas (as determined in sub
paragraph 3. below) excecds the actual recoverable costs
and expendictres, including eny carry forward from
sub poragraph (1) (a) (iv) above, to be recovered In that
vear, the value of such Excess Cost Recovery Gas ac-
twally taken and separately disposcd of by CONTR-
ACTOR shall be paid by CONTRACTOR to EGPC
in the manner set forth in Article IV of the Accounting
Procedure contained in Annzx “E’ of the Concession
Agrecment, and CONTRACTOR shall be deemed to
have purchased such Excess Cost Recovery (as.
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Produzction Sharing :

The remaining percentage of LNG, Lease Condensate, G
Products and/or Gas Derivatives shall be taken and dispos
of separately by EGPC and CONTRACTOR according

the following incremental scale :

e

Gas produced and saved from the Area EGPC | CON
and not used in Petroleum Operations share RACT_
expresscd in million standard cubic mete- sha

rs per d.y % A

(a) Up to 14.2 produced in :
(i) water depths up to 100 meters | 67.5 32

(i) water depths over 100 meters
and up to 200 meters 65.0 | 35

(iif) water depths over 200 meters 64.0 36

() In excess of 14.2 and up to
28.4 produced in :

(i) water depths up to 100 meters 70.0 30.

(ii) water depths over 100 meters |
ard up to 200 meters 67.5 32

(iii) water depths over 200 meters 66.0 34
(¢) Tn excess of 28.4 prcduced In
(i) water depths up to 100 meters 72.5 27

(ii) water depths over 100 meters |
| and up to 200 meters 70.0 30

(iii) water depths over 200 meters 69 .0 31
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3. (a) For the purposes of determining the value of the quantity
of Cost Recovery Gas to which CONTRACTOR s
entitled herevnder during each calendar semenster, the
weighted average price realized in freely convertiblk
currency from F.O.B. point of export sales by either
EGPC or CONTRACTOR under all Gas long term sale
contracts currently in effect for LNG, Lease Condensates,”
Gas Products and / or Gas Derivatives, as the casc may
be.

(b)) CONTRACTOR, upon EGPC request, shall endeavour
to sell EGP(C’s share of LNG, Lease Condensate, Gas
Products and/or Gas Derivatives at the best possible
pricﬁe under long- term sale contracts for pericds of at
least fve (35) consecutive years, and shall pay to ESPC
an amount representative of the procecd of such sales
less a reasonablc percentage representing marketmg fees

and expenses.

4. PORT SAID shall prepare (not less than ninety (90) days prior
to the beginning of each calerdar semester following regular
production) and furnish in writing to CONTRACTOR ang,
EGPC a forecast setting out the total quantity of Gas that
Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester In
accordance with good gas industry practices. Operating
company shall endeavour to produce each calendar semestel
(he forecast quantity. The Gas shall be handled according
to Government Regulat.ons, by Operating Company 1n which
<aid Gas shall be metered or otherwise measured [or
royalty, andthe other purposes required by the Concession

Agreement.
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5. CONTRACTOR shall have the right and the obligation
separately take and disgose of currently zll of the LN:
Lease condensate, Gas Products and/or Gas Derivatives
which it is entitled as is determined in accordance with |
agraphs 1. and 2. of this Article. Subject to payment
sums due to EGPC under parag; aph 1. (b), CONTRACTC
shall have the right to retain abroad all funds acquired by
abroad mcludmg the proceeds from the sale of its sh
of LNG. Lease Condensate, Gas Products and/or (

Derivatives exported.

6. At a reasonable time proir to the Initial commercial Prod
tion EGPC and CONTRACTOR shall meet andagree upc
proccdure for scheduling tanker lifting from the agreed u;
noint of export.

ARTICLE XV
DOWNSTREAM FACILITIES

In ocdar to obtain necessary financing for the constructior
Gas Downstream Facilities, the Parties hereto agree as follo

. EGPC shall obtain its share of the LNG, Gas Products anc
Gas Derivatives at the outlet of the Downstream Factli
on the understanding that all Gas produced under this Cc
ession Amendment, except for Gas required for intel
use for operations and further except for Gas surrend
or dedicated to EGPC under the provisions of Article °
herein, shall be committed to such Gas Downstream Fa
ties including any royalties the GONVERNMENT elect:
take in kind. CONTRACTOR’s Member Company
shall indeminfy and keep harmless EGPC from any ac
or procedure against the share of Gas in the Downstr
Facilities to which EGPC will be entitled at any given tin
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The Gas Downstream Facilities shall be fully or partially

owned by CONTRACTOR’s Member Company (ies) ;
however, such ownership shall be gradually transferred to

EGPC as the relevant costs are recovered according to par-
agraph XIV 1. herein. The entire CONTRACTOR’s Member

Company (ies) ownership of the Downstream Facilities shall
be automatically and wholly transferred to EGPC either upon
full recovery of the relevant costs by CONTRACTOR's

Member Corapany (ies) in accordance with paragraph X1V 1.
herein, or upon the expiration of the duration of this Conc-
ession Amendment as provided in Article IX herein, or upon
the termination of the Comncession Agreement, as amended
under the provisions of Article XXI of the Concession Agre-

ement. or when the field (s) is no longer capabie of production
for export cutside the A.R.E.

(a) EGPC, as representativg of the GOVERNMENT, shall
obtain from the National Bank of Egypt or irom any
other acceptable A.R.E. bznk (s) a «Bank Guaranty»
substaniially in accordance with Annex «2» hereto,
under which the Guarantor Bank (s) undertakes to guar-
antee, as herein provided, fifty percent (50%) of the
financing obtained by CONTRACTOR ’s Member Com-
pany (ies) for the construction of the Downstream Fac-
Tities. Such Bank Guaranty shall be issued in favour of
the CONTRACTOR’s Memler Company (ies) atthe date
of signature of the relevant Loan Agreement, and shall
be applicable only in the event the flow of Gas of the
Downstream Facilities is interrupted due directly to any
A.R.E. Governmental act as defined herein. The total
amount of said Guaranty and the liability thereunder shall
be reduccd automatically each scmester as the instaiments
of the loan are due to be paid or as the costs of the Liow-
tream Facilities are recovered pursuant to the provistons
of this Concession Amendment, whichever 1s greater.
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The Guarantor Bank shall be notified of such reduction

(s) by a EGPC/CONTRACTOR’s Member Company
(ies) joint written statement setiing forth the amount of

the reduction.

Said Guaranty shall terminate when the total loan has
been fully reimbursed , or when the CONTRACTOR’s
Member Company (ies) costs of the Yownstream Facilities
are fully recovered, or when the last instalment oi the
loan is due to be paid, or when the field (s) is no longer
capable of production for export outside the A.R.E.,
or upon the termination of the Concession Agreement,
s amended, under the provisions of either Article 1X
herein or Article XXI of the Concession Agreement,

whichever first occurs.

CONTRACTOR’S Member Company (ies) shall pay,
through EGPC, all fees, charges and expenses of such
Bank Guaranty, and EGPC chall not bear any of
such fecs, charges and expenses; it being understood
that CONTRACTOR’s Member Compzny (ies) 1S ent -
itled to recover such fees, charges and expenses according
to paragraph XIV (1) of this Concession Amendment.

(b) In the event of an sctual intertuption of the flow of Gas
to the Downstrearn Facilities due directly to an A.R.E.
Governmental act, as hereinafter defined, CONTRAC-
TOR’s Member Company (ies) shall notity on the same
date in writing the Guarantor Bank, and EGPC as rep-
resentative of the GOVERMNMENT.

In the event no disagreement exists between CONTRAC-
TOR’s Member Company  (1es) and EGFPC as to
whether or not the interruption of the flow of Gesis due
ditectlv to an A.R.E. Goveinmental act, the QCuvaren-
tor Bank shall pay as from the date of such notice, to
CONTRACTOR’s Member Cempany (ies) fifty percent
(50%) of each loan instalment (s) until such A.R.E.
Goverrmental act has ceased to exist according to a
joint CONTRACTORs Member Company (ics) [EGPC
written notice to the Cuaranior Benk.
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In the event of disagreement between CONTRACTOR’s
Member Company (ies) and EGPC as to whether or not
a particular ‘nterruption of the tiow of Gas is due to
an A.R.E. Governmental act, EGPC may so notify,
with supporting reasons, CONTRACTOR’s Member
Company (ies) and the Guarantor Bank. In this event
the Guarantor Bank shall makeno payment(s)to CONT

RACTOSR’s Member Company (ies) as from the date
of the EGPC notice. The dispute shall be submitted to
arbitration 1n accordance with the provisions of Art-
ticle XXIII of the Concession Agreement.

In the event the result of the arbitratien is in favour of
CONTRACTOR’s Member Company (ies), the Guaran-
tor Bank shall : ‘

(i) Reimburse CONTRACTOR’s Member Company
(ies) with fifty percent (2075) of the instalments due
and paid by the CONTRACTOR’s Member Comp-
any (ies) vnder the relevant Loan Agreement to the
Lender (s) excluding any optional prepayment (s) as
from the date of the notice given by EGPC until
the date the arbitration award is field, or unti] the
the date the Governmental act has ctased to exist
according to a joint CONTRACTCR’s Member
(ies) /EGPC written notice to the Guarnator Bank,
whichever date first occurs, plus interest on each
payment at the same rate as the interest on the Joan

accrued up to the date of said Guarzntor Bank
repayment; and



VAAY Al osle v 3 ((el) G 2l — A J 54

‘('C-a_;‘_a'f) @Jl;' G ¢ Jolil guzaf! (;:,lS';.H) S .l CSJ.:_ — X
o s S5 e LG ((os ) s ¢Sl Bl
Ceprper dasKe 3 ol g 0 Al oy aJult Ll .Yl
gl (D ) S a8 rae U SSl Co ge NS
o cplall el s Jslio)

L 5555 LLJ(_SI L__-.G-HMJJLL&U}-Q_’J‘(L_J\S‘ Jl)
jl:.»\ E,‘J Y3 J ala ol _3...;1:” \QSH\) ay u—u dndd A3 usL.a.ji
‘J.EJ..& k.i&y oaL_...‘dﬂ C".J;:.U ijﬂ-q;u j._.:::..r.“ (L_;S}.‘.“ ) ‘lg‘}..‘“
canldl Je ssMe ¢ ol ey L.%H N LR oL 3!

b g ST 5800 e g Al e s Jhns il
v b ol ead! (O ) Bl AL

AA

'L.:\ ol ¢ Wl PE LS asthsil o Gl B ellill db. 3 ( )

i LS e i pwll 3 o) T s palll ekl Loty LLST
MW\U:JﬂQ\;_m{.Umy_“L.“J;@ . &n;.)
b oA S

3§ 2l Al o U5 OB ¢ Ll B Sage 5 )b e sl
S GG o157l ded Lewlit b pe Jolicd) poall (05201
or 5 e b ds el U Al Oled I aasld
S il Jlal oo Jslll gzl (81 ) o8, i
o lall a1 M gund IS e



44

(¢)

AAF L oyl ¥ () sl — e ) Byl

(ii) Pay to CONTRACTOR’s Member Company (ies)
at the due date (s) fifty percent (50%) of each subs-
equent loan instalment until such A.R.E. Govern-
mental act has ceased to exist, accordmg to a CON-
TRACTOR’s Member Company (ies) / EGPC joint

written notice to the Guarantor Bank.

In the event the result of the arbitration is in favour
of EGFC, the CONTRACTOR’s Member Company (ies)
shall re mburse the Cuarinior Benk eny ¢émrcintpaid by
the Guarcntor Fank to CONTRACTCR’s Member
Comp:cny (ies) as frecm the date of CONTRACTOR's
M¢mber Company(ies notice of the interrupticnof the flow
of Gas until the date of ECFC’s notice of excepticn plus
interest, at the semre 1ci¢ as the intercst on the loan
accrued up to the date of sa’d CONTRACTCR’s Mem-

ber Compiny (tes) repayment.

As ccon as the fow of Cas, ntcrrupted as above mention-
ed, is restmed, any instalments paid by the Guarantor
Bank and not reimburscd or {0 be reimburscd as akbove
provided, up to the date of such resumption, shall be
recovetcd by EGIC as prov.ded hereintelow.

As of the date of such resumpticn, each EGFC and CON-
TRACTOR's Mcmber Company (ies) shall share the
value of the Cost Recovery Gas attributable to Downs-
treams Facilities costs in proportion to each EGFC's
ard CONTRACTOR's Member Company (tes) s total

untecovered Iownstream Facilities costs.
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(d) An A.R.E. Governmsantal act for “the puroses of this
Article means any roder, regulation or direction of the
Government of the A.R.E. or of any subdivisions
theteof whsther promulgated in the form of a law or
otherwise; provided, however, that a Governmental act,

- which definitely results from a iorce majeure situation
under the provisions of paragraph XXII (b) of the Con-
cession Agreement, or which 1s made tor the purpose
of the saving of petroleum or prevention of loss as prov-
ided under the provisions of Article XI of the-Concession
Agrecment, shall not be considered within the meaning

of an A.R.E. Govenmental act.

In applying this paagraph 3. (d), the Parties agree that
good faith and principles of goodwill under the pro
visions of paragraph XXIII (k) of the Concession Agee-
ment shall be used as a basis for any interpretation of

the provisions herein.

The period of interruption of the flow of Gas to the Downst-

ream Facilities, due to any A.R.E. Governmental act shall,
within the purpose of this Article XV, be added to the term
of this Concession Agreement or extension thereof. |

Fifty percent (50%)of all interest paid by CONTRACTR’s Me- F
mber Company (ies) for financing the construction of the Dow-
nstream Facilities shall be treated as Opéra.t_ing Expenses and
recovered in accordance with the provisions of Article XIV
herein : such interest not exczeding the rate for p_rime cus-
tomers plus an additional on= pzreent (1%) over such rate.
Fifty percent (50%) o: all interest paid by CONTRACTOR’s
Member Company (ies) for financing the construction of the
Downstream Facilities prior to the Intial Commercial Prod-

uction of Gas shall be accumulated up to such date and then
recovered in accordance with the perovisions of Article

X1V hereiln.
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The remaining fifty percent (50%) of all the interest paid by
CONTRACTOR’s Member Company (1es) for the financing
of the of the Downstream Facilities shall not be recoverable

and shall be borne by such CONTRACTOR’s Member
Company (ies).

All mterest accrued and paid under this Article shall not be
subject to any A.R.E. Income Taxes whatsoever.,

CONTRACTOR’s Member Company (ies) shali be liable for
any aund all damages incurred as a result of the failure of CONT-
RACTOR to join in the above joint statements and/or noti-
Ce . provided that such (ailure is due to the sole negligence or
misconduct of CONTKACTOR’s Member Company (1es).

ARTICLE XVI
GAS RECYCLING PROJECT

In case CONTRACTOR, after h'aving fulfilled its contribu-
tion to the National? Gas Reserves, considers a Gas recycl-
ing project (namely the production of Natural Gas Liquids
from one or more gas reservoirs, by recycling the reservoir
gas, and the export of such Natural Gas Liquids from the
A.R.E.) feasible, CONTRACTOR shall have the right to
undertake such Gas recycling project by giving written no-
tice of its decision to EGPC at any time during the Gas Ex-
port Project Feasibility Study Pericd, provided that :

(@) The volume of the Gas Reserves discovered in each
CONTRACTOR’s field shall bc assessed and certified
by evidencing the amount of Natural Gas Liquids which
forms part of such volume. The remainder is herei-
nafter called Lean Gas :
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(b) Any Gas recycling project shall not involve these por-

(c)

tions of Natural Gas Liquids included in the Gas Re-

~ serves already surrendered to EGPC for the National

Gas Reserves unless otherwise agreed with EGPC ; in

such a case specific arrangements shall be entered into
between EGPC and CONTRACTOR.

Upon CONTRACTOR’s written notice to go ahead
with a Gas recycling project, CONTRACTOR ~shall

have the obligation to establish commercial production of
Natural Gas Liguids within six (6) years. However,
such six (6) year period, may be extended if actual cir-
cumstances justify such extension in the reasonable OPpi-
nion of the Parties hereto. A twenty (20) year Gas deve-
fopment lcase shall autoﬁatically come Into existence,
starting from the date of said notice, to the benefit of
CONTRACTOR.

This twenty {20) vear period may be renewed for an addi-
tional period of ten (10) years at the option of CONTR-
ACTOR upon six (6) monihs prior written notice to
EGPC.

‘The provisions, of Article X1V of this Concession Amend-

(d) |

ment and Annex E, of the Concession Agreement
shall govern the export, title and value assessment of
the Natural Gas Liquids obtained from the Gas recy-
cling poject. All the recoverable costs and expenses'
shall be those recoveiable for Gas according to para-
graph XIV 1. (a) of this Concession Amzndmﬁnt?agg
Annex E of the Concession Agicement and shall include
the portion of Exploration Expenditures which are not

e RN
R S T

repaid by EGPC pursuant to Article Xl herein.
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ARTICLE XVII
DOCUMENT PRIORITY

The provisions of this Concessiorir Amendment shall super-
sede any conflicting provisions of the Concession Agreement to
the extent, and only to the extent, of the conflict. In the event
of ambiguity between the provisions of this Concession Amend-
ment and the provisions of the Concesssion Agreement, the provi-
sions of this Concession Amendment shall control. Except as,
and to the extent, conflict or ambiguity may be resolved as provi-
ded 1n this Article XVII, all provisions of the Concession Agree-
ment shall remain 1n full force and effect to the extent provided in
the unamended tform of the Concession Agreement.

ARTICLE XVIII

SPECIFIC AMENDMENTS TO CONCESSION
AGREEMENT

The Concession Agreement is further specifically amended
as follows :

1. Amend paragraph I (b) to read as follows :

“Development’ as applied to Crude Oil, shall include, but
not be limited to, all the operations and activities pursuant
to approved work programs and budgets under this Agree-

ment,
(i) with respect to the drilling ot development wells, and

(i) with respect to design, construction, installation, servi-
cing and maintenance of equipment, lines, systems, faci-
lities, plants and related operations, to produce and
operate said wells, to take, save, treat, handle, store,
transport and deliver Crude Oil for export, and to under-
take repressuring, recycling and other secondary reco-
very projects’’.
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2. Amend paragraph I (d) to read as follows :

“Liquid Crude Oil’’ or “Crude Oil”’ means any hydrocarbon
produced from any oil jwell'in the Area which 15 1 a

liquid state at the wellhead or lease separator.

3. Amend paragraph 1 (e) to read as follows :

“Gas’’ is natural gas both associated and non-assoctated,
as included in the Gas Reserves and allfof its constituent
elements | produced from any well inthe Area and all
non-hydrocarbon substances therein ; 1t includes Lease

Condensate and Residue Gas.

4. Amend paragraph III (3) tojread as follows :

“The COVERNMENT shall own and be entitled, as herei-
nafter provided, to a i*byalty in cash’or in kind of ten percent
(10%) of the total quantity of Crude Oil produced and sa-
ved from the Area during the term of this Agreement including
renewal. Such royalty shall be borne and paid by EGPC
out of its share of Crude !Oil and shall not be the obligation
of CONTRACTOR. The payment of royalties by EGPC
shall not be deemed to result in incomeFattributable to CON- |
TRACTOR”. '

5. (Cancel paragraph III (b).

6. Amend paragraph III (e) by adding at the end of fiist
[ sentence : '

“unless otherwise agreed by EGPC and CONTRACTOR”
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7. Paragraph III (f) - All the provisions therein, applicalbe to '
Crude Oil, shall also apply to Gas, it being understood that :

(i) the provisions under II1 (f) (1) shall refer to “the EGP-
C’s share of the volume of Gas that is determined un-
der Article X1V herien”,

(if) the provisions under III (f) (2) shall take into account :

— “all the Gas acquired by CONTRACTOR™ pur-
suant to paragraphs XIV 1. and 2. herein ;

—  “the costs and expenses of CONTRACTOR which -
are allowed to be recovered in the Tax Year™ pur-

suant to paragraph XIV 1. herein ;

—  ‘““the value’” as deteimined in paragraph XIV 3.
herein of the Excess Recovery Gas taken and separa-

tely disposed of by CONTRACTOR pursuant tO
paragraph XIV 1.b herein.

8. Cancel paragraph IV (a) and (b).

9. Replace the last sentecre of paragraph IV (c) (i) by the

following

“Such Expenditures shall be considered in all respect as

Exploration Expenditures; and recoverable as such’’.
10. Cancel the last sentence of paragraph IV (c).

11. Cancel Arti_c]e V.

12. Replace the third sub-paragraph of Article X by the foilow-

Ing sentences :
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“All matters and notices related to CONTRACTOR’s acti-
vities shall be deemed to be validly served which are left at
the Office of the General Mansger or which are sent to him by
registered mail at CONTRACTOR’s Main Office in Cairo.

“All matters and notices releted to the zciivities carried Ot
respectively by NORPETCO, JOCO or other Co-operative
arrangements, as the case may be, shall be deemed to be va-
hidly served which are left at the Chairman’s Cffice of the
Company involved or which are sent to him by registered
mail at the Man Office of said Company m Cairo.”

13. Amend Axticles XII, X, XTIV (a), XVI, XVII, XVIII, XIX,
and XXV to add a reference to JOCO, or &ny otnier co-opera-
tive arrangements in parallel with each reference to Opera
ting Company.,

14. Add the following paragraph at the end of Article XIT :

(k) EGPC, CONTRACTOR, Member Coempany  (ies),
Operating Company (ies) and their contractors and sub-
contractors engaged in this Agreement, for the purpo-
ses of this Article XII and without prejudce to the li-
mits and restrictions laid down in paragraphs {a) and (b)
above, shall be exempted from law No. 133 of 1981 DIO-
muligating the law on consumpticn tax as now or herea-
fter amended or substituted by zny subseguent Jaws.

I5. Cancel Article XXVII.

ARTICLE XIX

CONDITIONS PRECEDENT TO CONCESSION
AMEMNDMENT

This Concession Amendment shall he subject to the issuance
of alaw by the competent. authorities. of the A.R.E. authorizing
the Minister of Petroleum to sign said Concession Amendment
and giving this Amendment in the manner nercinabove set forth,
the full force and e¥ec: of Jaw notv/itastanding any countervailing
governmental enactment, including but not limited to, Law No.
66 of 1953 as amended , and this Concession Amendment is
signed by the Government, EGPC, IEOC and TOTAL.
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IN WITNESS WHEREOF, the Parties have caused this
Concession Amendment to be duly executed by their authorized
representatives as of the date year first written above.

ARAB REPUBLIC OF EGYPT BY :

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY

IEOC CO. INC.

BY :

TOTAL PROCHE ORIENT (S.A.)) EGYPT BRANCH
BY
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ANNEX 1.
FUNCTION AND FORMATION

] o

JOINT OPERATING COMPANY (JOCO)

1. Name and Formation of The Company

The name of the Company shall be Joint Operating Compan
abbreviated JOCO. It will be formed as a joint stock compas

having the nationality of the ARAB REPULIC OF EGYH
wrth an authorized cepital divided in shares of common stod

having equal voting rights, fully paid up and non assessabl
) J

2. Function of Joco

Lhe object of JOCO shall be to act as an agency through whiy
EGPC and IEOC, together with, as the case may be, all
Member Ccmpanies which are involved in the Cas FEx
Project as Early Producer contractors, carry out and cond
all the operations necessary to collect the Gas from theAre
together with, as the case may be, Gas from other Concessig
areas, at the Gas Delivery Point (s), in furtherance of sug
object, JOCO shall provide for the designing, the constructis
and the operation of ‘the common Downstream Facilites aw
to deliver such Gas at the Gas Export Point (s).

JOCO shall keep account of all costs, expenses™ and expend
ttures for such operatiens and shall not engage in any busines
or undertake any activity teyond its ohject.

3. EGPC’s. Participation

EGPC shall pay for,hold ar.d own,throughout the life of JOCC
fifty percent (50%) of the stcck capital, including the share
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if any, pertaining to the A.R.E. Contractor. In case the Gzs
Reserves contributed by the A.R.E. Contractor exceed fift?

percent (50%.) of all the Gas Reserves committed to the Gas
Export Project, then the whole participation of EGPC i
JOCO shall be as Member Company, and its shareholding
percentage shall be in proportion to the reserves so contri

buted.

—

Oth:r Shareho’olirs

The shares to which EGPC is not entitled shall be divided amony

the Iember Companies other than the A.R.E. Contractor
Each of such Member Companies shall pay for, hold and ows
a proportion of said shares equal to the proportion that the am-
ount of Gas Reserves Committed by the Member Company to

the Gas Export Project bears to the total Gas Reserves dedi-

cated to such Project.
|

Board of Dricctors

EGPC and each Member Company shall have the right
to appomnt a representative in JOCQO’s Board of Directors.
The voting procedure will be established in the Charter:
provided however that the taking of any decision by the Board
shall require the affirmative vote of Directors representing
more than seventy-five percent (75%.) of the stock capital’
The approval of capital budget and Expenditure, up to the
date of the Initial Commercial Production shall requires the
affirmative vote of more than cighty percent (80%,) of the
stock capital. However, no decision of the Board for eXpelia
ditures exceeding or not included in the approved budgets of
JOCO and which will result in an assessment against some
or all of the Shareholders shall be binding unless and until
ratified by the Shareholders.
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6. Title to Assets

JOCO shall not own any right, title, interest or estate in any

of the Gas produced from any concession area or in any of the
assets, equipment or other property obtained or used in conn'

ection therewith. JOCO shall not make any profit from any
source whatever.

7. |Gas Delivery
Each Member Company shall have delivered in kined by JOCO
at the Gas Export Piont (s), an maount of Gas. Gas Products
and/or Gas Derivatives in proportion to the current rate ai
which the reserves are delivered by such Member Company
due consideration being paid to Gas composition. Recovery
of costs and expenses and production sharing of such Gas'sha Il

be governed, for each Member Company, by the relevant conc-
ession agreement and related accounting procedure.
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ANNEX 2%
LETTER OF GUARANTY?”

Cairo 19

LETTER OF GUARANTY No.

To : INTERNATIONAL OIL COMPANY (IEOC)

Gentlemen

By order of the Egyptian General Petroleum Corporation
ac representative of the COVERNMENT, the undersigned N4
tional Bank of Egypt, Cairo, as Guarantor, hereby irrevocably
and unconditionally (except for the provisions and conditiens
provided herein) guarantees in the event the flow of Gas to Down
stream Facilitics under the Concession Amendment is interraf.
pted due directly to any A.R.E. Govermental act as defined in
sub-paragraph XII 5. (c) (i) of the Concessicn Amendment, to
pay you on each due date fifty percent (50%.) of the instalment (s)
which 1s due under the Loan Agreement which was entered inT,
, 19 for Sp— (between —and IEQO
or 1its affiliates or subsidiaries to finance the Downstream Facili
‘ties or a portion thereof) as defined in the Concession Amend.
ment entered into 19,  between and ——

The total amount of this Guaranty and our liability hereun
der shall be reduced automatically, as prvided in Article XII 5
(¢) (1) of the Concession Amendment, each semester as the ins
talments of the Joan are due to be paid cr as the costs of the Dowp
stream Facilitres are recovered pursuant to the provisions of sa1d
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Agreement, whichever is greater. The payments to be made by
us pursuant to this Letter of Guaranty shall commence as of the
date on which vou have given written notification to us and EGPC
that the fiow of Gas has been interrupted due directly to an A.R.E.
Governmental act and shall continue until we recerve a joint
written noticed from TEOC-EGPC that such. A.R.E. Governmental
act has ceased to exist. Should at any time EGPC, with
supporting reasons, file with us a written notice making exception
to your notice as above provided, no payments shall be made to
you and on the date of said EGPC written notice.

Such payments, however, shall be commenced or resumed,
as the case may be, in the event arbitration proceedings between
EGPC and IEOC, as to whether or not the interruption of the
flow ol Gas was due directly to an A.R.E. Governmental act,
have been concluded resulting in a decision finally resolving the
dispute m favour of TEOC, and the relevant award has been filed
with us. Said pavments shall continue until we receive a joint
written notice from [EOC-EGPC that the A.R.E. Goveinmental
act has ceased to exist. In this event, we shaill also reimburse
you fifty percent (507) of the amount of all the instalments due
and paid by you, excluding any optional repayment (s), as of the
date of the EGPC written notification of exception until the date
we commenced or resumed payments or until the date we receive
a joint written notice from IEOC-EGPC that the A.R.E. Gov-
ernmental act has ceased to exist, whichever first occurs. The
amount of such retmbursement shall be increased by the interest
on each payment accrued up to the date such reimbursement is
made of the same rate as the interest on the loan.

In the event the above mentioned arbitration proceedings
result in a decision finally resolving the dispute in favour of EGPC,
as representative of the COVERNMENT, and the relevant award
has been field with us, you shall reimburse us any amount paid
by us as from the date of your notice of mterruption of the flow
of Gas until the date of EGPC’s notice of exception plus interest
at the same rate as the interest on the ioan accrued as of the date
payment until the date of retmbursement, All such sums paya-

ble by you shall be paid at our principal ofhce in—— -
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by cable transfer in the same currency of the Loan Agreement,
free and clear of and without! reduction or deduction of any

taxes or charges whatsoever.

This Letter of Guaranty i1s subject to the following provi-

slONs

(1)

(2)

(3)

This Letter of Guaranty shall automatically expire
when the total loan has been fully retmbursed, or when
the Downstream Facilities costs have been ftully reco-
vered under the Concession Agreement or when the last
mstalment of the loan 1s due to be paid, or when the
field (s) 1s no longer capable of production, or upon the
the expiration or the termination of the Concession Agre-
ement, as amended, under the prosisions of Article IX
of the Concession Amendment or Article XXI of the
Concessston Agreement, whichever frst occurs.

Our obligations under this Letter of Guaranty consti-
tute a guarantee of payment and not one of collection.

All sums payable hereunder shall be paid at your prin-
cipal office m—— by cable transfer in the same

currency of the Lecan Agreement, free and clear of
and without reduction or deduction of any taxes

or other charges whatsoever.

We declare that on issuing this Guaranty, we did not exceed
the limit of total guaranties which we are entitled to issue as per
the Ministry of Economy’s Letter No.. dated 19,

Very truly yours,
NATIONAL BANK OF EGYPT
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