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AMENDMENT OF
CONCESSION AGREEMENT SIGNED BY
VIRTUE OF LAW NO.8 OF 1981
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
OCEAN EAST ZEIT PETROLEUM, LTD.,
IN
EAST ZEIT OFFSHORE AREA

This Amendment of Law No. 8 of 1981 (this “Amendment’) 1s made and
entered into this .......c....... day of ................. , 2001 by and among the
Arab Republic of Egypt ("hereinafter referred to as The GOVERNMENT™),
The Egyptian General Petroleum Corporation, a legal entity created by
Law No. 167 of 1958 as amended hereinafter referred to as ("EGPC”),
and OCEAN East Zeit Petroleum, Ltd., a corporation organized and
existing under the laws of the Cayman Islands (formerly known as
Seagull East Zeit Petroleum, Ltd., and hereinafter referred to as

“OCEAN") or CONTRACTOR.
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WITNESSETH

WHEREAS, the GOVERNMENT, EGPC and Esso Suez Inc.
("ESSO’’} heretofore entered into a Concession Agreement for Petroleum
Exploration and Exploitation dated March 23, 1981 issued pursuant to
Law No. 8 of 1981 relating to the East Zeit Offshore Area more

particularly described in Anncxes A and B to Law No. 8 of 1981 ("LLaw
No. 8 of 1981"); and

WHEREAS, one of the rights and obligations of ESSO under Law
No. 8 of 981 was to serve as Operator; and

WHEREAS, pursuant to the provisions of Law No. 8 of 1981, ESSO
and EGPC formed the Joint Company, Suez Esso Petroleum Company
("SUESSO”) to provide certain functions as specified 1n such
Concession Agreement; and

WHEREAS, by Deed of Assignment dated October 26, 1996, ESSO
has assigned all of its interest, rights, privileges, duties and obligations in
and under Law No. 8 of 1981 to Seagull East Zeit Petroleum, Ltd.
("SEAGULL”) and the GOVERNMENT and EGPC duly accepted and
approved such Deed of Assignment; and’

WHEREAS, SEAGULL changed its name to OCEAN and EGPC
‘approved such name change; and |

WHEREAS, operations under Law No. 8 of 1981 have been carried
out 1t accordance with good o1l field practices and accepted engineering
principles. EGPC and Ocean recognize, however, that new investment 1s
required to explore and exploit additional reserves in the Area but it 1s
unpeconomic to do so under the existing terms in Law No. 8 of 1981; and,
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WHEREAS, CONTRACTOR desires to make additional investment
and carry out additional operations in the Area if appropriate economic
balance 1s achieved by instituting new terms for said new investment;
and

WHEREAS, EGPC and Ocean desire to transfer certain rights,
functions and obligations in the Areca from OCEAN to SUESSO and
expand SUESSO’s functions, thereby transforming it into an Operating

Company to succeed to the position of Operator under Law No. 8 of
1981; and

WHEREAS, Ocean desires to change the name of SUESSO to East
Zeit Petroleum Company (abbreviated as “ZEITCQO”); and

WHEREAS, based on the foregoing, EGPC and Ocean desire to
amend Law No. 8 of 1981 in certain respects, and this Amendment sets
forth their agreement in this regard.

WHEREAS, this Amendment shall be attached with and made a part
of Law No. 8 of 1981 and both of Law No. 8 of 198! and this

Amendment shall be referred to collectively as the Concession
Agreement.

NOW, THEREFORE, EGPC and Ocean hereto agree to amend Law
No. 8 of 1981 as follows: -

1. Amendments to Article I

Definitions

1-  All references to ESSO in Law No. 8 of 198] shall be deemed
to be references to CONTRACTOR, as that term 1s defined
below, unless amended to the contrary by this Amendment.

2-  All other terms defined in I.aw No. 8 of 1981 shall have the
same meanings in this Amendment unless the context clearly
indicates a different meaning.
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Paragraph (o) of Article I of Law No. & of 1981 is deleted in
its entirety and replaced with the following:

(0) “Operator” means OCEAN until the Effective Date of

this Amendment upon which date all of the Operator’s
duties, obligations, policies and procedures will transfer
to the Operating Company. After that date, Operator
means Operating Company. Provided, however, for the
purposes of this Amendment, the official date of transfer
of the duties and obligations of Operator shall commence
on the first day of the Quarter next ensuing after a
transition period of ninety (90) days after the Effective
Date of this Amendment.

Article 1 of Law No. 8 of 1981 is amended by adding the

following new definitions after paragraph (r):

(s)*“Concession Agreement” means the Concession Agreement

for Petroleum Exploration and Exploitation dated March
23, 1981 issued pursuant to Law No. 8 of 1981 relating to
the East Zeit Offshore Area more particularly described in
Annexes A and B to Law No. 8 of 1981, as amended by
this Amendment.

()“Old Oil” means the total quantities of Crude Oil

(measured in barrels) produced and saved during any
Quarter which is less than or equal to the quantity of
Crude Oil for such Quarter as shown in the schedule titled
“Old 01l Quantities” attached as Annex “G”.
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(wW**New Qil” means the total amount of Crude Oil (measured
in barrels) produced and saved during any Quarter which
is greater than the quantity of Crude Oil for such Quarter
as shown in the schedule titled “Old Oil Quantities”
attached as Annex “G”. After the last date shown on such
schedule, all production of Crude Oil will be deemed
New O1].

(V)¥New Oil Cost Recovery Date’” means September I,
2001.

(w)*Board of Directors” means the Board of Directors of the
Operating Company.

(X )*CONTRACTOR? shall mean OCEAN and any successor
| (either in part or in whole) to QCEAN’s interest in the
Concession Agreement.

(y)*“Operating Company” means the Joint company formed
under Article VII of Law No. 8 of 1981 and after the
effective date of this amendment.

(2)*“Quarter’” means a consecutive three-month penod
commencing with January 1%, April 1%, July I* and
October !*' in any given Year.

(aa) ““Amendment” shall mean this Amendment to Law No.
g of 19R1.

(bb) “Effective Date of this Amendment” means the date
on which this Amendment is signed by the
GOVERNMENT, EGPC, and OCEAN, after the
issuance of the relevant Law.
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2. Amendments to Article I

Annexes to the Concession Agreement

- A new annex, Annex “C-1", entitled “Letter of Guaranty”, is

added to Article I of Law No. 8 of 1981 and is hereby made a
part of the Concession Agreement and considered as having
equal force and effect with the other provisions thereto.

Annex “D” of Article II of Law No. 8 of 1981, entitled
“Accounting Procedure,” is deleted in its entirety and
replaced with the new Annex “D-1" entitled “Accounting
Procedure” attached hereto.

A new annex. Annex “E-1" entitled “The Charter of the

Operating Company” is added to Article 1T of Law No. 8 of
[981 and 1s hereby made a part of the Concession Agreement
and considered as having equal force and effect with the other
provisions thereto. Annex “E-1" will be substituted for and
replace Annex “E” of Law No. 8 of 1981 when all operations
are transterred from the Operator to the Operating Company.

A new annex, Annex “G”, entitled “Old Oil Quantities”, is
added to Article II of Law No. 8 of 1981 and is hereby made a
part of the Concession Agreement and considered as having
equal force and effect with the other provisions thereto.

3. Amendments to Article 1V

Work Program, Expenditures and Management of Operations

1- New paragraphs are added at the end of Article IV (b) of Law

No. 8 of 1981 as follows:

(1) CONTRACTOR shall spend over a period of three (3)
Years, commencing with the New Qil Cost Recovery
Date, capital expenditures and Operating Expenses of
not less than Fifty-Seven Million U.S. Dollars (U.S.
$57,000,000). Of this total, CONTRACTOR commits
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to spend a minimum of Twenty-Nine Million U.S.
Dollars (U.S. $29,000,000) in capital expenditures. If
at the end of such three (3) Year period
CONTRACTOR has expended less than Fifty-Seven
Million U.S. Dollars ($57,000,000) in aggregate or
less than Twenty-Nine Million U.S. Dollars
($29,000,000) for capital expenditures, then the
shortfall shall be paid by CONTRACTOR to EGPC 1n
cash. The amount payable by CONTRACTOR to
EGPC shall be the greater of : (a) the difference
between the actual capital expenditures in such period
and Twenty-Nine Million U.S. Dollars ($29,000,000);
or (b) the difference between the actual total
expenditures and Fifty-Seven Million U.S. Dollars
($57,000,000). All expenditul®s pursuant to this Article
IV (b) (1), including any cash payments to EGPC,
shall be cost recoverable under the terms of the
Concession Agreement. Any payments made to
EGPC under this Article IV (b)(1) sall be classified as
Exploitation and Development Expenditures for the
purposes of satd cost recovery. To the extent that any
funds are received by CONTRACTOR prior to the
Operating Comapny coming into effect or Operating
Company thereafter, from a third party for services
performed, then said funds shall not affect or be
considered in the calculation of any of the commitment
amounts,: the amounts expended, or the payments due

under this Article IV (b)(1).

(2)  On the Effective Date of this Amendment, OCEAN
shall submit to EGPC a Letter of Guaranty in the form
as provided in Annex “C-1",
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2- Article IV (¢) of Law No. 8 of 1981 shall remain in effect as
written until the Operating Company assumes the position of

Operator.

Thereafter, Article IV (c¢) shall be deleted in its

entirety and replaced with new sub-Articles (i), (i1}, (1i1), (1v),
and(v) as follows:

()

Not later than four (4) months before the end of the
current Financial Year (or such other date as may be
agreed upon by EGPC and CONTRACTOR), and
four (4) months preceding the commencement of each
succeeding Financial Year thereafter (or such other
date as may be agreed upon by EGPC  and
CONTRACTOR), the Operating Company  will
prepare an annual Wotrk Program and Budget setting
forth the Exploration, Development and Producing
operations which Operator proposes to carry out
during the ensuing Financital Year. The Work
Program and Budget shall be submitted to the Board
of Directors for approval.

(ii) Not later than the twentieth (20“‘) day of each month,

the  QOperating Company will  furmish  to
CONTRACTOR a written estimate of its total cash
requirements for expenditure for the first half and the
second half of the succéeding month, expressed in
U.S. Dollars and having regard to the approved Work
Program and Budget. Such estimate shall take into
consideration any cash expected to be on hand at
month end.

(iti) Payment for the appropriate period of each month shall

be made to the correspondent bank designated in
paragraph (iv) below on the first (1°") day and the
fifteenth (15'™) day, respectively, or the next following
business day, if such day is not a business day.
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(1v)

v)

The Operating Company is authorized to keep at its
own disposal abroad in an account(s) opened with a
correspondent bank of the National Bank of Egypt,
Cairo, the foreign funds advanced by CONTRACTOR.
Withdrawals from said account(s) shall be used for
payment of goods and services acquired and for
transferring to a local bank in the A.R.E. Within
thirty (30) days after the end of each Financial Year,
Operating Company shall provide to the appropriate
exchange control authorities in the Arab Republic of
Egypt, a statement duly certified by a recognized firm
of auditors, showing the funds credited to that account,
the disbursements made out of that account(s) and the
balance outstanding at the end of ecach Year.

If and for as long during the period of Production
Operations there exists an excess capacity in facilities
which cannot during the period of such excess be used
by the Operating Company, EGPC and
CONTRACTOR will consult together to find a
mutually agreed formula whereby EGPC may use the
CXcess capacity it it so desires as long as there is no financial
or operationai disadvantage to CONTRACTOR.”

3- Article IV (d) first paragraph of Law No. 8 of 1981 is modified
to read as follows:

“(d) CONTRACTOR shall provide all necessary funds to

the Operating Company for purchase of all materials,
equipment and supplies required to be purchased or
contracted for Exploration, Development, Exploitation
and other Petroleum Operations pursuant to the
approved Work Program and Budget and EGPC shall
not be responsible, bear or repay any of aforesaid
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costs. Operating Company shall purchase all materials,
equipment and supplies required to be purchased or
contracted for Exploration, Development, Exploitation
and other Petroleum Operations pursuant to the
approved Work Program and Budget™.

4- Article IV (1) of Law No. 8 of 1981 is deleted in its entirety,

4. Amendments to Article V

Recovery of Costs and Expenses:

1- The phrase “(As described in Annex D, 8)" at the end of Article
V (7)(111) is deleted.

2- Article V (a)(1) of Law No. 8 of 1981 is deleted in its entirety
and replaced with new sub-Articles (i), (i1) and (i11) as follows:

(i)

Subject to the auditing provisions provided for in this

Concession  Agreement, CONTRACTOR shall
recover all costs and expenses accounted for in
accordane with Annex D-1 of all the operations under
this Concession Agreement, to the extent and out of
an amount equal to twenty-five percent (25%) of all
Old O1l and forty percent (40%) of all New Oil
produced and saved in each Quarter hereunder and not
used in Operations, and before deducting Government
Royalty. Such percentages of Crude Oil are hereinafter
referred to as “Cost Recovery Crude Qil”. Recovery
of capital expenditures incurred prior to the New Oil
Cost Recovery Date and related to Old Oil shall be
recovered entirely from that portion of Cost Recovery
Crude Ol that 1s Old Oil (an amount equal to twenty-five
percent (25%) of Old O1l), and shall be recovered at a
rate of twenty-five percent (25%) per annum allocated
Quarterly commencing with the Year capital expenditure
1s incurred. Recovery of capital expenditures incurred
and paid on or after the New Oi] Cost Recovery Date
or related to New Ozl shall be taken entirely from that
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portion of Cost Recovery Crude Oil that is New Oil
(an amount equal to forty percent (40%) of New Oil),
and shall be recovered at a rate of twenty-five percent
(25%) per annum allocated Quarterly commencing
with the Year New Oil 1s produced or the Tax Year in
which such expenditures are incurred, whichever is
the later.

(11) Operating Expenses incurred before the New 01l Cost
Recovery Date that relate to Old Oil and that are
recoverable by carry forward after the New Oil Cost
Recovery Date may only be recovered from that
portion of the Cost Recovery Crude Qil that is Old
Oil. All Operating Expenses incurred after the New
01l Cost Recovery Date or related to New Oi] shall be
allocated for recovery between New Qil and Old Ol
based on the respective production thereof (on a
quantity basis) in a given Quarter and shall be
“recovered in the Quarter incurred.

(iii) To the extent that in any Quarter the total costs and

| expenses to be recovered are in excess of the value of
the Cost Recovery Crude Oil, such excess shall be
carried forward and added to the total costs and
expenses to be recovered in the next succeeding
Quarter or Quarters until such costs and expenses are
fully recovered, but in no case after the termination of
this Concession Agreement. All costs and expenses
that are allocated for recovery from New QOil shall be
entitled to be recovered only from that portion of the
Cost Recovery Crude Oil that is New Oi1l. All costs
and expenses that are allocated for recovery from Old
Oil shall be entitled to be recovered only from that
portion of the Cost Recovery Crude Oil that is Old
0Oi1l.”
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3- Paragraph (b) of Article V of Law No. 8 of 1981 is deleted in its
entirety and replaced with the following:

- “{b) The amount of Crude Oil remaining after Cost Recovery
Crude Oil is taken shall be shared as follows:

| - Of the remaining seventy-five percent (75%) of Old
Qil produced and before deducting royalty, EGPC
shall be entitied to take and receive eighty-five
percent (85%) and CONTRACTOR shall be entitled
to take and receive fifteen percent (15%) of the total

~ daily production of such Oid Oil.

2 - Of the remaining sixty. percent {60%) of New Oil
produced and before deducting royalty, EGPC and
CONTRACTOR shall each be entitled to take and
reccive the following percentages of the average
daily production of such New Oil:

(i)  For total daily production rates from zero to
forty (40) thousand barrels of New Oil per
day, EGPC eighty-two percent (82%) and
CONTRACTOR eighteen percent (18%).

(i) For increments of total daily production
above forty (40) thousand barrels of New
Oil per day, EGPC eighty-five percent (85%)
and CONTRACTOR fifteen percent
(15%).”

5. Amendments to Article V11
Joint Company

(- On the Effective Date of this Amendment ali of Operator’s
duties, obligations, policies and procedures will transfer to the
Operating Company, the term “Joint Company’ wherever
mentioned in Law No. 8 of 1981 shall be deleted and
substituted with the term “Operating Company.”
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2 - Paragraphs (a), (b) and (¢) of Article VII of Law No. 8 of 1981
are deleted in their entirety and replaced with the following:

“(a)

(b)

(c)

Within thirty (30) days after Commercial Discovery,
the Charter of the Joint Company (attached as Exhibit
“E” to the Concession Agreement) took effect and the
Joint Company came into existence without any
further procedures.

As soon as practicable after the Effective Date of the
Amendment, EGPC and CONTRACTOR shall
change .the name of the Joint Company formed
pursuant to Annex “E” of the Concession Agreement,
from Suez Esso Petroleum Company (abbreviated as
“SUESSO"”) to East Zeit Petroleum Company
(abbreviated as “ZEITCO™). Said Joint Company
shall be transformed into an Operating Company
pursuant to the Charter of Operating Company attached
as Annex “E-1" of the Amendment. Said Operating
Company shall continue to be a non-profit company.

Operating Company shall, from the date it assumes
the position of Operator, conduct operations under the
Concession Agreement 1in accordance with the
decisions respecting such operations as may be
approved by the Board of Directors of such Operating
Company, according to the provisions of this Article
VII of the Concession Agreement.

Operating Company shall be subject to the laws and
regulations in force in the A.R.E. to the extent that
such laws are not inconsistent with the provisions of
Law No. 8 of 1981 as amended by this Amendment.
However, Operating Company and CONTRACTOR
shall, for the purpose of the Concession Agreement,
be exempted from the following laws and regulations
as now or hereafter amended or substituted:
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(i) Law No. 48 of 1978, on the employee regulations
of public sector companies,

(11) Law No. 159 of 1981, promulgating the law on
joint stock companies, partnership limited by
shares and limited liability companies,

(i11) Law No. 97 of 1983, promulgating the law conceming
public sector organizations and companies.

(iv) Law No. 203 of 1991, promulgating the law on
public business sector companies; and,

(v} Law No. 38 of 1994, organizing dealings in
forcign currencies.”

3 - A new paragraph (g) is added to Article VII of Law No. 8 of
1981 after paragraph (f) as follows:

(g)

I Paragraph (g)

“(g)

Operating Company is authorized to keep at its own
disposal abroad in an account opened with a
corresponding bank of the National Bank of Egypt,
Cairo, the foreign funds provided by CONTRACTOR.
Withdrawal from said account shall be used for
payment for goods and services aguired abroad and
for transferring to a local bank in the A.R.E. the
required amount to meet the expenditures 1n Egyptian
Pounds for Operating Company in connection with its
activitics under this Concession Agreement.”

6. Amendments to Article X
Customs Exemptions

of Article X of Law No. 8 of 1981 is deleted in its
entirety and replaced with the following:

EGPC, CONTRACTOR and their respective buyers
shall be exempted from any duties, taxes, fees or any
other financial impost in respect of the export of
petroleum hereunder without any license required.”
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7. Amendments to Article XII

Records, Reports and Inspection

l. Paragraphs (a) and (b) of Article XII of Law No. 8 of 1981 are
deleted 1n their entirety and replaced with the following:

“(a)

CONTRACTOR and/or Operating Company shall
prepare and, at all times while this Concession
Agreement is in force, maintain accurate and current
records of its operations in the Area. CONTRACTOR
and/or Operating Company shall furnish the
GOVERNMENT or its representative, in conformity
with applicable regulations or as the GOVERNMENT
or 1ts representative may reasonably require,
information and data concerning its operations under
this Concession Agreement. Operating Company will
perform the functions indicated in this Article XII.

8. Amendments to Article XII1

Responsibility of Esso for Damages to Third Parties

The paragraph under Article XIII of.Law No. 8 of 1981 is deleted
in its entirety and replaced with the following:

Responsibility for Damages

“CONTRACTOR shall entirely and solely be responsible in
law toward third parties for any damage caused by
CONTRACTOR’'s Exploration operations and shall
indemnify the GOVERNMENT and/or EGPC against all
damages for which they may be held liable on account of any

such operations.”
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9. Amendments to Article XVI

Laws and Regulations

1. Article XVI of Law No. 8 of 1981 1s amended by adding the
following new paragraphs after paragraph (c):

“(d)

(e)

()

Except as provided in Article I (f) of the Concession

Agreement for income taxes, EGPC, CONTRACTOR
and Operating Company shall be exempted from all
taxes and duties, whether imposed by the
GOVERNMENT or municipalities including among
others, Sales Tax, Value Added Tax and taxes on the
Exploration, Development, extracting, producing,
exporting, or transporting of Petroleum as well as any
and all withholding taxes that might otherwise be
imposed on dividends, interest, technical service fees,
patent and trademark royalties, and similar items.
CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR or distributions
of any income to the shareholders of CONTRACTOR,
and from any tax on capital.

EGPC, CONTRACTOR, Operating Company and their

respective contractors and sub-contractors shall for the
purposes of this Amendment be exempted from ail
professional stamp duties, imposts and levies imposed
by syndical laws with respect to their documents and
activities hereunder.

All the exemptions from the application of the A.R.E.
laws or regulations granted to EGPG, CONTRACTOR,
Operating Company, and their contractors and
sub-contractors under this Concesston Agreement
shall include such laws and regulations as presently in
effect or hereafter amended or substituted.
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(g) Incase of changes in existing legislation or regulations
applicable to the conduct of Exploration,
Development and Exploitation of Petroleum, which
take place after the Effective Date of this Amendment
and which significantly affect the economic interest of
this Concession Agreement, as amended, to the
detriment of CONTRACTOR or which imposes on
CONTRACTOR an obligation to remit to the AR.LE.
the proceeds from the sales of CONTRACTOR’s
Petroleum, CONTRACTOR shall notify EGPC of the
subject legislative or regulatory measure. In such case,
the partics shall negotiate possible modifications to
this Concession Agreement designed to restore the
economic balance thereof which existed on the

~ Effective Date of this Amendment.

The parties shall use their best efforts to agree on
amendments to this Concession Agreement within
ninety (90) days from aforesaid notice.

These amendments to this Concession Agreement
shall not in any event diminish or increase the rights
and obligations of CONTRACTOR as these were

agreed on the Effective Date of this Amendment.

Failing agreement between the parties during the
period referred to above in this paragraph (g), the
dispute may be submitted to arbitration, as provided
for in Article XX1I of the Concession Agreement.”
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10. Amendments to Article XVIII

Assignment

I.  The paragraphs under Article XVII or Law No. 8 of 1981 are
deleted in their entirety and replaced with the following:

“(a)

(b)

()

Neither EGPC nor CONTRACTOR may assign to a
person, firm or corporation, in whole or in part, any of
its rights, privileges, duties or obligations under this

Concession Agreement withot the written consent of
the GOVERNMENT.

To enable consideration to be given to any request for

such consent, the following conditions must be
fulfilied:

(1) The obligations of assignor deriving from this
Concession Agreement must have been duly
tulfilled as of the date such request 1s made.

(2) The proposed assignee or assignees must submit
reasonable evidence to the GOVERNMENT of
its or their financial and technical competence.

(3) The instrument of assignment must include
provisions stating precisely that the assignee 1s
bound by all covenants contained in this
Concession Agreement and any modifications or
additions in writing that up to such time may
have been made. A draft of such instrument of
assignment shall be submitted to EGPC for
review and approval before being formally executed.

Any assignment, sale, transfer or other such conveyance

made pursuant to the provisions of this Article XVIII
shall be free of any transfer, capital gains taxes or
related taxes, charges or fees including without
limitation, all Income Tax, Sales Tax, Value Added
Tax, Stamp Duty, or other Taxes or similar payments.
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(d) As long as the assignor shall hold any interest under
this Agreement, the assignor together with the
assignee shall be jointly and severally liable for all
duties and obligations of CONTRACTOR under this

Agreement,”
11. Amendments to Article XX
Force Majeure

. Paragraph “b” of Article XX of Law No. 8 of 1981 is deleted
in its entirety and replaced with the foliowing:

“(b) “Force Majeure,” within the meaning of this Article
XX, shall be any order, regulation or direction of THE
GOVERNMENT of the Arab Republic of Egypt or,
with respect to CONTRACTOR, the Government of
the United States of America, whether promulgated in
the form of a law or otherwise, or any act of God,
insurrection, riot, war, strike, and any other labor
disturbances, fires, earthquakes, floods or any other
cause beyond the reasonable control of EGPC,
CONTRACTOR and Operating Company or any of
them.”

12. Amendments to Article XXI
Disputes and Arbitration

. The paragraphs under Article XXI of Law No. 8 of 1981 are
deleted in their entirety and replaced with the following:

“(a)  Any dispute, controversy or claim arising out of or
relating to this Concession Agreement or the breach,
termination or invalidity thereof, between the
GOVERNMENT and CONTRACTOR shall be referred
to the jurisdiction of the appropriate A.R.E. Courts
and shall be finally settled by such Courts.
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(b)

(c)
- {d)

(e)

Any dispute, controversy or claim arising out of or
relating to this Concession Agreement, or breach,
termination or invalidity thereof between EGPC and
CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo
Regional Center for International Commercial Arbiration
(the “Center”) in effect on the Effective Date of this
Amendment. The award of the arbitrators shall be
final and binding on the parties.

The number of arbitrators shall be three (3).

Each Party shall appoint one arbitrator. If, within thirty

(30) days after receipt of the claimant’s notification of
the appointment of an arbitrator the respondent has
not notified the claimant in writing of the name of the
arbitrator he appoints, the claimant may request the
Center to appoint the second arbitrator.

The two arbitrators thus appointed shall choose the third

arbitrator who will ‘act as the presiding arbitrator of
the tribunal. If within thirty (30) days after the
appointment of the second arbitrator, the two
arbitrators have not agreed upon the choice of the
presiding arbitrator, then either Party may request the
Secretary General of the Permanent Court of
Arbitration at the Hague to designate the appointing
authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole
arbitrator would be appointed under Article 6.3 of the
UNCITRAL Arbitration Rules.  Such presiding
arbitrator shall be a person of a nationality other than
the A.R.E. or the United States of America, and of a
country which has diplomatic relations with the
ARE. and the United States of America, and who
shall have no economic interest in the Petroleum
business of the signatories hereto.
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(f)  Unless otherwise agreed by the parties to the arbitration.
the arbitration, including the making of the award,
shall take place in Cairo, A.R. E.

(g)  The decision of a majority of the arbitrators shall be
final and binding upon the parties and the arbitral award
rendered shall be final and conclusive. Judgment on
the arbitral award rendered may be entered in any
court having jurisdiction, or application may be made
in such court for a judicial acceptance of the award
and for enforcement, as the case may be.

(h)  Egyptian Law shali apply to the dispute except that in
the event of any conflict between Egyptian Laws and
this Concession Agreement the provisions of this
Concession Agreement (including the arbitration
provision) shall prevail. The arbitration shall be
conducted in the English fanguage.

(1)  EGPC and CONTRACTOR agree that if, for whatever
reason, arbitration in accordance with the above
procedure cannot take place, or is likely to take place
under circumstances for CONTRACTOR which
would prejudice  CONTRACTOR’s right to fair
arbitration, all disputes, controversies or claims
arising out of or relating to this Concession
Agreement or breach, termination or invalidity thereof
shall be settled by ad hoc arbitration in accordance
with the UNCITRAL Rules in effect on the Effective
Date of this Amendment.”
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13. Amendments to Article XXIV
Arabic Text and the Original

1. The paragraph under Article XXIV of Law No. 8 of 198] is
deleted in its entirety and replaced with the following:

“The Arabic version of this Concession Agreement shall,
before the courts of the A.R.E. be referred to in construing
or interpreting this Concession Agreement; provided
however, that in any arbitration pursuant to Article XXI of
this Concession Agreement between EGPC and
CONTRACTOR the English and Arabic versions shall
both be referréd to as having equal force in construing or
interpreting the Concession Agreement.”

14. General

The topical headings used in this Amendment are for
convenience only and shall not be construed that all of the
provisions of this Amendment relating to any topic are to be
found in any particular Article.

15. Approval by the A.R.E. GOVERNMENT

This Amendment shall not be binding upon the parties hereto
uniess and until a law is issued by the competent authorities of
the A.R.E. authorizing the Minister of Petroleum to sign this
Amendment and giving it the full force and effect of law,
notwithstanding any countervailing GOVERNMENTAL enactment,
and this Amendment is signed by the GOVERNMENT, EGPC,
and CONTRACTOR.

OCEAN EAST ZEIT PETROLEUM, LTD.
BY:

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY: _ -

ARAB REPUBLIC OF EGYPT
BY:
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ANNEX “C-1"
LETTER OF GUARANTY

Date:

Egyptian General Petroleum Corporation
New Maad; - Palestine St., 4™ Sector
Post Number 11742 Cairo

Attention: Chairman

Gentlemen:

Reference is made to the Amendment of Law No. 8 of 1981 for
petroleum exploration and exploitation in East Zeit Offshore Area by and
among the Government of the Arab Republic of Egypt ("A.R.E.”), The
Egyptian General Petroleum Corporation ("EGPC”), and Ocean East Zeit
Petroleum, Ltd. ("OCEAN").

OCEAN hereby undertakes that if CONTRACTOR spends during
the three (3) years period from September 1, 2001 through August 31,
2004, less than the minimum amount specified for such period under .
Article IV (b)(1) of the Concession Agreement, EGPC shall notify
OCEAN in writing of the amount of the shortfall. Within sixty (60) days
of receipt of said notice, OCEAN shall pay EGPC the shortfall amount in

cash or transfer to EGPC a quantity of crude oil sufficient in value to

cover the shortfall.
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In case said crude oil shall be transferred, it will be deducted from
OCEAN’s share of crude oil production from development leases in the
Arab Republic of Egypt in which OCEAN holds an interest. Said crude
oil shall be valued at the time of the transfer to EGPC in accordance with
the provisions of the Concession Agreement from which the crude o1l is

transferred.

"OCEAN may at any time between the date hereof and the date on
which this letter of Guaranty shall expire submit a bank guaranty of the
shortfail in a form satisfactory to EGPC, in which event the provisions of
this letter shall automatically lapse and be of no effect.

This letter of Guaranty shall expire and be void on the date of
completion or performance of OCEAN’s financial obligations according

to the provisions of the Concession Agreement.

Ocean East Zeit Petroleum, Ltd.

By :
Name:
Title:
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ANNEX “D-1"
ACCOUNTING PROCEDURE
ARTICLE T
GENERAL PROVISIONS

(a) ~ Definitions

The definitions contained in Article I of the Concession Agreement

shall apply 1o this Accounting Procedure and have the same meanings.

(b} Statements of Activity

1.

CONTRACTOR shall, until Operating Company becomes
Operator, render to EGPC within thirty (30) days from the end
of each Quarter a Statement of Development and Exploration
Activity reflecting all charges and credits related to the
Development and Exploration operations for that Quarter
summarized by appropriate classifications indicative of the nature
thereof.

Following its becoming into existence Operator, Operating
Company shall render to EGPC and CONTRACTOR within
fifteen (15) days from the end of each Quarter a Statement of
Development and Exploration Activity reflecting all charges and
credits related to the Development and Exploration operations
for that Quarter summarized by appropriate classifications
indicative of the nature thereof except that items of controllable
material and unusual charges and credits shall be detailed.
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(¢) Adjustments and Audits: |

I

Each Quarterly Statement of Development and Exploration
Activity pursuant to paragraph (b) (1) above shall conclusively
be presumed to be true and correct after three (3) months
following the receipt of each Statement by EGPC unless within
the said three (3) months EGPC takes written exception thereto
pursuant to the Concession Agreement. During the said three (3)
months period supporting documents will be available for
inspection by EGPC durin g all working hours. CONTRACTOR
will" have the same audit rights on Operating Company
Statements as EGPC under this subparagraph.

2. All Statements of Development and Exploration Activity for any

Quarter pursuant to paragraph (b) (2) above, shall conclusively
be presumed to be true and correct three (3) months following
the receipt of such statement uniess within the said three (3)
months period EGPC or CONTRACTOR takes written
exceptibn thereto. Pending expiration of said three (3) months
EGPC or CONTRACTOR or both of them shall have the right
to audit Operating Company accounts, records and supporting
documents for such Quarter.

(d) Currency Exchange:

Both CONTRACTOR’s and Operating Company’s books for
Development and Exploration, if any, shall be kept in the A.R.E. in
U.S. Dollars. All U.S . Dollar expenditures shall be charged in the
amount expended. All Egyptian Pounds expenditures shall be
converted to U.S. Dollars at the applicable rate of exchange issued
by the Central Bank of Egypt on the first day of the month in which
expenditures are recorded and all other non-U.S. Dollar expenditures
shall be translated to U.S. Doilars at the buying rate of exchange for
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such currency as quoted by National Westminster Bank Limited,
London at 10.30 a.m. G.M.T., on the first day of the month in which
expenditures are recorded. A record shall be kept of the exchange
rates used in translating Egyptian Pounds or other non-U.S. Dollar
expenditures to U.S. Dollars.

(e) Precedence of Documents:

In the event of any inconsistency or conflict between the provisions
of this Accounting Procedure and the provisions of the Concession
Agreement treating the same subject differently, then the provisions
of the Concession Agreement shall prevail.

() Revision of Accounting Procedure:

By mutual agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised in writing from time to time
in the light of future arrangements.

(g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as
recoverable costs under the Concession Agreement.

ARTICLE IX
COSTS, EXPENSES AND EXPENDITURES

Subiject to the provisions of the Concession Agreement, CONTRACTOR
shall alone bear and pay, either directly or through Operating Company,
the following costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered in accordance

with Article V of this Concession Agreement:
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(a) Surface Rights

All direct cost attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force
for the Area.

(b) Labor and Related Costs

(1) Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly engaged
in the various activities under the Concession Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and employed in
such activities. Such salaries and wages to be certified by a
certified public accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR’s
policies and amendments of laws applicable to salanes. For
the purpose of this Article II (b) and of Article II (¢), salaries
and wages shall mean the assessable amounts for A.R.E.
Income Taxes, including the salaries during vacations and
sick leaves, but excluding all the amounts of the other items
covered by the percentage fixed under (2) below.

(2) For expatriate employees permanently assigned to Egypt
1. All allowances applicable to salaries and wages.

2. Cost of established plans; and

3. All travel and relocation costs of such expatrnate
employees and their families to and from the
employee’s country or point of origin at the time of
employment, at the time of separation, or as a result of
transfer from one location to another and for vacation
(transportation costs for employees and their families
transferring from the A.R.E. to another location other
than their country of origin shall not be charged to

A.R.E. Operations).
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Costs under this Article II (b)(2) shall be deemed to be
equal to seventy two percent (72%) for expatriate
personnel married and accompanied by their spouses
and fifty sevén percent (57%) for expatriate peronnel
either single or not accompanied by their spouses to
Egypt. These percentages refer to basic salaries and
wages paid for such expatriate personnel including
those paid during vacations and sick leaves as

- established in CONTRACTOR’s international policies,

chargeable under Article II (b) (1), Article II (1), Article
IT (k) (1) and Article II {k) (3) of this Annex.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregoing
percentage. The percentage outlined above shall be
deemed to reflect CONTRACTOR’s actual costs as of
the Effective Date with regard to the following benefits,
allowances and costs:

. 1. Housing and Ultilities Allowance.

Commodities and Services Allowance,
Special Rental Allowance.

Vacation Transportation Allowance.
Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.

A o

Education Allowances (Children of Expatriate
Employees).

8. Hypothetical U.S. Tax Offset (which results in a
reduction of the chargeable percentage).

9. Storage of Personal Effects.

10. Housing Refurbishment Expense.
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11.
12,
13.
14.
15.
16.
17.

18.
19.
20.
21
22,
23.
24.
2.
20.

Property Management Service Fees.

Recreation Allowance.

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

Sickness and Disability.

Vacation Plans Paid (Excluding Allowable Vacation

~Travel Expenses).

Savings Plan,

Educational Assistance.

Military Service Allowarnce.

FIC.A.

Workman's Compensation.

Federal and State Unemployment Insurance.
Personnel Transfer Expense.

National Insurance.

Any other Costs, Allowances and Benefits of a like
nature as established ih CONTRACTOR s Interna-
tional Policies.

The percentages outlined above shall be reviewed at
intervals of three (3) Years from the Effective Date and
at such time CONTRACTOR and EGPC will agree on

new percentages to be used under this paragraph.

Revisions of the percentages will take into consideration
variances In costs and changes in CONTRACTOR’s
international policies which change or exclude any of
the above aliowances and benefits.
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The revised percentages will reflect as nearly as possi-
ble CONTRACTOR s actual costs of all its established
allowances and benefits and of personnel transfers.

(3) For expatnate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR’s international policies. Such costs shall not
include any administrative overhead other than what is
mentioned in Article IT (k) (2) of this Annex.

(4) Costs of expenditure or contributions made pursuant to law or
assessment imposed by GOVERNMENT authority which are
hpplicable to labour cost of salaries and wages as provided
under Article II (b) (1), Article II (b)(2), Article II (1), Article
II (k) (1) and Article II (k) (3) of this Annex.

(c) Benefits, Allowances and Related Costs of National Employees

Bonuses, overtime, customary allowances and benefits on a
basis sumilar to that prevailing for oil companies operating in the
A.RE., all as chargeable under Article II (b) (1), Article II (i),
Article 1T (k)- (1) and Article I (k)(3) of this Annex. Severance pay
will be charged at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum liability for severance payment
as required under the A.R.E. Labor Law.

(d) Material

Material, equipment and supplies purchased or furnished as such
by CONTRACTOR or Operating Company.



YooV L e Y1 G (1) e sl = Lo JI 300 11 WY

: i gl -

Sl | dassy sl adl 5,50 okl wlslanaly oolually sl hl =
sl amy L Rilaze GBS LT 11 O LLend a1 28,2800

N e Jeary ) Ol pad ] GIS
1 JOUL WRajaa i algdf - Y

’L}J—Mh:-‘ U'-UJ CJLS' L..‘.S'EJ..::L:_A QL._L._;_ i ‘5.'”2"-' U'.:JI _.”J_l[bl_{d . 4=

L LN by G lldy g s W Al OIS AR

(") W ) Badaadl afgd! - §

oo 3 W Tl S o o] Syl o5 o b )l 5| sld

53l
23

sl wp Y b S PYPUR PETIPIS | JCHITEN{
o dsdl bty gl (L AL LRI LTl LYl e

ol dl s as sy I

(72" § " Wl ) Abekiund [ algd ! - ¥

it o0 Jlamau¥l aleY b loy inde W o, 50 210 (1)
wul Lfi AR 8 PP e Reniad 3 "‘T"“ s o £ E_;JJ JJ_.'L.'_.!'E ibu?

e dyadl s e (/¥ 0)

o Ll 056 oS 'O Al o Lyl (5 Y sl (O)
rigd LA Balel Se ¥ Ly wLLY S Lo oV o

H‘*‘;ﬁ(/a)uuldwr&-—u&j "Gﬂ UL?I;J"EJ-U
R VIPR PP §

PP | VR YR T "G" _,T 'O Al Cf L)l LR Bl (C)



WYY il et YA F () YA el = L Jh iy 4

(1) Purchases:

- Material, equipment and supplies purchased shall be at the price
paid by CONTRACTOR or Operating Company plus any related costs
and after deduction of all discounts actually received.

(2) Material Furnished by CONTRACTOR:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish such
matctial from CONTRACTOR's or CONTRACTORs Affiliated Companies
stocks outside the A.R.E. under the following conditions;

1. New Material (Condition “A™)

New Matenial transferred from CONTRACTOR’s or CON-
TRACTOR s Affiliated Compantes warchouse or other prop-
erties shall be priced at cost, provided that the cost of material
supplied 1s not higher than international prices for material of
stmtlar quality supplied on similar terms, prevailing at the
time such material was supplied.

2. Used Material (Conditions “B” and “C”)

a) Material which 1s in sound and serviceable condition and
1s suitable for reuse without reconditioning shail be
classed as Condition “B” and priced at seventy-five
percent (75%) of the price of new materal.

b) Material which cannot be classified as Condition “B” but
which is serviceable for original function but substantial-
ly not suitable for reconditioning, shall be classed as
Condition “C” and priced at fifty percent (30%) of the
price of new material.

¢}  Material which cannot be classified as Condition “B” or
Condition *“C” shall be priced at a value commensurate
with 1ts use.



Yoo ¥ L i YO 5 (mU) ¥A sl = L JlSa 4L A

Jot e LY GBS Laiaall oliall o )3 oy Sl gyl (5)
RN VEORP U1 JRVEC N EEPSUINUNS SO 01O [ S0NC1 | DR UO% I PR PE¥1 (<

: JOWRL! o Bayod! alad! e - ¥
Sl il e Laksy ol e b b o,y ol sl Ll ey Y

I RV OO BV TN SRR U YPai | PR PR R (I 9 G.-:_-u,i STUPYIT

oISy T il e L gl 23 Ul e, o day Y1 UL

: gkt 2 jod Balely i S ()

Lol 480 of Jyltl Lasl 5,15Y des W eolay 20y shydly colaall Ji5 (V)
coldaal

ol Lgdass (1 g0 3 dodall e Jadly i) Uy mae ()
oy et ol Onnib iy il iyl el 1 il 5L
3,81 o Pkl e 3,15¥ Jolibl e Lpasys Lhamzy (1 51 il 1

- Ol L)l
Lgmnhais ol gl 8 0,50 onasb I i Al a5 3olely S0 2SS ()
.iJ,zllrh;JI
: Calgadd! ( g)

A @l el |y gtz Gusladd! G s Ly W] o] =
| RVUST
g dm I 801 L JyUatlsl + L)l Ly cnB o Sl | 1S5 ~ ¥
sl el SF Jylally il iy g @u‘,i Jls Ol yageandl! 3
s Jia By My 5, Sally Lkl olaad b L Wl ols 2
ke el Jaas s Ll o) 31 Jbetlly L UL oo



YYD ez YU () YA il = D Sl A

d) Tanks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of
knocked down new price.

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material
furnished beyond or back of the dealer’s or manufacturer’s

guaranty; and in case of defective material, credit shall not be
recorded until adjustment has been received by CONTRACTOR
from manufacturers or their agents.

(¢) Transportation and Employee Relocation Costs

(1) Transportation of equipment, materials and supplies neces-
sary for the conduct of CONTRACTOR’s or Operating
Company’s activities.

(2)  Business travel, and transportation expenses to the extent
covered by established policies of CONTRACTOR or with
regard to expatriate and national employees, as incurred and
paid by,or for, employees in the conduct of CONTRAC-
TOR’s or Operating Company’s business.

(3) Employees transportation and relocation costs for national
employees to the extent covered by established policies.

(f) Services

(1) -Outside services. The costs of contracts for consultants, ser-
vices and utilities procured from third parites.

(2) Cost of services performed by EGPC or by CONTRACTOR
or their Affiliated Companies in facilities instde or outside
the A.R.E. Regular, recurring, routine services, such as
interpreting magnetic tapes and/or other analyses, shall be

performed and charged by EGPC and/or CONTRACTOR or
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(h)

L OIS & W S IR VT OO VY

their Affiliated Companies at an agreed contracted price.
Major projects involving engineering and design services

- shall be performed by EGPC and/or CONTRACTOR or
their Affiliated Companies at a negotiated contract amount.

(3) Use of EGPC's, CONTRACTORs or their Affiliated Com-
panies’ wholly owned equipment shall be charged at a ren-
tal rate commensurate with the cost of ownership and oper-
ation, but not in excess of competitive rates currently
prevailing in the A.R.E.

(4) CONTRACTOR’s and CONTRACTOR’s Affiliated Com-

panies’ rates shall not include any administrative or over-
head costs other than what is mentioned tn Article II (k) (2).

Damages and Losses

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through- the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall fumish EGPC and CONTRACTOR
written notice of damages or losses incurred in excess of ten thou-
sand ($10,000) U.S. Dollars per occurrence, as soon as practicable
after report of the same has been received by CONTRACTOR or

Operating Company.

Insurance and Claims

" The cost of any public liability, property damge and other insu-

rance against liabilities of CONTRACTOR, Operating Company
and/or the parties or any of them to their employees and/or outsiders
as may be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds
of any such insurance or claim collected, less the actual cost of

making a claim, shall be credited against operations.
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(i)

i)

(K)

If no insurance is carried for a particular risk, in accordance with

- good 1nternational oil field practices, all related actual expendi-

tures incurred and paid by CONTRACTOR or operating Company
in settlement of any and all losses, claims, damages, judgments
and any other expenses, including legal services.

Indirect Expenses

Camp overhead and facilities such as shore base, warchouses, wa-
ter systems, road systems, salaries and expenses of field supervi-
sory personnel, field clerks, assistants and other general employ-
ees indirectly serving the Area.

Legal Expenses

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including at-
torney’s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on ac-
count of the operations under the Concession Agreement, and ac-
tual expenses incurred by any party or parties hereto in securing
evidence for the purpose of defending against any action or claim
prosecuted or urged against the operatipns or the subject matter of
the Concession Agreement. In the event actions or claims affect-
ing the interests hereunder shall be handled by the legal staff of
one or more of the parties hereto, a charge commensurate with

~ cost of providing and furnishing such services may be made to op-

grations.
Administrative Overhead and General Expenses

(1) While CONTRACTOR is conducting Exploration operations,
the cost of staffing and maintaining CONTRACTOR’s head
office in the A.R.E. and/or other offices established in the
A.R.E. as appropriate, other than field offices which will be
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(2)

charged as provided in Article II (i) and excepting salaries of
employees of CONTRACTOR who are temporarily assigned
to and directly serving in the Area, which will be charged as

. provided in Article II (b) of this Annex.

CONTRACTOR's administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. shall be
charged each month at the rate of five percent (5%) of total
Exploration expenditures where CONTRACTOR carries out

Exploration operations, provided that no administrative over-
hcad of CONTRACTOR outside the A.R.E. applicable to

'A.R.E. Exploration operations will. be charged for Explora-

tion operations conducted by Operating Company. No other
direct charges as such for CONTRACTOR’s administrative
overhead outside the A.R.E. will be applied against the Ex-
ploration obhgations. Examples of the type of costs CON-
TRACTOR is incurring and charging hereunder due to activi-
tics under this Concession Agreement and covered by said
percentage are:

1. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment and sup-
plies.

4. Exploration and Production - Directing, advising and
controlling the entire project.

5. Other departments such as legal, comptroller and
engineering which contribute time, knowledge and
experence to the operations.

The foregoing does not preclude charging for direct service
under Article 11 (f) (2) of this Annex.
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(1)

(m)

(n)

(a)

S S i e s e b ——-

(3) While Operating Company is conducting operations, Operating
Companys’ personnel engaged in general clerical and office
work, supervisors and officers whose time is generally spent
in the main office and not the field, and all employees
generally considered as general and administrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be allocated each month between Exploration
and Development operations according to sound and practicable
accounting methods,

Taxes

All taxes, duties or levies paid in the AR.E. by CONTRACTOR
or Operating Company with respect to this Concession Agreement
other than those covered by Article III (g) (1) of the Concession
Agreement.

Continuing CONTRACTOR Costs

Costs of CONTRACTOR activities required under the Concession
Agreement and incurred exclusively m the A.R.E. after Operating
Company 1s formed. No sales expenses incurred outside or inside
the A.R.E. may be recovered as a cost.

Other Expenditures

Any costs, expenses or expenditures, other than those which are
covercd and dealt with by the foregoing provisions of this Article
11, incurred by CONTRACTOR or Operating Company under ap-
proved Work Programs and Budgets.

ARTICLE III
INVENTORIES

Periodic Inventories, Notice and Representation:

At rcasonable intervals as agreed upon by EGPC and CONTRAC-
TOK 1nventories shall be tuken by Operating Company of the op-
crations materials, which shall include all such material, physical
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assets and construction projects. Written notice of intention to
take inventory shall be given by Operating Company to EGPC and
CONTRACTOR at least thirty (30) days before any inventory is
to begin so that EGPC and CONTRACTOR may be represented
when any inventory is taken. Failure of EGPC and/or CON-
TRACTOR to be represented at an inventory shall bind them to
accept the inventory taken by Operating Company, who shall in
that event furnish the party not represented with a copy thereof.

(b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and a list of overages and shortages shall be jointly deter-
mined by Operating Company and CONTRACTOR and EGPC
and the inventory adjusted by Operating Company.

ARTICLE 1V
COST RECOVERY

(a) Statements of Recovery of Costs and of Cost Recovery Petroleum:

CONTRACTOR shall, pursuant to Article VII of the Concession
Agreement, render to EGPC as promptly as practicable but not lat-
er than fifteen (15) days after receipt from Operating Company of
the Statements for Development and Exploration activity for the
Quarter a Statement for that Quarter showing:

. Recoverable costs carried forward from the previous Quarter,
if any.

2. Recoverable costs incurred and paid during the Quarter.
3.  Total recoﬁerable costs for the Quarter equals (1) plus (2).

4.  Value of Cost Recovery Petroleum taken and separately dis-
posed of by CONTRACTOR for the Quarter.
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5. Amount of costs recovered for the Quarter.

6. Amount of recoverable costs carried into the succeeding Quarter,
1f any,

7.  Excess, if any, of the value of Cost Recovery Petroleum tak-
en and separately disposed of by CONTRACTOR over costs
recovered for the Quarter.

(bh) Payments

If such Statement shows an amount due EGPC, payment of that
amount shall be made in U.S Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EGPC on the date when such payment is due,
then CONTRACTOR shall pay interest of two and half percent
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months US. Dollars deposits
prevailing on the date such interest is calculated. Such interest
payment shall not be recoverable.

(¢) Settlement of Excess Cost Recovery Petroleum

EGPC has the right to take its entitlement to the Excess Cost
Recovery Petroleum under Article VII (a) (2) of the Concession
Agreement in kind during the said Quarter. A settlement shall be
required with the rendition of ‘such Statements in case
CONTRACTOR has taken more than its own entitlement of such
Excess Cost Recovery Petroleum.

(d) Audit Right

EGPC shall have a period of twelve (12) months from receipt of
any statement under this Article IV in which to audit and raise
objection to any such statement. EGPC and CONTRACTOR
shall agree on any required adjustments. Supporting documents
and accounts will be available to EGPC during said twelve (12)

month period.
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(a)

(b)

(c)

ARTICLE V
CONTROI. AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Contro!
Account and an offsetting contra account to control therein the
total amount of Exploration expenditures reported on Statements
of activity prepared per Article I (b) (1), of this Annex, less any
reductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by a non-operator pursuant to Article |
(c). (1), of this Annex, in order to determine when minimum
Exploration obligations have been met.

Cost Recovery Control Account

CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost remaining to be recovered, if any, the amount of cost
recovered and the value of Excess Cost Recovery Petroleum, if any.

Major Accounts

For the purpose of classifying costs, expenses and expenditures
for Cost Recovery as well as for the purpose of establishing when
the minimum Exploration obligations have been met, costs,
expenses and expenditures shall be recorded in major accounts
including the following;

- Exploration Expenditures;

- Development Expenditures other than Operating Expenses;
- Operating Expenses,

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Concession
Agreement, that any AR.E. Income Taxes paid by EGPC on
CONTRACTOR’s behalf constitute additional ncome to
CONTRACTOR, and this additional income is also subject to
A.R.E. income tax, that is “grossed up”.

CONTRACTOR's annual income, as determined in Article III (g)

(2) of this Concession Agreement, less the amount equal to
CONTRACTOR's grossed-up Egyptian income tax liability, shall
be CONTRACTOR’s “Provisional Income™.

The “gross-up value” is an amount added to Provisional Income to
give “Taxable income”, such that the gross-up value is equivalent
to the A.R.E. Income Taxes.

THEREFORE |

Taxable Income = Provisional Income plus Gross-up Value
and

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

If the “A.R.E. Income Tax rate”, which means the effective or
composite tax rate due to the various A.R.E. taxes levied on
income or profits, is constant and not dependent on the level of
income, then: |

Gross-up Value = A.R.E income tax rate TIMES Taxable Income.

Combining the first and last equations above.

-~ Provisional Income x Tax Rate
Gorss-up Value = — —
{ - Tax Rate

Where the tax rate is expressed as a decimal.
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The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is $10 and the
A R.E. Income Tax rate is forty percent (40%}), then the Gross-up

Value is equal to:

$10x04 ~ $6.67
1-0.4
Therfore,
Provisional Income $ 10.00
plus Gross - up Value $ 667
‘Taxable Income $ 16.67

A R.E. Income Taxes at 40% $ 6.67

CONTRACTOR s Income after taxes $ 10.00
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ANNEX “E-1"
- CHARTER OF OPERATING COMPANY

ARTICLE 1

A joint stock company ("Joint Company”) having the nationality of
the ARAB REPUBLIC OF EGYPT was formed with the authorization of
“the GOVERNMENT in accordance with the provisions of the Concession
Agreement. |

The Joint Company is subject to all laws and regulations in force in
the A.RE. to the extent that such laws and regulations are not
iInconsistent with the provisions of the Concession Agreement and its
Charter.

ARTICLE 1I

The name of the Joint Company is Suez Esso Petroleum Company
(abbreviated as “SUESSQ”). Provided however, EGPC and Contractor
pﬁrsuam to the Amendment of Law No 8 of 1981 ("Amendment”) agreed
to change such name to East Zeit Petroleum Company, Ltd. (abbreviated
as "ZEITCO") and wtransform the Joint Company into an operating
company ("Operating Company”) in accordaice with the provisions of
the Amendment and this Charter.

ARTICLE HI
The Head Office of Operating Company is in the A.R.E in Cairo.
ARTICLE 1V

The object of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the Development
Operations required in accordance with the provisions of the Concession
Agreement covering Petroleum operations in the EAST ZEIT Area
described therein.
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Operating Company i1s the agency to carry out and conduct
Exploration Operations in addition to Development Operations pursuant
to work Programs and Budgets approved in accordance with the

Concession Agreement.

Operating Company keeps account of all costs, expenses and
expenditures for such operations under the terms of the Concession
Agreement.

Operating Company is not engaged in any business nor undertakes
any activity beyond the performance of said operations unless otherwise
agreed upon by EGPC and CONTRACTOR,

ARTICLE V

The authorized capital of Operating Company is twenty thousand
Egyptian Pounds divided into five thousand shares of common stock with
a value of four Egyptian Pounds per share having equal voting rights,
fully paid and non - assessable. '

EGPC and CONTRACTOR cach paid for, and holds and owns, and
shall hold and own throughout the life of Operating Company, one half
(172) of the capital stock of Operating Company provided that only in the
event that either party should transfer or assign the whole or any
percentage of its ownership interest in the entirety of the Concession
Agreement, may such transferring or assigning party transfer or assign -
any of the capital stock of Operating Company and, in that event, such
transferring or assighing party (and its successors and assignees) must
transfer and assign a stock interest in Operating Company equal to the
transferred or assigned whole or percentage of its ownership interest in
the entirety of the said Concession Agreement.



¥ oY K et ¥V 5 () ¥4 el = e Jlia 4 AY

( Gasvalassl! 52l )
e of ¥y LSl L Las ) o ol oldiand L s 282000 ol
LY eda e Wi iy die ol 3 Yy WYl camyt o] L3 4l Guis Yy
A Yol e Jpadl 5 3] olae T Sluns ol Jyol L1 5 ¥y 5N
Jrgais o3 g1 ol Tl Com 0 e pis ¥y Ll Sy 21,2 Danins
Uit paxis S T gl e sl e Loy e 5,80 W11 S ety ol etai b
.QUdeioﬂc’Jdi&Zﬁj Sllealy 2l 8,80 e Yy o o 1Y
( aulond! Bald! )
b S ety o LUl 2l e JuS s (s Cand OLLIL LW 38,0
ol g ol « Lol G 1 110 by oLdeadly Al 285200 of L3N ode
Syt T 2l cols o o a3 (S T S0 a5 o o gl a5 alt L
LSl Olazie ces Jylilly ingl (ila a

(gl Bald! )

ows « Lael (AY L0 oo 55 5,l5] pudas ©Ldeally Lot A8 20 0,5

w10 edorn entys ¢ A1 (£ T VUL Gy pgie (£) Tyl 2l

b doais gay Syl iy LIt pally ¢ azie B)lo] udos pae ans pay 22y
i 3yla] s



LA SR TSR L I N OWICH I o UFRVA TR SUUS T} ¥V

ARTICLE VI

Operating Company shall nol own any right, title, mterest or estate
in or under the Concession Agreement or any Development Lease
created thereunder or in any of the Petroleum produced from any
Exploration Block or Development Lease thereunder or in any of the
assets, equipment or other pr0perty obtained or used in connection
iherewith, and shall not be obligated as a principal for the financing or
performance of any of the duties or obligations of either EGPC or
CONTRACTOR under the Concession Agrecmcﬁt. Operating Company

shall not make any profit from any source whatsoever.,

ARTICLE VII

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whencver 1t i1s indicated heremn that Operating
Company shall decide, take action or make a proposal and the ke, 1t 1s
understood that such decision, or judgment is the result of the decision or

judgment of EGPC, CONTRACTOR or EGPC ‘and CONTRACTOR, as

may be required by the Concession Agreement.
ARTICLE VIII

Opecrating Company has a Board of Directors consisting of eight (8)
members, four (4) of who have been designated by EGPC and the other
four (4) by CONTRACTOR. The Chairman shall be designated by
EGPC and shall also be a Managing Director. CONTRACTOR shall be

desi enated the General Manager who i1s also a Managing Director.



YooV L et Y 3 (00) VA siall - s JI50 41 A

( dmaalal! Bald! )
I3 sl pulod !« Laael LJET Wi 15] does 3,501 ulous Olelizal S
Olyol (0) s acde 3ily 131 V] s )50 ¥ Sleliza¥lvda 3 docy
PP b PSS TY SN AP, e A.;Tul.clil..h_stﬂﬂl_,_aiwl_,.:ji 4l
caia ol JuS 5 e o Lo e LLIL
(5 yilalt Bald )
kil g i 13] 3Lin! s oV ek Lot ganad) Tonad | g Lot (S
rg gl ¥l i 3 doe ol 3 s L olbeally 2ol a0t J ) e
el el ot 51 00K ) T B 0 LS O 550 55
L JU) Ll
( guduse @aladt Bald )
REERIW O S071 3 AT, PN PRt I B PETRTI R A Y [ R Y
il OULeally LW IS )] ppadinrnst ol OUdaally 2@ LS, 201 i s
L3S, Bl Iyl eisns o
T P USRIV IRVS N WS TROWH(POU TP IS [ E PP
e Ad To ganll Lonad| g Lzl 3 ke L3101 g sl 1 gy O Ldeall,

Gl e o 350 3l LY s,



80 Y Y L ez Y 5 () ¥R sl = R Sl

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority of
the Directors are present and any decision taken at such meetings must
have the affirmative vote of five (5) or more of the Directors: provided,
however, that any Director may be represented and vote by proxy held by

another Director.
ARTICLE X

General meetings of the Shareholders shall be valid if a majority of
the capital stock of Operating Company is represented thereat. Any
decision taken at such meetings must have the affirmative vote of

Shareholders owning or representing a majority of the capital stock.
ARTICLE Xl

The Board of Directors shall approve the regulations covering the
terms and conditions of employment of ‘the personnel of Operating
Company employed directly by Operating Company and not assigned
thereto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by
a General Meeting of the Shareholders, in accordance with the provisions

of Article X hereof.
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ARTICLE XII

- As of the Effective Date of the Amendment, the transfer of Joint
Company 10 Operating Company shall be effective and Operating
Company shall commence to apply the provisions of the Concession
Agreement. The Board of Directors shall take the appropriate procedures
to ensure the continuity of work.

. The duration of Operating Company shall be for a period equal to
the duration of the Concession Agreement including any renewal thereof.

The Operating Company shall be wound up if the Concession
Agreement referred to above is terminated for any reason as provided for
therein,

OCEAN EAST ZEIT PETROLEUM, LTD.
BY : O everertE arsiunns
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ANNEX “G”

OLD Oil Quantities

Based on lixisting Wells Production Forecast with No New Investment

Average Quarterly
Daily o1l -
Rate Quantities

Dale BOPD QTR MBO

Jul-06) K, 700 261

Aug-00) 8,540 256

Sep-00 ¥ 345 Sept a3

Oct-00) - 8,504 4N

Now-(K) 8. 160 QTR

Dec-00 2030 | § 2000 751

Jan-Ql 7,802 [+

Feh-01 7.640 TR

Mar-Q1 7.538 693

Apr-01 7.381 2

May-0l 7,227 QTR

Jun-0!} 7.077 20X} 658

Jul-0] 0,929 and

Aug-01 0,785 QTR

Sep-O1 6.044 2001 624
i Oct-01 0,505 4th

Nov-01] 6.370 QTR

Dec-01 6,237 2001 586G

Jan-02 6,081 [»

Feh-02 5,929 QTR

Mar-02 5,781 2002 534

Apr-02 5,036 2nd

May-02 5,495 QTR

Jun-(2 5,338 2002 500

Jul-02 5,224 3rd

Aug-02 5,004 QTR

Sep-02 4 9006 2002 469

Ot-02 4,842 4th

Nov-02 4721 QTR

Dec-02 4,003 2002 434

Jan-03 4. 48K |+

Feb-03 4,376 QTR

Mar-03 42606 2003 304

Apr-03 4,160 2ud

May-03 4,050 QTR

Jun-03 3.954 [_2003 369
1 Jul-03 3.855 3

Aug-03 3,759 QTR

Scp-03 3.605 2{0)3 340

act-03 3.573 4t

Nov-03 3484 | | QTR

Dec-03 3,397 2003 321

[Last Zeit Concession, Gulf of Suez, Egypt

Average
Daily
Rate
Datc BOPD
Tun-0d T.412 |
Feb-04 3,229
Mar-04 3,149
Apr-04 3,070
May-0d4 2,993
Jun-04 2.8
Jul-04 2,845
Aug-04 2.774
Sep-04 2,612
Oct-04 2.460
Nov-(d- 2,310
Dee-04

QTR
2004

Quarterly
Ol
Quantities

QTR MO

294

LN
QTR
2004

2i2

3r|.l
QTR
20004

223

4
QTR
2004

148

TOTAL

7,900




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97

