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AMENDMENT AGREEMENT

TO

THE CONCESSION AGREEMENT

SIGNED BY VIRTUE OF LAW NO. 16/19738
BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
IEQOC CO. INC.

THIS AMENDMENT AGREEMENT is made on this ..... day of

........ 19 by and between the ARAB REPUBLIC OF EGYPT
(hereinafter referred to as the «“A R.E.” or 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 IEOC CO. INC., a company organized and
existing under the laws of Panama (formerly called International
Egyptian Oil Company) and hereinafter referred to as “‘IEOC™.

WITNESSETH:

WHEREAS, the Parties have entered 1nto a Concession Agreement
for Petroleum Exploration and Exploitation (the ‘‘Concession
Agreement’’), which Concession Agreement was signed by virtue of
Law No. 16 for the year 1978, and Effective the first day of December
1975 as to Sub-Area ““A’’ and Sub-Area ‘‘B”’, and Effective the first

day of January 1977 as to Sub-Area ‘“C”’; and

WHEREAS the Concession Agreement has been firstly amended to
include the North Ras Garra Area, cigned by virtue of 1aw 19 for the
year 1992 and effective the eighth day of June 1952 (hereinafter referred

to as the First Amendment Agreement); and
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WHEREAS, the offset area to Sub-Area ‘B’ is needed so that a
prospect located in that offset area may be tested and adequately
developed if crude oil is discovered in sutficient quantities; and

WHEREAS, EGPC and [EOC agree to amend the Concession
Agreement to extend the duration of each Lease of Sub-Area ““A’’ and
Sub-Area ‘‘B’’ and the Abu Madi Lease of Sub-Area “C” and any
future Development Lease (s) in the Area of the Concession Agreement,
as amended, and they agree to amend the Concession Agreement o
incorporate the offset area to Sub-Area “‘B” aforementioned and to
provide for its development and exploitation under such Concession
Agreement, 1n accordance with good international oil field practices
and accepted international petroleum engineering principles. Such
amendment is hereinafter referred to as the Second Amendment

Agreement.

NOW, THEREFORE, the Parties agree as follows :

ARTICLE I — DEFINITIONS

Add the following definitions at the end of Article II of the
Concession Agreement to apply onlym to the offset areas to the

Area covered by the Concession Agreement :

36. “‘Exploration Block’’ shall mean an area, the corner points of
which have to be coincident with three (3) minute X three (3)
minute latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundaries of the Area covered by the Concession Agreement

as set out in Annex ‘““A’’.
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37.

38.

“Development Block’’ shall mean an area, the corner points of

which have to be coincident with one (1) minute X one (1) minute

latitude and longitude divisions, according to the Internalional

Grid System where possible or with the existing boundarics of

the Area covered by this Concession Agreement as set out in

Annex ““A’7 .

““Development Lease (s)”” shall mean the Development Block or
Blocks covering the geological structure(s) capable ot production,
the corner points of which have to be coincident with one (1)
minute X one (1) minute latitude aud longitude divisions,
according to the International Grid System where possib!e or with

the existing boundaries of the Area covered by the Cé:mcession

Agreement as set out in Annex ‘A’ .

ARTICLE 1] - BOUNDARY DESCRIPTION OF OFFSET AREA TO
SUB - AREA “*B”

a) At the end of the text of Annex “A” of the Concession

Agreement, as amended by the First Amendment Agreement, add
the following coordinates of corner points of the offset area to
Sub-Area ‘“B’’ which consists of two parts totalling_approximately

231 square kilometers of surface area, and are as follows:
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Corner points of the first part:

POINT IONGITUDF EAST LATITUDE NORTH DUE
‘ 7
i 33° 04 03. 72 - 28° 39 59.00 SW TO Point 2

2 33° 02 14. 53 28° 37 37. 07 SE TO POINT 3
3 33° 04 31. 80 28° 36 15. 40 SW TO POINT 4

33° 03 38.39 28°35 05.50  SE TO POINT 5
130 05 55.63 28°33 43.80  NE TO POINT 6
33° 07 09.71 28° 35 20.47  SE TO POINT 7
33° 12 48.25 28°31 58.55  NE TO POINT 8
330 13 49,95  28° 3‘:3 19.13  SE TO POINT 9
33° 15 06.13 28°32 33.64  NE TO POINT 10
10 COASTLINE 28° 32 40.42  SE TO POINT 11
ALONC: COASTLINE
1] COASTLINE 28° 30 00.00 W TO POINT 12
12 33° 09 39, oo 28° 30 00.00  NW TO POINT 13
13 33° 08 49. 50 28° 31 40.50 W TO POINT 14
14 330 06 00. 00 28° 3] 40.50 S TO POINT 15
15 33° 06 00. 00 28° 30 00.06 W TO POINT 16
16 33 02 21, 40 28° 30 00.00  NW TO POINT 17
17 320 59 14, oo 28° 35 47.00  NNW TO POINT 18
18 32° 58 50.00 28°40 00.00  ETO POINT |

O OO0 ~Jd O ta
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Corner points of the second part:

POINT LONGITUDE EAST LATITUDE NORTH DUE
19  33° 14 29. 85 28° 41 05. 33 S TO POINT 20

20  33° 14 29. 85 28° 39 37. 28 NW TO POINT 21
21 33° 12 50. 39 28° 40 36. 52 SW TO POINT 22
22 33° 12 25. 76 28° 40 09. 60 NW TO POINT 23

23 COASTLINE  28° 40 29.70 NNE TO POINT 24
¥ ALONG COASTLINE

/
24 COASTLINE  28° 42 29.83 SE TO POINT 19

b) Insert the map ‘‘B.4” at the end of Annex “B’’ of the Concession

Agreement. The map ‘‘B.4”’ is an illustrative map of the offset
area to Sub-Area *‘B’’ at the scale of 1:250,000.

-
3
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ANNEX "B-4"
AMENDMENT OF CONCESSION AGREEMENT

SIGNED  BY VIRTUE OF LAW NO. 16 1978

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM CORP

1EOC CO INC

in 231 Sq. Km. Approx

250000

}

Scale:
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ARTICLE 1II - EXPLORATION IN OFFSET AREA TO
'SUB-AREA “B”

1)

i1)

The following shall apply to the offset area to Sub-Area ‘B’ :

[EOQC shall commence Exploration operations in the offset area
to Sub-Area ‘‘B’’ not later than six (6) months after the Effective
Date of the Second Amendment Agreement. Not later than the
end of the eighteenth (18th) month after such Effective Date ot
the Second Amendment Agreement, IEOC shall start Exploration
drilling in the offset area to Sub-Area ‘“‘B’’, with a commitment
of drilling three (3) wells during the Initial Exploration Period.
EGPC shall make available for IEOC’s use all seismic}; wells and
other Exploration data in EGPC’s possession with respect to the

Area, as EGPC is entitled to so doing.

The initial exploration period shall be three (3) years as from the
Effective Date of the Second Amendment Agreement (‘‘Initial
Exploration period’’), IEOC may extend this Initial Exploration
Period for two (2) additional periods (the ‘‘Extension Period (s)’")
of two (2) years each, upon at least a thirty (30) day prior written
notice to EGPC subject to its expenditure of its minimum
exploration obligations and of its fulfilment of the drilling

obligations hereunder for the then current period.

IEOC shall spend a minimum of ten million (10,000,000) U.S.
Dollars on Explortion operations and activities related thereto
during the Initial Exploration Period; provided that IEOC shall
drill three (3) wells. For each two (2) year Extension Period, IEOC
shall spend a minimum of six million (6,000,000) U.S. Dollars
and shall drill two (2) wells.
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Should IEOC spend more than the mimmum amount required
to be expended or drill more wells than the minimum required
to be drilled during the three-year Initial Exploration period, or
during any Period thereafter, the excess may be subtracted {rom
the minimum amount of money required to be expended by IEOC
or minimum number of wells required to be drilled during any

succeeding exploration period or periods, as the case may be.

At the end of the Initial Exploration Period or of any subsequent
Extension Period, if any, the offset area to Sub-Area ‘‘B’’ shall
be relinquished if IEOC has not elected to enter into the next
Extension Period or has not discovered and demonst:rated to
EGPC the existence of crude Oil worthy of being ]:;roduced
commercially, i.e., sufficient to meet the costs of any deve]opment
required for such production from the oftset area to Sub-Area
““B’’ (whether directly; through a well located within the offset
area to Sub-Area ‘“B’’ or by drainage through a well located

outside the offset area to Sub-Area “‘B’’).
subject to the provisions of Article XXII, in case IEQOC surrenders

its exploration rights in the offset area to Sub-Area ‘““‘B”’, before
or at the end of the Initial Explorationl period, having expended
less then the total sum of ten million (10,000,000) U.S. Dollars
on Exploration or in the event at the end of the Initial Exploration
period IEOC has elected to enter into the First Extension period
having expended less than said sum in the offset area to sub-Area
““B*" an amount equal to the difference between the said ten
million (10,000,000) U.S. Dollars and the amount actually spent
on exploration activities shall be paid by IEOQOC to EGPC at the
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time of surrendering or within three (3) months from the end of

the third (3rd) year of the Initial Exploration Period, as the case
may be.

L_ikéwise, any expenditure deficiency by IEOC at the end of any
additional Extension‘Period, if any, for the reasons indicated

above shall accordfﬁgly result in a payment by IEOC to EGPC

of such deficiency.

Any such payment(s) made by IEOC shall be considered as
expenditures incurred for Exploration operations.

In the event at the end of aﬁy Exploration period a well is actually
under drilling or testing, IEOC shall be allowed up;to six (6)
month additional period to enable it to establish whether such
well is 2 Commercial well. However, such additional period ( not
exceeding six months ) shall be credited to the succeeding
Extension period and consequently shall be subtracted from such

Extension period.

ARTICLE 1V — RELINQUISHMENTS

At the end of the Initial Exploration period, IEOC shall relinquish
to the GOVERNMENT a total of twentjr-five (25) percent of the
original offset area to Sub-Area ‘‘B’’ not then converted to a
Development Lease or Leases in accordance with the Provisisons

of this second Amendment Agreement.

Likewise at the end of the first Extension period, IEOC shall
relinquish to the GOVERNMENT an additional twenty-five (25)
percent of the offset area to sub-Area ‘“B’’ not then converted

to a Development Lease or Leases.
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Similarly at the end of the second Extension period, IEQC shall
relinquish to the GOVERNMENT the remainder of the offset

area to sub-Area ‘‘B’’ not then converted to a Development Lease

or Leases.

Any of the aforesaid relinquishment shall be in units of whole
Exploration BlocKs or parts of Exploration Blocks not converted
to Development Leases so as to enable the relinquishment

requirements to be precisely fulfilled.

It is understood that at the time of any relinquishment under this
Article I'V of this second Amendment Agreement, the area to be
converted into a Development Lease and for which an épplication
for conversion into a Development Lease has been Sl.;bl‘nittf:d to
the Minister of petroleum and Mineral Resources for his
approval, in accordance with Article IVc) 4 of the Concession
Agreement as amended under Article V of this Amendment
Agreement shall, subject to such approval, be deemed converted

to a Development Lease.

IEOC shall not be required to relinquish any Exploration Block
or Blocks on which a Commercial well is discovered before the
period of time referred to in the Article IVc) 1 of the Concession
Agreement given to IEOC to determine whether such well is a

Commercial Discovery worthy of Development.

ARTICLE V — DEVELOPMENT IN OFFSET AREA TO
SUB—AREA “'B”
i)  The first paragraph under Article 1Vc) 4 of the Concession

Agreement is substituted for the following:
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“Following Commercial Discovery in any area other than the
offset area to sub-Area “B”’, the extent of the whole area capable
of production which is the potentially productive field or structure
shall be promptly delineated in accordance with good international

field practices.

However, following Commercial Discovery in the of fset area to
sub-Area “B’’, the extent of the whole area capable of production
to be covered by a Development Lease or Leases shall be mutually
agreed upon by EGPC and IEOC and be subject to the approval
of the Minister of Petroleum and Mineral Resources. Such area
<hall be converted automatically into a Development lease
without the issue of any additional legal instrument or
permission.”’ '

ii) The second paragraph under Article 1Vc) 4 of the Concession
Agreement is substituted for the following:

“‘Development operations thereafter shall be initiated promptly
by the Operating Company and shall be carried out diligently |
until, in accordance with good international oilfield practices and
accepted international petroleum engineering principles, the field

is considered fully developed.
However, as regards the offset area to Sub-Area ‘““B’’, in the event

no commercial production in regular shipments is established in

any of the Development Blocks in which a Commercial Discovery

.« made within three (3) vears from the date of Commercial
Discovery, such Block shall immediately be surrendered.’
i)  The recovery of costs directly associated with operations in the

offset area to Sub-Area “B’’ shall be recovered from the crude
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O1l produced from the Area as per Article VII of the concession
Agreement. Notwithstanding anything to the contrary in this
Amendment Agreement, recovery of such costs shall not be made
gnfil production (  whether directly or through drainage)
commences from the offset arca to sub-Area “B’” and no costs
directly associated with operations within the offset area to
sub-Area ‘“B’’ shall be recovered in the event the entire offset
area to sub-Area ‘B’ 1s surrendered pursuant to the provisions

of Article IV of this Second Amendment Agreement.’’

ARTICLE VI — DURATION

Delete any reference to the expiration date of all Leas¢s set forth
under Article IV d) of the Concession Agreement and the

following 1s substituted for such dates:

‘““As of the Effective Date of this Amendment Agreement, the
duration of each Lease of Sub-Area ““A’” and Sub-Area *‘B"’ the
Abu M: i Lease of Sub-Area ‘‘C’’ and any future Development
I ease (s) in the Area under the concession Agreement, as amended
by this Second Amendment Agreement (including the offset area
to Sub-Area ‘‘B’’ ) shall expire on December 31 for the year 2020

(the “Expiry Date’’). Subject to EGPC’s approval, such duration

may be extended for an additional period of ten (10) years by
a written notice given by IEOC to the GOVERNMENT not less

than twelve (12) months prior to the Expiry Date.

ARTICLE VII — PRODUCTION SHARING

Substitute the sentence ‘‘After-above initial two year period:’’

at the beginning of Article VII b) 2. of the Concession Agreement
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for the sentence ““After above initial two year period and up to
April 9, 1998:”
Add a new paragraph Article VII b ) 3. at the end of Article

VIl b ) 2. of the Concession Agreement to read as follows:

“‘3. From April 10, 1998 :

1)

11)

When the combmed average daily production of old oil and New

oil is less than or equal to 75,000 barrels of o1l per day for a period

of sixty (60) consecutive producing days, the split for all Crude

Oil production, whether Old Oil or New Qil, will be eighty-five

(85) percent for EGPC and fifteen (15) percent for IEOC. |

When the combined average daily production of Old O1l and New

Oil 1s greater than 75,000 barrels of oil per day for 9 period of

sixty (60) consecutive producing days, the split for jall New O1l

production will be eighty-seven (87) percent for iEGPC and

thirteen (13) percent for IEOC, while the split for all Old Oil
production will be as follows:

(a) For that portion of the total Old Oil average daily production
up to 75,000 Barrels per day, the split will be eighty-five (83)
percent for EGPC and fifteen (15) percent for IEOC.”

(b) For that portion of the total Old Oil average daily production
in excess of 75,000 Barrels per day, the split will be eighty-seven
(87) percent for EGPC and thirteen (13) percent for IEOQC.”

ARTICLE VIII — BONUSES

IEOC shall pay EGPC the following non-recoverable bonuses:
(a) a signature bonus of fifteen million ( 15,000,000) U.S. Dollars
on the Effective Date of this Second Amendment Agreement and
(b), a bonus of five million ( 5,000,000) U.S . Dollars on April

10, 1998.
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ARTICLE IX — GENERAL

a) All other terms and conditions of the Concession Agreement,
as amended prior to the Effective Date of this Second

- Amendment Agreement, shall continue in full force and effect

of law.

b) The Effective Date of this Second Amendment Agreement shall
be the date this Second Amendment Agreement is signed by the
Parties after a law is issued by the competent authorities of the
A.R.E. , authorizing the Minister of Petrolem and Mineral
Resources to sign this Second Amendment Agreeﬁent, and giving
this Second Amendment Agreement full force agd effect of law

notwithstanding any countervailing governmental enactment.

ITEOC CO. INC.
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