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AMENDMENT OF CONCESSION AGREEMEMT
FOR PETROLEUM EXPLORATION AND PRODUCTION
BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN PETROLEUM CORPORATION
~ AND

AMOCO EGYPT OIL COMPANY

THIS AMENDING AGREEMENT, made and entered into this
T'wenty-Third day of August, 1983, by and between the ARAB RE-
PUBLIC OF EGYPT (hereinafter referred to variously as “A.R.E.”
or as the “GOVERNMENT”) the EGYPTIAN GENERAL
PETROLEUM CORPORATION, A legal entity created by
Law No. 167 of 1958 as amended (hereinafter referred to as
“EGPG”), and AMOCO EGYPT OIL COMPANY, a company
organized and existing under the laws of the State of Delaware,
United States of America (hereinafter referred to as “AMOCO”

or ‘“Contractor’”).

WITNESSETH :

WHEREAS, the Parties entered into a Concession Agreement for
Petroleum Exploration and Production (hereinatter the “Conces-
sion Agreement’), which Concession Agreement was authorized
by Law No. 15 of 1976, and duly published in the Official Journal
on 21 February, 1976, and efltective the first of July 1975 ;

WHEREAS, the Parties desire to make certain amendments to

the Concession Agreement ;
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NOW, THEREFORE, the Parties hereto agree that the Conces-

sion Agreement is hereby modified and amended in the following
respects only :

. Amendment to Article 1V

Delete paragraph (f ) of Article IV and insert in its place the
following :

1. Unless otherwise provided, AMOCO shall be subject to
Egyptian income tax laws and shall comply with the
requirements of such laws with respect to the filing of
returns, the assessment of tax, and keeping and showing
of books and records.

5. AMOCO’s annual income is to be determined on a basis
which aggregates income or loss from each of the Petr-
oleurn Concession Agreements to which AMOCGO is a
party. AMOCO’s annual income for Egyptian mcome
tax purposes under this Agreement Shall be an amount
calculated as follows :

The total of the sums recieved by Contractor from the
sale or other disposition of all Crude Oil acquired by
Contractor pursuant to Article VII, paragraphs (a) and
(b) as valued according to Article VII, paragraph (c),
the total of the sums referred to under paragraphs (a)
and (b) of Article VII shall include sums for a crude oil
equivalent of residual gas and LPG in accordance with

Articles VII and XXVII) ;

Reduced by :

;. The costs and expenses of AMOCO including AM-
OCQ’s share of Sunk Costs and Warehouse Stock

Value,
and

;1. The value of EGPC’s Sunk Costs and Warehouse
Stock Value, and

77, The value as determined according to paragraph
(c) of Article VII, of EGPC’s share of the Excess
Cost Recovery Crude Oil repaid to EGPC in cash
and in kind, 1f any. .

HE— = o ki T vyl e ol L E o o
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For purposes of above tax deductions in any Tax Year,
paragraph (a) of Article VII shall apply only in respect
of classifications of costs and expenses and rates of
amortization, whithout regard to the percentage limita-
tion referred to in the first paragraph of Article VII (a)
(1). Al costs and expenses of AMOCO in conducting
the operations under This Agreement which are not
controlled by paragraph (a) of Article VII as above
quahﬁed shall be deductible in accordance with the
provisions of the Egyptian income tax law.

EGPC shall assume, pay and discharge, in the name and
on behalf of AMOCO, AMOCO’s Egyptian income tax
out of EGPC’s share of the Crude Oil produced and
saved and not used in operations under Article VII. All
taxes paid by EGPC in the name and on behalf of AMO-
CO shall be considered income to AMOCO.

EGPC shall furnish to AMOCO the proper official
receipts evidencing the payment of AMOCO’s Egypt-
ian income tax for Tax Year within two hundred and ten
(210) days following the commencement of the next
ensuing Tax Year. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount and
other particulars customary for such receipts.

As used herein, Egyptian Income Tax shall be inclusive
of all income taxes payable in the A R.E. (including tax
on tax) such as the tax on income from movable capital
and the tax on profits from commerce and industry and
inclusive of taxes based on income or profits including
all dividend, withholding with respect to shareholders
and other taxes imposed by the Government of A.R.E.
on the distribution of income or profits by AMOGCO.

In calculating its A.R.E. income taxes, EGPC shall be
entitled to deduct all royalties paid by EGPCG to the

Government and AMOCQO’s Egyption incone taxes
paid by EGPC on Amoco’s behalf
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7.

Amendment te Article VI -

Delete paragraph (d) (5) of Article VI and insert the
[ollowing :

If a mutually satisfactory settlement of any accounting
or cost objection between EGPC and AMOCOQO is not

reached within three (3) months from the date of EGPC’s
or AMOCOQO?’s objection, as the case may be, either of them
shall 'have the right to refer such dispute to a Chartered
Accountant of international repute for determination.
Such firm shall be agreed upon by EGPC and AMOCO,
and tailing agreement, by the President of the Institute
of Ghartered Accountants in England and Wales upon
request of either of the two parties. Such determination

shall be final and binding on EGPC and AMOCO.

Any reicmbursement due to EGPC out of the Cost Recovery
Grude Oil as a result of reaching agreement or of a decision
by the Chartered Accountant shall be promptly made in
cash to EGPC plus simple interest at LIBOR plus 2.5

- percent per annum from the date on which the disputed

amount (s) would have been paid to EGPC according to
Article VII (a) (3) and Annex “E’ (i.e., the date of
rendition of the relevant Cost Recovery Statment) of This
Agreement to the date of payment. The LIBOR rate
applicable shall be the average of the figure or figures
published Dby the Financial Times representing the
mid-point of the rates (bid and ask) applicable to one
month U.S. dollar deposits in the London Interbanl:
Eurocurrency Market on each fifteenth day of each
month occuring between the date on which the disputed
amount (s) would have been paid to EGPC and the date

on which 1t is settled.
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If the LIBOR rate is available on any fifteenth day but is
not published in the Financial Timesin respect of such day
for any reason, the LIBOR rate chosen shall be that offered
by Citibank N.A. to other leading banks in the London
Interbank Eurocurrency Market for one month U.S

dollar deposits.

I such fifteenth dav is not a day on which LIBOR rates are
guoted in the London Interbank Eurocurrency Market,
the LIBOR rate to be used shall be that quoted on the next

I'following day on which such rates are quoted.

3 Amendment to Article VII

Delete Article VII (a) (3) (2) and insert the following :

.

The balance of the Excess Cost Recovery Crude Oil shall be
split 87%, EGPC and 13%, AMOCO for both Old oil and
New Oil regardless of production levels provided that :
Seventy (70) rercent of EGPC’s share of the Excess Cost
Recovery Crude Oil under (1) and (2) of this sub-Para-
graph (a) (3) shall be repaid to EGPC in cash as provided
forin Annex “E” and the remaining thirty (30) percent
shall, at EGPC’s option, subject to giving ninety (90) days
advance notice, be paid back to EGPC in kind as provided
in Annex “E”, provided further that EGPC shall not
exercise such option unless it is taking its full Production

Sharing percentage as per Article VII (b) below 1n kind.

LEGPC is authorized to deposit its share of Excess Cost Re-
- covery Crude Oil repayable in cash plusits share of Sunk

(Costs and Warehouse Stock Value in its account abroad as
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referred to mn Article V (e) of This Agreement. Withdra-
wals from said account shall be as proovided in Article
V (e) of This Agreement.

4. Amendment to Article XXVIII
Delete paragraph c of Article XXVTIII and insert the following:
¢. Subject to the agreement of EGPC and AMOCO on a pro-

ject-by project basis and in accordance with the terms and
conditions of any such agreement, which will not be un-
reasonably withheld, and notwithstanding anything to the
contrary in this Agreement or in the three Concession Agre-
ements described in above Paragraph (a) of this Article
X XVIII, GUPCO shall be authorized to conduct on beh-
alf of EGPC alone any petroleum or service projects in the
Arab Republic of Egypt either within the Area or outside
the Area if such project is related or adjacent to the areas

- of Concession Agreements granted to EGPC and AMOCO
or activities of Operating Companies owned by AMOCO
and EGPC. It 1s understood that EGPC shall advance
any funds and bear any costs, expenses liabilities or losses
whether direct or indirect, related to any such project and
that GUPCO will not be requested to do any work
which would adversely affectits ability to conduct opera-
tions under This Agreement.

Add the following new Paragraph (d) of Article XX VIIT

d. Nothing in This Agreement shall be construed as constitut-
ing any relationship to the Petroleum Concession Agree-
ments referred to in above Paragraph (a) of this Article
XXVIII and each of these Agreements shall be treated

- separately and independently in all respects, except with
respect to the computation of taxes.
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5. Amendment to Accounting Procedure and Tax Imple
mentation Provisions (Annex FE)

Add the following new Paragraph to Article II (13)

Notwithstanding anything to the contrary in This Agree-
ment AMOCO agrees not to recover the costs, expenses
and losses of staffing AMOCO’s offices in the A R.E. as
well as the costs of and/or hability for maintaining said
offices which exceed $1,000,000 per year ($250,000 per
quarter), including any indirect costs related thereto. Such
limitation shall be without prejudice to AMOCQ?’s rights
with respect to the granting of work permits, exemptions
from customs duties, deductibility of all costs for Egyptian
income tax imposed on AMOCO EGYPT OIL COM-
PANY or any other rights under AMOCO’s Concession
Agreements or to the classification of all of AMOCO’s

office costs as Operating Expense.

It is understood that the s1,000,000 per year shall be
allocated to all AMOGQO’s Concession Agreements and
recovered as Operating Expenses and that 1t will be
applied first against eligible costs and expenses of assets
owned by AMOCO for maintaining its offices in the
A.R.E., then against the salaries and benefits of expa-
triates and nationals of AMOCO. The balance, if any,
shall be allocated between all remaining eligible costs

and expenses on a pro-rata basis.

For the sake of clarity, it is acknowledged that the costs
and expenses subject to the above limitation of recover-
ability do not include costs and expenses, whether direct
or indirect, of any nature whatsoever related to expat-
riates assigned to GUPCO or to facilities used by GUP-
CO’s expatriates (costs of facilities used by AMOCO’s
and GUPCO’s expatriates shall be allocated on a pro-rata
basis) or for services rendered to GUPCO norshall the
limitation apply to any costs and expenses of staffing and
maintaining AMOCO’s offices which are attributable
whether by allocation or otherwise - to EGPC and/or
any other party to a concession agreement entered into

with EGPC or to their Operating Companies.
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Delete Article VI of Tax Implementation
Provisions and insert the following :

ARTICLL Vi

TAX IMPLEMENTATION PROVISIONS
It is understood that AMOCO shall be subject to Egyptian

Income Tax Laws except as otherwise provided in This
Agreement, that its income or loss from all Petroleum
Concession Agreements shall be aggregated, that any
A.R.E. income tax paid by EGPC on AMOCQ’s behait
constitutes additional income to AMOCO and this ad-

ditional income is also subject to A.R.E. income tax,
that is ‘“‘grossed-up’.

The income or loss of AMOCO under This Agreement,
as defined in Article IV (f) (2) of This Agreement, shall
be aggregated with the income or loss of AMOCO from
each of the Petroleum Concession Agreements to which
AMOCO is a party. For this purpose, if the area of
any Petroleum Concession Agreement is surrendered 1in
its entirety by AMOCO the costs and expenses relating
to such Petroleum Concession Agreement which have not
been deducted shall be taken 1nto account.

The amount reached after aggregating AMOCO’s income
or loss under each of its Petroleum Concession Agreements
shall be referred to as “Consolidated Income”. If in
determining Consolidated Income for any Tax Year,
the total of losses from one or more Petroleum Conces-
sions exceeds the total income from the remaining Petro-
leum Concessions in such Tax Year, the excess shall be
carried forward to the subsequent year and treated as a
deduction in the computation of Consolidated Income
in the succeeding year.

Consolidated Income, as determined above, plus an
amount equal to AMOCO’s Egyptian Income Tax
Liability, shall be AMOCO’s ‘taxable income™ 1.e.,

the amount of value on which A.R.E. income taxes are
to be computed.
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The “Gross-up value” is an amount added to Consoli
dated Income to give “taxable income” such that the
gross-up value is equivalent to the A.R.E. in income taxes.

THEREFORE :

Taxable Income = Consolidated Income PLUS Gross-
up Value and

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

It the “A.R.E. income tax rate”, which means the ef.
fective or composite tax rate due to the varjous A.R.E.
taxes levied on income or profits, is constant and not
dependent on the level of income, then

Gross-up Value = AR.E. income tax rate TIMES

Taxable Income.

Combilﬁng the first and last equations above, _
Consolidated Income X Tax Rate

Gross-up Value = ] - Tax Rate

Where the tax rate is expressed as a decimal.

The above computations are illustrated by the following
numerical example. Assuming that the Consolidated
Incomeissio and the A.R.E. income tax rate is 4( percent,
then the Gross-up value is equal to : '

$10xX 0.4

1 _0.4 = $6.67
THEREFORE - ¢
Consolidated Income 10.00
Plus Gross-Up Value 6.67
Taxable Income Ig‘ 67
LESS AR.E. Income Taxes at 40 9, 6.67

AMOCO’s Income after Taxes _ 10.00
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