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NECOND AMENDATORY AGREEMENT
TO CONCESSION AGREEMENT
FOR PETROLEUM FEXCLORATION AND EXPLOITATION

THE ARAS QEPUBLIL U7 BEoYEL
| o | ATl
THE EGYPTIAN GEN SR AL PETRAOLETM CORPDRATION
a izl
ELF AQUITAINE EGYPIg

and -
BPF PETROLEUM DEVELOPMENT LTD
il o
M OIRTA ALEXANDRIA AREA

This SECOND AMENDATORY AGREEMENT (hzrein-
after referred to as “AMENDMENT”) made aa1l eatered into on
.this day o 1982, to the GONCESSION AGREEMENT
enacted into Law No. 47 of 1975, th=a modifi=d by the AMEND-
ATORY AGREEMENT enacted into law No. 53 ol 1977 by and
between the ARAB REPUBLIC OF ESYPT (hereinafter referred
to variously as “ARE” or the “Government”), the EGYPT{AN
GENERAL PETROLEUM CORPORATION (hereinaftar ra-
ferred to as*“EGPC”),a legal eatity created by Law No. 167 o7 1933,
as amended, ELF. AQUITAINE EGYPTE (hsremalter reerred
to as “EAE”), a compnany o-3yanizel and existing und>r the laws
of France, and BP PETROLEJM DEVELOPMENT L'TD,a com-
pany organized and ecistiny uadsr the laws of England (hercina-
fter referred -to as-““BP"7). - : |
Whereas,pursuant to Law No. 65071953, as amzaded,a GON-
CESSION AGREEMENT for Petrolenm Exploration and Prod-
uction dated June 30, 1975 was eatered into by and batween the
Government, EGPC, Entreprise de Recherchzs et d’Activites Pét-
rolicres and Société Nationale des Pétroles d’Aquitaine, which
said concession agreement was enactedsinto Law No. 47 of 1975 ;

vand. - o
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Whereas a first: AMENDATORY AGREEMENT to said
concession agreement dated April 3, 1977 was entered 1nto-

, which said first

AMENDATORY AGREEMENT was cnacted into Law No.

53 of 1977 Ythe said CONCESSION AGREEMENT as amended
by the said first AMENDATORY AGREEMENT i1s hereinaiter
‘referred to as the “CONCESSION AGREEMENT?’).

and

Whereas, as a result of assignment the following Parties hold,
as CONTRACTOR, under the aforesaid CONCEBSION AGRE-
EMENT the followmg undivided interest :

EAE 60 9,
BP 40 o,

Whereas, the Parties to the CONCESSION AGREEMENT
are desirous of amending certain provisions therein to provide a
legal framework for the exploration, production, treatment, sale,
and export of natural gas and natural gas products, and for the

development of, and compensation for, National Gas Reserves in
the ARE ;

Now, therefore the Parties hereto do hereby agree to amend

the CONCESSION AGREEMENT as follows :

ARTICLE 1

DEFINITIONS

ARE CONTRACTOR — Means EGPC and its affilates, who have

assumed contractor’s rights and obligations pursuant to paragraph
XI1.3 of this AMENDMENT.

COMMERCIAL GAS DISCOVERY — Means the Gas Reser-

ves discovered and assessed by CONTRACTOR and potentially
available for export at the time CONTRACTOR notifies EGPC

that all the Essential Requirements necessary to proceed with a
Gas Export Project have been met.
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COMMERCIAL OIL WLELL or COMMERCIAL WELL —
Means the first well on any geological feature which after testing in
accordance with sound and accepted industry production practices,
and verified by EGPC is found to be canable of producing at the

L,

average rate of not less than :hree thousaud (2000) bakiicl: of oil

per day (B.O.P.1)).

CONTRACTOR’S MEMBER COMPANY — Means an indivi-
dual; corporation, partnership or other similar legal entity, excluding
ARE CONTRACTOR and the Government, owning 2 per-
centage of UGONTRAUTOR’s interest in the CQONCESSION
AGREEMENT, as amended.

®
The date of discovery of a “Commercial Well” ¥s the date on
which such well is completed and tested according to the above.

DOWNSTREAM FACILITIES — Shall include, the facilities for
operations and activities carried out and conducted from the Gas
Delivery Point(s) to and including the Gas Export Point(s), in re-
lation to lines transporting Gas, processing plant(s), storage of
products in a hquid state, mooring facilities and all other appro-
prigte facilitics for the sale and export of Gas, Gas Products,
and/or Gas Derivatives from the ARE including support facilities
as deemed mnecessary and included in the Gas Export Project
Feasability Study.

Yy F

For the purpose of determining the investmients related to the
Downstream Facilities, such term shall include all the operating
costs mcurred by JOCQO, or any other co-operative arrangements,
as the case mav be, up to the date of the Initial Commercial Pro-
duction of Gas, such operating costs keing capitalised.

EARLY PRODUCER — Means ' EGPC and any contractor(s)
holding rights in Gas Reserves allocated to the Gas Export Project
prior to setting up of JOCO or any other co-operative arrangements
and to be produced and delivered to said entities.
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ESSENTIAL REQUIREMENTS — Means the pre-requisites for
the achievement of a Gas Export Project as set out in’ paragraph
NIL.2 of this AMENDMENT.

£l EXPLORATION EXPENDITURES — Means all the agreed

costs and expenses borne by GONTRACTOR under the CON-
CESSION AGREEMENT for Exploration sOperations 'related
to the drilling of NAB1 and NAF1 wells and any further invoices
relating to NABI and NAF1 paid after the 31st December 1979,
and excluding the cost of seismic works and other {;sts related to

the preparation of the forthcoming NAF2 well,

E2 EXPLORATION EXPENDITURES — means all the other
agreed costs and expenses borne by CGONTRACTOR under the
CONCESSION AGREEMENT for Exploration Operations from
Ist January 1980 until the end of the Assessment Period including the
cost of seismic works and other costs related to the preparation of
NAF2 well borne prior the Ist January 1980 and excluding any
further invoices relating to NAB1 and NAF1 wells paid after the

31st december 1979.

EXPLORATION EXPENDITURES—Means the aggregate of El
and E2 Exploration Expenditures.

FINANCIAL YEAR — Means the GOVERNMENT’s financial
year.

GAS — Is natural gas both associated and non-associated, as in-
cluded in the Gas Reserves and all of its constituent elements prod-
uced from any well in the Area and all non hydrocarbon substances
therein ; it includes Lease Condensate and Residue Gas.
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GAS DELIVERY POINT — Means the flange(s) Conne(iting
Dowsti eam Famhtleq to the Outlet from (Gas Producer(s faql‘]ltm%

where Residue Gas 1s delwcred to thc Downstream Facilities .

GAS DERIVATIVES — Are nongaseous fuel andfor feedstock
substances produiced in industrial processing plants where Gas is
ased as raw material, such as, but not limited to, methanol, methyl

fuel, synthetic gasoline.

GAS DEVELOPMENT — Shall include, but not be limited to,
all the development operations and activities pursuant to approved
Work Programs and Budgets, under the CONCESSION AGREE-
MENT, with respect to :

1}y The dfillirig,; -plugging, decpening, side jtracking, redrnlling,

completing, equipping of Development wells, and

ii) Design, engineering, construction, installation, servicing, and
maintenance of equipment, lines, systems, facilities, plants, and
related operations ; to produce and opcrate said wells ; to take,
recycle, save , treat, handle, flare, transport and deliver Gas
to the Gas Delivery Point(s) ; and to take save, treat, handle,
store, flare, transport, and deliver Lease Condensate to the

export point, and

ti1) ‘Transportation, storage, and any other work or activities
necessary or ancillary to the activities specified 1n (1 and 1)

above.
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GAS DISCOVERY WELL — Shall mean the first well drillecll in

any structure capable of producing a rate of Residue Gas not 1{1‘,«?’61‘
than an average of 200.000 >.CG.M./day, for a period of at 1¥34st

two (2) days but not more than fifteen (15) consecutive days unless

otherwise mutually agreed upon.

GAS EXPORT POINT — Means the flange(s) connecting the
Downstream  Facilities with the facilities of buyer or ofshe Party
hereto taking in kind its share of the Downstream Facilit*‘s output.
GAS PRODUCTS — Shall mean Natural Gas Liquids extracted
from Residue Gas in the Downstream FFacilities and consisting
primarily of one or more hydrocarbons heavier than methane, such

as ethane, propanc, butane, and heavier component mixtures.

GAS RESERVES — Are estimated quantities of Gas which geolo-
gical an engineering data demonstrate with reasonable certainty
to be originally recoverable from known Crude Oil and/or Gas
proved reservoirs. Reservoirs are considered proved it produci-
bility is supported by either actual production or drill-stem tests.
The area of a reservoir considered proved includes :

I. that portion delineated by drilling and defined by gas-oil,
gas-water or oil-water contacts and

2. the adjoining portions not yet drilled but which can be reason-

ably judged as productive on the basis ol relevant and avail-
able geological and engineering data,

o

In the absence of information on fluid contacts, the lowest known

structural occurrence of (Gas shall be the lower limit of the reser-
VOIr.
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Reserves estimates are prepared for all categorics of Unflared
Aqaormﬁd and Non-Associated Gas. Estimates include! gaseous
eqitm-*;m::ms_m (B31'U) or Natuiral Gas Liquids expected ‘l;%ji){f I
' covered from reservoir natural Gas as it is produced, but do not

wr
3

include non-hydrocarbon gases.

INITIAL COI\*IMERCIAL PRODUCTION Or GA>S — Has
* the meaning set forth in sub-paragraph XIV { 21) 1. L\;)wfth“« Amend-

ment. [

\

JOINT OPERATING COMPANY (O — Has the meaning

_set forth in sub-paragraph XII1.2.a of this :m;cnd 1ENt.

LATE PRODUCER —— Means anv Uioducer, hoiding rights 1a
export Gas Reserves, other than those mcluded in the Earlv Prod-
" ucer definition from which Residue Gas is dehwred to the Dow—

stream Facilities.

LEAN GAS — Means Gas from which Natural Gas Liquids

have been separated.

LEASE CONDENSATE — Is-a Natural ‘Gas Liquid rccovered
from -Non-Associated Gas, gas-cap gas and from dissolved gas
when further processed, in lease separators and field facilities upst-
ream of the Gas Delivefy Point. Lease Condemate consists pri-

‘marxly of pentanes and hcawer hvdrocarbons
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LIGQUEFIED NATURAL GAS (LNG) — Mrans ratoral (as
which consists principally ol methane and ethane and whith after
the separation of Natural Gas Liquids is in a liquid state a}approxi-
mately atmospheric pressure after refrigeration to a crvogenic tem-

perature.

LIQUID CRUDE OIL or CRUDE OIlL or OIL — Mecans any
hydrocarbon produced from Oil Development Lease(s) which 1s

in a liquid state at the well-head or lease separﬂtors.

MEMBER COMPANY — Means an individual corporation,

partnership, or other similar legal entity, including the ARE CON-
TRACTOR, owning a percentage of a contractor’s participating
interest in the CONCESSION AGREEMENT or in any other

ARE concession agreement.

NATURAL GAS LIQUIDS (NGL) — Are those portions of

reservoir Gas which are liquefied at the surface in lease separators, .
field facilities and/or gas processing plants. Natural Gas Liquids
include Lease Condensate and Gas Products.

NATIONAL GAS RESERVES — Has the meaning set forth in
paragraph VII1I.1.

NON-ASSOCIATED GAS — Means natural Gas which is in

reservoirs that do not contain significant quantities of Crude Oil.

OPERATING {COMPANY—Means NALEPCO or JOCO or any

other Operating Company which 1s formed under the CONCES-
SION AGREEMENT as amended.
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OTHER CONTRACTOZLS — Mecans each and all of the contrac-
tors having concession rights granted by the ARE uungyler agree-
ments, other thin the CONCESSION AGREFMENT, as

armended.

-

PRODUCER — Means EGPC and any contractors (s) holding

rights in export Gas Reserves to he produced and delivered to the

Dowstream f{acilities.

REPAYMENT DATE — Means any of the dates when com-
pensation from LEGPC is duc to CGONTRACTOR for the Gas
Reserves surrendered to EGPC, pursuant to Article X1 herein.

RE‘SIDUE G%S —-—-Is Gas ﬁom whu:h Lease: Condensate has

been extracted in ﬁeld faCIhtI{'}S and which is supphed to the

Downstream Facilities at a Gas Delivery Point..

TARGET DATE — Is the date that the Gas Export project
(lo-ordination Committee establishes for the Essential Require-

ments to be met, pursuant to sub-paragraph X1I. 2.

. TAX YEAR — Means the ptrlod of twelvc (12) months accord-

mg -to ARF rules 'md 1cgulat1ons
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TECHNICAL LEADER — Has the meanmg sct forth in sub-
paragraph XI1I. 2. a. '

UNFLARED ASSOCIATED GAS — Is i) the natural ga¢>com-

monly known as gas-cap gas, which overlies and is in contact with

Crude Oil in the reservoir; and/for 11) the natural gas which was_
‘0 solution in Crude Oil at original reservowr tcmperature and

yressure, and which is or will be collected and supplied to EGPG

.- the domestic market or to the Gas Export Profct.

For the purpose of accounting the gas under 1) above in the
Gas Rescrves, the volume of such gas for cach reservoir shall be
the volume of gas already collected andjor the volume of such Gas
based on future oil production anticipated for the whole period

of gas collection. Future Gas production rates shall be based on

the gas to oil ratio projections made under the assumptions of

sound oil reservoir management principles.

Q. C. M. — Means standard cubic meters.

ARTICLE II
OBJECTIVE OF THIS AMENDMENT

The objective of this SECOND AMENDATORY AGREE-
MENT is to amend and complement the CONCESSION AGREE-
MENT in order to set forth specific provisions applicable to ex-
ploration, development, exploitation and exportation of Gas,

taking into account the ARE’s requirements to satisfy its National

Gas Reserves,
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ARTICLE 111

ANNEKES TO THIS AMENDMENT

- Annex 1" hereto 15 a dc&cnptlon 0[ the Area resthung after
the relinquishments effected prior 1o July Ist, 1981, together with
a. map. of the Area on a scale of 1. 1,000,000.

Annex “2” hereto embodies the principles which shall govern -
the construction and the activity of the Joint Operating Company .
(JOCO), to be formed pursuant to sub-paragrapﬂ XII. 2. a.

ARTICLLE 1V

EXTENSION OF EXPLORATION TERMS AND
'RELEVANT WORK PROGRAM AND EXPENDITURES

1. Durmcr the second extension peuoa to the imtial exploration, .
per md such extension corresponding to the seventh (7th ) and
elghth (8th) years after the Effective Date of the Concess-
ion Agreement. CONTRACTOR shall spend a mmimum
of sixteen ( 16 ) millicn U.S. dollars on Exploration opera-
tions and activities. Contractor shall during such 2 yvear pe--
riod drill two (2) wells, and CONTRACGTOR shall not be
entitled to carry ior ward any ainount spent nor any work or
drllhng made during the periods preceding such 2—-Vear period:

2. A third and a fourth extension periods of one (1) year each to

the initial e}_plm ation period shall be granted to CONTRAC-
TOR at 1ts option upon thirty {30) days prior written notice,

to EGPC, and subject only to its having fulfilled 1ts expenditure -
and drillinq obligations for -the.thcu current period. -

Any well which CONTRACTOR 1s dniling or testing at the -
end of an extension period may be credited to the work obliga-
tions of the cextension pericd during which 1t was spudded.

il
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Failure of CONTRACTOR to exercise the option to enter into

a subsequent extension period shall relieve CONTRACTOR
from the Exploration obligations with respect to such extension
period ; in this event CONTRACTOR shall relinquish thg ent-
ire Area, with the exception of any parts of such Ares which
CONTRACTOR is entitled to retain in case of Gas disceteries

or Crude Oil discoveries, in accordance with the provisions of
Article VI of this Amendment.

3. GONTRACTOR shall spend a minimum of eight (8) million

U) dollars on Exploration operations and activities during the

third extension period. Contractor shall during such period

drill one (1) well. :

CONTRACTOR shall spend a minimum of eight (8) million
US dollars on Exploration operations and activities during the

fourth extension period, Contractor shall during such period
drill one (1) well.

such periods corresponding respectively to the ninth (9), and to
the tenth (10) year after the Effective Date.,

4. If, at the end of the last-clected extension period, CONTRAC-
TORGis drilling or testing a well, CONTRACTOR -shall be
| entitled to a period to complete and test such well, with a ma-

' ximum period of six (6) months from the end of the last-elected
| extension period.

Such six (6) month period shall be granted without CONTR-
ACTOR incurring further commitments. Such well may be
credited toward the work obligations of extension pe-
riod during which it was spudded, and any expenses incurred
during the six (6) month period will be credited to the extent

necessary, against the commitment expenditures deficiency,
1f any, of the last -elected extension period.
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>. It CONTRACTOR spends more thaa the minirmum o,

 required {o be expended duringtlie second or the third extens-
ion period,the excess shall be carried forward and credited aga-
inst the expenditure obligation required to be spent during the
succeeding extension period or periods, as the case may be,
without aflecting the work obligation.

The well (s) drilled in excess of commitreent well s} during the

second or third extension period shall be credited to the work

obligations of the following period or periods.  Without pre-
Judice to drilling obligations any expenditure deficiency by

CONTRACTOR at the end of any extension: period shall be

paid in'cash to EGPC by CONTRACTOR af the end of such
extension period. BN :

Any such deficiency ‘will be deemed as ?Explorajion Expen-
ditures. ' T | |

ARTICLE V
ASSESSMENT PERIOD

At the end of ihe last-elected extension period, CONTRAC-
TOR shall have two (2) years (hereinafter called the *‘Assessment
Period”™) in which to assess Gas Reserves discovered in the Area.

ARTICLEjVI
'MANDATORY jRELINQUISHMENTS

1. CONTRACTOR shall have the right to conduct Exploration
on the Area, as the same exists after having relinquished a
total of thirty (30) percent of the original Area in accordance

~ with provision of Article V of the Concession Agreement. No
- lurther mandatory relinquishments will be requited until the
- end of the last elected exténsion period.

2. | Upon the expiration of the last-elected. extension period,

CONTRACTOR shall surrender the entire Area excluding (a)

. any parts ol said Area which have been converted .or have Been

applied to be converted into dil development leases. in accord-

ance with the Concession Agreement, as amended, and (b)
sych 3% x 37 blocks as will encompass the Gas Reserves which

—
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shall be assessed during the Assessment Period and which are
eligible for implementation of a Gas Export Project after satis-
tying Cont ractor’s Contribution to the National Gas Resers
ves as sct forth under Article VIII of this Amendment.

ARTICLE VII Ny

OIL DISCOVERIES
Any discoveries of Crude Oil made by CONTRACTOR

during the term of the CONCESSION AGREEMENT, as amend-
ed, in the Area shall be governed by the terms and conditions of the
CONCESSION AGREEMENT, as amended.

1.

ARTICLE VIII 4

ESTABLISHMENT OF NATIONAL GAS RESERVES

EGPC and CONTRACTOR acknowledge and agree that the
ARE shall require for its own uses a certain volume of Gas
Reserves (hereinafter referred to as the “National Gas Reserv-
es’’), such volume of National Gas Reserves to be fixed before

the end of the Assessment Period. The Parties hereto agree
that as of December 31, 1979, EGPC holds an amount of Gas

‘Reserves discovered in the ARE (EGPC’s Gas Reserves) equal

to four (4) trillion standard cubic feet or the equivalent of one
hundred and thirteen (113) bilhon S.C.M. The difference
between the amount of National Gas Reserves and EGPC’s
Gas Reserves (including EGPC’s Affiliate(s) Gas Reserves but
excluding ARE CONTRACTOR Gas Reserves), updated at

July 15th,1987shall be made up from a contribution given by

all the contractors holding Gas Reserves in the ARE. The
contribution shall not exceed the amount required to reach a

total of twelve (12) trillion standard cubic feet of N aticnal Gas
Reserves (three hundred  and forty (340) billion S.C.M.; p

including EGPC’s Gas Reserves.
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2. The contribution share from each centractor shall Iae in the
same proportion that the total amount of its assessed Gas
Reserves bears to the total Gas Reserves assessed far all the
contractors in thc ARE. Any quantities of each contractor’s
Gas Reserves in excess of it3 contribution share to the National
Gas Reserves shall be eleigibie to be included in the Gas Fx-
port Project il such contractor so elects.

3. LEGPQC shall, periodically or when necessary, update EGPC’s
Gas Reserves and shall give written notice thereof to CON-
TRACTOR. Any variation in volume to the reviously noti-
fied EGPC’s Gas Reserves is to be attested by¥a report issued

by an internationally recognized independent petroleum

reservolr engineering firm engaged by EGPC, if CONTRAC-
TOR so requests.

4. In any case where this Agreement provides for the intervention
of an independent internationally recognized petroleum res-
ervolr engineering firm and if the parties cannot agree within
three (3) months of one party’s request of the name of such a
firm, any party may have recourse to the International Chamb-

er of Commerce (ICC) in accordance with the ICC’s Rules
- tor Technical Expertise (for the nomination of such a hrm).

ARTICLE IX

GAS EXPORT PROJECT FEASIBILITY STUDY
| PERIOD

Once the National Gas Reserves have been satisfied under the
provisions of Article VIII, then the Gas discoveries made in the
- Area and compassd in the 3’ x 3’ blocks as provided for in paragraph
V1.2 (b) may be retained by the CONTRACTOR for a period of
seven (7) successive years (such period to be hereinafter referred to
as the ““Gas Export Project Feasibility Stud v Period”) starting from

July 15 th, 1987. During such Gas Export Project Feasibility Study
Period, CONTRACTOR, either on its own or in associaties with
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Other Contractors, as the case may be, shall cause a Gas LExport
Project Feasibility Study to be conducted or certified by an interna-
tionally recognized independent engineering firm for the purpose of
determining whether a Gas Export Project 1s technically.and econo-
mically feasible to undertake. I CONTRACTOR, aftéy comple-
tion of such Gas Export Project Feasibility Study, decides to go for-
ward with respect to such Gas Export Project, then a twenty (20)
vear Gas development lease covering all portions of the Area mutu-
ally agreed as containing Gas Reserves capable of being produced
and eligible for the Gas Export Project after satistying the National
Gas Reserves, and not relinquished on or before the expiration of
the Gas Export Project Feasibility Study Period og§the commence-
ment of Gas commercial production, whichever %st occurs, shall
automatically come into existence to the benefit of*both parties m-
cluding EGPC.

This twenty (20) year period may be renewed for an additio-
nal period of ten (10) years at the option of CONTRACTOR,
upon six months prior written notice to EGPC.

Notwithstanding anything to the contrary that may be contal-
ned or implied in the CONCESSION AGREEMENT, as-amended,
all the relevant provisions of the CONGESSION AGREEMENT,
as amended, will remain 1n full force until the expliration of the last
to expire above mentionned Gas development lease,

CONTRACTOR, after its decision to go torward with the Gas
Export Project, shall carry out all the necessary action in order to
achieve commercial production of Gas, from the Area. In the ev-
ent that no commercial production of Gas 1s established within six
(6) vears from the end of the Gas Export Project Feasibility Study
Period, CONTRACTOR’s Gas Reserves available for export shall
be surrendered to EGPC, unless otherwise agreed upon by EGPC
and CONTRACTOR.

In the event no Gas Production 1s contributed from any Deve-
lopment Block to the Gas Export Project within six (6) years from the
Initial Commercial Production of Gas, then such Development Bl-
ock shall be surrendered to EGPC unless otherwise agreed by EGPC.

L 1
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Without prejudice to the above provisions of this Article IX|
as soon as it appears there is a strong possibility of gas export alter
fulfilment of the National Gas Reserves, and, as the case may be,
after consultaticn with Other Contractor (s) having Gas
Reserves to ascertain if they are willing to join in a combined
study, CONTRACTOR may 1mp1cment any prerequisitesglemental
studies (such as studies to choose a site for the Downstrears Facili-

ties, that may include necessary site surveys as bathymetry, weather
and sea conditions, soil testing).

CONTRACTOR’s share of expenses related to such mutually
agreed upon studies, and incurred according to works and programs

approved by EGPC shall be treated as Gas Develogment Expendi-

tures to be recovered pursuant to Article XIV if there is a Gas Ex-
port Project. 3,

ARTICLE X
EGPC USE OF GAS RESERVES

I Until July 15th, 1987, EGPC shall have the right to produce
and supply the domestic market with quantities of Gas net te
cxcced the maximum rate producible, according to standard
industry practice, from that share of the Gas Reserves discove-
red in the Area to be contributed to the National Gas Reserves,

pursuant to the provisions herein contained, at its sole cost
and expense.

EGPC right may be exercised during such period, when the
required production cannot be reasonably obtained from
EGPC’s Gas Reserves. In the event, on July 15th, 1987, the
production rate of Gas delivered, or to be delivered by EGPC,

from a specific field to the domestlc market is in excess of the
maximum rate producible from the Gas Reserves of that field
allocated to the domestic market, as herein provided, then, by
mutual agreement, the CONTRACTOR’s total contribution
to the National Gas Reserves shall be reallocated to the neces-
sary extent, among the fields discovered in the Area or outside
it or, failing such mutual agreement or in absence of other
fields, said production rate shall be reduced within the limits
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allowed by the Gas Reserves of that field allocated to the dome-
stic market, and allowed by all the provisions of this paragraph
X. 1. Provided, however, that any production of Unflared As-

soctated Gas shall not impair the optimal production of the

. . . P
Crude Oil associated with Gas. N

2. EGPC shall have the right to produce out of the Gas Reserves
in each field contained in the Area the share therefrom to be
contributed to the National Gas Reserves, as defined in Article
VIII, which has been allocated to the Area, from the com-
mencement of the Gas Export Project Feasibility Study Period
and, 1t applicable, during the Gas Developmafyt Lease period,
under the terms and conditions as outlined in%‘::ragraph X.1.,

lessany amount already taken by EGPC

rsuant to such
paragraph X. [.

d

Notwithstanding anything to the contrary which may be con-
tained or implied in the foregoing, EGPC and CONTRACTOR
may agrec to differently distribute the Gas Reserves contri-
puted to the domestic market by turning over a part or an

entire Gas Field (s) to EGPC to satisfy EGPC’s rights under
paragraph X. 1. and X. 2. in return for EGPC’s relinquish-

ment of a part or all of its share in other Gas field (s) within
the Area or outside it.

4. In exchange for CONTRACTOR’s Gas Reserves dedicated
to the domestic market before the determination of the Domes-
tic Allocation Percentage pursuant to paragraph 2.c of Arti-
cle XI which become in excess of such Domestic Allocation
Percentage of CONTRACTOR’s Gas Reserves or any revision
thereof, or in exchange for CONTRACTOR’s Gas Reserves
dedicated to the domestic market after the determination
of the Domestic Allocation Percentage which are in excess
of such Domestic Allocation Percentage or any revision
thereof, EGPC shall make available to the CONTRACTOR
for the first Gas Export Project that amount of Gas equal to

L
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such CONTRACTOR’s Gas 'Reserves dedicated to the dome:
tic market which become or are in excess of the Domestic Allo

cation Percentage of CONTRACTOR’s total Gas Reserves

from EGP(C’s entitlement to Gas Reserves within the Are;
or outside 1it.

Such cross exchange of Gas Reserves shall be in accordanc
with terms mutually agreed between the parties, based on prin-

ciples which shall ensure no penalty whatsocver to either party
economic or otherwise.

5. CONTRACTOR shall have the right to produce according
to Article XII and XVI from any {servoir up to the

total amount of Gas Reserves therein)' less the amount
of National Gas Reserves, if any, aWributable to such
resetvoir CONTRACTOR’s production rate shall be sc-
heduled by taking into account (i) the maximum rate allowed
by the whole reservoir according to the good industry practice

and (i1) EGPC’s rights pursuant to paragraphs X. 1. and
X.2. above.

6. Tor the whole period of time in which CONTRACTOR shall
have maintained its rights in its Gas Reserves and the compen-
sation has not been fully repaid pursuant to the terms and condi-
tions provided for hereunder, EGPC may enter with CONTR-
ACTOR . or with one or more of CONTRACTOR’S Member
Companies into a separate written Domestic Gas Supply Agre-
ement containing mutually acceptable terms whereby CON'T-
RACTOR or one or more of CONTRACTOR’S Member
Companies, as the case may be, will carry out, in accordance
with rights and obligations set forth in the GONCESSION
AGREEMENT, as amended, the development of EGPC’s
share of Gas Reserves, in order to supply Gas to the domestic
market, pursuant to paragraphs X.1., X.2. and X.3. at a
price in cash and/or in kind as may be mutually agreed upon.
To this end, when EGPC has decided such a development,
EGPC will meet with CONTRACTOR, or one or more of the
CONTRACTOR’S Member Companies in order to reach
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such a Domestic Gas Supply Agreement. Absent such agreem
ent neither CONTRACTOR nor any CONTRACTOR’:
Member Company shall have any obligation to produce,
process, or distribute any such Gas.

ARTICLE X1

COMPENSATION FOR THE EXPLORATION:
EXPENDITURES

1. In the event that at the end of the Assessment Pericd CONT-
RACTOR has not discovered Gas Reserves 1n excess of seven
(7) billion S.C.M. in the Area, CONTRACTOR shall be
bound to surrender its entire Area to EGPC, excluding any
parts of said Area to be retained pursuant to paragraph VI.2.
(a), with no further obligations on the part of the (%)N TRACT-

OR to EGPC, or vice versa, with respect to such fras Reserves.

2. Provided that at the end of the Assessment Period GON-
TRACTOR has discovered Gas Reserves in excess of seven
(7) billion S.C.M. of Gas in the Area, then CONTRACTOR

shall be repaid as hereinafter provided :

a) In the event CONTRACTOR elects to surrender all its
assessed (Gas Reserves to EGPC at the end of the Asses-
sment Period or on July 15th, 1987, as the case may be,
the provisions of paragraphs XI.3. and XI.5. shall apply,
subject to such Gas Reserves being attested to by an inde-
pendent internationally recognized petroleum reservoir
engineering firm mutuallv agreed upon by EGPC and
CONTRACTOR. The Repayment Date shall be the
date on which such Gas Reserves are surrendered and pay-
ment shall be made pursuant to paragraph XI.5. ;

b) In the event CONTRACTOR elects not to surrender
all its assessed Gas Reserves, due to there being a possibil-
ity of achieving a Gas Export Project pursuant to Article
I1X, then, not later than ninety (90) days before July
15th, 1987, CONTRACTOR shall submit to EGPC :a
written statement (hereinafter called the “Gas Reserves
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Notice”) which shall state the estimated Gas Reser
which lie within the Arca. Such Gas Reserves shall -
attested to by an independcnt internationally recogniz
pctroleum  reservolr engineering firm mutually agre:

upon by EGPC and CONTRACTOR ; 3V%.

Not later than six (6) months from the above deadline
the submission of the Gas Reserves Notice, EGPC sha
serve upon CONTRACTOR a written notice (heren
after referred to as “First Gas Reserves Election Notice™
which shall contain the following information and elect
1015

-y
L
25

!

i7)

1t)

The total amount of the estimatgd Gas Reserve:
found in all of the ARE as of a date ds near as possiblc
to the date of the First Gas Reserves Election Notice.
Such amount, to be attested to by a mutually agreec
upon independent internationally recognized petrol-
eum reservoir engineering firm(s), shall be divided o
two categories ©

— EGPC’s Gas Reserves, as updated ; and

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

Category Gas Reserves”) ;

The total contribution of Gas which EGPC estimated
will be required in order to supply the domestic
requirements of the ARE from the Second Category
Gas Reserves ; and

The percentage of the total amount of Gas Reserves
found in the Area which EGPC desires to set aside
for exclusive use to supplv the domestic market
of the ARE ; such percentage, to be hereinaiter

referred to as the “Domestic Allocation Percentage’,

shall not exceed the ratio that the total coatribution
of Gas under 1ii) above bears to the Second Cate-
cory (Gas Reserves times onc hundred (100; ;
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d) If CONTRACTOR is chigible for compensation under
this paragraph X1.2., it shall have the option, to he ex-
creised within ninety (90) days from the date of Ieceipt
of EGPC’s First Gas Reserves Election Notice, eitfér to
proceed 1nto the Gas Export Project Feasibility Study
Period provided for in Article IX, in which event the
provisions of paragraph XI.4. shall apply, or to surrender
all the Gas Reserves and the Area to EGPC, excluding
any parts of said Area to be retained, pursuant to parag-
raph VI.2. (a), in which event the provisigsl,\!of parag-
raph XI.3. shall apply. On the basis of CANTRACT-
OR’s option, and Other Contractors’ options relevant to
the same matter, EGPC shall update i writing its First
Gas Reserves Flection Notice by a new notice (hereinafter
ediled “Second Gas Reserves Election No 1ce”’) to be given

within thirty (30) days from the deadline set forth herein-
above for the CONTRACTOR’s option ; and

e) In the event EGPC’S (Gas Reserves and or Second

Category Gas Reserves are subsequently changed for any
reason, then the Domestic Allocation Percentage shall be
recalculated. For this purpose :

1) Nimety (90) days before the end of each year during
the Gas Export Project Feasibility Study Period,
CONTRACTOR shall give notice to EGPC of any

change which has occured to its Gas Reserves , and

12) At the end of each vear during the Gas Export Pro-
ject Feasibility Study Period, EGPC shall give written
notice to CONTRACTOR of any change which has
occured to both categories of Gas Reserves.
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/) If CONTRACTOR clects or is required to surrender all

its Gas Reserves as a consequencc of the amount of 1ts
required contribution to the National Gas Reserves, then
CONTRACTOR shall maintain a right to the, export
of Gas for six (6) years after the date of said total surfender,
provided that, at the time of surrender, CONTRACTOR
notifies EGPC of its election to retain the right t$*éxport
Gas. Following such notification, EGPC shall, from trme
to time or within ninety (90) days from CONTRACTOR’s
request, in writing to CONTRACTOR, update the 1m-
formation required therefore.

Such right to export gas :

)

i)

jif

corresponding to the share of COYTRACTOR’s
Gas Reserves exceeding the Domedic Allocation
Percentage Share updated on the basis of all Gas
Reserves then assessed in the ARE ;

shall have as its object an amount ogGas Reserves

shall be exercisable if new discoveries and assessments
of Gas Reserves made in the ARE during the six (6)
vears following CONTRACTOR’s surrender, are

such as to show that a gas export project might be
feasible ;

shall be implemented by restoring, whenever reason-
ably possible, CONTRACTOR’s rights, duties and
obligations as to Gas fields or portions thereof still
to he developed within the Area ; or otherwise by
turning at mutually agreeable conditions to CONT-
RACTOR a share of available Gas Reserves prefer-
ably coming from the Area or otherwise also from
outside the Area. It being understood that in any
case the pertinent provisions of this Agreement shall

continue to apply to CONTRACTOR upon exer-
cise of 1ts right to export.

The exercise of the right to export Gas shall be then
subject to reimbursement in cash in one payment,
by CONTRACTOR of the part cf the compen-
sation corresponding to the reserves so transterred,
bearing an interest starting from the date of payment
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by EGPC of each instalment until the date of receipt
from CONTRACTOR of all such amounts. The

rate of such interest shall be calculated as provided for
-1 Article X1.3. (b).

3. In the event all the Gas Reserves found by CON’I’RAC?I’OR
are surrendered to EGPC pursuant to paragraph XIL,J. (a)

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

¢) All E, Exploration Expenditures times the ratio, herein-
after called “K”, between the Gas Reserves discovered
In the Area (expressed in billion >.C.M.) and seventy,
(70) billion 8.C.M. The value of K, in order to effect
the above multiplication, will be containedfwithin two
limits, the lower being one (1) and the uppdy, being two

(2) ;

b) The interest on E, Exploration Expenditures shall he
calculated as follows : during the Exploration Phases

the Expenses shall be stated on a quarterly basis and
¢ach such quarterly stated expenses shall bear simple inter-
est, from the end of the relevant quarter until the Repay-
- ment Date, at a rate equal to the average of all of the three
(3) month notice LIBOR mean rates applicable on the last
day of each quarter, such average to be calculated for the
period from the first quarter of E, kxploration Expendi-
tures until the quarter of the Repayment Date ; ‘and

c)  Should K exceed the upper hmit, then the E, Explora-
tion Expenditures incurred under the CONCESSION
AGREEMENT, as amended, which expenses are not
included in E, Exploration Expenditures, shall be added
to the sums calculated as per paragraph XI.3. (a) and
(b), to the extent allowed by the difference between KE,
(K) being unlimited and the value of 2 x E_; which

difference in no case shall exceed E,.
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4. la the event CONTRACTOR elects te cnter mnto the Gas
Export Project Feasibility Study Period, pursuant to paragraph
XI.2. (b), then EGPC agrees to pav CONTRACTOR the
Domestic Allocation Percentage (as sct forth in the Sccond Gas
Reserves Election Notice) of the {ullowing sum : f

a) Y, Exploration Expenditures, plus the Inter estpon k.
Pzp]matmn Expenditures as set forth in paragraph X1.3

(b) ;

by Should K exceed one (1), then the I, Exploration Ex-
penditures shall be added to the sum calculated as per
paragraph X[.4. (a) to the extent allowed by the differ-
ence between KE (K being unlimited ) ‘nd I, which
difference in no case shall exceed E,.

The repayment Date shall be the date of the Second Gas
Reserves Election Notice, and paymnient shall be made pursuant
to paragraph XI. 5.

5. T'he repayment according to paragraph XI.3. or XI.4. shall
be effected by EGPC either in U.S. Dollars or, if -available for
export, In Crude Oil at CONTRACTOR’s option and by
mutual agreement in equal quarterly instalments (due at the
end of each quarter) over a period of time not exceeding four
(4) years. To each instalment so due shall be added interest
computed m the manner provided in paragraph XI.3. (b) of
the outstanding balance not paid, i1t being understood that
the average of the apphlicable interest rate is calculated over

the period from the Repayment Date to the date the instal-
ment 15 due.

6  In the case of partial surrender of Gas Reserves covered by
paragraph XI.4. the difference between the sum calculated
according to paragraph XI.” 3. and the sum calculated and
paid according to paragraph XI.4. shall be paid by EGPC
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7.

in the same manner as provided for under paragraph Al.3.
if and when, during the Gas Export Project Feasibility Study
Period, CONTRACTOR surrenders the balance of the Gas
Reserves to EGPC. The Repayment Date shall be the date

of such surrender. The repayment sum shall :

(a) Not bear any interest, if the surrender of the G’as Re-
serves retained by the CONTRACTOR 1s effeoz:ed not-
withstanding the evidence of a viable Gas Eaport Pro-

ject ; or

() Bear sumple interest for the period starting from the end
of the seventh vear from the Commencement Date to the
date of surrender but for no longer than five (5) years,
if, due to the lack of necessary conditionggand notwith-
standing the diligence of the CONTRAC@R, a viable
Gas Export Project was not achievable during the Gas
Export Project Feasibility Study Period. Such interest
shall be the average of all of the three-month notice
LIBOR mean rates applicable on the last day of each
quarter in said period and shall apply to the difference
referred to in this paragraph XI.6. excluding any in-
terest amount being part of such difference.

If no further surrenders are effected because a Gas Export
Project has been achieved, the CONTRACTOR shall then

recover through Gas production the portion of £, Exploration
Expenditures and the percentage of E, Exploration Expendi-

tures which are not repaid by EGPC through the above

method of repayment.

In the event the Domestic Allocation Percentage 15 recalcula-
ted during the Gas Export Project Feasibility Study Permd
appropriate adjustments shall be made in respect of any pay-

ment under paragraph XI.4.
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9. Any and all payments made by EGPC to the CONTRACTOR
under the provisions of this Article XI, whether in U.5. Doliars
or in Crude Qil shall be exempt from the payment of ARE
taxes, whether income, gross profits, or otherwise.

by

10. If at the time the amount of payment [or Gas by EGPC under
this Article XTI is determined CONTRACTOR has already
recovered some or all of its Exploration Expenditures from
Crude Oil production as provided in Article VII of the
CONCESSION AGREEMENT, the amount payable for

Gas pursuant to this Article X1, adjusted to avoid accrual of

interest on costs after their recovery, shall bg reduced by an
amount equal to the recovery from Grude&)ﬂ. If in any
calendar quarter during payment for Gas By EGPC under
this Article XI CONTRACTOR is also entitled to recover
Exploration Expenditures from Crude Oil production, EGPC
shall pay for Gas during such quarter only the amount, 1f any,
as the scheduled payment for Gas may be in excess of the
cost recovery realized from Crude Oil production.

ARTICLE XII

GAS EXPORT PROJECT

1he Gas Export Project means all the facilities and operations

necessary to produce Gas from the Area, together with Gas from
other concession areas, as the case may be, and to collect, transport,
process, store and deliver for export such Gas in a liquid form, Gas
Products and / or Gas Derivatives.

I  EXPORT PLAN
EGPCG and CONTRACTOR acknowledge that

(a) The contribution of Gas required by the ARE for the
National Gas Reserves, would cause the Gas available fior

export to be allocated amongst the various Producers,

aftfording each a reduced quantity of Gas available fo-
export ; and
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(§) Tt is of mutual interest to achieve after satislying the Nat-

ional Gas Reserves the export of all the Gas available 1n
ARE for export through common Downstrgam Faci-
lities 1n order to

i) implement economy of scale by constructing and op-
erating common Downstream Facilities, namely tho-

se facilittes between each concession Gas Delrvery
Point and the common Export Point ;

;i) provide the necessary flexibility for each Producer’s
Gas production in order to ensure a steady and relia-

ble supply of Gas to the Downsig#am Facihities to
enchance the operating efficiencly throuhgout the

 life of the Gas Export Project.

(¢) Each Member Company participating in the Gas Export

Project shall have the right to take and freely dispose of
an amount of LNG, Gas Rroducts and/or Gas Deriv-
atives consistent with the concession agreement to which
it is a party, in proportion to its share of the Gas production,
which is delivered to the Downstream Facilities.

‘Each Early Producer willing to participate in an export
project excluding EGPC shall construct and finance or

cause to be constructed and fimanced the Downstream
Facilities in the same proportion that its - Gas Reserves
dedicated to the Gas Export Project bear to the total Gas

Reserves dedicated to such Project, the relevant expend-
itures being treated in accordance with the relevant

provisions set forth in its CONCESSION AGREEMENT.
The operating expenses of the Downstream Facilities shall
be allocated to each Early Producers Contractor in the
same proportion that the current Gas deliveries from 1ts
concession area bears to the total Gas dehiveries.

Notwithstanding the foregoing, in the event EGPC 1s par-

()

ticipating in such Export Project by any amount of (as
produced from any area than the Area ,EGPG shall bear
its share in the finance of such Export Project.

To ensure equity among the Member Companies each
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company rights and obligations (such as investment share,
Operating Expense Share and the right to take product)
in so far as they are determined by committed reserves and
contributed production, shall by subject to suitable adjus-
tment for Gas qualitv. It being understood that the gua-
hty of Gas delivered to the Downstream Faciliitéf will con-
form to specifications established by the Member Compa-
nics participating in the Downstream Facility.

IMPLEMENTATION OF THE GAS PROJECT

If only gas Reserves from the Area are considered in the Gas
Export Project Feasibility Study, then both the Gas Deve-
lopment and the Downstream Facilities andgthe relevant ope-
rations shall be carried out by NALEPCK under the terms
of the CONCESSION AGREEMENT, aswmended. In case
the Gas Export Project Feasibility Study is carried out in
association with other Contractors pursuant to Article IX
and made available to LGPC during the Gas Export Project
Feasibility Study Period, all the Member Companies involved
and willing to participate 1n the Gas Export Project shall
appoint a Gas Export Project Co-ordination Committee
aimed at reaching following fundamental targets

(a) The formation of a Downstrcam Facilities Joint Operat-
ing Company [ JOCQO) which shall take care of the desi-
gning, construction and operations of the common Down-
stream Facilities. Such Operating Company shall deli-
ver to each Producer all of its share of Gas, Gas Products
and/or Gas Derivatives from the Downstream Facilities
at the Export Point. Such Company, if formed, shall be
constituted, owned and operated in accordance with the
principles set forth in Annex “2” of this AMENDMENT.

The techmical expertise and co-ordination necessary for
. the achievement of the Downstream Facilities shall be
made available by the mvolved Member Companies.

For this pufpose the Gas Export Pf'oject Co—;c)rdjnation Co-
‘mmittec shall appoint as Technical Leader a Member
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Company or a group of Member Companies each with a
specific task. Such appointment (s) will be based on
the tollowing principles : |

1) volume of the Gas Reserves contributed bY*ﬂ}E appo-
inted Technical Leader :

i) 1ts qualification to act as Technical Leader.

T'he Technical Leader will provide, under the direct
supervision and control of the Board of JOCO, the neces-
sary designing, engineering and construction of the Down-

stream Facilities, together with a detailed #conomic study
ot the Gas Export Project. The Technidal Leader shall

be paid by the Joint Operating Company at cost plus a
reasonable fee for its performance.

(b)) Notwithstanding paragraph XII.2. (a) above, the Gas
kixport Project Coordination Committee will review al-
ternative forms for the organization of the Downstream
Facilities which may include any co-operative arrange-
ments. Other than those stipulated in the concession
agreements.In this context the Committee’s terms of
reference shall be :

) Establishing the comparative economics and organiz-
ation including the determination of the best method
ol financing the Downstream Facilities, for the alter-
native forms of coperative arrangements.

i) Examining the laws of the ARE and all other laws app-
licable to the contractors to determine the legal impli-
cations of any alternative arrangements examined.

ut)Following ¢) and #) above to report findings to the
participating contractors and EGPC in order that
they may cousider any viable alternative to JOCO.
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- commercial production profile over a m

Following the presentation of the report, if contractors
wish to pursue an alternative form of co-operative arran-
gements for the Downstream Facilities, other than JOCO,
the contractors will seek the approval of EGPCt Should
the approval be obtained the contractors will direct the

Committee to proceed to implement the agmd org-
anization.

Obtaiming all Governmental assistance to facilitate 1m-
plementation of the Gas Export Project, including  the ob-
taining of all the necessary permits for the construction of
the Downstream Facilities in the ARE.

mum period ol

‘Establishing the overall Gas develﬂpmerg p]an and the
]

twenty (20) years.

Firm commitments .of willing contractors to develop the
respective Gas Reserves available for export and to supply

Gas, under spectiic provisions, to the Downstream Iaci-

- lhities. For this purpose a Residue Gas Supply Agreem-

ent for each concession area shall be made and entered
into-by- and between EGPC and the relevant centractor
as one, party and the Joint Operating Company (JOCO),
‘or any other co-operative arrangement as the case may
be, as the other party.

The determination that the necessary financing of the
Downstream Facilities 15 available.

‘The necessary warranties from the ARE Government as
requested by the importing company (ies) its (their) gov-
ernments and the financial institutions concerning the
dedication of adequate Gas Reserves and the continuity
of Gas Supply to the Gas Export Project.

The above fundamental targets, being pre-requisites

~ for the achievement of the Gas Export Project, are hereina-

fter called “Essential Requirements”. A Target Date
for the fullilment of such Essential Requirements shall be

established by the Gas Export Project Co-ordination Co-
mmittee.
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NON-WILLING CONTRACTOR

After the presentation of the Gas Export Project Feasibility
Study and at least eighteen (18) months before the Tayget Date
set forth for the Essential Requirements, any contragtor nvol-
ved in the Gas Export Project may give written notickSto EGPC
and to the other willing contractors of its decision not to devel-
lop its Gas Reserves available for export, thus refusing to supply
Gas to the Downstream Facilities. In such event, said Gas
Reserves shall be deemed surrendered to EGPC and added
to EGPC Gas Reserves for the purpose of re-assessing the Do-
mestic Allocation Percentage to be contributgby the willing
contractors to the National Gas Reserves. HoWwever, at EGPC
option, to be exercised within sixty (60) days from the non-

willing contractor written notice, the non-willing contractor
Gas Reserves available for export and be contributed to the Gas
Export Project by EGPC or one of its affiliates which in such
cvent shall develop such Gas Reserves and participate in the
Downstream Facilities as contractor (ARE Contractor) by
assuming all the rights and obligations connected therewith,
unless otherwise herein provided.

LATE PRODUCER

In case additional Gas Reserves are made available for export
from concession areas other than the Early Producer’s after the
achievement of the Essential Requirements, then such addit-
1onal Gas Reserves shall be collected, processed and exported
through JOCQO, or any other co-operative orrangements, as
the case may be, provided that Initial Commercial Production
ol Gas 15 not delayed and that enough spare capacity 1s avai-
lable or capacity revampmg is economically achievable.

In the event of no spare capacity, the Early Producers shall iny-

estigate the posmblhty of additional capacity in the Gas Export -
Project.
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After negociation of an appropriate level of financial contri-
bution with Early Producers, the late Producer shall be allowed
to participate in the Gas Export Project, with all the
rights and obligations attached, provided always that the inte-

ority of the overall Gas Export Project 1s not jeopardize_'d.
54

ARTICLE XIIl1 ¥ 5

PRODUCTION OPERATIONS AFTER COMMERCIAL

DISCOVERY

Upon a Commercial Gas Discovery, EGPC and CONTRAL-
TOR shall form, if not previously formed, in the ARE an ope-
rating company, NALEPCO,. pursuant to Article VI of the

CONCESSION AGREEMENT, to carry out igas Develop-
ment and Downstream Facilities and operationsyor only Gas

Development as the case may be.

If both Crude Oil and Gas Production are achieved irom the
Area, the opcrating company, namely NALEPCO shall keep
separate accounts in oider to let LEGPC and CONTRAGLIOR
fulfil thier rights and obligations under the CONCESSION
AGREEMENT, as amecnded

RECOVERY OF COSTS AND EXPENSES AND PRODUCTION

CHARING
In case CONTRACTOR carries out an individual Gas Lxport

Project from through which only the available Gas Reserves are
produced and exported, from the Area or in case common Downstre-
am Facilitics arc provided for by a group ol contractors, pursuant to
paragraph XIL.2. (a), the provisions ol the present Article shall
apply to Gas.

() Cost Recovery Gas

(1) Subject to the auditing provision under the CONCLS-

SION AGREEMENT CONTRACTOR shall be cnti-
ed to recover its costs and expenses relating to  all Explo-
ration, Gas Devclopment and Downstream. Facilities
io the cxtent of, and out of, filty percent (50%,) per -an-
num, of all Gas, (namely, LNG, Leasc Condensate, Gas

Products, and / or Gas Derivatives) produced and saved
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from all Gas Development Leases hereunder and no
used 'in petroleum operations (hereinafter called cos
Recovery Gas). Up to an additional ten percent (109
per annum, that 15 to say a maximum of sixty percent
(60%) per annum of said Gas, can be used by CO?E;RA-
CTOR to recover costs and expenses by giving thirty (30)
days’ written notice to that effect prior to the beginning
of the relevant production year. This additional per-
centage per annum may be obtained by CONTRACTOR
on condition that, over the entire twelve (12) year period
following the Imitial Commercial Production of Gas, the
share of said Gas utilized for the recovery of costs and
expenses does not exceed fifty percent (50%g# of the total
Gas produced and saved during said twelye (12) vyear
period. |

—ar

For all Exploration, Gas Development and Gas produc-
tion hereunder, such costs and expenses shall be recovered
trom Cost Recovery Gas in the following maunner :

i) All the Gas Operating Expenses incurred and paid
after the Initial Commercial Production of Gas, which
for the purpose of this Agreement shall mean the
date on which the first regular supply of LNG, Lease
Condensate, Gas Products and / or Gas Derivatives is
delivered at the Export Point shall be recovered ei-
ther in the Tax Year in which such costs and expenses
are incurred and paid or the Tax Year in which
Initial Commercial Production of Gas occurs,
whichever is later date. Such Gas Operating Exp-
enses shall include fifty percent (509%,) of all interest
paid by CONTRACTOR after the beginning of
Initial  Commercial Production %of Gas for the
financing of Downstream Facilities. In case of
simultaneous  production of Crude Oil and Gas,
the mdirect and general expenses shall be shared

: R
between the Gas and Crude Oil production in
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proportion to the amount of the Operating Exp-
enses directly attributable to Crude Oil and Gas
production.

it} Recoverable Exploration Expenditures Jncluding
those accumulated prior to the Initial Ctmmercial
Production of Gas, shall be recoverable at the rate
of twenty percent (20 %) per annum starting either in
the Tax Year in which such expenditures are Inc-
urred and paid or the Tax Year in which Initial

Commercial Production commences, whichever 1s
later date.

;i) Gas Development Expenditures, inclgding those accu-
mulated prior to the Initial Commeé}cial Production
of Gas shall be recoverable at the rate of twenty
percent (20 %) per annum starting in the Tax Year
in which such expenditures are incurred and paid
or the Tax Year in which Initial Commercial Pro-
duction of Gas commences, whichever is later date.

iv) To the extent that, in a Tax Year, costs, expenses
or expenditures recoverable per paragraphs 1), 1)
and 1ii) preceding exceed the value of all Cost
Recovery Gas for such Tax Year, the excess shall be
carried forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but in no
case after the termination of the agreement, as to

CONTRACTOR.

) For the purpose of determining the classiication
of applicable costs, expenses, and expenditures for
their recovery, the following terms shall apply :

1. Recoverable Exploration Expenditures shall
mean all costs and expenses incurred and paid in
relation to the Exploration operations (including
those accumulated prior to the Imtial Commer-
cial Production of Gas), to the Extent they are

still recoverable by CONTRACTOR pursuant
to Article XI.
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2.

Gas Development Expenditures shall mean all
costs and expenses mmcurred and paid in relation
to Gas Development and to the Downstream
Facilities, as allocated to CONTRACTOR,
with the exception of the Operating Fgpenses.
Gas Development Fxpenditures shall*¥mclude
fifty percent (50 %) of all interest paid by
CONTRACTOR prior to the Initial Gommercial
Production of Gas for the financing of the Down-
stream Facilitzes.

Such 1nterest shall be accumulated up to such
date and recovered as Gas Deve]opment Ix-
penditures ;

and %

Gas Operating Expenses shall mean all costs and
expenses incurred and paid after the Iniual
Commercial Production of Gas for Gas produc-
tion and Downstream Facilities operations as

allocated to CONTRACTOR which are not

normally depreciable.

Gas Operating Expenses shall include work-
overs, repair and maintenance of assets.

m) It 1s understood and agreed upon that the recovery of
costs and expenses as based upon the rates referred
above shall be allocated to each quarter proportion-
ately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one
quarter, as thus allocated, shall be carrmed forward
for recovery in the next quarter.

CONTRACTOR shall each year take and separately
dispose of all Cost Recovery Gas, plus its share of the
balance of the Gas as stipulated in paragraph (b) below
of this Article XIV. To the extent that the value of the
Cost' Recovery Gas (as determined in sub-paragraph {c)
(1) below) exceeds the actual recoverable costs and ex-
penditures, Including any carry forward from sub-par-
agraph (a) (1) v} above, to be recovered in that year, the
value of such Excess Cost Recovery Gas actually taken and

»
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separately disposed of by CONTRACTOR shall be pa
by CONTRACTOR to EGPC in the manner <et for

in Article I'V of the Accounting Procedure of the CONC!
SSION AGREEMENT and CONTRACTOR shall |

deemed to have purchased such Excess CostRecovery Ga
by "

.:"'!

Production Sharing

The remaining percentage of Gas, namely of the LNG, Leas.
Condensate, Gas Products and/or Gas Derivatives shall b

taken and disposed of separately by EGPC and CONTRACQCT.
OR acco.ding to the following pmporti(ﬂ :

¥
water depth under mean sea level

at the main producing platform

' shallower than 100 m ; deeper than 100 m

— ] [
| |

Production rate in the Area EGPC CONT- EGPC CONT-
-annual average) million cubic share | RACTOR |  share RACTOR
meters per day % share % share
| 7o

hare up to ten (10) 675 32.5 65 35
share in excess of ten (10} and |

up to twenty (20) 70 - 30 67.5 32.5
share m excess of twenty (20)

and up to thirty (30) 72.5 27.5 70 30
hare in excess of thirty (30) 7525 72.5 | 27.5

for the purposes of determining the value of the quantity

of Cost Recovery Gas to which CONTRACTOR is entit-
led hereunder during each calendar semester, the best
obtamable price realized in freely convertible currency
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rom F.O.B. point of export sales by either EGPC or
CONTRACTOR under all long-term sale contracts
currently in effect for LNG, Lease Condensgtes, Gas
Products and/or Gas Derivatives, as the case may ,]Jej shall
ne retained, b

Lhe approval on the terms and conditions of sales contract
by EGPC shall be deemed as approval of price.

2. GCONTRACTOR, upon EGPC request, shall sell EGPC’s
share of LNG, Lease Condensate, Gas Products and/or
Gas Derivatives with the same principles gs provided for
in the above sub-paragraph, at the best posgble price un-
der long-term sale contracts for periods of at least five (5)
consecutive years, and shall pay to EGPC an amount
representative of the proceed of such sales less a reasonable
pereentage  representing  marketing fees and expenses,
which shall be mutually agreed.

NALEPCO shall prepare (not less than ninety (90) days prior
to the beginning of each calendar semester following regular
production) ahd furnish in writing to CONTRACTOR and
EGPC a forecast setting out the total quantity of Gas that
NALEPCO estimates can be produced, saved and transported
hereunder during such calendar semester in accordance with
good gas industry practices. NALEPCO shall endeavour to
produce each calendar semester the forecast quantity. The

Gas shall be metered or otherwise measured for royality, and
the other purposes required by the CONCESSION AGREE.-
MENT, as amended, according to Government regulations.

CONTRACTOR shall have the right and the obligation to
separate take and dispose of for export of currently all of the
LNG, Lease Condensate, Gas Products andfor Gas Denvativ-
es to which it is entitled as is determined in accordance with
paragraphs (a) and (b) of this Article. Subject to payment

e ——
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of sums due to EGPC under the present Article XIV (a) (2) and
the Article VIIT of the CONCESSION AGREEMEN'T, CON-
TRACTOR shall have the right to retain abroad all funds
acquired by it abroad including the proceeds from the salk of

1ts share of LNG, Lease Condensate, Gas Products and/o,Gas
Derivatives exported.

At a reasonable time prior to the Initial Commercial Product-
ion EGPC and CONTRACTOR shall meet and agree upon

a procedure for scheduling tanker hifting from the agreed upon
pomnt of export, so as to prevent curtailment of groduction.

.'u..,

ARTICLE XV

DOWNSTREAM FACILITIES

In order to obtain necessary financing for the construction of
Downstream Facilities, the Parties hereto agree as follows:

(@, LEGPC shall obtain its share of the LNG, Gas Products and/
or Gas Derivatives at the outlet of the Downstream Facilities
¢n the understanding that all Gas produced under this CON-
CESSION AGREEMENT, except for Gas required for inter-
nal use for operations and further except for Gas surrendered
or dedicated to EGPC under the provisions of Article VIII
lerein, shall be committed to such Gas Downstream Facili-
nes including any royalties the Government elects to take in
kind. CONTRACTOR or CONTRACTOR’s Member
Company (ies), as the case may be, shall indemnify- and keep
harmless EGPC from any action or procedure against the share
of Gas in the Downstream Facilities to which EGPC will be

entitled a* any given time.
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(6) The Downstream Facilities shall be owned by GONTRAGIOK

and Member Company (ies) ; however, such ownership shall
be gradually transferred to EGPC as the relevant costs are
recovered according to Paragraph XIV (a) heremn. 'Lhe entire
ownership of the Downstream Facilities shall be automatically
and wholly transferred to EGPC either upon full reghvery of
the relevant costs by CONTRACTOR and Member Com-
pany (les) in accordance with Paragraph XIV (a) herein, or
upon the expiration of the CONCESSION AGREEMENT
as amended, or when the field (s) is no longer capable of
production for export outside the ARE, whichever is earlier

ARTICLE XVI
GAS RECYCLING PROJECT

1. In case CONTRACTOR, after having f{fulfilied 1ts contribut-

ion to the National Gas Reserves, considers a Gas recycling
project (namely the production of Natural Gas Liquids from:
one or more gas reservoirs, by recycling the reservoir gas, and
the export of such Natural Gas Liquids from the ARE) feas:-
ble, CONTRACTOR shall have the right to undertake such

Gas recycling project by giving written notice of its decision to
EGPC at any time during the Gas Export Project Feasibility
Study Period, provided that :

(&) The volume of the Gas Reserves discovered in each CON-
TRACTOR’s field shall be assessed and certified by evi-
dencing the amount of Natural Gas Liquids which forms

part of such volume. The remainder is hereinafter called
Lean Gas.

(6) Any Gas recycling project shall not involve those portions
of Natural Gas Liquids included in the Gas Reserves alr-
 eady surrendered to EGPC for the National Gas Reserves
unless otherwise agreed with EGPGC ; i such a case speci-

fic arrangements shall be entered into between UGPC
and CONTRACTOR.
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(¢) Upon CONTRACTOR’s written notice to go ahead with
a Gas recycling project, CONTRACTOR shall have the

obhgation to establish commercial productiod of Natural
Gas Liquids whithin six (6) years from the YRate of such
notice. A twenty (20) vear Gas Development ILease
shall automatically come into existence, starting from the
date of said notice, to the benefit of CONTRACTOR.

This twentf’ (20) year period may be renewed for an
additional period of ten (10) years at the option of

CONTRACTOR upon six (6) montﬂs prior written
notice to LGPC. H,

(d) The provisions for Gas of Article XIV of this Amendment
of the CONCESSION AGREEMENT shall govern the
cxport, title and value assessment of the Natural. Gas
Liquids obtained from the Gas recycling project. All
the recoverable costs and cxpenses shall be those recovera-
ble for Gas according to sub-paragraph XIV (a) of this

Amendment and Annex “E” of the CONCESSION AG-
REEMENT.

ARTICLE XVII
DOCUMENT PRIORITY

The provisions of this SECOND AMENDATORY AGREE-
MENT shall supersede any conflicting provisions of the CONCES-
SION AGREEMENT to the extent, and only to the extent, of the

Except as, and to the extent, conflict may be resolved as
provided in this Article XVII, all provisions of the CONCESSION
AGREEMENT shall remain in fyll force and effect to the extent

provided in the CONCESSION AGREEMENT, unamended by
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ARTICLE XVIII
'SPECIFIC AMENDMENTS TO CONCESSION AGREEMENT

The CONCESSION AGREEMENT is specifically ahended
as follows. ‘

i, CGancel Paragraph I (b) and rewrite as follows .

(b) “Oil Development” or “Development’. Shall
with respect to oil include, but not be limited to, all
the operations and activities pursuant to approved

Work Programs and Budgets under this Agreement
with respect to

1) the drilling, plugging, deepenig‘g, side track-
ing, redrilling, completing, eqtlipping of De-
velopment wells, the changing of status of

a well from o1l well to water well and vice
versa and

i) design, engineering, construction, installat-
lon, servicing and maintenance of equipment,
lines, systems, facilities, plants and related
operations to produce and operate said De-
velopment wells, taking saving, ‘ treating, hand-
ling, storing, flaring, transporting and deliver-
ing Crude Oil for export and to undertake

repressuring and other secondary.or tertiary
recovery projects, and

1) transportation, storage and any other works
and activities necessary or ancillary to the
activities specified in i) and ii).

Delete Paragraphs I (d), I (e), I (g), I (k), T (1).

3. Amend Paragraph III (d) by substituting for the term ““Petrol-
eum” the words ,,Crude Qil”. .

4. Amend the first sentence of Paragraph III (f) to read as follows ;
“CONTRACTOR shall bear and pay all the costs and ex-

penses required in carrying out all the operations under this
Agreement, as-amended, but such costs and expenses shall not -
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include financing fees and charges or interest on investment,
except as otherwise expressly provided.

The Paragraph III (g) is amended as tollows :

CONTRACTOR shall be subject to the laws in force from
time to time of the A.R.E. and the political sub-division there-
of which impose taxes on or measured by income or g’s@ﬁts,
including those laws imposing the commercial and industrial
profits tax, municipal tax,defense tax and national security
tax on income and dividends paid with respect to sharehold-
ers (hereinafter referred to as A.R.E. Income Taxes),and, except
as otherwise provided in the Agreement, shall comply with the
requirements of such laws with respect to the filin®® of returns,
the assessment of tax and the keeping for review l’:;ﬁ authorized
persons of books and records. For these purposes, any A.R.E.
Income Taxes for which CONTRACTOR’s shareho!ders
may be liable shall be deemed to be a tax levied against GONT-
RACTOR, EGPC’s share of the Crude Oil determined under
Article VII of the CONCESSION AGREEMENT and
EGPC’s share of the Gas as determined under Article XIV
of this Amendment shall include an amount equal in value,
to all of CONTRACTOR’s AR.E. Income Taxes.

. Amend Paragraph III (g) (2) by adding at the end of the sent-

ence ‘‘and of the Gas”.

Amend Articles XI, XTI, XIIT (a), XVII and XXIV 1o add

a reference to JOCO, or any other co-operative arrangements

- 1n parallel with each reference to NALEPCO.

Add the following paragraph at the end of Article XI :

k) EGPC, CONTRACTOR, Member Company (ies).
Operating Company (ies) and their contractors and
sub-contractors engaged in this Agreement, for the pur-
poses of this Article XI and without prejudice to the limits
and restrictions laid down in paragraphs (a) and (b)
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above, shall be exempted from law No 133 of 1981 pro
mulgating the law on consumption tax as now or here-
after amended or substituted by any subsequent laws.

9. C(Cancel Article XXVI.

ARTICLE XIX

CONDITIONS PRECEDENT TO SECOND AMENDATORY
AGREEMENT

Lhis SECOND AMENDATORY AGREEMENT shall be

subject to the issuance of a law by the competentauthorities of the
ARE authorizing the Minister of Petroleum to s§ said AMEND-
ATORY AGREEMENT and giving this AMEWNDATORY AG-
REEMENT in the manner hereinabove set forth, the full force and

effect of law notwithstanding any countervailing governmental
cnactement,

and this AMENDATORY
AGREEMENT is signed by the Government, EGPC, ELF aund BP.

In witness whereof, the Parties have caused this AMENDAT-
ORY AGREEMENT to be duly executed by their authorized

representatives as of the date and year first written above.

THE ARAB REPUBLIC OF EGYPT
BY : _ _

THE EGYPTIAN GENERAI PETROLEUAM CORPORATION
BY

"

ELF AQUITAINE EGYPTE
BY . _

BP PETROLEUM DEVELOPMENT LIMITED
By «
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DESCRIPTION OF THE AREA (Ref. Article 111)

ANNEX <17

mﬂ_—“‘_ﬂ*"

Point No. Lati’[iJUdG
1 310 12
2 31° 18’
3 3te 18’
4 3f° 24°
5 310 24°
6 3l° 27’
7 3le 27
8 3te 33
9 31° 33

10 31° 39’
11 31° 39°
12 31° 42’
13 31° 42
14 31° 39’
15 31° 39
lo 31° 36

Longitude

E

29° 39°
29° 39’
29° 47°
29° 42°
29° 48°
29° 48°
29° 54°
29° 54°
29° 48’
29° 48°
29° 42
29° 4
29¢ 51I°
29° 517
29° 34°

29° 54°

i

I
4
I

17
18

19

_.25
26
27
23
29
30
31

32

B
e 39

31° 39°

31° 367
31° 42

fyo 42°

31° 30°
310 30°
31° 33’
3i° 33°
31° 27
31° 27
31° 24°
31° 24°
31° 18’
3i° 18°

31 °12°

I

PointNo.! Latitude ,

N by~

ds Tl il B el

E

Longitude

30¢ 00’
30° OO
30° 03°
30° 03°
30° 12°
30° 12°
30° 06’
30° 06’
30° 0O’
30° 007
30° 06°
30° 06’
30° 00’
30° 00’
29° 54°

29° 54°

-———-—————————____;__________________________________________*__;_____________

To the point of the begining
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ANNEX 17 T el

SECOND AMENDATORY ACREEMENT
TO CONCESSION AGREEMENT
FCR PETROLEUM PYPI.ORATION AND

EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
THE EGYPTIAN GENERAL PETROLEUM
CORFORATION
AND
FLF AQUITAINE EGYPTE
AND
AP PETROLEUM DEVELOPMENT LTD
IN
NORTH ALEXANDRIA AREA
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ANNEX ¢2”
FUNCTION AND FORMATION
OF
JOINT OPERATING COMPANY (JOCO)

1. NAME AND FORMATION OF THE CGOMPANY
The name of the Companyshall be joint Operating Company,

abbreviated JOCO. it will be formed as a jomnt stock comp-
any having the nationality of the ARAB REPUBLIC OF

EGYPT, with an authorized capital divided in shares of
common stock, having equal voting rights, fully paid up and
non assessable’.

2. FUNCTION OF JOCO

The object of JOCO shall be to act as an agency through which
EGPC and IEOC, together with, as the case may be, all the
Member Companies which are involved in the Gas Export
Project as Early Producer contractors, carry out and conduct
all the operations necessary to collect the Gas from the Area,
together with, as the case may be, Gas from other concession
areas, at the Gas Delivery Point (s), in furthereance of such
object, JOCO shall provide for the designing, the construction
and the operation of the common Downstream Facilities
and to deliver such Gas at the Gas Export Point (s).

JOCO shall keep account of all costs, expenses and expenditu-
res for such operations and shall not engage in any business or
undertake any activity beyond its object.

3. EGPC’s PARTICIPATION

EGPC shall pay for, hold and own, throughout the life of JO-
CO, fifty percent (50%) of the stock capital, including the share,
if any, pertaining to the A.R.E. Contractor. In case the Gas
Reserves contributed by the A.R.E. Contractor exceed fifty
percent (50%) of all the Gas Reserves committed to the Gas

Export Project, then the whole participation of EGPCin JOGO

shall be as Member Company, and its shareholding percent-
age shall be in proportion to the reserves so contributed.
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4. OTHER SHAREHOLDERS

The shares to which EGPC is not entitled shall be divided
tramong the Member Companies other than the A.R.E. Con-
tractor. Rach ot such Member,Companies shall pay for, ‘H‘STdi
and own a proportion of said shares equal to the proportlon
that the amount of Gas Reserves committed by the Member

Gompany to the Gas Export Project bears to the total Gas
Reserves dedicated to such Project.

BOARD OF DIRECTORS

EGPC and each Member Company shall have the right to
appoint a representative in JOCO’s Board of Directors. The
voting procedure will be established in the Charter : ; provided
however that the taking of any decision by the Board shall re-
quire the affirmative vote of Directors representing more than
seventy-five percent (759,) of the stock capital. The approval
of capital budget and expenditures up to the date of the Initial
Commercial Production shall require the affirmative vote of
more than eighty percent (809 ) of the stock capital. How-
ever, no decision of the Board for expenditures exceeding or not
included in the approved budgets of JOCO and which will
result In assessment against some or all of the Shareholders
shall be binding unless and until ratified by the Shareholders.

Lh

6. TITLE TO ASSETS

JOCQO shall not own any right, title, interest or estate in any of
the Gas produced from any concession area or in any of the
assets equipment or other property obtained or used in conne-

ction therewith. JOCO shall not make any profit from any
source whatever.
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7.

GAS DELIVERY

Each Member Company shall have delivered in kind by JOCO,
at the Gas Export Point (s), an amount of Gas, Gas Products
and / or Gas Derivatives in proportion to the current rate at
which the reserves are delivered by such Member Company,
due consideration being paid to Gas composition. Recovery
of costs and expenses and production sharing of such Gas shall
be governed, for each Member Company, by the relevant con-
cession agreement and related accounting procedure.
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