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AMENDMENT AGREEMENT
OF
THE CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND
EXPLOITATION
ISSUED BY VIRTUE OF LAW NO.147 OF 2004
AS AMENDED BY VIRTUE OF LAW NO. 132 OF 2010
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
MERLON PETROLEUM EL FAYUM COMPANY
IN
EL FAYUM AREA
WESTERN DESERT

This 2™ Amendment Agreement ( hereinafter reforred to as the "2™ Amendment

Agreement”) made and entered mto on this day of, 20---, by and between:

First . 1- The¢ ARAB REPUBLIC OF EGYPT (heremaficr referred to variously
as "A.RE." or as thc "GOVERNMENT"), rcpresented by the
Mimster of Petroleum and Mineral Resources, 1n his capacity; and
Legal Headquarters: 1A Ahmed Al Zomor St., Nasr City, Cairo.

2- The EGYPTIAN GENERAL PETROLEUM CORPORATION, a
legal entity created by Law No. 167 of 1958 as amended (hereinafter
rcferred to as "EGPC") represented by the Chict Exccutive Of
his capacity.

Legal Headquarters: 270 St. Part 4, New Maadi, Cairo.,
(First Party)
Second : MERLON PETROLEUM EL FAYUM COMPANY. a branch of a
joint stock company orgamzed and existing under the laws of
Cayman Islands (hereinafter referred to as “MERLON EL FAYUM™
or "CONTRACTOR™) rcpresentcd by the President of the Company
or a concerned delegate supported with a power of attorney.
Legal Headquarters: Lot # 9, Block S 64 |, Part 10, Zahraa Maadi, Cairo.
(Second Party)

cer, m
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PREAMBLE

WHEREAS, the Arab Republic of Egypt. the Egyptian General Petroleum
Corporation, and MERLON PETROLEUM EL FAYUM Company ¢ntered into
a Concession Agreement for Petroleum Exploration and Exploitation i1ssued by
virtuc of Law No. 147 of 2004 as amended by virtuc of Law No. 132 of 2010 "
1* Amendment”, in EL FAYUM AREA in the WESTREN DESERT, ( Law No.
147 of 2004 as amended by Law No.132 of 2010 heremafter referred

collectively to as the " Concession Agreement”); and

WHEREAS, CONTRACTOR desires to extend the second extension period to
end on 15/11/2020 instead of 15/1/2017 and to spend additional investments for

carrving out additional Exploration operations; and

WHEREAS, EGPC'S Executive Board of Directors has approved thereupon on
14/8/2016 ; and

WHEREAS, EGPC'S Board of Directors has approved thereupon on
30/11/2016 ; and '

Now, therctore, the partics hercto agree as follows:

The previous preamble to this 2™ Amendment Agrecment is hercby madc pait

hereof, complemented and integrated mto 1ts provisions.

ARTICLE I

Except as otherwise speeificd hercunder, the words and cxpressions defined in
the Concession Aereement shall have the same meaning in this 2™ Amendment

Agrcement,
ARTICLE 11
- Add the following at the end of Article I "Definitions", (n) "Affihated

.r

Company" of thc Conccssion Agreement issucd by virtuc of Law No. 147 of
2004 as amended by virtue of Law No. 132 of 2010 "1 Amendment":

For thc avoidance of doubt, if CONTRACTOR 1s compriscd of morc than
one company, Affiliated Company shall mean an Affiliated Company of a
CONTRACTOR Mcmber.
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- Add the following at the end of Articlc I " Dcfimtions " of the Concession
Agrcement 1ssucd by virtuc of Law No. 147 of 2004 as amcnded by virtuc of
Law No. 132 of 2010 "1* Amendment"

(u) “EGAS™ means the Egyptian Natural Gas Holding Company a legal entity

created by the Prime Mimster Decree No. 1009 of 2001 as amended and
according to Law No. 203 of 1991 as amended.

(v) "Development Plan" means a plan which on high level basis and covering

onc (1) ycar or morc, scts out the stratcgic framcwork for the cthicient

cxploitation of the rescrves in the Arca and describes the sclected
development concept required to dehiver life of field production profiles
used to support the requirements of domestic and external markets of Onl,
Gas and condensate. The Development Plan outlines the activities to be
conducted during the phases of Development and Exploration within
Development Lease Blocks.

(w) "Dcvelopment Work  Program” mcans thosc plancd physical multi- -
disciplinary activitics (including but not limitcd to drilling, cngincering, .
projects, subsurface) required to be undertaken within a Financial Year to
deliver the Production upon the agreed date.

(x) "BTU" Brntish Thermal Unit means the amount of enerey required to raise
th¢ tecmperature of onc (1) pound of purc watcr by ong (IGF) degree
Fahrenheit from sixty degrees Fahrenheit 60 F ) to sixty onc dcgrecs
Fahrenheit (61 DF) at a constant pressure of 14.65 PSIA.

(v) "Commercial Production Commencement Date” means the date on which the
first regular shipments of Crude O1l or first regular delivenes of Gas are made.

(z) ”Eﬂd Amendment Agreement Effective Date" means the lﬁth of January 2017.

ARTICLE 111

The two 1tems (d) and (c) of Article III of Law No. 147 of 2004 as amcnded by

virtuc of Law No. 132 of 2010 "1" Amendment” shall be deleted and replaced

by the following;:-
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(d) Conversion to a Development L.ease:

(1) Following any Commercial Oi1l Discovery or a Commercial Gas
Discovery and after submitting a Development Plan, the extent of the
whole area capable of production to be covered bv a Development
Lcasc shall bc mutually agreed upon by EGPC and CONTRACTOR
and bc¢ subject to the approval of the Minister of Petrolcum. Such arca
shall be converted automatically mto a Development Lease without the
issue of anv additional legal mstrument or permission. In case
CONTRACTOR did not fulfill its commitment to submit the O1l / Gas
Development Lease documcentations to EGPC, m order to 1ssuc the
Development Lease related to that discovery, within one (1) vear from
the date EGPC and CONTRACTOR agree i writing that a Commercial
Discovery exists, CONTRACTOR shall be considered assignor without
chargc for thc arca dedicated for issuing such Devclopment Leasc.
EGPC shall have the right to develop, produce and disposc all the
Petroleum produced from such assigned area mm the manner 1t deems
appropriate without any further legal procedures, the CONTRACTOR
shall have no right related to the production and has no right to have
reccourse against EGPC for compensation or cxpenditurcs or costs. |

(11) Following the conversion of an arca to a Devclopment Leasc based on a
Commcrcial Gas Discovery (or upon the discovery of Gas mn a
Development Lease granted followmg a Commercial O1l Discovery),
EGPC and CONTRACTOR shall endeavor with diligence to find
adequate markets capable of absorbing the production of Gas and with
respect to the local markets, EGPC shall advisc CONTRACTOR of the
potential outlets for such Gas and the expected annual schedule of
demand. Thereatter, EGPC and CONTRACTOR shall meet with a view
to assessing whether the outlets for such Gas and other relevant factors
warrant the Dcevclopment and production of the Gas and in casc of
agrcement, the Gas thus made available shall be disposed of to EGPC or
EGAS under a long-term Gas Sales Agreement m accordance with and
subject to the conditions in Article VII of the Concession Agreement as

amended by Article VI of this 2" Amendment Agreement.
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(1) The Development period of each Development Lease shall be as follows:

(aa) In respect of a Commercial Oil Discovery, twenty (20) yvears from
thc¢ datc of the Mmster's of Pctrolcum approval of the
Development Lease plus the Extension Period (as defined below)
provided that, in the cvent that, subscquent to the conversion of g
Commercial O1l Discovery mto a Development Lease, Gas 1s
discovered m the samc Devclopment Lease and 1s  used or 1s
capable of beng used locally or for export hereunder, the penod
of the Development Lease shall be extended only with respect to
such (Gas, LPG extracted from such (Gas | and Crude O1l in the

form of condensate produced with such Gas for twenty (20) vears

from the datc of the first dcliverics of Gas locally or for cxport
plus the Extension Period (as defined below) provided that the

duration of such Dcvclopment Leasc bascd on a Commercial Ol

Discovery may not be extended bevond thirty (30) years from the

datc of the Mmuster's of Pctrolcum approval of the Oil

Development Lease.

CONTRACTOR shall immediately notify EGPC of any Gas - .

Discovery but shall not be required to apply for a new
Development Lease 1n respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20) vears
from the date of the Mmister's of Petroleum approval of the
Development Lease plus the Extension Period (as defined below)
provided that. if subsequent to the conversion of a Commercial
Gas Discovery into a Development Lease, Crude O1l  1s
discovered in the same Dcevelopment Leasc, CONTRACTOR's
share of such Crude (hl from the Development Lease (except
LPG cxtracted from Gas or Crude Oil in the form of condensatce
produced with Gas) and Gas associated with such Crude Oil
shall revert entirely to EGPC upon the lapsc of twenty (20) vears
from the discovery date of such Crude Oi1l plus the Extension
Period (as defined below).

Notwithstandimg, any thmg I;o the contran undcr the Concession
Agreement as amended by this 2 Amendment Aereement, the
duration of Development Lease based on a Commercial Gas
Inscovery shall m no casc cxceed tharty (30) vears from the datc of
the Mmister's of Petroleum approval of the (Gas Development Lease.
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CONTRACTOR shall immediately notify EGPC of any Qil
Discovery but shall not be required to applv for a new
Development Lease 1n respect of such Crude Oal.

The " Extension Period” shall mcan a period of five (5) vears
which may be ¢lected by CONTRACTOR upon six (6) months
written request sent by CONTRACTOR to EGPC prior to the
cxpiry of the rclevant twenty (20) vear period supplemented by a
Development Plan including technical studies, evaluation of
production. expected levels of production during FExtension
period, CONTRACTOR's obligations and rclevant cconomic
consideration. This Extension period is subject to the approval of
EGPC and the Minister of Petroleum.

Devclopment  operations  shall upon  the 1ssuance of a
Devclopment  Lease  granted followmg a  Commgercial  Oil
Discovery, be started promptly by Operating Company and be
conducted 1n accordance with good Oil field practices and
accepted  Petrolcum  cngincering  principles, until the ficld 1s
considered to be fully developed. It being understood that 1if
associated Gas 18 not utilized, EGPC and CONTRACTOR shall
ncgotiatc i good faith on the best wav to avoid impairing the
production in the interests of the parties. In case CONTRACTOR,
through the Operating Company. did not fulfill his obligations
rcgarding the ¢cxccution of the Development Plan and did not start
producing Crude 01l ,in commercial regular shipments, within
four (4) vcars from thc Devclopment Lcasc approval datc,
CONTRACTOR shall be considered assignor without charge for
the Development Lease and for all 1ts nghts, privileges related to
such arca , EGPC shall havc the night to develop, produce, and
dispose all Crude Oil produced from such assigned area bv anv
means deems to be appropriate without anv further leeal
proccdures, and CONTRACTOR shall have no right related to the
production and shall have no right to have recourse against EGPC
for anv compensation, expenditures or costs.

In the cvent no Commcercial dehiverics of Gas in accordance with
the mentioned Gas Sales Agreement/scheme within four (4) vears
from the approval date of the Development Lease,
CONTRACTOR shall be considered assignor without charge for
the Development Lease and for all its rights, privileges, related to
such area . EGPC shall have the nght to develop, produce, and
disposc all Gas produced from such assigned arca by any mcans
deems to be appropriate without any further legal procedures, and
CONTRACTOR shall have no nght related to the production and
shall have no nght to have rccourse agamst EGPC for any
compensation, expenditures or costs.



YoV A uhae A LB (a) S 7Y daell - eyl 5ay sl

L"ﬂLn.:Ln "y R.Ei ji Z\_A_B'“n 1“11?‘5_,:;_'1 ﬁ;ﬁ_}l‘ LJ"':' LSJ& Gtﬂj éﬂia.j e.lﬁr M\;‘h Léj

e i (£) o) DA 8 el (Al sie 8 Am plad gl o lall

o Ldae SLal cilagba 5 Jl s a g o 3 ol 2L ey 5
Lo i taa dpatill g Und e 158 AN iy adld dpatill sie Y jpaual
e pa e e Dl sie 1Y 3 g lat LIS 4 aa g
e L) sl sie G813 Slall o jlas el 4 an gy o L

datie yi ) Ca Jlae (B Wi ah dpast dle dplal 8y .yl e
callay 4l Ll g plall LYY 8 el 4 e

S Al 3 giey dpatil) CilelUad Axad ey Aiel) a8 O gi (£) aa )l S
s Aalitie Cilaglud b A e Sl Sl oolall HlY) eay Al e

e ol i e g llal gl e tsh Al @l ¢ paatll ol Llaa Sl

gy e

it ol g ) 8 et Al el S Gl sy e adigNe
it e e ol Ly ol AN A8 G el 5oLl 4) JLie 52 LS

deatlll cllae ol ABA ¢ Ve B Laal 3lE e Aealldl salel) Cea ga
Jlaall Jg it jle o) culéi, 85 s osa Al Glalt il Slell dualal
B S YR SN EP \.‘u’j 8 g Aba paldiiig ugi Sadh s pn Pl éﬂ\ 'LPG"
o dme pall Aagla W oot ol aig olld dgm s cilleally Aaldl A5y
p— ddad ) ol alSa) Gl A gial) A g il Aaigh acl gy Al Jsia
s ade Gdg Slall olad A W13 L Alls Ay 080 Sl
aic Jany Cogu Slall Vi Blxial) dpaiil) aie 8 05 S0l el ay ddas

Ccelly Cda e Al @il g ol L

Y1



V'V

YoV R ehae ] A 8 (8) ) 8e YY) 2aell e Hll 5y jall

In the cvent no Commercial Production of Oil in regular
shipments or Gas dcliverics  from any Development Block 1 the
Development Lease  within four (4) vyears from the datc of
commencement of Commercial Production for Oil or from the
date of first deliveries of Gas locally or for export in such
Development Lease, such Development Block shall immediately
be relinquished, unless there 1s a Commercial O1l Discovery on
the Development Lease based on Gas or a Commercial Gas
Discovery on the Development Lease based on O1l. Each Block m
a Development Lease being partly within the radius of drainage of
any producmg well shall be considered as participating m the

Commercial Production referred to above.

Every four (4) vears, EGPC shall review the Development Blocks
of O1l Development Leases from the date of commencement of
Commercial Production and/or Gas from the date of the first
rcgular Gas dchiverics locally or for cxport, for immcdiate
rchnquish for anv non-producing block or anv block that docs not

participate in production.

Devclopment opcerations i respect of Gas and Crude O1ll m the
form of condensate or LPG to be produced with or extracted from
such Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for
export as referred to in Article VII of the Concession Agreement as
amended by Article VI of this Eﬂd Amendment Agreement or
otherwise, be started promptly bv Operating Companv and be
conducted 1n accordance with good Gas field practices and
accepted Petroleum engineenng principles and the provisions of
such agreement or scheme, In the event no Commcercial Production
of Gas 1s cstablished 1n accordance with such Gas Sales Agreement
or scheme, the Development Lease rclating to such Gas shall be

rchinquished, unless otherwise agreed upon by EGPC.
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If, upon apphcation by CONTRACTOR 1t 1s rccogmzed by EGPC
that Crude O1il or Gas 15 being drained from the Exploration Block
under this Concession Agreement mto a Development Block on an
adjommg concession arca held by CONTRACTOR, the Block
bemg dramed  shall be considered as participating i the
Commercial Production of the Development Block 1n question and
the Block being drained shall be converted into a Development
Lease with the ensuing allocation of costs and production
(calculated from thc Effcctive Datc or the datc such drainage
occurs, whichever 1s later) between the two Concession Areas.
The allocation of such costs and production undcr cach Conccession
Agreement shall be in the same portion that the recoverable
reserves 1n the dramed geological structure underlving each
Conccession Arca bears to the total recoverable rescrves of such
structure underlyving both Concession Areas. The production
allocated to a concession area shall be priced according to the
concession agreement covering that concession area.
ARTICLE 1V
Add the followmg at the end of Article IV paragraph (b) of Article IV of
Law NO.147 of 2004 as amended by virtue of Article 111 of Law No. 132 of
2010 ""1* Amendment'':
The Exploration Area in this 2™ Amendment Agreement is that portion of the
Arca that 1s rcmaming 1 the Conccssion Agrecement Arca and which has not
been relinquished or converted to a Development Lease(s) on the Effective Date
of this 2™ Amendment Agreement and for which no request was submitted to
EGPC to be converted to a Development Leasc(s) before the end of the current
Exploration period on 15/1/2017 , as described by the boundary coordinates
heremafter referred to m Amnex (A-2) and illustrated by the map m Amex
(B-2) and the following provisions shall apply:
I- The second extension period shall be extended to end on 15/11/2020 mstead
of 15/1/2017.
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CONTRACTOR shall spend through the Operating Company during the
extension period mentioned above starting on 13/1/2017 ull 15/11/2020 a
minimum of six million U.S. Dollars ($6,000,000) on Exploration operations
and activities related thereto with the obligation of drilling three (3) new
Exploratory wclls 1n addition of the obligation of complction of the financial
and technical obligations stated in the Law No. 132 of 2010 "1¢
Amendment” (drilling two (2) Exploratory wells).

CONTRACTOR shall submit a Production Guarantee to EGPC 1n the form
speeificd 1n Anncex (C-3) of this 2™ Amendment Agreement covering the
minimum of CONTRACTOR'S obligations of Exploration costs stated in
this Article above at least one day before the signature by the Mimster of
Petroleum of this 2™ Amendment Agreement.

Such Production Guarantee shall be for guaranteeing the pavment and/or
transtcrring a quantity of Pctrolcum sufficient in valuc to cover thﬁ
diffcrence between the sum of six million U.S. Dollars ($6,000,000) and the
amount actually spent by the Operating Company on behalf of
CONTRACTOR and approved by EGPC. In the case of CONTRACTOR's
inability to transfer the amount of Petroleum sufficient in value to cover the
sum of six million U.S. Dollars ($6.000.000), CONTRACTOR shall submit
a Bank Guarantcc in the form specificd in Amnex (C-4) of this 2™
Amendment Agreement worth of difference between the amount of six
million U.S. Dollars ($6,000,000) and the valuc of the quantity of Petroleum
that has been transferred. The Guarantee shall remain effective for six (6)

months aftcr the end of the extension period as mentioned above.
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In the ¢vent of a shortfall thc CONTRACTOR has the right to submit a
letter entithng EGPC to take from the CONTRACTORS dues an amount
valuc cqual to the sum of six million U.S. Dollars ($6,000,000) and the
amount of the quantity of Petroleum that has been transferred.

4- In casc CONTRACTOR surrcnders its Exploration rights under this 2™
Amendment Agreement as set for above before or at the end of the extension

period on 15/11/2020 having expended less than the total sum of six mallion

U.S. Dollars ($6,000,000) on Exploration. or in the event at the end ofthe
extension period on 15/11/2020, CONTRACTOR has expended less than
that sum mm the Exploration Area. an amount equal to the difference between
the said six million U.S. Dollars ($6.000,000) and the amount actually spent
on Exploration and approved by EGPC shall be paid by CONTRACTOR to
EGPC at the time of surrendering or within six (6) months from the end of the

cxtension period on 15/11/2020, as the casc may be.,

In case no Commercial Discovery 1s established bv the end of the e};teﬁs'itjﬁ
period on 15/11/2020, or 1n case CONTRACTOR surrenders the
Exploration Area under this 2** Amendment Agreement prior to such time,
EGPC shall not bear any of the aforesaid obligations spent by
CONTRACTOR.
ARTICLE YV
Article IV second paragraph of the Law No. 132 of 2010 "1 Amendment"
shall be entirely deleted and replaced by the following:
- At the ond of the cxtension period that ends on 15/11/2020 (the cnd of the
second extension period as amended by this 2™ Amendment Agreement),
CONTRACTOR shall rchinquish the remainder of the Exploration Arca not

then converted to Development Leases.
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- At the time of relinquishment of all or any part of the Concession Area,
CONTRACTOR shall undertake and be commtted to restore the Arca as it
was at the time CONTRACTOR had recerved 1t by removing ., for example
but not limitcd to , marme plattorms , wclls , pipelines ctc. , or in a condition
demanded bv EGPC upon relinquishment .

ARTICLE VI

Article VII "Recovery of Costs and Expenses and Production Sharing' (e)

Disposition of Petroleum paragraph (2) With respect to Gas and LPG produced

from the Area: paragraph (v) of the Concession Agreement issued by virtue of

Law No. 147 of 2004 shall be deleted and replaced by the following:-

(v) Should EGPC or EGAS (as buver) fail to enter into a long-term Gas Sales

Agrcement with EGPC and CONTRACTOR (as scllers) within four (4)

vears from the approval date of a Gas Development Lease pursuant to the

Concession Agreement as amended by virtue of Article 111 of a this 2™ -

Amendment Agreement, EGPC and CONTRACTOR shall have the right to. -~

take and freely dispose of the quantity of Gas and LPG n respect of which
the notice of Commercial Discovery 1s given by exporting such Gas and
LPG . subject to the approval of the competent authoritics and in casc
EGPC/EGAS 1s not in need for such Gas or LPG to meet the needs of
domestic markets.
Article VII "Recovery of Costs and Expenses and Production Sharing'" (e)
Disposition of Petroleum paragraph (2) With respect to Gas and LPG produced
from the Area: paragraph (vi) of the Concession Agreement issued by virtue of
Law No. 147 of 2004 shall be deleted and replaced by the following:-
(vini) (aa) Upon the expiration of the four (4) vear period referred to n
paragraph (¢) (2) (v) of this Article above, CONTRACTOR shall
have the obligation to exert 1ts reasonable efforts to find an export

markct for Gas reserves.
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(bb) In the event at the end of the four (4) vear period referred to under

(cc)

paragraph (c) (2) (v) of this Article above, CONTRACTOR and
EGPC have not entered mto a Gas Sales Agreement,
CONTRACTOR shall rctain 1ts rights to such Gas rcserves for a
further period up to two (2) vears. subject to this Article () (2) (vin)
(cc) stated below, during such period EGPC shall attempt to find a
market for Gas rescrves.

In the event that EGPC and CONTRACTOR are not exporting the
Gas and EGPC & CONTRACTOR have not entered into a Gas
Sales Agreement with EGPC / EGAS pursuant to Article VII (e) (2)

of the Concession Agreement as amended by Article VI of this "

Amendment Agreement prior to the oxpiry of six (6) vears from the
approval date of a Gas Development Lease. 1t shall be considered
that CONTRACTOR has assigned the (as reserves in respect of
which such noticc has been given. And CONTRACTOR docs not
accept an offer of a (Gas Sales Agreement from EGPC within six (6)
months from the date such offer 1s made provided that the Gas Sales
Agrcement offered to CONTRACTOR shall take into consideration
(Gas prices commensurate with Gas Sales Agreements m the
adjacent and/or comparable Areas in Egypt in terms of water depth
and the rescrvoir depth to cnable a commercial contract including:
- A sufficient delivery rate.
- Dclivery pressure to enter the National Gas Pipeline Grid Svstem
at the pomnt of dehivery.
- Delivered Gas quality specifications not more stringent than
thosc 1imposcd or requircd for the National Gas Pipcling Gnid
System.

- The Gas prices as specificd in the Gas Sales Agreement.
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(dd) In the event that CONTRACTOR has not entered into a Gas Sales
Agreement pursuant to Article VII (e) (2) of the Concession
Agreement as amended by Article VI of this End Amendment
Agrcement  or  othcrwise found an  acceptable  scheme  for

commercial disposal of such Gas , at the time of the cxpiration of
six (6) vears from the approval date of a Gas Development Lease
or failing agreement with EGPC on Gas disposal at the expiration of
six (6) vears ., CONTRACTOR shall surrender to EGPC such

Development Lease(s) m which Gas discovery 1s made.

Add the following at the end of Article V1I (a) (1)''Recovery of
Costs and Expenses and Production Sharing" of the Concession
Agreement issued by virtue of Law No. 147 of 2004 as amended
by Article V of the "% Amendment" issued by Law No. 132 of
2010 "1* Amendment ":-

CONTRACTOR shall recover quarterly what will be approved by
EGPC of all the Exploration Expenditures, Development
Expcenditures and Opcrating Expenscs in the respect of  the
Exploration specific arca in Anncx (A-2) which shall be incurred by
CONTRACTOR afier the Effective Date of the " Amendment
Agreement on 15/1/2017. to the extent and out of thirtv percent
(30%) of all Pctrolcum produccd and saved from all Devclopment
Lcascs, to be approved, and not uscd in Petrolcum opcerations within
the Exploration area from 15/7/2010 tull 15/11/2020 in accordance
with the same percentages of the Production Sharing of the

Concession Agreement.

ARTICLE VII

Paragraphs 2) ,3) and 4) of Article VI of Law No. 132 of 2010 "17
Amendment'' shall be deleted and replaced by the following:

2- CONTRACTOR shall also pav to EGPC an amount equal to ten percent
(10%) of the value of each assignment deal upon approving each assignment
submit by CONTRACTOR 1tsclf or any othcr CONTRACTOR member
( cxcept for assignment to an Affiliatcd Company shall be according to
Article VII (7) of this 2™ Amendment Agreement ) valued in United States
Dollars as a non-recoverable assighment bonus .
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As of the 2ﬂd Amendment Effective Date, CONTRACTOR shall pay to
EGPC the sum of one hundred fifty thousand U.S. Dollars ($150,000) as a
Devclopment Leasc bonus per cach Devclopment block (1x1) upon approval

of cach Development Lease.
As of the End Amendment Effective Date, CONTRACTOR shall pay to
EGPC at the beginming of every Fmancial Year during any of the

Exploration pcriods an amount cqual to fifty thousand U.S.  Dollars

($50,000) as a training bonus for the training of EGPC employees in
departments of Agrcements, Exploration, Production and Financial Control
Foreign and Joint Venture companies. CONTRACTOR shall also pav
fifty thousand U.S. Dollars ($50,000) as a training bonus for the training
of EGPC cmplovcees from other departments with a total amount of onc

hundred thousand U.S. Dollars ($100,000).

Add the following at the end of Article IX paragraph (g) of the Law
No.1470of 2004 as amended by virtue of Article VI of the Law No.132 of
2010 "1 Amendment":

CONTRACTOR shall pay to EGPC as a signature bonus the sum of one
million U.S. Dollars ($1.000,000) before the Effective Date of this md

Amendment Agreement, after the relevant law 1s 1ssued.

6- CONTRACTOR / CONTRACTOR Member shall pay to EGPC the sum of

five hundred thousand U.S. Dollars ($300,000), in casc CONTRACTOR or
CONTRACTOR Member assigns in whole or 1n part of 1ts nights, privileges,

duties and obligations to an Affiliated Companv of the same

CONTRACTOR / CONTRACTOR Mcmber, on the datc of the
GOVERNMENT's approval of each assignment request

7- All the above mentioned bonuses shall mm no event be recovered bv

CONTRACTOR.
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ARTICLE VII1I

Article XXI "Assignment"” of the Concession Agreement issued by virtue of
the Law No. 147 of 2004 shall be deleted in its entirety and shall be
replaced by the following:-

ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person, firm or
corporation, in wholc or m part, any of its rights, dutics or obligations undcr
the Concession Agreement as amended bv this 2® Amendment Agreement
cithcr dircetly or indirectly; (indircet assignment shall mean, for example,
any sale, purchase, transfer of stocks, capital or assets or any other legal
action would change the organizational structure or the change of control
over the CONTRACTOR/CONTRACTOR MEMBER) without a prior
written consent of the GOVERNMENT, and in all cases priority shall be
given to EGPC, 1if 1t so desircs, to obtain such mterest intended to be

assigned  (except assignment to an Affiliated Company of the same
CONTRACTOR Mcmbcr).

(b) Without prejudice to this Article VIII (a) above, CONTRACTOR may

assign all or any of 1ts nghts. privileges. duties and obligations under the
Concession Agreement as amended by this 2™ Amendment Agreement to
an Affiliated Company of the same CONTRACTOR/ CONTRACTOR
Member, provided that CONTRACTOR shall notify EGPC and the
GOVERNMENT in writing and obtain the written approval of the
GOVERNMENT of the assignment.

In the casc of an assignment cither 1n a whole or 1n a part to an Affihated
Company, the assignor together with the assignee shall remain jointly and
severally liable for all duties and obligations of CONTRACTOR under the
Concession Agreement as amended by this 2™ Amendment Ascreement
provided such Affiliated Company remains in the same capacity as an
Affihiated Company.

(¢c) To cnablc considcration to bc given to any request for such
GOVERNMENT's consent referred to m (a) or (b) above, the following
conditions must be fulfilled:

(1) The obligations of the assignor deriving from the Concession
Agrcement as amended by this 2™ Amendment Agrecment must have
been duly fulfilled as of the date such request 1s made.
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(2) The instrument of assignment must include provisions stating precisely

that thc assignee 1s bound by all covenants contamncd 1 the
Conccssion Agreement as amended by this 2™ Amendment Agrcement
and any modifications or additions 1 wrniting that up to such time mayv
have been made. A draft of such mstrument of assignment shall be
submitted to EGPC for review and approval before being formally
executed.

(3) Thc assignor(s) must. submit to EGPC rcasonablc documcnts that
cvidence the assignec's financial and tcchmical competence.

(d) Anv assignment. sale, transfer or other such convevance made pursuant to

the provisions of this Article VIII of this 2ﬂd Amendment Agreement shall

be free of any transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value Added Tax,
Stamp Dutv, or other Taxcs or similar pavments,

(¢) Once the assignor and a proposed third party assignee, other than an

Affilhatcd Company, have agreed the final conditions of an assignment, the
assignor shall disclosc i dctails such final conditions, mcluding the valuc of
each assignment deal valued m U.S. Dollars, in a wntten notification to
EGPC. EGPC shall have the rnight to acquire the mterest mtended to be
assigned, if within ninety (90) days from assignor’s written notification,
EGPC delivers to the assignor a written notification that it accepts the same
conditions agreed to with the proposcd third party assignee. If EGPC docs
not dchiver such notification within such mncty (90) day period, the assignor
shall have the nght to assign to the proposed thard party assignee, subject to

the Government approval under paragraph (a) of this Article here above.
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In the event that EGPC exercises its option to acquire the interest intended to
bc assigned and if a "Jomt Opcrating Agrcement” 1s not alrcady cxisting
among the CONTRACTOR MEMBERS including the assignor, EGPC and
CONTRACTOR shall ncgotiatc m good faith to conter mnfo a "Joint

Operating Agreement”, accordmg to the model published by the Association

for International Petroleum Negotiators to finalize such agreement within

onc hundred and twenty (120) days from EGPC’s notification. If EGPC and
CONTRACTOR camnot agree on a "Joint Operating Agreement” within

such one hundred and twenty (120) day period, the assignor shall have the

right to assign to the proposed third party assignee. subject to the
Government approval under paragraph (a) of this Article here above.

() As long as thc assignor shall hold any intcrcst under the Conccssion
Aereement as amended by this Zﬂd Amendment Agreement. the assignor

together with the assignee shall be jointly and severally liable for all duties

and obligations of CONTRACTOR undcr the Concession Agreement as
amended by this 2nd Amendment Agreement.
ARTICLE IX

Article XXV "Status of Parties” of the Concession Agreement issued by

virtue of Law No. 147 of 2004 shall be deleted in its entirety and shall be

replaced by the following:-

(a) The nights, dutics, obligations and habilitics mn respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or collective, it
being understood that this Concession Agreement as amended by this 2™
Amendment Agreement shall not be construed as constituting an association
or corporation or partnership.

(b) CONTRACTOR shall b¢ subjcct to the laws of the placc where it 1s
incorporated regarding 1ts legal status or creation, orgamzation, charter and

by-laws, sharcholding, and ownership.
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CONTRACTOR's sharcs of capital which arc entircly held abroad shall not

be negotiable in the A.R.E. and shall not be offered for public subscription
nor shall be subject to the stamp tax on capital shares nor any tax or duty in
the ARE. Anv procedure camed out by CONTRACTOR/ CONTRACTOR
MEMBER 1n th¢ ALR.E. or outside the AR E. that Icads to changc of
control of thc CONTRACTOR/CONTRACTOR MEMBER on its sharc in

the company's capital, shall be subject to the procedures and provisions of
Article IX "Bonuses" as amended and Article XXI "Assignment” of the
Concession Agreement. CONTRACTOR shall be exempted from the

application of the provisions Law No. 139 of 1981 as amended.

In casc CONTRACTOR consists of mor¢c than onc mcmber, all
CONTRACTOR Mcmbers shall be jomtly and scverally liable for the
performance of the obligations of CONTRACTOR under this Concession

Agreement as amended by this 2* Amendment Aereement.

ARTICLE X

Add the following at the end of Article I "General Provisions' paragraph

of (b) "Statements of Activity'' of Annex "E" of the Concession

Agreement 1ssued by virtue of Law No. 147 of 2004:-

Pursuant to Arficlc VII of the Concession Agreement as amended by Article
VI of this 2™ Amendment Agreement, EGPC shall audit and approve each
Statement of Development and Exploration Activity submitted by the
CONTRACTOR or the Operating Companv (as the case may be). Any
comments made by EGPC shall be reflected by the CONTRACTOR or the
Opcrating Company (as the casc may be¢) on the Statement produced for the

next calendar quarter.
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Article II " COSTS, EXPENSES AND EXPENDITURES" (1) (b)
"Labor and Related Costs' of Annex "E™ of the Concession Agreement
issued by virtue of Law No. 147 of 2004 shall be deleted and replaced by
the following :-

(1)

Salarics and  Wages, which  were  approved by EGPC, of
CONTRACTOR's or Operating Company's emplovees, as the case may
be, directly engaged 1 the vanous activities under the Concession
Agreement as amended by this 2™ Amendment Agreement including
salarics and wages paid to geologists and other cmplovecs who arc
tcmporarily assigned to and cmploved m such activitics. Reasonable

revisions of such salaries and wages shall be effected to take into
account changes in CONTRACTOR's policies and amendments of laws
applicable to salaries. For the purpose of this Article 1I (b) and Article
I1 (c) of this Annex as amended by this 2™ Amendment Agreement ,
salarics and wages shall mcan the asscssable amounts for AR.E.
Incomc Taxcs, meluding the salarics during vacations and sick lcavces,

but excluding all the amounts of the other items covered by the =~

percentage fixed under (b) below.,

Add the following at the end of Article IV " COST RECOVERY"

(a) " Statements of Recovery of Costs and of Cost Recovery

Petroleum " of Annex "E" of the Concession Agreement issued by

virtue of Law No. 147 of 2004:-

Pursuant to Article VII of the Conccssion Agreement as amended by
Article VI of this 2" Amendment Agreement, EGPC shall audit and
approve each Statement of Development and Exploration Activity
submitted by the CONTRACTOR and the total production and pricing,
rclatcd to the relevant calendar quarter. Any comments made by EGPC
shall b¢ reflected by the CONTRACTOR on the statcment produced for
the next calendar quarter.

~ ARTICLE XI

This 2™ Amendment Agrr;:cmcnt 18 issucd of four (4) identical originals, the
First Party retain three (3) originals, the Second Party retains one (1) original of

this 2™

Amendment Agreement to act in accordance to 1ts provisions if

NCCCSSATY.
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ARTICLE XII
The parties approved that the address supplemented to their entity n the preface

1s their chosen address for notification, all notices sent and correspondences

received m such address are considered valhid with the outcome of all 1ts

legitimate effects. In the event any of the parties changes the aforesaid address.
such Party shall notifv the other Partv by a registered letter upon receipt
otherwise, the correspondence only sent to the aforementioned address 1s to be
considered vahid with the outcome of all its legitimate effects.
ARTICLE X111

This 2™ Amendment Agreement shall not be binding upon any of the parties
hereto unless and until a law 1s 1ssued by the competent authorities of A R.E..
authorizing the Minister of Petroleum to sign this 2™ Amendment Agreement
and giving this 2™ Amendment Aereement full force and effect of law

notwithstanding any countervailine Governmental enactment and the 2™

Amendment Agreement 1s signed by the Government, EGPC and
CONTRACTOR.

MERLON PETROLEUM EL FAYUM COMPANY
In his capacity

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

ARAB REPUBLIC OF EGYPT
In his capacity
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ANNEX "A-2"
AMENDMENT AGREEMENT
OF
THE CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
MERLON PETROLEUM ELFAYUM COMPANY
IN
ELFAYUM AREA
WESTERN DESERT
ISSUED BY VIRTUE OF LAW NO. 147 OF 2004
AS AMENDED BY VIRTUE OF LAW NO. 132 OF 2010
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Amnex "B-2" 1s a prowvisional illustrative map at an approximate scale

of 1 :1,200,000 showing the Area covered and affected by this an Amendment

Agreement.

- The Area measures approximately one thousand five hundred eightv four

square kilometers and five hundred square meters (1584.5 km”) of surface

Area. It 1s composed of all or part of Exploration Blocks. the whole Blocks

arc defincd on three (3) mmutces latitude by three (3) muinutes longitude gnid.

- It 18 to be notced that the delincation hings of the Arca in Amnex "B-2" arc

intended to be only illustrative and provisional and mayv not show accurately

thcir truc position 1n rclation to cxisting monuments and gcographical

features.
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NOTE:- The Boundanes and Coordinates of the Area shall be subject to the

amendments and approvals of the Armed Forces Operations Authorty

Coordinatcs of the corncer points of the Arca arc given in the following tablc

which forms an integral part of Annex "A-2":-

BOUNDARY COORDINATES OF

ELFAYUM ARFA
WESTERN DESERT
AREA (A) :-
POINT NO. LATITUDE LONGITUDE

1 29° 51" 00.00" 31° 06" 0000
2 29° 45" 00.00" 31° 06" 00.00"
3 29° 45" 00.00" 30° 03'  00.00°
4 209 42'  00.00" 31°  03'  00.00"
3 29° 42" 00.00" 31° 06' 00.00"
6 20° 39" 00.00" 1° 06" 0000
7 29° 39" 00.00" il° 12' 00.00"
g 20° 20" 00.00" il° 12" 00.00"
9 29° 29" 00.00" 31° 09" 00.00"
10 20° 28" 00.00" 3I1° 09" 00.00"
11 20° 28" 00.00" 31° 03" 0000"
12 20° 24 00.00" 3 03" 00.00"
13 29° 24" 00.00" 31° 03' 1500
14 20 ¢ 25" 00.00 " 31 ° 03" 15.00"
15 29°  23'  00.00" 31° 00" 0000
16 20° 25" 00.00" 3iL° 00" 00.00"
17 29°  25'  00.00" il° 01'  00.00"
18 20° 26" 00.00" 3L° 0l' 00.00"
19 29°  26'  0000" 30° 55" 00.00"
20 20° 28" 48.00" 30° 55" 00.00"
21 29°  28' 4800 30° 55" 25.00"
22 20° 38" 15.00" 30° 55" 25.00"
23 29° 38 15.00" 30° 49" 5500
24 20° 43 00.00" 30°  49'  355.00"
25 29 ° 43" 00.00 " 30 ° 51° 00.00 "
26 20° 51 00.00" 30° 51" 00.00"
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Area (B) :-
POINT NO. LATITUDE LONGITUDE
] 29 °© 27 00.00 " 31 ° 12" 00.00"
2 29 ° 26'  15.00" 31° 12 00.00"
3 29 ° 26" 15.00" 3] ° 11" 20.00"
4 29 ° 24 30.00" 3]1° 11 2000"
3 20 ° 24" 30.00" 31 ° 08' 5300"
6 20 °© 24" 00.00" 31° 08' 55.00"
7 29 ° 24 00.00" 3] ° 06'  00.00"
3 29° 277 00.00 " 31° 06"  00.00"
AREA (C) :-
POINT NO. LATITUDE LONGITUDE
] 29 ° 27 00.00" 30 ¢ 34" 00.00"
2 20 ° 25 00.00" 30 ° 54 00.00"
3 29 ° 250 00.00" 30 ° 53" 00.00"
4 20 ° 24 00.00" 30 ° 53" 00.00"
3 20° 24" 00.00" 30° 32" 00.00"
6 20° 23" 00.00" 30 ° 52" 00.00"
7 20 ° 237 00.00" 30 ° 54 00.00"
3 20 ° 18" 00.00" 30 ° 54 00.00"
0 20° 18" 00.00" 30° 41" 00.00"
10 29° 21 00.00" 30 ° 41'  00.00"
11 29 21 00.00" 30 ° 2' 0000 "
12 20 ° 227 00.00" 30° 42" 00.00"
13 29 ° 22 00.00" 30 ° 40  00.00"
14 20° 20" 00.00" 30° 40" 00.00"
15 20° 200 00.00" 30° a8’ 00.00"
16 20° 18" 00.00" 30° g’ 00.00"
17 20 ° 18" 00.00" 30 ° 33" 00.00"
18 20 ° 24" 00.00" 30 ° 33 00.00"
19 20 ° 24 4970" 30° 36" 00.00"
20 29° 23" 00.00" 30 ° 36" 00.00"
21 29° 23 00.00" 30 ° 37 00.00"
22 20° 22 00.00" 30 ° 37 00.00"
23 20 ° 22" 00.00" 30 ° 30" 00.00"
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POINT NO.

LATITUDE

LONGITUDE

24

247 00.00"

30 ° 39 00.007

25

24 00.00"

30 40" 00.00"

26

23 00.00"

30 40" 00.00"

27

230 00,00

30 ° 457 00.00"

28

257 00,007

309 43" 00.00"

257 00.00"

30 447 00.00"

24 0000 "

30 447 00.00"

24" 00.00 "

30 ° 47 00.00 "

25" 00.00"

30° 47" 00.00"

25" 00,007

30° 30" 00.00"

26 00.00"

30° 50' 00.00"

26 00.00"

30° 527 00.00"

27 00.00"

LATITUDE

20 00.00"

LONGITUDE

26 32.00"

42 00.00"

257 00.007

427 00.00"

250 00.00"

367 39.09"

257 13.00"

LATITUDE

37" 30.00"

LONGITUDE

42 00.00"

30° 277 00.00"

30 ° 00.00 "

40" 0000

00.00"

00.00 "

00.00 "

00.00 "

00.00 "

00.00 "
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Development Leases

SE GINDI

POINT NO.

LATITUDE

LONGITUDE

A

30

00.00 "

02°

00.00 "

29°

00.00 "

02"

00.00 "

29"

00.00 "

01"

00.00 "

28"

00.00 "

00.00 "

00.00 "

00.00 "

AIN ASSILLEN

POINT NO.

00.00 "

LATITUDE

00.00 "

LONGITUDE

24"

00.00 "

30 °

30"

22"

00.00 "

30°

50°

00.00 "

00.00"

22"

00.00 *

419"

00.00"

00.00 "

49

00.00 "

00.00 "

47"

00.00 "

00.00"

47"

00.00 "

0000" |

16"

00.00 "

00.00"

46"

00.00 "

00.00 "

48’

00.00 "

00.00 "

48"

00.00 "
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N.B. The Surface Operation are not Permitted i the Following Area:-

POINT NO. LATITUDE { North) LONGITUDE ( East)

2% 23" 154567 31° 07' 37.956"

29° 257 482167 31° 07" 500l6™

29° 251 538327 3 07"  50.592°

29° 26" 03852 " 07" 49332"

29 ° 267 6504 " 07"  47.172"7

29 ° 26 0528 " 07' 45444"

29 27" 1.872° 06' 4392 "

29 ° 33.34 " 05'  52.224"°

29 ° 46.452 " 06" 58.068"
29 ° 17.904 " | 06' 53.928"

29 ° 42.144 " 05' 12.588"

29° 23" 18.42° 05'  34.116"

29 © 10.14 " 05' 429 "

29 ° 5.976 " 06'  43.092"

292 45.648 " 31° 07" 2586
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ANNEX (B - 2) (Y-<)@d
AMENDMENT AGREEMENT Jaaad 5
OF THE CONCESSION AGREEMENT FOR AR g ) g lt i Cuaall A ) Aueldnd
PETROLEUM s
EXPLORATION AND EXPLOITATION

BETWEEN il panfisgar
THE ARAB REPUBLIC OF EGYPT 3
AND Ja Al dalad) 45 peaalt Aiigly
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION N .
AND Ja el a gablh & 9 e A8 )
MERLON PETROLEUM EL FAYUM COMANY i

m * oo ]
H.n]t Aglata
FL FAYUM ARFA ¢

WESTERN DESERT dyy a2l et
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Annex “C-37
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference is made to this 2™ Amendment Agrecment issucd by virtuc of Law
No.--- of 20.... of the Concession Agreement for Petroleum Exploration and
Exploitation 1ssued by virtue of Law No. 147 of 2004 as amended by virtue of
Law No. 132 of 2010 "1* Amendment" by and between the Arab Republic of
Egvpt (A.RE) ., The Egyptian General Petroleum Corporation (EGPC) |
Merlon Petroleum El Favum Company (Merlon El Fayvum)(" Merlon El Favum
" heremnafter referred to as "CONTRACTOR") .

Merlon Petroleum El Fayvum Company which 1s the partner with EGPC 1n the
Concession Agreement 1ssucd by virtue Law No. 147 of 2004 as amended by the
Law No.132 of 2010 "1 Amendment" as Guarantor and on behalf of
CONTRACTOR hereby, 1f CONTRACTOR fail to complete the work program
of the period that starts on 15/1/2017 and spend Icss than the mimmmum amount
specified for such perniod of six mullion U.S. Dollars ($6,000,000) (the
difference being hereunder described as “Shortfall™), EGPC shall notify Merlon
Petroleum El Favum Company as CONTRACTOR and as Guarantor in writing,
of th¢ amount of the Shortfall. Within fiftcen (15) days of reccipt of said notice,
Merlon Petroleum El Fayum Company on behalf of CONTRACTOR shall pay

.

ficient 1n value to cover the

and/or transfer to EGPC a quantity of Petroleum su
Shortfall.

In case said Petroleum shall be transterred, 1t will be deducted from Merlon
Pctrolcum El Fayum Company’s sharc of Pctrolcum production from all its

Development Leases, pursuant to the terms of the Concession Agreement for

Petroleum Exploration and Exploitation 1ssued by virtue of the law mentioned

abovec and said Pctrolcum shall be valucd at the time of the transter to EGPC

accordance with the provisions of the Concession Agreement, from which such

sharc has been transfcerred.
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CONTRACTOR may at any time between the date hereof and the date on
which this guarantv shall expire submit a bank guaranty of six million U.S.
Dollars ($6.000.000) or of the value of the Shortfall in the form of the bank
Icttcr of guaranty attachcd, i such cvent the provisions of this guaranty shall
automatically lapse and be of no effect.

It 15 understood that this Guaranty and the responsibility of the Guarantor under
this Guaranty shall be reduced quarterly by the amounts spent by
CONTRACTOR and approved by EGPC.

This guaranty shall cxpire and become null and void on the datc six (6) months
after the end of the 2™ Extension period in 15/11/2020 and starting from
15/1/2017 or on the date EGPC confirms that CONTRACTOR fulfilled 1ts

obligations hereunder 1n this Zﬂd Amendment Agreement.
Yours Faithfully,

Merlon Petroleum El Fayum Company
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ANNEX "C-4"

Letter of Guaranty
Letter of Guaranty No., --- (Cairo ------------ 20---)

EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gentlemen,

The undersigned, National Bank of Egypt as Guarantor, herebv guarantees to
the EGYPTIAN GENERAL PETROLUEM CORPORATION (hereinafter
referred to as & EGPC  7) to the limat of ------====mmmmum- million U.S. Dollars
($---mmmmmmmm - ), the performance by Mcrlon Petroleum El Fayum Company
(heremafter referred to as “CONTRACTOR™) of its obligations required for
Exploration operations to spend a mimmum oOf -------memmeemm- million U.S.
Dollars ($--------------—-——-- ) during the ----------- (--) vear of the Exploration
period under Article -- of the 2™ Amendment Agreement of the Concession
Agreement 1ssued by virtue of Law No.147 of 2004 as amended by Amendment
virtue of Law No. 132 of 2010 "1 Amendment", covering El Fayum AREA |
Western Desert described in Annexes  “A-27 and “B-2" of this 2™ Amendment
Agrcement, by and between the Arab Republic of Egvpt (herematicr referred to
as A R.E"), EGPC and CONTRACTOR, dated ------- .

It 15 understood that this Guaranty and the hability of the Guarantor hereunder
shall b¢ reduced quarterly, durmg the period of expenditure of said ---------------
million U.S. Dollars ($---------- ) by th¢ amount of moncy cxpended by
CONTRACTOR for such Exploration operations during each such quarter.

Each such reduction shall be established by the joint written statement of

CONTRACTOR and EGPC.
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In the event of a claim by EGPC of non-performance or surrender of the
Agrcement on the part of CONTRACTOR prior to fulfillment of said minimum
cxpenditure obligations under the Concession Agreement as amended by this
2™ Amendment Agrecement ., there shall be no liability on the undersigned
Guarantor for pavment to EGPC unless and until such hability has been
established by wntten statement of EGPC setting forth the amount due under
this Agreement.

It 1s a further condition of this Letter of Guaranty that:

(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been informed m wnting by CONTRACTOR and
EGPC that this 2™ Amendment Agreement between CONTRACTOR.
A.R.E. and EGPC has become effective according to its terms and said
Guaranty shall become eftective on - *

(2) This Letter of Guaranty shall m any cvent automatically cxpire:

(a) - vears and six (6) months after the date it 'beéﬂmés
cttcciive, or

(b) At such tim¢ as the total of thc amounts shown on quartcrly jomnt
statements of EGPC and CONTRACTOR equals or exceeds the
amount of said mmimum expenditure obligation, whichever 1s earlier.

(3) Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest accompanied
by EGPC's writtcn statcment, sctting forth the amount of under-cxpenditure
by CONTRACTOR to the cffect that:

(a) CONTRACTOR. has failed to perform its expenditure obligations

referred to m this Guaranty. and



Vol aiu Gehaae | A 6 (8) 5 S ¥ daedl — Apan i 5ay all 1Y

Al Wl peaall  Jaad) aday ol Al Jslid) o ()
il vie o U le gy 13 ¢ Wl Baa olasall Ol saled sl

¢ al_gayl fj.ﬂé Jogals § gluads g

=



WY WA hael A LB (8) 5 S VY daadl — Ry )l 5y sl

(b) CONTRACTOR has failed to pay the expenditure deficiency to EGPC.
Please returm to us this Letter of Guaranty in the event 1t does not become
effective, or upon the expiry date.

Yours Farthfully.

ACCOUNIANT: —====mmmmmmmmmm e mm e e e e
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