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AMENDMEN’%{?& GREEMENT
THE CONCESSIQN AGREEMENT

FOR PETROLEUM EXPLORATION AND
EXPLOITATION

IN
NORTH WEST DEMIATTA OFFSHORE AREA
NILE DELTA
ISSUED BY VIRTUE OF LAW NQO. 9 OF 1998
AS AN.[ENDED BY VIRTUE OF LAW NO. 2 OF 2001
- BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

"AND
SHELL EGYPT N.V.

This Amendment Agreement is made on this  day of , 2007, by and
between the ARAB REPUBLIC OF EGYPT (heramaftcr referred to as
the "GOVERNMENT" or "A.R.E."), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created by Law No. 167
of 1958 as amended ( hereinafter referred to as ™ EGPC " ), SHELL
EGYPT N.V., a public limited liability company organized and existing
under the laws of the Netherlands (hereinafter referred to as "SHELL" or
"CONTRACTOR").

WITNESSETH

WHEREAS, the GOVERNMENT of the Arab Republic of Egypt , the
EGYPTIAN GENERAL PETROLEUM CORPORA’I‘ION SHELL
Egypt N.V. and Edison Internationai s.p.a. entered into a Concession
Agreement for Petroleum Exploration and Exploitation in North West
Demiatta Offshore Area , Nllc Delta, which was issued by wirtue of
Law No. 9 of 1998 as amended by virtue of Law No. 2 of 2001 (Law
No. 9 of 1998 and Law No. 2 of 2001 hereinafter referred to as the
"Concession Agreement”).
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WHEREAS, as a result of several assignments, the CONTRACTOR m
the Concession Agreement is SHELL EGYPT N.V. | KUFPEC (EGYPT)
Lid. and GAZ De France Bxploration Egypt B.V, 5

WHEREAS, KUFPEC (BGYPT) L. and GAZ De France Exploration
Egypt B.V. have declined to participate in such extension and

amendment of the Concession Agreement and now the CONTRACTOR
is SHELL Beypt N.V.; |

WHEREAS, CONTRACTOR desires to expend additional nvestments
and perform additional Exploration and Development operations in the

Area covered by this Amendment Agreement, extend and amend the
Concession Agreement;

NOW, THEREFORE, the parties agree as follows:
ARTICLE 1

Bxeept as otherwise specified hereunder, the words and expressions
defined in the Concession Agresment shall have the same meaning in
this Amendment Agreement. ‘

ARTICLE X

- Add the following at the end of ARTICLE IV of the Law No. 9§ of
1998:. |

"The Exploration Area™ in this Amendment Agreement, as of the
Effective Date of this Amendment Agreement, is the Area as described
by the boundary coordinates hereinafter referred to in Annex (A-1} and
{Hiustrated by the map in Annex (B-1) in this Amendment Agreement and
the following provisions shall apply:

aa) An Exploration Period of three (3) years starting from the Eifective
Date of this Amendment Agreement shall be granted 10
CONTRACTOR. One (1) extension of two (2) years to thig
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Exploration period shall be granted to CONTRACUTOR, at #ts
option , subject only to the CONTRACTORs fulfillment of his
obligations hereunder for the inital three (3) year period, upon
written notice which shall be given to EGPC by CONTRACTOR
not jater than thinty (30) days prior (o the end of the Exploration
period .

b} During the three (3) year Exploration Period, CONTRACUTOR
shall spend a minimum of twenty five million US. Doliars
(US$25,000,000) on Exploration operations and activities related
thereto provided that CONTRACTOR shall drill one (1) deep well.
In the event CONTRALUTOR elecis to enter the two (2} yoar
extension period, CONTRACTOR shall spend & minimum of
rwenty mitlion U.S. Dollars (US$20,000,000) provided that
CONTRACTOR shail also dilt one {1) deep well,

CONTRACTOR shall submit a Guaranty o EGPC in the form
specified  in Aonex (C-1) covering the CONTRACTOR's
minimum Exploration Expenditures obligations stated in this
Article above one day before the signature by the Minister of
Petroteum of this Amendment Agreement . Such Guaranty shail be
for gusranteging the payment and/or transferring a quantity of
Crude Oil sufficient in value to cover the deficiency between the
sum of twenty five million U.S. Dollars (US$25,000,000) and the
amount actually spent by CONTRACTOR and approved by EGPC
{(shorifall) . The Guaranty shall remain effective for six (6) months
after the end of the three (3) year period stated above,

In the event CONTRACTOR extends the three {3) year Exploration
Period for one {1} additional period of two (2} years, a similar
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Guaraniy shall be submitted by CONTRACTOR to EGPC on the
day the CONTRACTOR exercises its option to extend. Such
Guaranty shall be for guarantecing-the payment andfor trapsferring
a quantity of Crude Oil sufficient in value to cover the shortfall
between the sum of twenty million U.S. Dollars (US$20,000,000)
and the amount of money actually spent by CONTRACTOR and
approved by EGPC.

cc) It CONTRACTOR spends more than the minimum amount
required S0 be expended, or drills more wells than the minimom
required to be drilled during the three (3) year Expluranun Period,
“the excess inay bé subtracted from the minimum amount of mofiey
reqoired to be expended, or the minimum number of wells:required
to be drilled by CONTRACTOR du:nng the succecdmg two (2)

- year extension period.’

dd) In case CONTRACTOR surrenders its Explotation rights under this

. -Amendment Agreement as set forth above, before or at the end of
the third (S"j) year of the Exploration Period having expended less

" than- the total sum of twenty five million U.S. Dollars
(US$25 000,000) on Expluratmn or in the event at the end of
the third (3%) year, CONTRACTOR has expended less than that
sum 1n the Exploration Area, an amount equal to the difference
between the twenty five million U.S. Dollars (US$25,000,000)
above noted and the amount actually spent on Exploration in
the Exploration Area shall be paid by CONTRACTOR to EGPC at
the time of surrendering or within 81X (6) months from the end of
the third (3“") year of the Expluratmn Period, as the case may be.
Any  Exploration  Expenditures  deficiency spent . by
CONTRACTOR at the end of the two (2) year extension period for
the reasons above noted shall similarly result in a payment by
CONTRACTOR to EGPC of such deficiency.
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In case no commercial discovery.is established by the end of the
fifth (5) year, or in case CONTRACTOR sumenders the

Exploration Area under this Amendment Agreement prior to such

time, EGPC-shall not bear any of the aforesaid obligations spent by
CONTRACTOR.

ARTICLE LI

-Add the following at the end of Asticle V of law No. 9 of 1998 :
(aa) Mandmory - -

At the end of the third (3*) year after thé Effective Date of this
Amendment Agreement , CONTRACTOR shall relinquish to the

- GOVERNMENT a total. of twenty five percent { 25 %) of the

original Area on the Effective date not then converted into a
Development Lease or Leases. Such relinquishment shall be in a
single unit of whole Exploration Blocks not converted into

- Development Leases-unless otherwise agreed upon between EGPC

and CONTRACTOR so as (0 enable the relinquishment
requirements to be precisely fulfilled.

At the end of the fifth (Sth) year after the Effective Date of this
Amendment Agreement, CONTRACTOR shall relinquish the
remainder of the Area not then converted into a Development
Lease or Leases.

In the event at the end of the initial Exploration period or the
extension period; a well s actually drilling or . testing,
CONTRACTOR shall be allowed up to six (6) months to enable it
to discover a Commercial Oil or Gas Well or to establish a Commercial
Discovery, as the case may be. However, any such extension of up
to six (6) months shall reduce the length of the next succeeding
Exploration period, as appircable, by that amount.
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ARTICLE IV

- The two paragraphs (a) (1) (i) and (a) (1) (i1} of Article VII of the Law
No. 9 of 1998 shall be deleted and replaced by the following: .-

(i))'Exploration Expenditures”, including those accumulated prior to
the commencement of initial Commercial Production, which for the
purposes of this Concession Agreement shall mean the date on
which the first regular shipment of Crude Oil or the first delivenes
of Gas are made , shall be recoverable at the rate of twenty percent
( 20%) per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which imtial
Commercial Production commences, whichever is the later date.

(n)"'Development Expenditures”, including those accumulated prior to
the commencement of initial Commercial Production which for the
purposes of this Concession Agreement shall mean the date on
which the first regular shipment of Crude O1] or the first deliveries
of Gas are made, shall be recoverable at the rate of twenty
percent (20%) per annum starting either in the Tax Year in which
such expenditures are incurred and paid or the Tax Year in which
initial Commercial Production commences, whichever is the later
date.

All Expenditures related to the law No. 9 of 1998 as amended
which incurred and paid before the Effective Date of this
Amendment Agreement shall not be recovered .

- Paragraph (a) (2) of Article VII of the Law No. 9 of 1998 shall be
deleted and replaced by the following :-

(2) Except as provided in Article VII (a) (3) and Article VII (e)
(1), CONTRACTOR shall each quarter be entitled to take
and own all Cost Recovery Petroleum,which shall be taken
and disposed of in the manner determined pursuant to Article
VII (e). To the extent that the value of all Cost Recovery
Petroleum [ as determined in Article VII (¢) ] exceeds the
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actual recoverable costs and expenditures, including any
carry forward under Article VII (a) (1} (iv), to be recovered
in that quarter , then the value of such Excess Cost Recovery
Petroleum shall be divided between BEGPC and CONTRACTOR,
as for the Crude Oil it shall be divided pursuant to the
percentages stated in Articie VI (B) (1} {1) and as for Gas it
shail be divided as seventy five percent {75%) for EGPC and
twenty five percent (25%) for CONTRACTOR. EGPU's
share shall be paid by CONTRAUTOR to BEGPC either (1) m
cash in the manner set forth in Article IV of the Accounting
Procedure contained in Annex "D or (i) in kKind in

accordance with Articte VI (a) (3) of the [aw No. 9 of 1998 .

- Paragraph (ii) Gas and LPG of (b) (1) of Article VII of the l.aw No. 9
of 1998 shall be deleted and replaced by the following -

Gas and LPG:-

Gas and LPG produced and EGPC CONTRACTOR

waved under this Agreement
: SHARE SHARE
and not used m Petroleum

operations (MMSCEFD)
{quarterly avorage},

{ seventy percent ) { thirty percent )
{ 70%) (30%:)
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ARTICLE V

- The paragraph (d) of Article IX of the Law No. 9 of 1998 shall be
deleted and shall be replaced by the following :-

(d) CONTRACTOR shall also pay the following bonuses :-

| -

+

CONTRACTOR shall pay to EGPC the sum of {ive million
1.8 Dollars (US$5,000,000) on the Effective Date of this

Amendment Agreement.

CONTRACTOR shall pay to EGPC as a bonus the sum of two

million U.S Dollars (US$2,000,000) upon approval of each

Development Lease.

CONTRACTOR shait pay to EGPC the sum of two million
U.S Doliars (US$$2,000,000) as a production bonus when the
cumulative production of Gas from the Area first reaches the
(0.25) trillion cubic feet. Payment will be made within fifteen

(15) days thereafter.

CONTRACTOR shall pay to EGPC the sum of three million
U.S Dollars (1US$3,000,000) as a production bonus when the
cumulative production of Gas from the Area first reaches the

(0.5) trillion cubic feet. Payment will be made within fifteen

(15) days thereafter.

CONTRACTOR shall pay to EGPC the sum of four million
U.S Dollars (US$4,000,000) as a production bonus when the
cumulative production of Gas from the Area first reaches the
(1) tnllion cubic feet. Payment will be made within fifteen (15)

days thereafter.
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6- CONTRACTOR shait pay to EGPC the sum of five million U.S
Dollars (US$5,000,[}00) as a production bonus when the
curnulative produetion of Gas from the Area first reaches the
(1.5) trillion cubic feet. Payment will be made within fifteen

(15) days thereafter.

- All the bonuses in this Article .shall in no event be recovered by
CONTRACTOR .

- In the event of the existence of Commerciat Oil production ,the formula
in the paragraph (f) of Article IX of the law:No. 9 of 1998 shall be
deleted and shall be replaced by the following :-

MSCF x H x 0.167 = equivalent barrels of Crude Oil
ARTICLE VI

- Paragraph 1 (1) of Article I of the Law No. 2 of 2001 shalt be
renumbered and replaced by the following:

(I) (a) The Cost Recovery and Profit Shares of Gas for local market and

- also the Gas for Cost Recovery in case of exporting according to

the Gas Sales Agreement between EGPC and CONTRACTOR

(as sellers) and EGPC or EGAS (as buyer) entered into pursuant

to Article VII (e) , shall be valued, delivered to and purchased by

EGPC at a price determined monthly according to the formula
mentioned in Article I of law Ne. 2 of 2001.

- Add the following at the end of Article I of the Law No. 2 of 2001:-

(1) (b) The Profit Shares of Gas in case of exporting according to the Gas
Sales Agreement between EGPC and CONTRACTOR (as seliers)

.and EGPC or EGAS (as buyer) entered into pursuant to Article

VII (e) , shall be valued , delivered to and purchased by EGPC at

a net back price .
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ARTICLE VII

ANNEXES TO THIS AMENDMENT

Annex "A-1" is the coordinates of the corner points of the Exploration

Area.

Annex "B-I" 1s an illustrated map of the Exploration Area described in

Annex "A-1".

Annex"C-1" 1s a form of a guaranty to be submitted by Guarantor on
behalf of CONTRACTOR to EGPC one (1) day before
the date of signature by the Minister of Petroleum of this
Amendment Agreement, for guarantieeing the covering of
the shortfall between the sum of twenty five million U.S.
Dollars (US$25,000,000) and the amount actually spent by
CONTRACTOR and approved by EGPC.

Annexes "A-1", "B-1" and "C-1" of this Amendment Agreement are
hereby made part hereof and they shall be considered as having equal

force and effect with the provisions of this Amendment Agreement .
ARTICLE VIII

Except as specifically amended hereby, the Concession Agreement shall
continue in full force and effect tn accordance with its terms. However,
in case of any conflict between the provisions of the Concession

Agreement and the provisions of this Amendment Agreement, the latter

shall prevail.
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ARTICLE IX

The Effective Date of this Amendment Agreement shall be the date it 1s
signed by the parties after a law is issued by the competent authornities of
the A.R.E., authorizing the Minister of Petroleum to sign it on behalf of
the GOVERNMENT of the ARE. and giving this Amendment
Agrcement full force and effect of law notwithstanding any

countervailing governmental enactment .

SHELL EGYPT N.V.
By :
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
By:
THE ARAB REPUBLIC OF EGYPT
By :

DATE :
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Coordinates of the comer points of the Area are given in the following
table which forms an integral part of Annex "A™;

BOUNDARY COORDINATES
OF
Northwest Demiatta offshore CONCEESION
IN
NILE DELTA

LONGITUDE
31 24 n__

D 31025 oo

00" 1 31" 28 60"

L. JRCTR AT
IV 3¢ oo
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317 2% 30“ )
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318 000
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ANNEX "C-1"
THE GUARANTY
THE EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference is made o the Amendment Agreement of the (Concession
Agreement for Petroleum Exploration and Exploitation it North West
Demiatta Offshore Area, Nile Delta issucd by law No.-— of 200-- by
and between the Arab Republic of Egypt {A R.E.), The Egyptian General
Petroleum Corporation (EGPC), SHELL EGYPT NV, (hereinafter
referred to as "SHELL" or as "CONTRACTOR"),

SHELL BGYPT N.V. which is the partner with EGPC in the Concession
Agreement issued by law No. 9 of 1998 as amended by virtue of Law
No. 2 of 2001 in North West Demiatta Offshore AREA, Nile Delta, as
Guarantor and on behalf of CONTRACTOR hereby undertakes that, if
CONTRACTOR spends in  Exploration Area during the perniod of
three (3) years from the Effective Date of this Amendment Agreement
less thun the minimum  amount specified for such period of wenty
five mtilion U.S., Dollars ($25.000,0060) under this Amendment
Agreement (the difference being hereunder described as "Shortfail"),
EGPC shall notify the CONTRACTOR and SHELL EGYPT N.V. as
Guarantor in writing by the amount of the Shortfail. Within fifteen {15)
days of receipt of said notice, SHELL EGYPT N.V., on behalf of
CONTRACTOR shall pay and/ or transfer to EGPC a quantity of

Petroleum sufficient in value 10 cover the Short{all
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In case said Petroleum shall be transferred ,it will be deducted from the
share of SHELL of Petroleum production from any Concession
Agreement in A.R.E. and said Petroleumn shall be valued at the time of
the transfer to EGPC in accordance with the provisions of Article VI (¢)

of the Concession Agreement from which Shell's share has been taken.

CONTRACTOR may at any time between the date hereof and the date
on which. this Guaranty shall expire, submut a bank guaranty of twenty
five million U.S. Dollars ($25,000,000) or the value of the Shortfall in a
form satisfactory to EGPC, in which event the provisions of this

Guaranty shall automatically lapse and be of no effect .

This Guaranty shall expire and become null and void on the date six (6)
months after the end of three (3) year period from the Effective Date of
this Amendment Agreement or on the date EGPC confirms that
CONTRACTOR has fulfilled its obligations hereunder.

Yours Faithfully,

SHELL EGYPT N.V.

DATE ---- -
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