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AMENDMENT AGREEMENT
OF
THE CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND
EXPLOITATION
IN
EL FAYUM AREA
IN
WESTERN DESERT
ISSUED BY VIRTUE OF LAW NO. 147 OF 2004

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
MERLON PETROLEUM EL FAYUM COMPANY

This Amendment Agreement 1s made on this  day of | , by and
between the ARAB REPUBLIC OF EGYPT (hereimnafter referred to as
"ARE" or as the "GOVERNMENT"), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created by Law No. 167 of
1958 as amended ( hereinafter referred to as " EGPC ") and MERLON
PETROLEUM EL FAYUM COMPANY, a hmited hability company
organized and existing under the laws of Cayman Islands (hereinafter
referred to as "MERLON" or "CONTRACTOR" ) .
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PREAMBLE
WHEREAS, the GOVERNMENT of the Arab Republic of Egypt , the
EGYPTIAN GENERAL PETROLEUM CORPORATION, MERLON
PETROLEUM EL FAYUM COMPANY entered into a Concession
Agreement for Petroleum Exploration and Exploitation in EL. FAYUM
AREA 1n the WESTERN DESERT, 1ssued by virtue of Law No. 147 of
2004 (Law No. 147 of 2004 hereinafter referred to as the "Concession
Agreement").
WHEREAS, CONTRACTOR desires to spend additional investments
and add two new exploration periods for carrying out additional
Exploration operations.
Now therefore , EGPC and CONTRACTOR agree as follows :

ARTICLE 1
Except as otherwise specified hereunder, the words and expressions
defined in the Concession Agreement shall have the same meaning in
this Amendment Agreement.

ARTICLE II

(1) Second paragraph of item (e) in Article III of Law No. 147 of 2004
shall be deleted and shall be replaced by the following:
On the Effective Date of this Amendment Agreement , and in the
event no Commercial Production of O1l in regular shipments or Gas
deliveries from any Development Block , each four (4) years from
the date of the Commercial Oil Discovery or from the date of first
(ISt) Gas deliveries for local or export, such Development Block
shall immediately be relinquished, unless there 1s a Commercial Oil
or Gas Discovery in the Development Lease. Each Development
Block in a Development Lease being partly within the radius of
drainage of any producing well in such Development Lease shall be
considered as participating in the Commercial Production referred
to above.
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ARTICLE III

Add the following at the end of Article IV paragraph (b) of Law No. 147
of 2004:-

The Exploration Area in this Amendment Agreement 1s that portion of
the Area that 15 remaimng in the Concession Agreement Area and which

has not been relinquished and not converted to a Development Lease (s)

on the Effective Date of thus Amendment Agreement , and for which no
request was submitted to EGPC to convert 1t into Development Lease(s)

before the end of the current Exploration period on 14/7/2010 | as

described by the boundary coordinates referred to in Annex (A-1) and

illustrated by the map 1in Annex (B-1) and the following provisions shall
apply:

]-

An Exploration period of three (3) years starting from 15/7/2010
(the end of the current Exploration period) (first (1St extension)
shall be granted to CONTRACTOR. One (1) successive extension
of three (3) years to this Exploration period shall be granted to
CONTRACTOR (second (2nd extension), at 1ts option , upon at
least tharty (30) days wntten notice to EGPC , subject only to 1its
fulfillment of CONTRACTOR’s obligations hereunder for that
period . Such notice shall be given not later than the end of the
Exploration penod .

During the three (3) year Exploration perniod (first ('ISt extension)
starting 15/7/2010, CONTRACTOR shall spend through the
Operating Company an ammount not less than twelve milhon U.S.
Dollars (US$12,000,000) on Exploration operations and activities
related thereto provided that CONTRACTOR shall dnll three (3)
wells. Duning the three (3) year (second (2nd extension) penod,
CONTRACTOR shall spend through the Operating Company not
less than twelve mllion U.S. Dollars (US$12,000,000) provided

that CONTRACTOR shall drill three (3) wells



VoV Ly Y1 6 () b Y0 il = dra Jl 5 2

A\

2 | (P PIN {  #So | W L3 | wb!/&&k&ﬁ.&l‘g‘.‘;w%}z&—f

Coedl liis oo JHll lalzall g SN o) i (Y—2) 5 (V- p)
S e Js el s s b3 kel 5ol sy Ul o il iy
LS Jus® 51 /5 g pladad Hia pladall 55+ sl oy b Jaat]
rie () don Gt G P Tpadd Tl S e oSS L o e
St 48l sl G Aty Sl Mas (Y e o) e
oy neall) il on 23laiol o35 J5LL e 2L Sad O Ldaally
&y (1) SN 5,28 LUty gl () T 3l ] ()l plnia)]
- adly Lede o il

Oy () &M LI Condl 5,0 s JHLal 5 15 Lo UL 3,
(A ) Ol () EMW Lpae i8lol 5,28 (S Y1 slaxe¥))
S gl (5 M5y Syl ol gy gl M dds o JIU e S
JosF o1/ 5 0 oS Wb placially shisa¥T 5 adx okl i o) lay
et ot sl ioaid Gl G (s LSS 550 W P e DS
s G 3 dlls Sl M0 (VY et o) e e
gl o 230zl (35 Jo] e DL olbanly AaslEl] S,

e 0 Judedl GLT piazis Eand) B a3 oo Jolill Jow Wl S - ¢

Coedl s e (1) I Ted) LS wie o] S adlng cpumsd| s
oo S Ll Coudl oldas Ao gl w3 Jolall 5,800 (Y1 slayh)
e Sl Mps (VY o ) e e YT Aos b e
b ol 48 (1) UL Ll e we ot o8 15] L Dl b L] doud]
gl s o ol e punts 8 ¢ ALY 1 oo S Likin G Tk



W N D B YE S () @l YO saall = e 5y 4

3-  CONTRACTOR shall submit a bank/production Guaranty to EGPC
in the form specified 1n Annex (C-1) and (C-2) covening the
mimmum Exploration and Development Expenditures obligations
stated 1n this Article above one day before the signature by the
Minister of Petroleum of this Amendment Agreement . Such
Guaranty shall be for guaranteeing the payment and/or transferring
a quantity of Crude Oi1l sufficient 1n value to cover the
deficiency between the sum of twelve mullion U.S. Dollars
($12,000,000) and the amount actually spent by the Operating
Company on behalf of the CONTRACTOR and approved by
EGPC (shortfall) . 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(first (1® extension) for one additional period of three (3)

years (second (2nd extension) , a similar Guaranty shall be

submitted by CONTRACTOR to EGPC on the day
CONTRACTOR exercises its option to extend. Such Guaranty
shall be for guaranteeing the payment and/or transfernng a quantity
of Crude O1l sufficient in value to cover the shortfall between the
sum of twelve mullion U.S. Dollars ($12.,000,000) and the amount
of money spent by the Operating Company on behalf of the
CONTRACTOR and approved by EGPC.

4-  Incase CONTRACTOR surrenders 1ts Exploration rights under this
Amendment Agreement as set forth above before or at the end of
the third (3“’) year of the Exploration period (first ( 1% extension)
having expended less than the total sum of twelve mullion U.S.
Dollars ($12,000,000) on Exploration, 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
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between the twelve million U.S. Dollars (US$12,000,000) and the
amount actually spent on Exploration and approved by EGPC shall
be paid by CONTRACTOR to EGPC at the time of swrendenng or
within six (6) months from the end of the third (3'%) vear of the
Exploration period (first (1% extension), as the case may be.

In case no Comimercial Discovery 1s established by the end of the
third (3% (first (1% extension) vear, or in case CONTRACTOR
surrenders the Exploration Area under this Amendment Agreement
prior to such time, EGPC shall not bear any of the aforesaid
obligations spent by CONTRACTOR.

ARTICLE IV

Article V third paragraph (a) Mandatory of Law No. 147 of 2004 shall be
deleted 1n 1ts entirety, and shall be replaced by the following:

At the end of the third (3™) year starting from 15/7/2010 [ the first (1%
extension penod| , CONTRACTOR shall relinqush to the
GOVERNMENT twenty five percent (25%) of the Exploration Area not
then converted to a Development Lease or Leases.

At the end of the sixth (6™) year ending on 14/7/2016 [ the second (2™

extension period]| , CONTRACTOR shall relinquish the remainder of the
Exploration Area not then converted to a Development Lease or Leases.

ARTICLE V¥V

Add the following at the end of Article VII first paragraph (1) a of Law
No. 147 of 2004:-

CONTRACTOR shall recover quarterly Explorattion Expenditures,
Development Expenditures and Operating Expenses with respect to the
Exploration Area as defined in Annex (A-1) which will be incurred after
15/7/2010 to the extent and out of thirty percent (30%) of all Petroleum
produced and saved and not used in Petroleum operations from all new
Development Leases which will be approved within the Exploration Area
herein after 15/7/2010 .
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ARTICLE VI
Add the following at the end of paragraph (g) of Article IX of Law No.
147 of 2004:-
1) CONTRACTOR shall pay to EGPC as a non - recoverable

signature bonus the sum of two million U.S Dollars
(US$2,000,000) on the Effective Date of this Amendment
Agreement. CONTRACTOR shall also pay to EGPC as a non -
recoverable signature bonus the sum of one mullion U.S
Dollars (US$1,000,000) upon entering the second extension

period.

2) CONTRACTOR shall also pay to EGPC an amount equal to ten

3)

4)

percent (10%) of the value of each assignment deal upon
approving each assignment submit by CONTRACTOR 1itself or
any other CONTRACTOR member (except assignment to the
Affiliated Companies) valued in Umted States Dollars as a

non-recoverable assignment bonus .

CONTRACTOR shall also pay to EGPC the sum of one hundred
thousand U.S Dollars (US$100,000) for each one minute by
one minute block within each approved Development Lease
staring from the date of the first (1™) extension period

15/7/2010 as a non-recoverable bonus .

CONTRACTOR shall pay to EGPC the sum of fifty thousand
United States Dollars (U.S.$50,000) as a traiming bonus for
the training of EGPC employees in departments of Agreements
and Exploration , Production and Control Foreign and Joint

Venture companies.
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ARTICLE VII
ANNEXES TO THIS AMENDMENT AGREEMENT

Annex "A-1" 1sthe coordinates of the corner points of the Exploration
Area.

Annex "B-1"1s an 1illustrated 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
time of signature by the Mimster of Petroleum of this
Amendment Agreement , for guaranteeing covering the
shortfall between the sum of twelve million U.S. Dollars
($12,000,000) and the amount actually spent by
CONTRACTOR and approved by EGPC.

Annex"C-2" 1s a form of a bank letter of guaranty to be used in case of

production is not enough .
ARTICLE VIII

Except as specifically amended hereby, the Concession Agreement shall
continue 1n full force and effect in accordance with 1ts 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 1s 1ssued by the competent authorities 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
Agreement full force and effect of law notwithstanding any
countervailing governmental enactment .

MERLON PETROLEUM EL FAYUM COMPANY

By :
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
By:
THE ARAB REPUBLIC OF EGYPT
By:
DATE :
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Coordinates of the corner points of the Area are given in the following
table which forms an integral part of this Annex "A":-

BOUNDARY COORDINATES
OF
EL FAYUM AREA
IN
WESTERN DESERT
AREA (A) :

Latitude (North) Longitude (East)

Z
e

20° 51> 00.0" 31° 06> 00.0"
20° 45 00.0" 31° 06> 00.0"
29° 45 00.0" 31° 03 00.0"
29° 42> 00.0" 31° 03 00.0"
20°  42°  00.0" 31°  06”  00.0"
39 00.0" 31° 06>  00.0"
39 00.0" 31° 12> 00.0"
26> 15.0" 31° 122 00.0"
26> 15.0" 31° 11 20.0"
24> 30.0" 31° 117 20.0"
24> 30.0" 31° 08  55.0"
24> 00.0" 31° 08 55.0"
24> 00.0" 31° 03 14.0"
18 00.0" 31° 03 14.0"
187 00.0" 31°  00°  00.0"
23" 00.0" 31° 00> 00.0"
23" 00.0" 30° 56> 00.0"
227 00.0" 30° 56> 00.0"
227 00.0" 30° 54 00.0"
18 00.0" 30° 54 00.0"
18 00.0" 30° 33 00.0"
24> 00.0" 30° 33 00.0"

RS |n|=|W]ba|—
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Latitude (North) Longitude (East)

20° 24 497" 30° 36> 00.0"
20° 23> 00.0" 30° 36> 00.0"
20° 23> 00.0" 30° 370 00.0"
29° 22> 00.0" 30° 37 00.0"
20° 22> 00.0" 30° 39" 00.0"
29° 24 00.0" 30° 39 00.0"
20° 24 00.0" 30°  40°  00.0"
257 00.0" 30° 400 00.0"
25 00.0" 30° 36> 39.09"
250 13.0" 30° 37 30.0"
260 320" 42> 00.0"
257 00.0" 42> 00.0"
25 00.0" 44> 00.0"
24> 00.0" 44> 00.0"
24> 00.0" 47 00.0"
257 00.0" 47 00.0"
257 00.0" 50 00.0"
26> 00.0" 50 00.0"
26> 00.0" 527 00.0"
27 00.0" 527 00.0"
277 00.0" 55> 00.0"
28" 48.0" 55> 00.0"
28" 48.0" 55 25.0"
38 15.0" 55 25.0"
38  15.0" 49°  55.0"
43> 00.0" 49> 55.0"
43> 00.0" 517 00.0"
517 00.0" 517 00.0"
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AREA (B):

Latitude (North)

Longitude (East)

42’

00.0"

27

00.0"

40°

00.0"

23

00.0"

33’

00.0"

23

00.0"

33’

00.0"

12°

00.0"

39°

00.0"

12

00.0"

39°

00.0"

18

00.0"

42’

00.0"

18’

00.0"

Latitude (North)

25

15.456"

7

37.956"

25

48.216"

07

50.016"

25

53.832"

7

50.592"

26’

0.852"

07

49.332"

20°

0.504"

07

47.172"

206°

0.528"

07

45.444"

27

1.872"

06’

43.92"

20°

53.34"

05°

52.224"

wolw|aloalu|lsalw|o]— z

25

46.452"

06’

58.068"

[a—
-

25

17.904"

06’

53.928"

[a—
[a—

23

42.144"

05’

12.588"

[S—
-

23

18.42"

05°

34.116"

[a—
)

23

10.14"

05°

42 .9"

[a—
I

24

5.976"

06’

43.092"

[S—
n

24

45.648"

07

25.86"
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ANNEX "C-1"
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference 1s made to the Amendment Agreement of the Concession
Agreement for Petroleum Exploration and Exploitation in EL. FAYUM
Area, Western Desert 1ssued by virtue of law No. --------- of ------------
for amending the Concession Agreement issued by virtue of Law No.147
of 2004, by and between the Arab Republic of Egypt (A.R.E.) , The
Egyptian General Petroleum Corporation (EGPC) and MERLON
PETROLEUM EL FAYUM COMPANY (MERLON) ("MERLON "
hereinafter referred to as "CONTRACTOR" ).

MERLON PETROLEUM EL FAYUM COMPANY which is the partner
with EGPC in the Concession Agreement issued by law No. 147 of 2004
in EL FAYUM Area , as Guarantor and on behalf of CONTRACTOR hereby
undertakes that, 1f CONTRACTOR spends in Exploration Area herein
during the three (3) year period starting from 15/7/2010 less than the
mimmum amount specified for such period of twelve million (12, 000, 000)
U.S. Dollars under this Amendment Agreement (the difference being
hereunder described as "Shortfall"), EGPC shall notify MERLON
PETROLEUM EL FAYUM COMPANY as CONTRACTOR and as
Guarantor 1n writing by the amount of the Shortfall. Within fifieen (15)
days of receipt of said notice, MERLON PETROLEUM EL FAYUM
COMPANY ,on behalf of CONTRACTOR shall pay and/ or transfer to
EGPC a quantity of Crude Oil sufficient in value to cover the Shortfall.
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In case said Crude Oil shall be transferred ,it will be deducted from the
share of MERLON PETROLEUM EL FAYUM COMPANY of Crude
O1l production from the Development leases, pursuant to the terms of the
Concession Agreement for Petroleum Exploration and Exploitation
1ssued by wvirtue of law No. 147 of 2004 and said Crude Oil shall be
valued at the time of the transfer to EGPC in accordance with the
provisions of Article VII (¢) of the Concession Agreement issued by

virtue of law No. 147 of 2004 in EL FAYUM Area.

MERLON PETROLEUM EL FAYUM COMPANY may at any time
between the date hereof and the date on which this Guaranty shall expire ,
submit a bank guaranty of twelve mullion (12, 000, 000) U.S. Dollars or
this 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 si1x (6)
months after the end of the three (3) year period starting from 15/7/2010
or on the date EGPC confirms that CONTRACTOR fulfills its

obligations hereunder.

Yours Faithfully,
MERLON PETROLEUM EL FAYUM COMPANY
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ANNEX "(C-2"
Letter of Guaranty
Letter of Guaranty No. --- {Cairo ------------ 200--)
EGYPTIAN GENERAL PETROLEUM CORPORATION.

Gentlemen,

The undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the EGYPTIAN GENERAL  PETROLUEM
CORPORATION ({ hereinafter referred to as " EGPC ") to the lirmt of
----------------------- million U.S. Dollars ($------mmeeeeeeeaaa) the
performance by "--emmommmmmcce e " (heremnafter referred to as
"CONTRACTOR") of its obligations required for Exploration operations
to spend a mummum of ------memmeee--- mullion U.S. Dollars
T )} during the imtial -----eeemeee-- (-----) year of the
Exploration period under Article IV of that certain Concession
Agreement (hereinafter referred to as the "Agreement") covering that
Area described 1n Annexes "A" and "B" of said Agreement, by and
between the Arab Republic of Egypt (hereinafter referred to as "A.R.E"),
EGPC and CONTRACTOR, dated ------- .

It 1s understood that this Guaranty and the lhability of the Guarantor

hereunder shall be reduced quarterly, during the peniod of expenditure of

SAld —---mmmme e million U.S. Dollars ($------------- ) by the
amount of money expended by CONTRACTOR for such Exploration

operations during each such quarter. Each such reduction shall be
established by the joint wntten statement of CONTRACTOR and
EGPC.

In the event of a ¢laim by EGPC of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
mimmum expenditure obligations under Article IV of the Agreement,
there shall be no hability on the undersigned Guarantor for payment to
EGPC unless and until such liability has been established by wrnitten
statement of EGPC sething forth the amount due under the Agreement.
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It 1s a further condition of this Letter of Guaranty that:

(1)

2)

3)

This Letter of Guaranty will become available only provided that

the Guarantor will have been informed in wnting by
CONTRACTOR and EGPC that the Agreement between
CONTRACTOR, A.R.E. and EGPC has become effective according
to its terms and said Guaranty shall become effective on the
Effective Date of said Agreement.

This Letter of Guaranty shall in any event automatically expire:
(a) ------------ (-----) years and six (6) months after the date it

becomes effective, or

(b) At such time as the total of the amounts shown on quarterly
joint statements of EGPC and CONTRACTOR equals or
exceeds the amount of said mimimum expenditure obligation,

whichever 1s earlier.

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 written statement, setting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has failled to perform i1ts expenditure

obligations referred to in this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure deficiency
to EGPC.

Please return to us this Letter of Guaranty in the event it does not
become effective, or upon the expiry date.

Yours Faithfully,

Accountant : ------==-==mmmmmmmmmemm e



