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. MEMORANDUM OF UNDERSTANDING
THIS MEMORANDUM OF UNDERSTANDING (this “MOU™) is made by and betiveen:

The Government of the Federstlon of Bosnla and Herzegovina, having its main office at Allpaina
41, Sarajevo, Pederation of Bosnia and Herzegovina represented by its Prime Minister, Mr. NERMIN
NIKSIC end its Fedeial Minlster of Bunergy, Mining and Industry, Mr, BRDAL TRHULJ (the
“"Government”); and

Shell Exploration Company B.V., a company incotporated in the Netherlands and having ifs registered
office at Carel van Bylandilaan 30, 2596 HR The Hague, the Netherlands represented by its Attomeys-
in-Fact, Messrs, MARGCUS ANTONINI and MICHAREL FOLEY (“Shell),

(in this MOU, the Government and Shell are also jointly referred to as the “Parties” and individually
as a “Party")

WHEREAS:

1. The Government, in order to progress the economic development of the Federation of Bosnia
and Herzegovina, wishes to altract internatlonal investment for ths exploration and
development of hydrocarbons resowrces in the Federation of Bosnia and Herzegovina;

2. Shell, as a leading international oil and gas company, is experienced in exploring for and
developlng hydracarhon resources avound the world and has expressed an interest to the
Government to explore for such resources in the Federation of Bosnla end Herzegoving;

3. The Parties wish to jointly examine possibilitiss of co-operation in developing hydrocarbons
opportunities In the Pederation of Bosnia and Herzegovina as contemplated by Artlele I; and

4, The Parties have coine to a general understanding on how, and on what basls, they wish to
conduct such joint examination, and wish to record such understanding in this MOU,

THEREFORE, NOW, THE PARTIES RECORD THE FOLLOWING;

DEFINITIONS

“Affillate’ means with respect to Shell, any company ot legal entify which () either directly or
indlrectly controls Shell, or (ii) which 1s controlled directly or indirectly by Shell, or (iil) is directly or
indivecily cantrolled by & company ot legal entity which divectly or indirectly controls Shell. For the
purpose of this definition, "Control” means the iight to exercise more than 50% of the voling rights in

the appointment of the direclors of such company or legal entity.

“Effective Date” means the date upon which this MOU has been signed,
1 SCO¥E OF THIS MOU

1.1 Within one (1) year from the Effective Date Shell will, at its own expense in sccordance with
Atticle 4,1, provide to the Government the following:

(8) digitalization of the geological and geophysical data relating to the MOU Area made
' avatlable to Shell by the Government;

(b)  aninitia) geological and geophyslcal sereening of said data; and

(0) astructural reconstruction of the fold thrust belt uslng state of the art tools, technology
and Inslghts, :

Shell's dellverables desoribed in this Article 1.1 shall be based on the geologloal and
geophysical data provided by the Government to Shell within the fist three (3) months from
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the Bffeclive Date. Shell shall consult the Geological Survey of the Federation of Bosnia and
Herzegovina (the “Geologice! Survey”) on the format In which this data shall be provided to
the Government to ensure such format Is compatible with computer software programimes
used or to be used by the Geological Survey (fe., ArcGIS or Arcinfo and for .nagy files,
Petrel or Klngdom Suite, or as otherwise agreed).

The Parties, or in the cese of Shell its designated Affiliate, agree to share geological and
geophysical data for the purposes degeribed above in this Article 1.1 and, if applicable, in
Aitlole 1.2, To this end, the Government will ask “Energoinvest" d.d. Sargjevo
(“Energolnvest™) as well as any relevant previous owners of exploration rights in the MOU
Area or their Jegal successors for (copies of) the data gathered and provide such data to Shell
4% soon a9 possible. The Govertinent will finthermare provide Shell, throngh the Geclogleal
Survey or otherwise, with any other necessary information and samples that relafe to the
Project Objectives, if avallable,

After completion of the work desorlbed in Axticle 1,1, Shell will have the option to conduct,
at its own expense in accordance with Anticle 4.1, a play based evaluation covering the
Federation of Bosnia and Herzegovina, based on the data made avallable by the Government
and regional studies conducted by Shell or its Affiliates.

Shell will nofify the Governument in writing not later than eleven (11) months after the
Effective Dale whether it exercises ils oplion to conduct such play based evaluation or
whether it will terminate the MOU in accordance with Article 8.2, IF Shell so exerclses Ifs
optlon, the Parties, or in the case of Shell its deslgnated Affiliate, shall cooperate fo ssess
the hydrocarbon production potentlal throughout the territory of the Federation of Bosnia
and Herzegovina (the “MOU Avea™), with the alm of ldentifving the most prospective
acreage within the MOU Area conslstlng of iquare kilometers (
km2}, unless otherwise mutvally agreed by the Partles (the “Exploration Area”). Such play
based evaluation shall consist of a review of the geological, geophysical, hydrogeological
and oilier lechnical aspects of the MOU Area.

Subject to Article 8.3, Shell shall provide the Government with a comprehensive report of
the play based evaluation, which will include the resulls of the activities and analyses
desoribed in Attachment 1, within fen (10) months flom the date it has nofified the
Government of the exercise of the sald option.

In recognitlon of the play based evalyation condusted by Shell pursuant to Article 1.2, the
Paities, or in the ense of Shell its designated Affiliafe, will preferentially end exclusively
negotiate, in good faith, and subject to Article 7, one or several concessions, licences or
productlon sharing agreements which provide Shell or its Affiliales with the exelusive right
to explore for, appraise and, il successful, to commercially develop and produce
hydrocarbons in the Bxploration Arca (sach, a “Petroleum Licence” or “Deflnltive
Agreement™), with the aim of the Government issuing to Sheli (or its designated Affiliate)
such Petroleum Licence(s), or the Partles (or in the case of Shell its designated Affiliate)
entering into such Definitive Agreemeni(s) within twenty-four (24) months of the Bffectlve
Date of this MO,

Bach Petroleum Licence or Deftuitlve Agreement will provide for mutually acceptable teuns
and conditions under which Shell or its deslgnated Affiliafe will cary out exploration,
apprafsal and development actlvities within the designated Exploration Area in accordance
with applicable laws and regulations.

The exploration, appraisal end commercial development and production rights ynder such
Petrolenm Licences or Definitive Agresments shall cover the full lifecycle of all activities
necessary to produce hydrocarbons, Details of such development and production will depend
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on the identification of the commercially viable resources to be preduced, but will include
the construction, development, osvnorship, operation and expansion of all the necessary
production, processing and storage facilities, power generation, trausport and distribution
infrastructure, the wholesale nnd retail of products, eitier to the domestic market or for
export, together with all commercial transactions necessary to achieve the foregaing,

For the purposes of this MOU the foregoing content of this Articls 1 shall collectively be
referred fo as the “Project Objectives®.

Shell will conduct its getivities under this MOU in accordance with the Shell Group Business
Principles, Health, Safaty, Secwity and Bavironmental Principles, and Code of Conduct,
copies of which has been received by the Government.

THE MOU AREA AND THE EXPLORATION AREA

For the term of this MOU the Govemment hereby grants Shell and its Affiliates the
exclnsive right to assess the hydrocarbon production potential of the MOU Ares,

The Government has approved that effective as of 4 November 2011 Energoinvest assigns
and transfers to Shell all geological survey results obtained by Energoinvest under the
Geological Survey Licence issued to Bnergoinvest on 12 September 2007 and any
predecessor of such Geological Survey Licence (the “Licence’) under the terms of a separate
assignment agreement to be entered info by Energoiuvest and Shell on 4 November 2011
Timmediately following the said assignment and tvansfer, the Government shall revoke the
Licence. The Govermnent confitng and warrants that;

(&) the assignment and fransfer of the said geological survey results by Energoinvest to
Shell is in accordance with the laws of the Federation of Bosnia and Herzegovina;

(b)  other than this MOU, Shell needs no further Govermnent approvals, consents, licences
or permits to conduct the activities contemplated by this MOU and pursue the Project
Objectives; and

(¢) no third party holds any rights that in any way conflict with Auticle 2.1 or the Project
Objectives,

During the term of this MOU the Goverament shall not (i) provide any geological or
geophysical data conceming the MOU Area to any third party (other than an Affiliate of
Shell) and (i) offer to, entertain any request from, or process or grant any hydrocarbon
surveying, exploration or production riglits to, any third party for all or any part of the MOU
Avea that in any way would confiiet with Article 2.1 or the Project Objectives.

MEETINGS AND STEERING COMMITTEE

The Parties will meet within thitty (30) days from signing this MOU, and at regular intervals
thereafter (which shall not exceed ninety (90) days) at muivally agreed times in Sarajevo (o
another mutually agreed place) to provide general direction, monitor progress and take
decisions in respeot of key issues relating to this MOU,

The Parties shall each appoint (3) (hree representatives for the meetings described above,
who shall together form the “MOV Steertng Commnittes”, The MOU Steering Committee
shall co-ordinate the Parties’ activities pursuant to thls MOU and act as the focal point for all
contacts between the Parties.
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The representatives of the Govemnment shall be appointed within (10) days from the
Effective Date,

Until futher notice by Shell, the representatives of Shell shall be Mike Foley, Richard
Knight and Sebastien van Roosmalen,

The language used in the corvespondence and meetings between the Parties will be English.

COSTS AND EXPENSES

Unless otherwise agreed in wilting behween the Parties, each Party shall bear all of its own
in-house and third party costs incurred in respect of any activities carried out by it under thls
MOU, Including (without limitation) for salaries, insurance, taxes, duties, wavei, office
overheads and administcation, Lreakages and downtime, Neither Party may claim any
financisl reward or fee from the other Patty in fespect of any work camied out wnder this
MOU.

The mrangement set forth In Article 4.1 is without prejudice to any financial arvangement
that may be agreed under any Pelroleum Licence or Definitive Agreement.

CONFIDENTIALITY

If one Party (the “Recoiving Parky™) receives information from the other Party (lhe
“Disclosing Party”) that {s not in the public domain or alreedy in the Recelving Party’s free
possesslon (“Confldential Information™), then unless and until such Confidential
Tnformation enters in {he public domain (through no breach of the Recelving Party) or is
obtained by the Recelving Party from a third party without binder of secrecy, the Receiving
Party shall preserve the seorecy of such Confidentla] Information and shall not disclose the
same to a third paty without the mior written consent of the Disclosing Party. The
Recelving Party shall returm all Confidential Informatlon (including copies) to the Disclosing
Party within thirty (30) days of receipt of a wiitten request to do so.

The Disclosing Party hereby represents and watrants that it has the right and authority to
disclose the Confidential Tnformation it svill provide to the Receiving Party under this MOU,
The Disclosing Party, hiowever, makes no representations or wanantles, express or implied,
as to the quality, acouracy and completeness of such Confidential Tnformation,

The Patles agree that the existence of this MOU and its terms and conditions constitute
Confidential Information and that with respect to this Confidential Informatlon each Parly
shall be deemned 4 Receiving Pacty.

The Receiving Party shall be entitled to disclose the Confidentlal Information without the
Discloslng Party's prior wrlten congent to the following persons;

(a) employees, officers and directors of the Receiving Party who have a reasonable
need to know in order to evaluate the Confidential Tnformation, pravided that such
disclosure is made on a confidential basis;

(b) employees, officers and directors of any Affillates who have a reasonable need to
know In order to evaluate the Confidential Information, provided that such
disclosure is made on a confidential basts;
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(c) any agent or consultanf vetained by the Recelving Party or any of ity Affiliates for
the purpose of evaluating the Confidential Information, subject to such ngent’s or
congultant’s written agreement to maintain the confidentiality of the Confidential
Information;

(d) any bank or other flnanclal institution finaneing the Recelving Party’s investment
or participation in any Bxploration Aren, including any consultant 1etalned by such
bank or other finaneial institution for the purpose of evalvating the Confidential
Information, subject to such bank’s, financint institation’s or consultant’s written
agreement to mafntaln the confidentiality of the Confidential Information;

(e) any governmental awtliority or stock exchange authority provided discloswe is
requlied under applicable Jaw, stock exchange regulation or by a governmental
order, decree, regulation or rule. The Recefving Party shall give written notice to
the Disclosing Party prior to such disclasue.

5.5 The Partles agree that the obligations under this Article 5 will survive the expiration or
termination of this MOU porsuant to Artlcle 8 for a period of two (2) years from such
expiration or termination.

6 PUBLIC ANNOUNCEMENTS

No public relesse or anncuncement (including eny writien or ol statement under
civenmstances where 1t could be reasonably expected that such staterent would be published
In any media) concetning this MOU, including its execution, shall be mmade by any Party
without the other Party’s prior written consent. The provisions of this Article 6 shall not
apply to any such release or anncuncement that may be requiied by applicable law or the
mles of any stock exchange, provided that the Party required making the releese or
announcement shall notify the other Paty of, and to the extent this {s practicable alloywy the
other Parly a reasonable opportunity to comment on, such releass or announcement in
advance of ifs issnance.

7 LEGAL STATUS OF THIS MOU

7.4 The Parties acknowledga and confirm that this MOU expresses the intentions of the Parties
colicerning its subject malter and acknowledge and confirm that there are substantive
inatters that need to be resolved befoie the Patties or any Affiliate of the Partles can enter
into any Petrolewm Licence or Definitive Agreement,

7.2 If the negotiations between the Parties pursuant to this MOU are discontinued (by
whichever Party and for whatever reason) and no agresment on how to proceed is reached,
this shall not give rise fo any claim on the part of one Party or any of Its respective
Affiliates against the other Party or smy of lis respective Affiliates on mny grounds

whatsoever,
8 DURATION, PHASING
8.1 This MOU shall become effective on the dafe of its signature and ghall remain in force fora

period of two (2) years, unless an extension Is granfed according to Artlcls 8.3 or the Parties
agree otherwlse ih writing to extend the duration of this MOU,
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Notwithstanding Artlcle 8.1, Shell may, after twelve (12) months following the Effective
Date, for any reason whatsoever, texminate this MOU by giving the Government one (1)
month’s ptior written notice to this effect, Such termination will not affect Sholl’s obligation
to provids the Government with the deliverables descitbed In Artlele 1.1,

If Shell has exercised its option under Atticle 1,2 and in the course of its conduct of the play
besed evaluation contemplated by Article 1.2 finds that under the laws of the Federstion of
Bosnia and Herzegovina the Government cannot award a Petrolewn Licence or Definitive
Agreement ib accordance will the process described in Atlicle 1,3, Shell may terminate this
MOU by giving the Qaverninent one (1) month’s prior wiltten notice to this effect. In case of
such termination, Shell will not be obliged to provide the Government with the report
veferred o in Articls 1.2,

If 8hell has exercised its option under Article 1.2 and has completed the play based
evaluation contemplated by Article [.2, and after twenty-four (24) months following the
Effective Date, the Parties are In the process of establishing the Exploration Area and
negotiating the Petroleum Licence(s) or Definitive Agreement(s) but have not yet finally
agreed such Petrolsum Licence(s) or Deflnitive Agreement(s), Shell may ask for a ane (1)
year extension of the term of this MOU and the Goverisment will grant such extension,

In the event of the expiry or termination of this MOU in accordance with its terms, neither
Party nor any of its Affiliates, shall have any obligation or Hability to the other Party, or any
of its Affiliates, except for any direct damages that arise s & resulf of e meferial breach by a
Party of any of lts binding obligations under this MOU,

ASSIGNMENT

With the exception of any assignment to an Affiliate of a Party, which shall require prior
wiitten notice to, but not the consent of, the other Patty, neither Party shall be entiiled to
esslgn either in whole or in part any right or obligation under this MOU to any third party
without the prior written consent of the other Paty.

GOVERNING LAW AND DISFUTES

This MQU shall be governed by and intaxpreted in accordance with the Iews of England and
Wales.

Any dispute, controversy or claim arising out of or in connection with this MOU whether in
tort, conlract, under statute or otherwise, inchiding any question regarding its existence,
validity, interpretation, breach or termination (a “Dispute), which is not settled by amicable
agteement within ninety (90) days from the day one Party noitfies the other Party in writing
of such Dispute, shall be fnally and exclusively vesolved by eibitratlon In accordance with
the Arbitration Ryles of the Infernatlonal Chamber of Commerce (the “ICC Rules”} s In
force at the time of the Dispute, The arbitration shall be conducted by three (3) arbitrators
who ghall be appointed in accordance with the ICC Rules. The arbitration shall be held in
London, England In the English language. Judgement upon the award rendered by the
arbitrators may be enfered In any court having jurisdiction thersof. A Dispule shall be
deemed to have arlsen when either Party notifies the other Party In writing to that effect.
Each Paity waives any right of sovereipn immunily from suit for itself that it may have now
or at any time hereafter,
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¥YORCE MAJEURE

No Party shall be Iiable to the other Party for any failure or delay in performance of lfs
respective obligations under the MOU insofar ms such performance is prevetited or delayed
by an event of Force Majeure.

“Force Majenre” means an event beyond the reasonable contiol of the Pavty claiming
Force Majeure that would directly affect that Party’s performance of this MOU, including,
but not Hinlted to, ¢ivil disobedience, fire, oxplosion, earthquake, huiticane and storm,
extraordinary rain, flood, wat, blockade, embatpo, acts of terrorism, labovr dispute, strike,
epidemic disease, bankrupiey, discord beiween the Federation of Bosnla and Herzegavina
and any other state concerning territorial claims, borders or other issues which influsnce or
interfere with the performance of the obligations under this MOU, any applicable law,
praclanation, regulation ordinances or dectee enacted by governinental authorities and any
other unforeseeable svents or ections beyond the reasonable control of the Party affected
that would directly dlsrupt, obstiugt or prevent the conduet of the performance of the
obligations vnder this MOU.

LIARILITIES

Neither Party nor its employees, officers, directors, agents or consultants shall be lable to
the other Party in any action for speclal, Indirect or consequential damages resulting from or
aising out of this MOU, Including (but not limited to) loss of incotne, profit or business
apportunity, howsoover caused,

Shell shafl be responsible for and shall save, indemnify, defend and hold hariniess the
Govetnment from and against any claims, losses, damages, costs (including legal costs)
expenses and Labilities in respect of personal injury including death or dlscase to any person
employed by Shell or any Affiliate of Shell arising from or relating to or in connection with
the performance or non-pecformance of this MO,

The Government shall be responsible for and shatl gave, indemnify, defend and hold
hermless Shell and its Affiliates from and against all claims, losses, damages, costs
(including legal costs), expenses and liabilitles in respect of personal injury including death
or disease to any person employed by the Government arising from, relating to or in
connection with the performance or non-performance of this MO,

It is acknowledged that Shell’s gbility to provided the deliverables and report referred to In
Actioles 1.1 and 1.2 within the specified Hmeframe is dependent on the Government timely
providing Shell with the data referred to in Arficle 1.1 or 1.2, and neither Shell nor any of its
Affiliates shall incur any llability in contract or at law for failing to meet or timely meet the
oblgations under Article 1,1 or 1.2 if such failure is athibutable 10 the Government not
timely providing Sheil wlth the said data,

Shell and its Affiliates, and their respeclive employess, officers, directors, agents and
consultants shall have no fiability whatsoever with respect to the Government's or any third
party’s use of or vellance upon the deliverables referved to in Article 1.1, the veport refetred
to in Article 1.2 and any recommendatlons given to the Government or its representatives
pursuant to Arnicle 1, and the Government shall save, indemnify, defend and hold harmless
Shell and its Affiliates from and egainst all claims, losses, damages, costs (including legal
cosls), expenses and linbilities arlsing from, relating to or in connection wlth such use or
reliance.
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13 ENTIRE AGREEMENT

This MOU constitutes the entire agreeinent between the Parties relating to its subject matter
and supersedes and extingnishes any other agreement, document or pre-coniractual statement
relating to the same subject matier,

14 GOVERNMENT APPROVALS

The Government undertakes to secure all approvals required for the effectiveness and
implementation of this MOU.

15 THIRD PARTY RIGHTS

(8)  The undertakings antl obligations in this MOU are undertaken by each of the
Parties for their own benefit and for the benefit of any Affiliates designated by
Shell pursuant to this MOU.

(b) Subject to Article 15 (a) a legal or natural person who is not a party to this MOU has
no right under the Contracts (Rights of Thivd Parties) Act 1999 to enforce or enjoy the
benefit of any tetm hereunder.

16 AGREEMENT LANGUAGE

‘This MOU 1is wnitten and executed in both the Bosnian and English languages. Both texts
have the same legal effect, In case of any contlict between the Bosnien and Bnglish version,
the English version shall prevail if no agresment on the construction or interpretation of this
MOU can be reached between the Parties.

IN WITNESS WHEREOF, the Parties have caused this MOU to bo executed in two originals in the
Bosnisn and English langoages by their respective duly authorised representatives in Sarjevo on 3
November 2011,

For and on behalf of
THE GOVERNMENT OF THE FEDERATION OF BOSNIA AND HERZEGOVINA

« 7

v AN
Nermin NIKSIC

Prime Minister of the Government of the Federation of Bosnia and Herzegovina
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Erdel TRHULI

g

Pederal Minister of Energy, Mining and Industry

For and on behalf of
SHELL EXPLORATION COMPANY B.V,

-
-
{ -

Marcus ANTONINI

Vice President Exploration Portfolio and Strategy

W/Ya 2N
Michael FOLBY w

New Venture Oppoitunily Delivery Manager
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Attachunent 1; contents of the report on the play based evnluation conducted pursuant to
Artlele 1.2 of the MOU

The report referred to in Artlele 1.2 of this MOU wil! contain the following elements:
Introduction
Summary

Exploration History
SR Sttt
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)
Summary of Recommendations

Appendices
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