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SOUTH SUDAN

PRODUCTION SHARING CONTRACT

Production Sharing Contract Dated June 28, 2005

among -

Nile Petroleum Corp., a company registered in South Sudan, represented by Mr.
Bullen Boll :

(hereinafter called "NP"),
SET Energy GmbH, a company established under the Laws of Germany,

having its offices in Hamburg, represented by Mr. Thure von Wahil, herby
represented by Mr. Christian von Langermann and Mr. Riidiger Bohlen
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by Mr. Anatol Stati N

by

, A
(hereinafter called “Ascog"')
Q&W,
o S
o

2y




INDEX TO THE CONTRACT

ARTICLE

PREAMBLE

I - DEFINITIONS -

S0 ANNEXES TO THE CONTRACT

I1I GRANT OF RIGHTS AND TERM

v WORK PROGRAM AND EXPENDITURES

\ ’ RELINQUISHMENTS

V1 EXCHANGE RIGHTS AND OBLIGATIONS ,

VII RECOVERY COSTS, EXPENSES, PRODUCT ION SHARING
VIII TITLE TO ASSETS
1X BONUSES, TAXES ROYALTIES AND OTHER PAYMENTS

X "OFFICE AND SERVICE OF NOTICE

XI DILIGENT AND WORKMANLIKE OPERATIONS

XIL CUSTOMS EXEMPTIONS

X111 RECORDS, REPORTS AND INSPECTION

X1V RESERVATION OF RIGHT TO NATURAL RESOQURCES

XV _ RESPONSIBILITY FOR DAMAGES

XV1 PRIVILEGES OF NP REPRESENTATIVES

XVIiF EMPLOYMENT & TRAINING OF SOUTH SUDANESE NATIONALS
XVIII LAWS AND REGULATIONS

IX RIGHT OF REQUISITION

XX SERVICES, PURCHASES AND CON»ﬁRACTS

XXI HEALTH, SAFETY, MEDICAL A&NDUCATIONAL SERVICES
XX11 ASSIGNMENT AND SEVERAL EATRTIES

XXIII FORCE MAJEURE %

XXIV SETTLEMENT OF DISPUT

XXV NP RIGHT TO TERMINA&‘;J

XXVI GOVERNING LAW ANQAURISDICTION

XXVIL CONVENTIONS CONIRAUS AND GOVERNMENT CONTRACTS
XXVIII NON-WAIVER 1

XXIX RULING LANGUAGE

XXX HEADINGS ANBITITLES

XXXI AMENDMENR .. MODIFICATION AND REVISION

XXXI1 GAS ”\ffw

XXXIII WORK PR&GRAMS BUDGETS AND APPROVAL PROCEDURES
XXXIV VALUATION OF CRUDE OIL

XXXV MEASUREMENT TRANSPORTATION, DELIVERY AND LIFTING OF

CRUDE OIL
XXXVI NOTICES AND REQUESTS
ANNEXES TO THE CONTRACT

ANNEX TITLE

A Description of the Contract Area

B Map of the Contract Areas

C Accounting Procedure

D Corporate Guarantee

E Joint Operating Agreement TS

NP seT :Lg
ASCOM
i




PREAMBLE
This Contract is made on the June 28", 2005 by and between NP and the Contractor.

The Parties may sometimes individually be referred to as “Party” and collectively as
the “Parties”. ce

Whereas all petroleum in its natural state in South Sudan is the property of the
State; and whereas the Government of the South Sudan has received under the UN
Peace Treaty the authority to deal with the natural resources in South Sudan and
wishes to promote the exploration, development and production of its. petroleum
resources through NP and the Contractor desires to join and assist NP in the

exploration and development of the petroleum resources within the Contract Area,
and; '

Whereas the Contractor is willing to undertake the obligations provided hereinafter
with respect to the exploration, development and production of petroleum in the
Contract Area and has represented to have and uphold the required financial ability,
technical competence and professional skills necessary to carry out the petroleum
operations hereinafter described; ‘

Whereas NP represents that, with respect to this Contract on behalf of the
Government, it has the authority to enter into this Contract and all transactions
contemplated herein;

I

omages

Now therefore the parties hereto agree as folloﬁs}
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ART%C;??EI

DEFINITIONS

(1) "Act” means the South Suqyfafg‘/ Petroleum Act which wili be passed by the
Parliament of Southern Sudan”

(2) “Affiliated Company” rm;eans as to each entity of Contractor (who for the
purpose of this definiti@h are individually called "Contractor Company"):

(i) a companyﬁwﬁ‘ﬁ'fch is directly controlied by a Contractor Company or
_’:m;\"
(i) a compagif which directly or indirectly controls a Contractor Company,
or

(iii) a company which is directly or indirectly controlled by a company
which directly or indirectly controls a Contractor Company.

For the purpose of this definition "control" shall mean ownership of more than
fifty percent (50%) of the shares and/or of all votes outstanding and entitled
to vote, equity interests and the possession of the power to direct the
management and policies of such company.

(3) “Appraisal” means any or all operations such as (but not be limited to)
geological, geophysical, and any other surveys and any interpretation-of-data
: =
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relating thereto as may be contained in approved Work Programs and budgets
and the drilling of such shot-holes, bore holes, stratigraphic tests, holes for
the appraisal of Petroleum and other related holes and wells, the production
testing, PVT and core analysis and the purchase or acquisition of such
supplies, materials and equipment therefore, all as may be contained in

approved Work Programs and budgets.

(4) “Appraisa_( Area” means an area of up to 10 Grid Areas surrounding the-
Discovery Well selected by the appraisal of the discovery and possible
adjacent discoveries pursuant to Article III hereof.

(5) "Appraisal Period” for a specific Geological Feature shall be a period of upto 3
years following the Discovery Date pursuant to Article III hereof.

(6) "Barrel” means fourty-two (42) United States gallons liquid measure corrected
to a temperature of sixty degrees (602) Fahrenheit, ‘

(7)  “Block” means Block SB'as defined in Annex A and indicated by the map in
Annex B, also referred to as “Contract Area” in this Contract.

(8) “Calendar Year” means a period of twelve (12) consecutive months, starting:
with the first day of the month of January and ending with the last day of the
month of December, both days being inclusive, according to the Gregorian
calendar. Quarters, months and days shalt&e} reckoned accordingly.

g

(9) "Commencement of Commercial Prodiction” means the first day of

Commercial Production. o

s
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,'S\,\'/;'/
(10) “"Commercial Discovery” means g Disvocery that is the subject of a
Declaration of Commerciality. g\“’

A Commercial Discovery will {igVe been made with respect to Crude Oil, if and
at the time the Contractor decides to proceed with the development of a field
where a Discovery of Crude Oil has been made, or with respect to non-
associated Gas, if and .8t*the time that the Parties agree to proceed with the
development of a field'where a Discovery of non-associated Gas has been

made. -~

Ay, T’
.

(11) “Commercial Disgovery Date” means the date on which the Contractor notifies
NP of the existence of a Commercial Discovery pursuant to Article III hereof.

(12) *Commercial Production” means regular Crude Oil or Gas production or both,
for the purpose of regular local consumption or exports or both, It does not
include production for testing purposes or for filling of a pipeline.

(13) “Commitment Period” is the initial exploration period, or the first extension of
the initial exploration period or the second extension of the initial exploration
period pursuant to Article III.

(14) “Contract” means this Production Sharing Contract together with the Annexes
listed in Article II.
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(15) “Contractor” means SET and ASCOM jointly as parties to this. Contract, their
subsidiaries or affiliates or successors or a joint legal entlty

(16) “Cost Gas” means that portion of gas allocated for cost recovery as set forth
in Artlcle VII.,

(17) ™“Cost Qil" means that portion of oil allocated for cost recbvery as set forth in
Article VII. |

(18) “Crude Oil” means Petroleum which is in a liquid state at the wellhead

separator or which is extracted from the gas or casing head gas in a plant,

 Such term shall ‘also without limitation include distillate, condensate and
asphalt,

(19) “Cubic meter” means for the purpose of the Contract a value measure
equivalent to six decimal two eight nine eight one (6.28981) Barrels at
- standard conditions of temperature and pressure.

(20) “Development” shall inter alia include all the operations and activities under
_this Contract in respect to:

(i) The drilling, deepening and completing of wells capable of producing or
assisting to produce Petroleum in commercial quantities.

(i) Design,  construction, mstallatreﬁ operation, servicing and
maintenance of equipment, linesag ystems, facilities, ptants and related
operations and such other actw%t?fes to produce Petroleum and operate
Development Wells, to take, /saye treat, handle, store, flare, transport
and deliver Petroleum for e«%rt conveyance to pipelines or a refinery
located in the vicinity ofxt“he Petroleum field, or otherwise for local
utilization, and to unde?tfake repressuring, recychng, other secondary
recovery projects and«@ﬂ other incidental or necessary operations.

(21) “Development Area” mgans the Sections which cover an Crude Oil or Gas
field.

(22) “Development Wellg! Z\”shall mean those wells drilled on a Geological Feature
subsequent, to théé“’tjnllmg of a Discovery Well on such Geological Feature.
/“;w
(23) T“Discovery Date? means the date on which the Contractor notifies NP of the
existence of a Discovery Well.

(24) “Discovery Well” means the first well on any Geolcgical Feature which after
testing in accordance with good, sound and accepted cil industry practice, is
capable of producing petrcleum at a rate that economically justifies the
undertaking of appraisal work.

(25) “Effective Date” shall mean the beginning of the first day following the
signature date of this contract, starting 00:00 a.m. Central European Time.

(26) “Exploration” shall include geological, geophysical, geochemical and other
surveys, investigations, tests and the drilling of shot holes, Coi@:bglgs,
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stratigraphic tests and other drilling and testing operations, exploration wells .
and appraisal wells, and other drilling and testing operations for the purpose
of obtaining geological information, discovery of Petroleum, evaluation of a
Petroleum field(s) and appraisal of petroleum discoveries and the purchase,
acquisition, storage and transportation of all supplies, materials, equipment,
manpower and all other services and devices incidental thereto. The verb
"explore" shall mean the act of conducting exploration.

(27) “Exploration Period” means a period of up to ten (10) years from the Effective
Date pursuant to Article III hereof.

(28) “Exploration Well” means a welil drilled on a Geologlcal Feature for the
. purpose of d!scovery of Petroleum. :

{(29) “Financial Year" means the Calender Year (as defined in paragraph (8) hereof)
starting January 1 and ending December 31, both dates being inclusive.

(30) “Gas” means Petroleum, which is a natural gas, whether wet or dry, both
associated and non-associated with Crude OQil and all of its constituent
elements and all non-hydrocarbon substances herein. This term shall also
without limitation include all kinds of residue gas.

(31) *“Geological Feature”" means a separate and closed structure and/or
stratigraphic trap of a given producing horizon.
f"w
(32) “Grid Area” means an area of five mlnu»t”es longitude and latitude pursuant to
the Rules.

SE/
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(33) “Government” means the Governrr{\::ei\w‘t of South Sudan.

s

Y

(34) “Interest on Investment” meam the interest and other related costs to the
loans got by the Contractor to*‘{mance Petroleum Operations.

o
(35) ™“Manager” means the pxe\fs;on entrusted by Contractor with the management
of petroleum operations:;l;iiereunder and referred to in Article X hereof,

{36) “Minister” means thevwnmster responsible for Energy and Mining, or any other
minister, entity or, Qerson designated from time to time by the Government to
represent the G%@rnment in respect of this Contract. .

(37) “Operator” means such entity as may be appointed by the Contractor to serve
as Operator with responsibilities for carrying out Petroleum Operations in the
Contract Area subject to and under the provisions of this Contract, The
nomination of the Operator will be subject to a joint operating agreement.

(38) “Petroleum” means all natural hydrocarbons whether liquid, gaseous or solid
including crude oil of various densities, gas, casing head gas, asphalt and all
other hydrocarbon substances and all substances that may be extracted
therefrom.

(39) “Petroleum Costs” means all expenditures incurred and payments made by
the Contractor in connection with or in relation to the carrying—out=otthe
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(40)

(46)

(47)

(1)

. Petroleum Operations determmed in accordance with the provisions of this

Contract and the Accountmg Procedure as set out in Annex C.

"Petroleum Operations” means the exploration, development, exploxtatnon
production, extraction and all other operatlons related thereto, including but
not limited to transportation of petroleum from Discovery Wells to export
and/or refinery terminals, transportation of the same to internal distribution
points and all other operations authorized, required or contemplated under
this Contract. -

“Rules” means rules under the South’ Sudan Petrolem Act (No 1, 2005) or
where 'such rules are not promulgated on the Effective Date means
procedures that represent good international petroleum practices .

“Section” means an area of thirty minutes latitude and longitude as provided
for in the Rules.

"South Sudan” means the area in the southern part of Sudarn established in
the UN Peace Treaty of January 9", 2005.

"State” means the area of South Sudan as layed out UN Peace Treaty of
January 9*, 2005.

"Tax Year” means the period of twelve (129 consecutive months for which tax
returns or reports are required accordngo any applicable income, profits or
other tax laws or regulations of the Soé‘t@h Sudan.
"Work Program” means an itemr@g@on and time schedule of the Petroleum
Operations to be carried out undefthe Contract.

“Year” means a period of 355”“ﬁays or for leap years 366 days, to the day
prior to the day of the month on which the period started. For purposes of
this Contract a year shajl §tart at midnight at the beginning of the first day
and shall terminate at rmgmght of the last day.

P
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ay ARTICLE 1I
o~ ANNEXES TO THE CONTRACT

5
.«%‘v\

The following Annexes shall constitute integral parts of this Contract and shali
have equal force, validity and effect therewith:

(a) Annex “A” which is a description of the Contract Area covered and
affected by this Contract and which also inciudes the coordinates of
the Block.

(b) Annex “B"” which is a map of the Contract Area covered and affected by
this Contract.

(c) Annex “C” which is the accounting procedure applicable .to this
Contract.
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Lemdo e eevaeooa e 1OTM OF @ COrporate Guarantee.,

(e)  Annex “E” Wthh will be a joint operatmg agreement to be concluded
by the Contractor.

(2) In the event of contradu:tion between the Annexes and the provisions of th;s
- Contract the latter: shall prevail.

ARTICLE III
GRANT OF RIGHTS AND TERM

(1) NP hereby grants to Contractor, subject to the terms and conditions set out in

' this Contract, the exclusive right to conduct Petroleum Operations in the
Contract Area - described in Annexes "A" and "B" including all other supporting
activities normally associated with such Operations. The terms and contents
shall be as follows:

As his general obligations, Contractor shall:

« Carry out ‘Petroleum Operations to explore for, appraise, develop and
produce oil from Commercial Discovery(s) in the Contract Area;

+ Transport petroleum, by building necessary infrastructures, from Intake
Point to Delivery Point(s);

+ Provide all capital, machinery, equnpme t technology, personnel and
services necessary for carrying out Pet treleum Operations;

+ Incur all Petroleum Costs requnred foj; tarrying out Petroleum Operations;
and

» Fulfill all financial and other ob@%txons of the Contractor and enjoy all
rights and benefits of ContracnoF‘*sas provided in the Contract.

The Parties shall have the follggv”}ng participating interest under this Contract:

-
. SET: 47,5 Yo
« ASCOM: 47,5°%
« NP: sﬁf %

Organisation, perfox;h%rance and administration of the Petroleum Operations
shall be subject toajoint operating agreement to be signed by the Parties. All
costs of Petroleum Operations shall be paid and borne by the Contractor.

Furthermore:

(a) Contractor shall be granted an Exploration Period consisting of five (5)
Years starting from the Effective Date hereof for the initial exploration
phase and two extensions of two and a half (2.5) Years, each to the
initia} exploration phase. These extensions shall be granted to the
Contractor at its option upon sixty (60) days prior written notice to NP,
before the end of the current phase, and subject to Contractor having

=3
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fulfilled its” obligations for the preceding phase or extension. If
Contractor fails to complete the drilling of at least one well; as set out
in Article IV, within the Exploration Period, his option for extension
expires. The same rule applies during the first extension period.

(b)  The Contractor shall inform NP within three (3) months after the
termination of the drilling of an Exploration Well whether such well is a
Discovery Well or not. The Discovery Date shall be the date of the
respective notice or the date on which such notice was due.

(c) The Contract shall terminate if not at least one notice of a Discovery
Well pursuant to sub-paragraph (a) above is provided prior to the end
of the Exploration Period or the extension thereof.

(d) On or prior to the Discovery Date for a Discovery Well, the Contractor
' shall have the option to select an Appraisal Area in order to appraise
the discovery. The Appraisal Area shall be a contiguous area of up to
10 Grid Areas containing the location of the Discovery Well declared by
the Contractor, the Geological Feature on which the Discovery Well
was drilled and possible adjacent Geological Features which, in the
opinion of the Contractor, may also contain discoveries, The Appraisal
Area must to the full extent be located in the Contracted Area. If the
Contractor establishes during the Exploration Period one or more
Discovery Wells, outside already™ existing Appraisal Areas, the
Contractor may select for each sygthiscovery Well a contiguous new

Appraisal Area surrounding suchzbigcovery Well.

P
(e) After the Discovery Date for-8ach Discovery Well, the Contractor shall
undertake the Appraisal offj;;he Discovery and shall drill as a minimum
one well per Year to such®depths and at such locations for the purpose
of delineating the resgfﬁéﬁr or reservoirs and Appraising its potential
for production in accerdance with good and sound oil industry practice
and standards as well*as Discovery and Appraisal of further Discoveries
in the Appraisal %ﬁgd The Appraisal Period shall be a maximum period
of three (3) Years following the Discovery Date for the respective
Appraisal Areg.”Where the Contractor has selected more than one
Appraisal ﬁ}ﬁwé;ﬁ’f the Contractor shall drill one well per Year of the
" character ffi_“c”"s established in this paragraph for each Appraisal Area. If
Contracto®™fails to fulfill his obligations with respect to an Appraisal
Area, such Appraisal Area will be relinquished.

(6 Such Appraisal shall be undertaken by the Contractor in full
consultation with NP and, after close consultations between the
Parties, the Contractor shall determine during the Appraisal Period
whether each discovery is worthy of commercial development or not
and shall notify NP accordingly. Such determination shall be made
prior to the termination of the Appraisal Period and the date of the
notification to NP shall be the Commercial Discovery Date for each
Discovery. If the determination is negative or if Contractor fails to
make such determination within 30 days written notice by the NP, the
respective Appraisal Area will be relinquished.

< T
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(9)

(i)

(1)

(k)

(m)

(n)

Not later than ninety (90) days following the 'Comm'ercial DiscoVefy
Date, Contractor shall select for each discovery a Development Area.
Such Development Area shall as a maximum contain all Sections which

' cover vertical projection to the surface of the extension of the Crude

Oil ‘and Gas reservoirs of the Commercial Discovery in the Contract.
Area as well as a certainty zone of up to 5 kilometres surrounding the
vertical projection of such extension. It must, however, be located to
the full extent within the Contract Area. The Development Area shall
be selected in close consuitation with NP and where the Contractor
selects a. Development Area which exceeds the number of Sections
pursuant to this Article, NP may object-to such selection within ninety
(90) days of the notification of NP of such selection. If NP objects to
the selection, and the parties cannot subsequently agree, of the
Development Area, the matter shall be settled for arbitration.

Contractor shall not later than one hundred and ninety (190) days
following the Commercial Discovery Date, prepare, in consultation with
NP, a Work Program and budget for the Development of such
Discovery. Development of such Discovery shall thereafter be started
promptly by Contractor in accordance with good and sound oil industry
practice and acceptable petroleum engineering principles and shall be
continued until such Discovery is fully developed.

If a Discovery Well is established but the Geological Feature on which
such well exists is not deemed b ~Contractor to be a Commercial
Discovery prior to the end of thg&é”b’praisal Period, the Appraisal Area
shall be relinquished. PO

/‘\\\/
Ny

X
Upon termination of the Exp@ation Period the Contract Area shall be
relinquished except the Q’eﬁﬁélopment Areas surrounding Commercial
Discoveries and/ or the Aa}araisal Areas surrounding Discovery Wells,
;/mm%\,

If the Contractor dQé;mot inform NP of any Commercial Discovery
within ten (10) Years following the Effective Date, this Contract shall

terminate, 3
The develop.féj}g’“ﬁt period, including the period of Commerdial
Production, wshall be thirty (30) years commencing from the
CommercidhyDiscovery Date. This period may with the consent of the
Minister be renewed for an additional five (5) Years upon six (6)
months prior written notice from Contractor to the Minister.

In the event that no Commercial Production is established in a
Development Area within fifteen (15) Years from the Effective Date or
within five (5) Years from the Commercial Discovery Date, the
Development Area shall be relinquished after ninety (90) days written
notice by NP to Contractor.

Contractor shall bear and pay the costs and expenses required in
carrying out Petroleum Operations under the Contract and all other
aperations incidental to or arising there from. Contractor shall look
only to the Petroleum to which it is entitled under this Contract tg

Vd
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recover -such costs, expenses and other fees incurred in the
development of oil and gas reserves in the Contract Area. These costs
and expenses shall only be recoverable. in the manner provided for in
Article VII. During the term of this Contract and its renewal, the total
amount of production achieved in the conduct of such operations shall
be divided between the NP.and Contractor in accordance with the
provnsnons of Article VII.

(o) Contractor shall diligently, efficiently and promptly perform all its
duties set forth in this Contract -and in accordance with good, sound
and acceptable oil industry economic and business standards and
practices.

(2) (a) In the event that a Discovery extends beyond the boundary of the

, Contract Area, the Minister, NP and the Contractor shall use
reasonable . efforts to enter into an. agreement for a unitized
development program (to the extent such unitized development
program merits technical consideration over the co-operative
development program, in. accordance with internationally accepted
industry practice), with a single operator, either between themselves
or with the party or parties that have rights to the additional area to
which such Discovery extends.

(b) It is understood that such umtlzatlon agreements involving the
Contract Area will provide for a fair aﬂbcatlon of Crude OQil and/ or Gas
reserves within Qil and/ or Gas»ﬂ,élds that are the subject of the
aforesaid unitization agreements

/‘ \/
b

(c) This paragraph (2) shall alsq s;pply to a field that extends to an area
that is not within the temterv “of the South Sudan. In such a case, the
Government may also lmpg}se any special rule or condition necessary

to satisfy obligations unger an agreement with an adjacent country
with respect to the degﬁopment and production of the field.

{d) In the event of a Q@nﬂlct the provisions of the unitization agreement
H Y
shall prevail. K

el
\.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES

(1) Contractor agrees to and commits to undertake in the Contract Area covered
by this Contract, the program set forth herein:

(a) During the initial exploration phase of five (5) Years to drill three
Exploration Wells of at least 3,000 (three thousand) meter vertical depth
and acquire 1,000 (one thousand) kilometer of 2D seismic profiles.

(b) During the first extension of two and a half (2.5) Years of to drill one
well.

/’T.?)
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(2)

(3)

(4)

(5)

(6)

(7)

(8)

(%)

(c) During the second extension of two and a half (2.5) Years to drill

another one well. ‘ o

{d) Cohtrattor shall acquire and process new 2D or 3D—seismic’data to

“evaluate the said Contract Area and define exploration drilling locations.

NP or _thé Government shall not bear any of the afore'said'experises, spent or

paid by the Contractor in relation to the wells provided for under paragraph
(1) hereof, but any and all such expenses whatsoever must be born by the
Contractor, and will be recovered in the manner provided for in Article VII.

Contractor shall be responsible for the preparation and performance of the
Work Program within the Contract Area, which shall be implemented in a
workmanlike manner and consistent with good and sound industry practice.

Unless Contractor has relinquished the Contract Area under this Contract or
this Contract is terminated, Contractor shall be entitled to recover all
payments and expenditures for work contracted for in the Develtopment of
Commercial Production in the manner provided for under Article VIL.

Contractor shall. advance all necessary funds for all materials, equipment,
supplies, services, personnel, administration and operations for the work and
related activities pursuant to the Work Program and budget and NP and/ or
the Government shall not be responsible to béar or repay any of the aforesaid

costs or any cost incidental thereto. R
. &y

/:‘/\"“y
Contractor shall, using suitable up;befdate equipment, machinery, and
methods and conducting operations/_"éféunder in accordance with good oil
and gas field practices, carry out~a program designed to achieve the
maximum possible Exploitation (;q%q%batible with proper economics of each
Commercial Discovery. P
Yo
Prior to the beginning of &ach Year, the Contractor shall prepare in
consultation with NP a Woﬁgg'\’fbrogram setting forth the operations which the
Contractor proposes to cafry out during the ensuing Year. The Work Program
for the first year shall hlgﬁ%wmbmitted by the Contractor within 60 days of the
Effective Date provideglthat the Contractor has received the available data
according to Artikel 311 paragraph eight within 30 days after the Effiktive
>y

7

Date. Y

Contractor shall provide NP, within thirty (30) days at the end of each
Quarter-year a statement of the estimates of expenditures reflecting such
quarter-year and a summary of cumulative expenditures since the Effective
Date and after initial Commercial Production, a statement of cost recovery,
both as detailed in Annex “C”. Contractor’s records and necessary supportirg
documents in respect of such quarter-year shall be available for inspection by
NP or his-authorized representative at any time during regular working hours,

Contractor shall bear and pay the costs and expenses required in carrying out
Petroleum Operations under this Contract in accordance with agreed Work
Program and budget. Contractor shall look only to the Petroleum to which it is
entitled under the Contract to recover such costs, expenses and Qtherfees
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Incurrea in tne development of oil and gas reserves in the Contract Area.
Such costs and expenses may include Interest on Investments, and shall be
recoverable in the manner provided for in Article VII. During the term of this
Contract and its extension, the total amount of production achieved in the
conduct of such operations shall be divided between the NP and Contractor in
accordance with the provisions of Article VILI.

ARTICLEV
RELINQUISHMENTS

(1) MANDATORY: Contractor shall at the end of the initial Exploration phase
relinquish to NP not less than fifteen percent (15%) of the original Contract
Area. At the end of the first extension of the initial Exploration phase
Contractor shall relinquish to NP ‘not less than twenty percent (20%) of the
remainder of the original Contract Area, and at the end of the second
extension of the initial Exploration phase the Contractor shall relinquish to NP
the remainder of .the original Contract Area not covered by Appraisal or
Development Areas. '

(2) VOLUNTARY: Contractor may voluntarily during any Commitment Period and
upon thirty (30) days written notice relinquish all or any part of the Contract
Area provided that at the time of such voluntary relinquishment its obligations
under Articte IV have been satisfied. o

. A

(3) Unless otherwise agreed to by NP tHe> shape of any area formed to be
relinquished shall be convenient to aﬂfm Exploration and Development to be
conducted therein by NP. o ‘

o

(4) Notice of relinquishment shall gg%accompanied by a map and a description
indicating the precise extent gq‘ilphe area to be relinquished and the area to be
retained. v

(5) Upon relinquishment, t@;”’érea or areas of the original Contract Area so

' relinquished shall ceagé to be part of the Contract Area covered by this
Contract and this C@ptract shall be considered as terminated in relation
thereto. ,‘_ﬁ;;“::i?"/

‘/%v .
(6) Any wvoluntary ?‘éﬁnquishment shall be credited toward the mandatory
relinquishment of the whole Contract Area covered by this Contract,

(7) If during a Commitment Period the Contractor gives a notification of
relinquishment of the whole Contract Area covered by this Contract and the
Contractor has not at that time fulfilled its minimum drilling then due under
Article IV for such Commitment Period then the Contractor shall pay NP an
amount of US $ 5,000 (five thousand US Dollars) for every meter not drilled
relative to the drilling obtigation under such period.

TN
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(1)

(2)

(3)

{4)

(5)

: , ARTICLE VI ,
EXCHANGE RIGHTS AND OBLIGATIONS

Funds transferred into South Sudan for local expenditures, funds utilized
abroad to purchase goods and services, charges: for services performed by
Contractor or its sub-Contractors outside South Sudan, and all other
expenditures and investments under this Contract shall be registered with NP,
which shall issue appropriate written confirmation to Contractor that said
expenditures and-investments are registered as foreign investments.

Funds required by Contractor to meet local expenditures shall be import'ed in
freely convertible currencies or obtained from its affiliates further to the oil
services provided in South Sudan as sub-Contractor_s.

Purchase or sale of foreign exchange shall be effected at the daily prevailing-
rates as quoted by commercial banks operating in the South Sudan based on
rates as quoted by the Bank of South Sudan, provided exchange rate
applicable to Contractor's Operations shall not be less favourable than that
available to any private, commercial or industrial undertaking in South Sudan.
Where such quotations do not exist, NP and Contractor shall consult on the

appropriate exchange rate to be used, based on the principles set out in this
contract. , :

Contractor is authorized to open and operate accounts in foreign banks
outside South Sudan. Withdrawals from.said accounts shall be used for
payments of goods and services acquiredh’abroad and for transferring to local
banks in South Sudan the required ggounts to meet expenditures in local
currency in connection with its aglivities under this Contract. Quarterly
statements shall be submitted to AIB"showing funds credited to said account,
disbursement made, interest ea‘ggédd-and paid and the outstanding balance.

Contractor is guaranteed fdff%\the duration of this Contract the following
exchange rights: v
D
{a) To provide in @Tfi:feely convertible foreign currencies all funds for
operations und@the Contract.

(b) To hold sgﬁﬁ“funds abroad and Contractor shall not be obliged to
transfer 4e~ South Sudan funds or assets held outside the country
except such funds as are necessary to meet its requirements for local
currency.

(c) To retain abroad and freely dispose of all Contractor’s proceeds from
the export and sale of Petroleum and Contractor shall not be obliged to
remit such export proceeds to the South Sudan except such proceeds
as may be needed to meet its expenses and obligations in the South
Sudan, '

(d) Contractor and its sub-contractors shall be authorized to pay their
expatriate employees working in South Sudan in foreign currencies
outside of South Sudan and such employees shall only be required to

bring into South Sudan such foreign exchange as required—to—meel
NP - seT | ;
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(1)

(e)

()

their personal living expenses and personal -income obligatio'ns

. acco_rd-ing to applicable rules and regulations.

Contractor shall be entitled to maintain a special account for non-

‘South-Sudanese funds which can be disbursed only for the purpose of

purchasing travelers cheques for Contractor employees for travel
purposes. Such traveler’s cheques shall only be issued on presenting
evidence of sufficiency of funds.in a special account.

Any payment to the Government and/or to any other local entities
and/or persons by Contractor pursuant to this Contract may be made
in US Dollars unless the Parties mutually agree on another currency
(e.g. local currency). '

"ARTICLE VIL

RECOVERY OF COSTS AND EXPENSES AND PRODUCTION SHARING

Cost Recovery: Subject to the accounting procedure and to the auditing

provisions under this Contract, Contractor shall recover costs and expenses in
respect of exploration and all Petroleum Operations under this Contract, out

of an amount of Crude Oil and Gas in value as produced to the maximum of:

(a)

(b)

(c)

o
) 15

Fourty Five percent (45%) of all Crude Oil produced and saved from
the Contract Area and not used ini\ﬁgtroleum Operations.

. o
Sixty percent (60%) of all Gas@p%duced and saved from the Contract

.

Area and not used in Petrolig@VOperations.

S '
Such costs recovery in (;Qu\dé oil and Gas is hereinafter referred to as
"Cost Oil" and “Cost Gas”. Such costs and expenses of Petroleum
Operations shall be récbvered from the Cost Oil and Cost Gas in the
following manner: & ‘
(aa) Al Exgg:itures including those accumulated prior to
Commefcial Production shall be recovered in the Financial Year

after inttlal Commercial Production.

N |
(bb) Tolthe extent that in each Financial Year quarter costs,
expenses or as recoverable per sub-paragraph (aa) above
exceed the value of all Cost Oil and Cost Gas produced in such
Financial Year quarter, the excess shall be carried forward for
recovery in the next succeeding Financial Year quarter(s) until

fully recovered.

(ccy  If in any Financial Year quarter costs, expenses or expenditures
recoverable per sub-paragraphs (aa) and (bb) above are less
than the value of all Cost Oil and Cost Gas, then the remaining
balance of all such Cost Qil and Cost Gas shall be considered
Profit Oil and Profit Gas.

NP - SET  [537= )
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(2)

(d)

The Accounting Procedures shall set out the classification of all cost,

expenses and expenditures for their recovery.

Contractor shall be entitled to take and separately dispose and export all Cost
Oil and Cost Gas produced, plus its share of the balance of the Crude Oil and
Gas as stipulated in paragraph (2) (a), (b), and (c) in this Article VII.

(a)

Production Sharing - Crude Oil:

The remainder of the annual gross production from the Contract Area
of all Petroleum after taking the Cost Oil/Cost Gas shall be taken and
disposed of separately by the NP and the Contractor in the following
incremental sliding scale portions:

.(2a)

(bb)

(cc)

(dd)

If the average daily production of Crude oil in a Financial Year is
equal to or less than 25,000 barrels per day then it shall be
taken and disposed of separately by NP and Contractor in the
following proportions:

NP A 60%

Contractor o 40%
If the average daifxxp%%auction of Crude oil in a Financial Year is
more than 25,0%{\1bérrels per day but equal to or fess than
50,000 barrels pér day, then that portion of the increment of
the average qégty production of Crude Oil shall be taken and
disposed of geparately by NP and Contractor in the following
propor‘ti(')ng,;,:;fw

A,

NPy 65%
@pntractor 35%
A

5
If;«gt}?é average daily production of Crude Qil in a Financial Year
is Tore than 50,001 barrels per day, but equal to or less then
75,000 barrels per day, then that portion of the increment shall
be taken and disposed o separately by NP and Contractor in the
following proportions:

NP 70%
Contractor 30%

If the average daily production of Crude Oil in a Financial Year
is more than 75,001 barrels per day, or the Contractor has
reached its cost recovery in ful, then that portion of the
increment shall be taken and disposed of separately by NP and
Contractor in the following portions:

NP 75%
Contractor 25%
NP SET ) 7/
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(b) Production Sharing - Gas:

The production of Gas shall be taken and disposed of separately by NP and

(1)

(2)

(3)

(4)

(1)

(2)

f-}\ /d/\; v::i."-'?n\-‘ : m 7 | //ﬂ/ k

Contractor according to Artikel XXXII.

ARTICLE VIII
TITLE TO ASSETS

The NP shall become the owner of all assets acquired and owned by
Contractor in connection with the operations carried out by Contractor in
accordance with the following: »

(a) Land (including buildings and fixed structures theredn) shall become
the property of the Government as sgon as it is purchased.

(b) Title to fixed and movable assets shall be transferred from Contractor
to the Government at the end of the Financial Year in which total costs
of all such assets have been reepvered by Contractor in accordance
with the provisions of-Article ‘fff“f or at the time of termination of this
Contract, whichever first occufs. The book value of the assets acquired
during each Financial Yeat' quarter shall be communicated by
Contractor to the Goveerj%\éﬁt and NP within forty five (45) days of the
end of the Financial Yegar,>

N .

During the term of this Cogt%f;a'ct and any renewal period Contractor is entitled

to the full use of all fixed.and movable assets in the Contract Area, and any

other area approved mef’ Contractor shall not dispose of the same except

with the approval of l\{g

A

Contractor shall ‘silbmit to NP a detailed statement showing the life

expectancy of a{&@'ssets purchased for use in the State.

At feast once every Calender Year or at reasonable intervals within a Calender
Year, inventories shail be taken by Contractor of the operations material,

which shall include all such material, physical assets, machines and

equipment in accordance with the provisions of the Accounting Procedure.

ARTICLE IX
BONUSES, TAXES, ROYALTIES AND OTHER PAYMENTS

Contractor shall pay to NP the sum of ten Million US Doltars ($ 10,000,000) as
a signing bonus for the Contract Area payable into an escrow account of a
first class international bank to be nominated by the Contractor within 30
days from the Effective Date.

(a) Contractor shall pay to the NP the sum of one and a half Million US
Dollars ($ 1,500,000) as a Commercial Discovery bonus payable on

: 27
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(4)

(6

LA A 18

the date the average daily production during 30 days has reached
100,000 barrels per day.

(b) Contractor shall pay to the NP an assignment bonus in an amount of
two hundred fifty thousand US Dollars ($ 250,000) in the event that
this contract or any right, privilege, duty or obligation herein is
assigned to a third party in whole or in part.

- {c) Each sum provided for under this paragraph 2 above shall be paid

wnthm thirty (30) days of the respective dates.

Contractor- shall pay to NP at the -beginning of each Financial Year
commencing at the Effective Date and while this Contract remains in effect a
scholarship, training and technical bonus of US $ 100,000 for the training of
NP personal, officials of the Government and other citizens of the State. The
initial payment will be made on the Effective Date. This payment will increase
to US $ 200,000 per Year after the Commencement of CommerCIal
Production.

Commencing from one Year after the Effg@tive Date, Contractor shall pay at
the start of each. Financial Year to the\mumcnpal authorities a contribution
totalling one hundred US Dollars - ?‘$100 000), for social development
purposes. The amount shall be d:strrﬁbted to the municipalities located in the
Grid Areas were the producing weﬂ%vare located based on allocation formula
decided by NP. Where there are n@%unnClpahtles in the respective Grid Areas,
the amount shall be dnstrnbuteo‘»»;to the municipalities nearest to these Grld
Areas. This annual social degezlopment bonus will increase to two hundred
thousand US Dollars ($ ¢200,000) after Commencement of Commercial
Production. wf““
Commencing on Commermal Production, Contractor shall pay quarterly to NP
a royalty of seven a\g;pcent (7.0 %) from crude on oil and gas determined in
cash on the basis ®f-the value at the Production Measurement Point. NP shall
pay the samef;%”mount to the provincial government. The provincial
government thabreceives the royalty shall be the government of the province
in which the Sections with the producing wells occur. Where production occurs
in more than one province under this Contract, the royalties shall be
distributed based on the respective production from each province based on
the location of the wellheads of the producing wells and as measured and
determined by Contractor.

Contractor shall, commencing one Year after the Effective Date, pay annually
in advance surface rentals as follows:

(a) During the First Commitment Period for each one square kilometre -
ten US Dollars ($ 10).

(b) During the Second Commitment Period for each one square kilometre
- twenty US Dollars ($ 20).

(c) During the Third Commitment Period and the Appraisal, and any
extension, for each one square kilometre - forty US Dollars ($.40),
—
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(1)

(2)

(4)

ARTICLE XI :
DILIGENT AND WORKMANLIKE OPERATIONS

Contractor shall conduct its operations in the Contract Area through Operator
with due diligence and in a workmanlike manner and in accordance with good
and sound methods and standards of the petroleum industry. Contractor shall
take all measures to prevent ioss or waste of petroleum above or under the
ground in any form during drilling, producing, gathering and distributing or -
storage operations without prejudice to the generality of the aforesaid,
Contractor shall:

(a) Take whatever practical measures are necessary to prevent any
injurious ingress of water or damage of any ‘kind to any, Petroleum
bearing formation which may be encountered while drilling operations
are in progress or upon-abandonment of any well and shall carefully
locate and preserve-any fresh water sources discovered in the course
of such operations.

(b) Take all precautions against fire .and any unwarranted wasting of
Crude Oil, gas, water and/or any %ﬁjer natural resources.
L

Upon completion of the drilling of aﬁp@éspective well, Contractor shall inform
NP of the time when the well/v:{!}" be tested and the production rate

i

ascertained. P
A7 :
Except in instances where mulkipte producing formations in the same well can
be produced economically ,o(g)«lf“y/ through a single tubing strings, Petroleum
shall not be produced fromsmultiple oil carrying zones through one string of
tubing at the same time;&éﬁ’i}:ept with the prior written approval of NP.
Al

Contractor shall reco é}ata regarding the quantities of Petroleum and water
produced monthly f£0m the contract area. Such data shall be sent to the
minister within thicky’ (30) days after it is obtained. Daily or weekly statistics
regarding the production from the contract Area shall be available at all
reasonable times for examination by NP.

ARTICLE XII
CUSTOMS EXEMPTIONS

Imports and exports of all items shall be subject to customs laws and regulations
then in force, to any consular fees of general application, and to any fees or charges
of general application for use of ports, harbours or other services or facilities made
available by the Government, subject to the foregoing:

(1)

| - 40}
ot e | W

Contractor shall be permitted to import and shall be exempted from customs
duties with respect to the Importation of any machinery, equipment, material,
vehicles, supplies and consumables or movable property which is a piece of
capital equipment and/or necessary for Petroleum Operations, and which is to
be used solely in carrying on Petroleum Operations as certified by the
Minister’s representative and such other articles as the Minister may from

time to time approve. S

NP SET ! /<

ASCOM N




(2)

(4)

(5)

(6)

(7)

(8)

(10)

The exemption provided in paragraph (1) of this Article shall not apbly to any
imported items when in the opinion of the Minister items comparable-in price,

quality and delivery dates are obtainable in the South Sudan. In comparing

the prices of the items sought to be imported with the like items obtainable in
the South Sudan, there shall be added to the price of the items sought to be
imported duty-free the consular fees, freight and insurance and other costs,
charges or fees, other than import duties, normally incurred through
shipment, unloading and clearance through South Sudanese customs.

Each expatriate employee of Contractor and sub-Contractors, through
Contractor, shall be permitted to import and shall be exempted from customs
duties with respect to the reasonable importation of household goods, and
equipment, including one automobile, provided that such item are imported
for the sole use of the employee and his dependents, and provided further

that they shall be exported upon the transfer of or the termination of the -

expatriate employee's contract and that they shall not be resold by him in the
South Sudan except with the approval of the Minister. The exemption granted
under this paragraph (3) shall not cover wearing items, tobacco, any drinks
and beverages for household use. T
~
All items which are imported duty-free.shall, as much as possible, be marked
with the name or marks of Contracgqa‘:ﬁ,}jﬁ’a manner difficult to delete.
O
Any of the items imported into t[{efgbuth Sudan either exempt or non-exempt
from customs duties or impos%S?»Gnder this Article may be exported by the
importing person fit any tir/r_LfVef‘}V/vithout the payment of any export duty or
impost, subject to normal import and export procedures,
Ly
Used but serviceable m,;z»ée,”";?”"ﬁal, equipment and goods resulting from Petroleum
Operations hereunder r%ngy with the approval of the Minister-be sold within the
Sudan provided tha‘g;%l% applicable custom duties, taxes or imposts be paid.
‘2*:;»“’,

Material, equipm&pt and goods so damaged or used as to be non-serviceable
and which are classified by Contractor as scrap or Junk (any such Contractor's
appraisal being subject to the Minister’s scrutiny) may be resold as.scrap
upon payment of  customs duties, taxes or imposts on the value of the scrap.

Exemptions granted to Contractor’s expatriate employees hereunder shall [ast
from the Effective Date hereof up to the end of this Contract.

~Customs, duties” as used herein shall mean import duties, taxes and imposts
of general application which are payable as a result of the importation of the
item or items hereunder but shall not include consulsr fees of general
application, fees or charges of general application for use of ports and
harbours or charges payable to the Government for facilities or services made
available,

There shall be no licence required and Contractor shall be exempted from any
duty, fee, oil export tax or any other financial impost in respect of the export
of Contractor's share of Petroleum hereunder.

T e | <l
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(1)

(2)

- ARTICLE XIII
RECORDS, REPORTS AND INSPECTION

Contractor shall furnish the Minister with:

(3) Daily Drilling and geological repbrts when drilling operations are
proceeding;

(b) Weekly geophysical reports when geophysical data is being acquired;

(c) Monthly and annual activity reports with respect to all Petroleum
Operations; .

(d) Monthly, quarterly and annual financial statements;

(e) Such other reports as Contractor routinely generates for its own
purposes in the conduct of Petrleum Operations, or as may be
reasonably requested by the Minister.

N, 7

ooy,

The Contractor shall maintain at its busin/§§§:\'ofﬁce in the South Sudan:

(a) Books of accounts showing comﬁf&e, accurate, current and systematic
financial records of its operaﬁ;éhs under this Contract in accordance
with the accounting proce/gu?/e in Annex "C" hereof and good and
sound accounting practimt;;és generally accepted in the petrolaum
industry, and such otherybooks and records as may be necessary to
show the waork perfor{ﬁ”éd under this Contract or as may be required
by law or by NP. Sych books of accounts shall in addition be kept in
accordance ‘with s;;{gh”’accounting system as NP shall approve and shall
show all revenueSireceived by Contractor from its operations and all
expenditures aRg provide for a clear understanding of the financial
aspects of sychoperations including, but not limited to, the amount
and value ;N"}a“fl petroleum produced and saved hereunder. All books of
accounts and financial statements shall be kept in terms of United
States dollars.

{(b) Copies of all maps, geological or other earth science reports and
petroleum analysis (together with all field data which support such
reports or data) production records, marketing reports and any other
data obtained or compiled by Contractor as a result of its operations
hereunder. Contractor shall in addition:

(aa) Save and keep a representative portion of each sample of cores
and cuttings taken from driliing wells to be forwarded to NP in a
manner directed by NP. All samples acquired by Contractor for
its own purposes shall be considered available for inspection by
the Minister,

(bb) Unless or otherwise agreed to by the Minister, in case of
exporting any rock outside the South Sudan, with the approval

NP SET /C /
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(3)

of NP, samples equivalent in size and ‘quality shall be delivered
“to the NP before such exportatlon

Contractor shall submit such information, data and reports to NP, in such
form, detail, and at such times as may be required by law or as NP may
require with respect to exploration, production, employment and training,
marketing and such other matters as may be related to the conduct of its
operations hereunder. Without prejudice to the generality of the aforesaid
Contractor shall furnish with monthly returns showing amount of petroleum
produced and saved hereunder. Such returns shall be signed by the Manager
or a duly designated deputy and delivered to NP within ten (10) days after the
end of the month covered in the return.

NP or its representatives may at any time have access to and/or inspect the
books, records, assets and data kept by Contractor, and any and all facilities

“and areas ‘related to the operations hereunder Contractor shall make all

reasonable arrangements to facilitate such access and/or inspection and make
its appropriate employees available to render assistance to any such access
and/or inspection. In this respect Cor'rt;actor shall provide NP or it
representative with all data, information, reports records (as specified in this
Article), including but not limited to g;a’bd,oglcal and geophy51cal reports, logs
and well surveys and the mterpretatlonwdf such data.

Contractor shall cause its books of/accounts to be audited by or his duly
authorized representatives at SLLGk] times herein specified or as NP may direct.
Contractor's records shall concttﬁlvely be presumed to be true and correct if
no written exception is takem, to any item within twenty four (24) months
following the end of the Fm\anual Year for which the expenditure statement
has been submitted to N,E;wv/

The NP shall treat adtwdata and other information supplied by Contractor
hereunder as conh@é%t:al and shall not reveal such information to third
parties except wijttrthe consent of Contractor, which consent shall not be

‘unreasonably withheld, for the duration of Exploration operations in the: part

or parts of the Contract Area which Contractor has not relinquished. NP may
nevertheless use any such information received from Contractor for the
purposes of preparing and publishing general or public records or statistics on
petroleum or other condition in the South Sudan and in connection with any
dispute between NP and Contractor.

All information, data and their interpretation and the studies acquired by the
Contractor under this Contract shall be considered as confidential and shall
not be disclosed to any third party without prior written approval of the
Minister, except that such approval will not be required for the Contractor to
disclose any of such information or data

(a) to its sub-Contractors, consultants or financial advisors that are bound
to a confidentiality obligation with respect: to such data and
information;

(b) as may be specifically required by any court, tribunal or arbitration
panel having jurisdiction in a legal process involving the Contractor—_
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(4)

(5)

(6)

(1)

(2)

(1)

environment after termination of Commercial Production. During “the
Commercial Production Period, Contractor shall build up sufficient funds for
the fulfiiment of the environmental protection plan accordmg to the
accounting procedure as set out in Annex C.

Contractor shall obtain within ninety (50) days after Discovery Date and
maintain' adequate insurance to cover the risks in connection with or in
relation to the Petroleum Operations and any other activities related thereto
and as may be required by South Sudanese Law and/ or by international oil
and gas practice during the term of this Contract.

Contractor shall establish an insurance plan, to be approved by the Minister,
for its operations hereunder and shall obatin the insurance contracts in
accordannce therewith. Such insurance shall cover e.g. but not limited to,
damage to equipment, installations, third party liabilities, costs of blow-outs

‘and regaining control of wells. Contractor shall endeavour to ensure that its

sub-Contractors obtain insurance to cover their risks under their relevant
contracts. All costs related to insurances shaH be recovered by Contractor
from Cost Oil and Gas. %« >

Government shall indemnify the Conh%actor against ali damages to which it
may be held liable on account of the”“éovernments actions, or the actions of
the Government's representatlves,ﬁo this end Government shall at all time
indemnify and hold the Contrag&;@fz/and its officers and agents harmiess from
all ctaims and liabilities for dea‘t%h or injury to persons or damage to property,
excluding any liability for co,msequentlal or punitive damages or loss of profits.

/‘m,.

.-

LAY ARTICLE XVI
PRIVILEGES O%NP AND GOVERNMENT REPRESENTATIVES
Duly authorized N@v/and Government representatives shall have access to the
Contract Area&CGVered by this Contract and to the operations conducted
therein. Mnnls&‘éfr Representatives may examine the books, registers and
records of Contractor and make extracts there from, surveys, drawings and
tests for the purpose of observing the proper implementation of this Contract.

Minister Representatives shall for this purpose be entitled to make reasonable
use of the machinery and instruments of Contractor. Minister Representatives
shall be given all assistance by agents and employees of Contractor.
Contractor shall offer Minister Representatives all privileges and- facilities
accorded to its employees, agents and Contractors and shall provide them,
free of charge, with the use of office space and. of adequately furnished
housing while they are in the field for the purpose of achieving the objectives
of this Article.

ARTICLE XVII
EMPLOYMENT AND TRAINING OF SOUTH SUDANESE NATIONALS

It is the desire of NP and Contractor that operations hereunder be conducted

in a businesslike manner. _ T
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(2)  The expatriate administrative, professional and technical, personnel employed
by Contractor and the personnel of its sub-Contractors for the conduct of the
operations hereunder, shall be granted such entry, work and residence
permits as may be required without prejudice to the South Sudan Laws and
regulations relating to public policy or public security and the approval of the
Minister, which approval shall not be unreasonably withheld.

(3) Contractor shall select its employees and determine the number thereof, to be
used for operations hereunder, :

(4) Contractor shall, from Effective Date and upon consultation with NP prepare
and carry out specialized training programs for all qualified South Sudanese
employees engaged in operations hereunder with respect to applicable
aspects of the petroleum industry. On-the-Job training is to be a significant
part of the training program. Contractor will undertake to replace gradually its
expatriate staff by qualified nationals when they become available.

(5) Contractor will not hire unskilled labour ,f{gm outside the South Sudan as
expatriate employees. o
Ay
(6) Contractor agrees to a goal of haygng the following proportion of South
Sudanese nationals, excluding unskilled labour, in its employees in the South

Sudan: _ ) ,{;%:;’

(a) after 5 years from the Effective Date 25%
N
Y ?

(b)  after 10 years from Biscovery Date 50%

In the event that thexﬂ;éﬁ‘\l‘\tractor is unable to meet these goals, a detailed
report will be submitgéd%to providing evidence of reasons why the goals were
not met. If Contractd¥ fails to reach the goals stated above, Contractor shall
pay one % (1)=ffom monthly salary fund of Contractor personnel as
compensation fe&)”

- (7) The salary structure shall be based on the principle of equal pay for equal jobs
regardless of the nationality of the respective personnel.

ARTICLE XVIII
LAWS AND REGULATIONS

(1) Contractor, its agents and sub-Contractors. shall observe, comply with and
abide by the Act and the Rules and South Sudan’s Laws and regulations,
including, but not limited to, regulations for the safe and efficient
performance of operations required to carry out this Contract, regulations for
the protection of the environment, sanitary regulations for the conservation of
petroleum and natural resources of South Sudan, prevention of pollution,
security and employment laws and regulations. If and as long as national
legislation on such matters does not exist, international standards shall apply.

- T
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(2)

(3)

(4)

)

(2)

(3)

(5)

(1)

fsr A

Contractor shall not directly or indirectly or in any way whatsoever engage in
any transaction prohibited by law.

The interest, rights and obligations of the ‘Government, the Minister, NP and
Contractor under, and for the effective term of this Contract, shall be
governed by the provisions of this Contract and shall only be altered by
mutual written agreement of the parties hereto. ' :

Government shall use its authority and take all necessary action to promote
and facilitate the operations whenever possible,

ARTICLE XIX
RIGHT OF REQUISITION

In case of national emergency and throughout its duration, but no longer, the
Government may requisition all or part of the production obtained from the
Contract Areas hereunder and/or require Contractor to increase such
production to the maximum. The requisigjon shall be up to the maximum
required for local consumption and Govermﬁ"ent shall in this case first use any
NP Profit Oil and NP Profit Gas in order,&\%atisfy the requisition requirements
and any amounts required from the (;Qia%ractor shall therefore only be for any
local consumption not covered by N@P}’oﬁt Oil and NP Profit Gas.
~ _

In all cases requisition shall no&;b%yeffected except after notifying Contractor

or its representative in writing by-the Minister.

A
The requisition of productioigﬁﬁall be effected by Ministerial order.
b

In the event of requiéfiit@ﬁ, the Government shall pay Contractor, for the
period during which reguisition is maintained, all Cost Qil and Cost Gas and
Contractor’s share a@movided in Article VII hereof. Payment shall be made in
United States Douﬁl”s to Contractor’s account maintained outside the South
Sudan. Payment(for all requisitioned Cost Oil and Cost Gas and Contractor’s
share as provided in Article VII shall be made on the due dates for payment
for the production if it were not requisitioned. The price of Petroleum
requisitioned shall be determined in accordance with Article XXXIV.

The Government guarantees that a temporary requisition shall not be a
ground for a permanent nationalization, expropriation or confiscation of
Contractor's assets and/or Contractor's share of oil and gas production and/or
related facilities.

ARTICLE XX
SERVICES, PURCHASES AND CONTRACTS

In disposing of Petroleum, Contractor shall give first priority to local demand
On a pro rata basis to other producers of Petroleum in the South Sudan. To
this and Contractor shall from the Commencement of Commercial Production
comply with any request from NP to sell Petroleum for local consumption in
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‘the South Sudan, over a period, and in such type, grade, quantity and quality
to be determined by NP. E

(2) Contractor shall sell Crude Oil and Gas to all purchasers, including
-Government and affiliate companies, at prices not lower than the competitive
international prices for oil or gas of the same grade, gravity and quality at the

time of each sale on a net-back basis to the sales points in South Sudan.
Contractor shall furnish the Minister and NP with all evidence and information
pertaining .to such sales including, the contract or contract of sale, a
statement of the quantities sold including a detailed description, an indication

-of the purchasers and countries of destination, per unit price realized F.0.B.

at the Point of export from South Sudan and a statement of the prevailing

international prices.

(3) With respect to any purchase, sale, or delivery pertaining to Petroleum
Operations, it is agreed that all commissions, brokerage, fees, allowances or
other similar fees shall in no event be allowed if internationally. efficient
operating petroleum companies are capable to undertake such purchase, sale
or delivery by their own means. Without prejudice to the aforementioned in
this paragraph (3), the commissions, brokerage fees, allowances and other
considerations or compensation therefgg e,”if allowed, shall in no event be
higher than the tocal or the internation,@ir\; te, as the case may be.

(4) Contractor shall not obtain from apn§ LAffiliated Company or any other person
or entity any services, assistancesadvice or know-how save those an efficient
operating petroleum company ifdternationally and in the normal conditions of
things provide for itself. Cor).cfa“"étor shall pay for such services, assistance,
advice or know-how only .0 an actual, direct, fair and reasonable cost-
reimbursable basis which @Q%H in no case be higher than international prices.

(5) Minister shall promptl,y'%% fully furnished with all information and evidence
relating to the pu;-ba’se, sale, delivery, service, assistance and advice
referred to in paragﬁ«f‘@phs (3) and (4) above.

?TM

(6) Contractor shallﬂ%\;e priority to local Contractors as long as their terms and
conditions are competitive with those of other Contractors tendering for work
related to Contractor’s operations. '

(7) Contractor shall give preference to locally manufactured materials, equipment
and consumables which are available in the local market and comparable in
quantity and quality and price to goods to be imported by Contractor.

(8) Contractor may utilize the services of South Sudanese airlines or agencies
thereof for passenger and cargo air transportation, provided such services are
reasonably competitive in price and quality to the services otherwise
available.

(9) All procurement of equipment, facilities, goods, materials, supplies and
services required for Petroleum Operations shall be on a arm's-length-basis
and shall, unless otherwise approved by NP or the Minister, be obtained as a
result of competitive bidding. Contractor shall provide the Minister with the
proposed shortlist in each case of closed tendering for approval withi‘gien
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(10)

(11)

(12)

(1)

(2)

(3)

(1)

(2)

/

days after closing the tendering, if the estimated value of the tender_ is more

than US$ one Million ($ 1,000,000).

All contracts in the value of more than one hundred US$ (% 100 ,000) to be
entered into by the Contractor shall be submitted to the Mmlster for review
and approval, as the case may be.

Contractor shall furnish the Minister wuth copies of all contracts entered into,
within ten days after signature thereof.

All contracts to be entered into by the Contractor shall be done under the Act
of Registration and Quahﬂcatlon of the South Sudan.

ARTICLE XXI
HEALTH, SAFETY, MEDICAL AND EDUCATIONAL SERVICES

Contractor shall install, maintain and use modern health and safety devices
and shall practice modern health and safety procedures and. precautions
(including safety training instructions for its> employees) in accordance with
the best practices. Contractor shall comp]“\y with all written instructions as
may, from time to time, be given by the‘\gﬂmster

Contractor shall from Effective Date; \fuTmsh free medical treatment, care and
attention to all employees of Cont:r%otor and NP employees directly working in
the Petroleum operations of A&kge Contract Area in which Contractor is
conducting operations, and tlme"Y? respective spouse and children and shall
establish, staff and mamtamc 4uch dispensaries, clinics or hospitals which
prudence shall require uhder the circumstances. Without limiting the
generality of the foregmﬁwgk,«whenever Contractor employs one hundred (100)
or more persons in an%ne region or work site, it shall maintain there a
dispensary or hosplta\%jeaded by a resident medical doctor.

Contractor shall no‘ta»?y the Minister immediately of any death of or injury to
any person or OQEbreak of any disease in any area in which Contractor is
conducting operations.

ARTICLE XXII
ASSIGNMENT AND SEVERAL PARTIES

Except as provided herein, Contractor shall not assign or transfer in whole or
fn part to any person, firm or corporation any of its rights, privileges, duties
or obligations under this Contract or mortgage, pledge or otherwise encumber
an interest herein without, the prior written consent of NP, which consent
shall not be unreascnably withheld. NP shall either grant or refuse to grant his
consent within sixty (60) days of submission by the Contractor of a request
for assignment.

No holder of any shares or other equity interests in a legal entity that is
included within the definitin of “Contractor” under this Contract, shall assign
or transfer, in whole or in part, to any person, firm or corporation, any_of the
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(3)

(4)

(5)

(1)

(2)

(3)

(4)

shares or other equity interests in such party, or mortgage, pledge or
otherwise encumber the shares or other equity interests in such party without
the prior written approval of the Minister, which approval can only be withheld
for good reason. The Minister shall either refuse or grant his approval within
sixty days of submission of the request by Contractor.

Upon the consent of NP to any assngnment Contractor shall wnthln nmety (50).
days submit to NP every executed and delivered instrument of assignment.

The instrument of assignment shall contain a valid and binding undertaking of
the assignee to be bound by all covenants, terms and conditions of this
Contract and any modifications and -additions thereto that up to such time
have been made.

If more than one company or entity is Party to this Contract and included
within the definitionn of “Contractor” in the Contract, the liabilities and

_obligations of 'such companies and entities hereunder shall be joint and

several, and the failure of one of such Parties to perform its share of the
obligations in the Contract shall not relieve any other such Party or Parties of

its or their obligations to perform fully..a# of the Contractor’s obligations

pursuant to the terms of this Contract, whjch obligations shall include, without .
limitation, the obligation to contmue a/}?d to prevent any interruption in the
Petroleum Operations from occurrmdurmg the period of any such failure to
perform by another Party.

The provisions of this clause sha?knot relieve the Party failing to perform of
any liabilities to the NP or gﬁ“@ other Parties hereto that such defaulting
company or entity may haveasa result of its failure to perform ist obligations
under this hereunder, incluf %ﬁg any claims for losses or damages to the NP,
excluding any claims for&@ysequentnal or punitive damages.

Ao
/Awa;.\w\

™
5
A& ARTICLE XXIII
o FORCE MAJEURE
o . . .
Failure of either party to perform or comply with the conditions of this
Contract shall not be a ground for cancellation or give NP or the Government
any claim for damages insofar as such failure arises from an event or force
majeure and the Contractor has taken all appropriate, precautions and
reascnable alternative measures with the objective of avoiding such event
and carrying out'its obligations hereunder.

Contractor shail take all reasonable measures to cure such failure and to fulfil
the terms and conditions hereof with a minimurn of delay.

Contractor shall immediately and in any event not later than fourty eight {48)
hours notify the Minister of the occurrence of the event of force majeure and
similarly notify the Minister of the restriction of normal conditions within the
same period. Without prejudice to the provisions of Article XXIV, Contractor is
bound to continue the performance of its obligations under this Contract.

For the purposes of this Article XXIII, force majeure shall include acts of God,
fire, unavoidable accidents, acts of war, or conditions arising out—o

v
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attributable to war (declared or not declared), civil war, strikes, and other
labour disturbances, transportation, embargo or blockade, floods, storms and
other natural disturbances, insurrection, riots and other civil disturbances or
any other cause not due to the fault or negligence of Contractor whether or
~not similar to those enumerated, provided that any such cause is beyond the
reasonable control of the minister or Contractor and not due to the fault or
negligence of either of them including any event caused by the failure to
observe good and sound oil/gas field engineering and business practices or by
the negligence of the Contractor, its employees, agents or sub-contractors.

(5)° If as a consequence of force majeure, operations hereunder remain in
: substantially total suspension for a period of three (3) months, the term of
this Contract-shall be extended for the affected area by the time of such
suspension or suspensions, provided however that if the duration of any such
period of suspension shall exceed two (2) years, both parties shall promptly
and without delay meet to agree an practical steps and measures to
overcome’ or resolve the force majeure situation or to mitigate its
consequences to the minimum. Failing such practical steps, either party may
terminate this contract wholly or in part in respect of the affected areas but
without prejudice to the right of the othegfgarty to claim reasonable damages
whenever justified or seek any other legalremedy.

I

(6) The Goavernment shall incur no reséf’Qﬁsibility whatsoever to Contractor, its
employees, agents or sub-Contracirs for any damages, restrictions or loss
arising in consequence of such exé:pt of force majeure.

(7) Payments of surface rentals;@!,a'fféiw training shall not be affected by any events
of force majeure. @;j«; ‘

sty

%
PR ARTICLE XX1V

<&SETTLEMENT OF DISPUTES

g

(1) Any dispute Or%z;}difference arising between NP or the Government and
Contractor in connection with, arising out of, in conjunction with or incidental
to this Contract or with respect to the interpretation, application or execution
thereof shall in the first place be settled amicably. Failing such settlement it
shall finally be settled by arbitration.

In such event, NP or the Government and Contractor hereby consent to
submit alt and any of such disputes or differences to the exclusive jurisdiction
of a panel of three arbitrators that shall hold the proceedings and take the
decision in accordance with the rules of the Internationat Chamber of
Commerce (ICC), Paris, as in force at the date of theses proceedings,
excluding ordinary proceedings.

(2) The decision of the arbitration panel shall be taken by majority decision and
shall be conclusive, final and binding among the parties hereto.

(3)  The arbitration panel shall consist of three (3) arbitrators that shall be

appointed as follows: —
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(a) Each Pa’fty shall appoint one (1) arbitrator and so h’otify the other
Party of such appointment and those two (2) arbitrators shall by
unanimous decision appoint the third arbitrator; - '

(b) If any of the arbitrators is not appointed within thirty (30) days after

' receipt of written request to do so, either Party may request in writing
the President of the Chamber of Commerce Zurich, Switzerland, to
appoint the arbitrator(s) not yet appointed and to designate an
arbitrator to be the President of the arbitral tribunal. The President
shall forthwith send a copy of that request to the other Party., The
President shall comply with the request within thirty (30) days from
the receipt thereof or such longer period as the Parties may agree;

(c) If the arbitrator fails or is unable to act, his successor shall be
appointed in the same manner as the arbitrator whom he succeeds;

(4) The arbitration panel shall also be entitled to decide on the validity of this
arbitration clause.
,é,\x
(5) The arbitration proceedings will be held _jmj?_’urich, Switzerland.
(6) The Parties hereto agree on the Eng{i_isif“f ’!anguage as the language applicable
to the arbitration proceedings. Py
/\&:;:v;
(7) The full and final consent to arBjtration expressed herein shall equally bind
any transferee in interest of 3@y of the parties to this Contract.
7
(8) The Parties undertake to gugfﬁfbly with any provisional measures recommended
H I S )
by the tribuna 5:\%
(9) The Parties shall extcgf‘]jd’ to the arbitral tribunal all facitities (including access
to Petroleum Operfé;ﬁ”ons) for obtaining any information required for the

proper determinaﬁ’@n of the dispute.
)

(10) The operations and activities under this Contract or which have given rise to
arbitration shall continue during the arbitration proceedings.

(11) Judgement of any arbitral award may be entered in any court having
jurisdiction for enforcement,

ARTICLE XXV
NP RIGHT TO TERMINATE

(1) NP shall have the right to terminate this Contract if Contractor does not
furnish the Corporate Guarantee specified in Article 1I (1) (d) within a
reasonable period of time after the Effective Date.

(2) NP may by notice terminate this Contract and claim damages for important
reason, especially, without limitation, if any of the following events occurs:
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(3)

(1)

(a) If Contractor has failed to make any of the payments under this
Contract on the due dates or has failed to comply with any other
conditions of this Contract and such default is not cured within ninety
(60) days after notice by NP or within such longer period as may be
specified in the notice. '

(b) If Contractor has voluntarily dissolved, liguidated or wound up its
affairs, or has made an assignment for the benefit of creditors or has
petitioned or applied to any tribunal for the appointment of a trustee
or receiver for itself, or of any substantial part of its assets or has
commenced any proceedings relating to it under any bankruptcy,
organization, arrangement, insolvency or readjustment of debt or if
any order to that effect is issued or an application is filed and
Contractor has consented or acquiesced thereto.

{c) If Contractor has failed to comply with any final judgment of a

competent court in relation to this Contract or with any final decision
of an arbitral tribunal constituted hereunder.

(d) If the Contractor has knowingly made a false statement or

representation to NP or the Minister>’
/\a\;

(e) If Contractor has assigned any-ifiterest, duty, right or obligation under
this Contract contrary to pr_g;\”?*igffons of Article XXXI hereof, and such
default is not cured within sixty (60) days after notice by NP or within
such longer period as ma@f%é specified in the notice.

Ky

(F If Contractor has extr;a%?éd any mineral other than Petroleum without
the prior written cosent of the Minister, except such extracts as may
be unavoidable as.a result of, operations conducted hereunder with
accepted petrole@;@m"industry practices and which promptly and in due
time are notifi@%to the Minister or his duly authorized representatives.

iz

- Termination shall f%}t’e place without prejudice to any right, which may have

accrued to NP gnder the Contract before or after such termination. Upon

termination by NP every right of Contractor hereunder shall cease except its

right to remove its belongings from the Contract Area after settling all claims

due to the Government. Contractor shall not be relieved of its obligations -
which have accrued prior to the effective date of or arising out of or related to

the termination.

: ARTICLE XXVI
GOVERNING LAW AND JURISDICTION

Subject to Article XX1V, this Contract shall be governed by and construed in
all respects in accordance with South Sudan Laws and Regulations, and to be
supplemented by standard customs and usage in the international petrofeum
industry and such accepted principles of international law as may be
applicable. Government acknowledges that Contractor has entered into this
Contract in reliance on the Act, Rules, laws, decrees, and regulations of South
Sudan as they exist on the Effective Date, and NP and the Gove;gmgg;
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(2)

(3)

(4)

(5)

hereby confirm that all rights granted to Contractor hereunder are in
conformity with the Act, Rules, laws, decrees and regulations.

During a transitional period of maximum six years, starting on July 9™, 2005,
the German Civil Code (“Birgerliches Gesetzbuch”) and the German
Commercial Code (“Handelsgesetzbuch”) apply. They will be replaced by
comparable laws of the South Sudan, to the extent that and as soon as such:
laws come into effect, and such laws will then apply exclusively. The
transitional -applicability terminates the Ilatest, upon expiration of the
transitional period. .

In the event that any change in the laws, decrees, rules or requlations of
South Sudan occurs subsequent to the Effective Date hereof, which materially
restricts, divests or limits any rights or benefits accruing to Contractor or
which materially increases Contractor's financial obligations under thig
Contract or under laws, decrees, rules or regulations of South Sudan as in
existence on the Effective Date hereof, such change shall be applicable to the
Contractor. :

For purposes of the above paragraph, ata“‘ﬁ'}material increase in the South
Sudanese tax burden, including the im@i@@ition of an oil export tax, which is
not of general application, levied on Contractor and sub-Contractors, shall be
treated as a material increase in Cog@actor's obligations.

3

Promptly upon receipt of suc@tice, NP and Contractor shall meet to
negotiate, in good faith, and agiee upon modifications which need to be made
to the terms of this Contractyto restore Contractor's economic rights and
benefits hereunder to a Iev@;équivalent to what they would have been, had
such change not occurre%or upon such other remedies they agree may be
appropriate. In the evaﬁgw‘athat the Parties are unable to agree within ninety
{90) days after Contra@%r's notice to the NP (i) whether a material change to
the law decrees, rulgs-or regulations of South Sudan has occurred subsequent
to the Effective Da‘fﬁ;é”which materially restricts, divests or limits any rights or
benefits accruingsto Contractor or which materially increases Contractor’s
financial obligations as aforesaid or (ii) upon the modifications which may be
needed to the Contract or upon such other remedy as may be required then
either Party may refer the matter(s) in dispute for determination pursuant to
Article XXIV. The arbitratars, in such event, shall be empowered to determine
whether a material change in conditions has occurred and the modifications, if
any necessary to the Contract to restore Contractor's economic rights and
benefits to a level equivalent to what they would have been, had such change
not occurred.

ARTICLE XXVII
CONVENTIONS, CONTRACTS AND GOVERNMENT CONTRACTS

This Contract shall not be construed so as to impose on the Government any
obligation which conflicts with any obligations imposed on it by any convention by
which the Government is bound, nor shall it, subject to Article XIV hereof, prejudice
Or constitute a derogation from any rights or privileges created by any contract or

. ’—\ .
NP SET -

pd

scon I
wy

ATA 32

W



contract, other than the Production Sharing Contract covering the Contract Area
.under this Contract by which NP and the Government is bound.

ARTICLE XXVIII
NON-~WAIVER

The failure of either party at any time to require performance by the other- party of
any provisions hereunder shall in no way affect the right of that party thereafter to
enforce the same nor shall it affect that party’s right to enforce any of the other
provisions of this Contract; not shall the waiver by either party of the breach of any
provisions hereof be taken or held to be a waiver of any subsequent breach of such
provision or as a waiver of the provision itself. '

ARTICLE XXIX
RULING LANGUAGE

All communications under this Contract (as defined in Article XXXIII hereof) shall be
made in the English language which shall be thewfmtg,j}’ng language of this Contract.
AN
ARTICLEXXX
HEADINGS.AND TITLES
~

. S '
The headings and titles of Articles®of this Contract are solely made for the
convenience of the parties heretg;\"‘”é"ﬁd shall not be used with respect to the
interpretation or construction of thevsaid Articles.
3

)
v
e
e,
ey
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o2 ARTICLE XXXI
AMENOMENT, MODIFICATION AND REVISION
T

(1) This Contract @hd the rights thereby granted and obligations therein
stipulated may be amended, modified or revised by the mutual Contract of NP
and Contractor. Such amendments are to be in writing signed by both parties.

(2) All parties explicitly state herewith that no other contract or contracts and/or
side letters or addenda exist in respect of any of the contract mentioned
herein.

(3) All terms and conditions out of this contract and all other information hereto
shall at all times be held in confidence and the parties involved in this
contract agree not under any circumstances to discuss, to inform others,
make publicly known or privately in any way disclose any information related
to this contract. '
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(1)

(2)

(3)

(2)

ARTICLE XXXII
GAS

If Gas is produced or capable of being produced from the Contract Area, NP
and Contractor shall in good faith study. ali possible economic alternatives for
its use and decide on the best alternative for NP and Contractor mcludmg its

Iocal exploitations industries and otherwise.

The cost and expense of producing associated and non- assocnated gas shall
be recovered in accordance with the cost recovery principles of Article VII.
Article VII shall apply to the value of associated and non-associated gas if
sold and not used in operations, flared or reinjected. Associated and non-
associated gas not exported or used in operations or flared or rem]ected or
sold shall remain the property of the Government

Should Contractor or NP develop a market for associated and non-associated

gas in South Sudan and/or other countries, Contractor and NP shall promptly
meet and consult for the purpose of agreeing to and forming a joint venture
or joint operation agreement to market such gas. All risk, cost, and expense
including capital expenditure and operating expenses required to gather such
gas in the field at the point of being flared and to treat, compress and
transport it to point or points of sale shall be the responsibility of the joint
venture if formed. For the purpose of this Article ,associated gas” means
natural gas which is produced in association with Crude Oil from wells located
in the Contract Area and covered by this C«a?}tract Non-associated gas means
gas which is not produced in assomatlon wﬁh Crude Qil.

/,T_W«m
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ARTICL XIII

WORK PROGRAMS, BUDGEL? ND APPROVAL PROCEDURES
Contractor shall submit for thexarpproval of the Minister within four (4) weeks
from the Effective Date, th{frst Work Program and budget setting forth the
Petroleum Operations wh;cla Contractor proposes to carry out and initiate for
the first Financial Year. B’zathat time the Contractor should also submit a bank
letter confirming that gg?e Contractor is financially able to fulfill its obligations
under that Work Pg@gTam For the subsequent Financial Years, Contractor
shall submit befocgw st October of each Financial Year for approval of the
Minister, a Work¢Rrogram and budget setting forth the Petroleum Operations
which Contractor proposes to carry out and initiate during the next Financial
Year.

Each activity, namely Exploration/Appraisal, Development and production
shall have its own Work Program and budget. Each Work Program and budget
shall set out in detail for each Quarter period all aspects of the proposed
Petroleum Operations to be carried out including all relevant data and
information and estimated costs, duration of each operation for each project
and the estimated monthly rate of production of Crude Oil and Natural Gas.
Such Work Program shall also include measures to be taken to comply with
the Work Obligations of Contractor.
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(4)

(5)

(1)

Each Work Program and budget shall include forecast of Yea.rly activity for the
four (4). Year period following the end of the relevant Financial Year or the

" period up to termination.of the Contract, whichever is shorter.

No Petroleum Operations shall be carried oyt unless and until the relevant
Work Program and budget have been approved in writing by the Minister. The
Minister shall notify Contractor of its approval (whether or not conditional) or
otherwise, of a proposed Work Program and budget, '

(a) within thirty (30) days of receipt of the first Work Progra'm and
. budget;

(b) by 31 December of the previous Year, in réspeét of each subsequent
Work Program and budget.

The Minister-may give notice to Contractor that a proposed Work Program and
budget submitted by Contractor is approved subject to such conditions as the
Minister may specify in such notice or may give Contractor notice that a
proposed Work Program is to be revised either in whole or in part. If
Contractor considers that any revision required by the Minister renders.the
Work . Program. and budget non-commercial, Contractor shall within fifteen
(15) days to notify the Minister of its reasans for coming to such a decision.
Thereupon, the Minister and Contractor-shall meet and discuss the revision
required by the Minister with a view to resolving any differences. If the Parties
fail to resolve their differences within thh;g*?j“’(30) days from the date of the
first of such meeting then, notwithstangffgg the foregoing, the Minister may
direct Contractor to incorporate the revistons required by the Minister into the
proposed Work Program and budge"&g,,‘sfubmitted by Contractor under this
Article provided, however, that suchﬂx flange shall not increase or decrease the
budget as proposed by Contractor.of any affected expenditure item by more
than five per cent (5%).and doesriot substantially alter the general objectives
of the Work-Program in accordapce with the Minimum Work and Expenditure
Obligations for the Exploratigrkp‘eriod and/or the agreed Development plan.

It is recognized by the Mifister and Contractor that the details of a Work
Program may require changes in the light of changing circumstances; thus
Contractor may withogttthe prior approval of the Minister, yet duly informed,
make minor changes~which shall be deemed as part of the approved Work
Program and budg€bt provided that such changes in budgeted items shall not
increase or decrease the approved budget for any affected expenditure item
by more than ten per cent (10%) and do not substantially alter the general
objectives of the Work Program.

ARTICLE XXXIV
VALUATION OF CRUDE OIL

It is the intent of the Parties that for the purposes of the valuation of Crude
Oil to determine the value of Cost Oil under the Contract, the prevailing
market price for Crude Oil, net of transportation tariff, shall be the basis as
further elaborated below,
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S (2) For the purposes of determmmg the value of the quantity of net adJusted
production of Crude Oil allocated as Cost Qil pursuant to Article VII in each
Quarter, the Crude 0Oil Price expressed in U.S. Dollars per Barrel at the Intake
Point of the transportation system (hereinafter referred to as "Net-back Crude
Oil Price") for the said Quarter shall be used.

(3) The Net-back Crude Oil Price for each quality of Crude Oil during any Quarter
shall reflect the prevailing market price F.O.B export Delivery Point expressed
in U.S. Dollars per Barrel (hereinafter referred.to as "Export Crude Oil Price")
for that quality of Crude Oil for such Quarter, net of transportation tariff for

delivery using the Transportat:on System to the export Delivery Point,
Accordingly,

Net-back Crude Oil Price = [Export Crude Oil Price] minus [Tariff] '

where: “Tariff” shall refer to the transportation tariff in U.S Dollars paid or
payable for each Barrel of Crude Oil lifted at the export Delivery Point in
accordance with the provisions of the Crude Oil Pipeline Agreement (to be
entered into when applicable).

Where, as a result of the transportation and delivery arrangement pursuant to
Article XXXV, the quality (API grade, sulfur and other constituents) of Crude
Qil lifted by Contractor is significantly different than the quality of Crude Oil
produced under the Contract due to the commmgling with other crude oil in
the Transportation System, and if any compensatory quality differential price
adjustment is either received or paid byg Contractor, as the case may be, in
accordance with any mechanism provxde \For in the transportation agreement
(to be concluded in the future), such @”““hty differential price shall be applied
to the Export Crude Qil Price before,é@termlmng the Net-back Crude Oil Price.

»“*\/

(4) The Export Crude Oil Price in<&ay Quarter for each quality of Crude Oil
produced under the Contract.- 55"511 be the weighted average price actually
realized F.O.B Delivery Pomﬁwexpressed in U.S. Dollars per barrel for all
cargoes delivered durmg shuwgh‘ Quarter by both Government and Contractor to
third parties in arm's-lengih“export-sales (excluding barter trade) and shall be
determined in the follo@pg manner:

(a) Within ten (‘kﬁ) days following the end of each Quarter, the Parties
shall exchafx’b’e reports summarizing the actual sales realized in the
said Quar?“’efr to third parties in arm's-length export-transactions. The
report shall be substantiated with full supporting documentation,
including copies of relevant commercial invoices, for each cargo
together with pricing, payment terms, receipts and detailed price
calculations.

(b) Following the exchange of information, the Parties shall agree on the
Export Crude Qil Price, failing agreement, Minister and Contractor shall
meet, within ten (10} days of the aforesaid exchange of information, to
discuss and to endeavour to establish together the Export Crude Oil
Price by reference also to prices of other crude oils which were sold on
the export market on arm's-length-transactions between willing sellers
and willing buyers during the same period, taking into account similar
grade, quality, geographical area, sales terms and similar quaptity—_
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(5)

(6)

(7)

(8)

(1)

If during’ any Quarter no Qolume of Crude Oil is disposéd of by Minister or
Contractor in arm's length transaction on the export market, then Minister

~and Contractor shall meet to mutually agree upon the Export Crude Oil Price

to be used for such Quarter, taking into account prevailing market prices for
crude oils of similar grade, quality, quantity, sales terms and similar
geographical market during that period and in accordance with the procedures
stipulated in sub-paragraph 4 (b), above. Pending such mutual agreement the
price used shall be the last price determined pursuant to paragraph 4, or
under this paragraph 5, whichever is the later, and appropriate adjustment
shall be made thereto after mutual agreement on the Export Crude Oil Price
has been reached by the Minister and Contractor,

It is understood that Contractor shall confirm with the Minister or Minister
Representative to:

(a) Follow up of the export quality;

(b) Provide market studies and outlet forecast in the 'various market
areas; and v

(c)  Furnish any other information concerning the Crude Oil market
conditions. ’

¢
A,

Any quantity of Crude 0il that Goveﬁnz;ﬁent wishes to purchase from

Ay

Contractor's share of Crude Oil shall be valued in accordance with the

provisions of paragraph (3). A

In the application of this Article @the valuation of Crude Oil, the Export
Crude Oil Price shall be detéfmined before deduction of any taxes,

commissions, brokerage, or ,é{é“éounts and with due allowance for any
differences in credit terms (WQ‘E}& er term spot sales).

R

AU ARTICLE XXXV

MEASUREMENT, TRANSP@RTATION, DELIVERY AND LIFTING OF CRUDE OQIL

A‘SZW

Crude 0il e
A&

(a) The volume and quality of Gross Production of Crude Oil shall be

measured at the Production Measurement Point “PMP”, also referred to
as “Intake Point”).
The Contractor shall install, maintain and operate all facilities
necessary for the transportation and delivery of the said Crude Oil to
the Intake Point, including facilities for metering such Crude Oil at the
PMP.

(b) The volume and quality of Crude Oil delivered to the Contractor and
Government shall be measured at the Delivery Measurement Point

"DMP”.
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(2)

()

- (d)
(e) |

()

(9) |

()

The transportation of Crude Oil from PMP to DMP shall be cafried out
by a transporter, under the terms of the Transportation Agreement.
The transporter shall install, maintain and operate the necessary
downstream facilities from PMP to DMP, including facilities for metering
the Crude Qil at the DMP, o :

Methods and Vprocedures for measurement of volume and quality of -
Crude Oil at both the PMP and DMP shall be as per the Transportation
Agreement, to be signed between the Parties and transporter.

~ The Parties shall pay a tariff, to be agreed upon and defined in the

Transportation Agreement, based on the volume of such Crude Oil
metered at the DMP, : :

The volume and quality of Crude Qil to be delivered to the Contractor
under the Contract shall be determined in accordance with the
provisions of Articles VII and XXXV, and the Accounting Procedures as
set forth in Annex C and such deliveries to the Contractor shall be at
the export Delivery Point,

The Crude Qil deliveries to be lifted or taken by the Contractor and
Government during a given Year shall be provisionally calculated
during the first fortnight of the month of December preceding the Year
concerned on the basis of factors dg{iped by the Parties under the
terms of Articles VII. Before the end”of every Quarter of the Year
involved, these quantities shall bg;‘réadjusted in relation to the final
data supplied and approved by thé.Parties. :
Before the end of the first QL@E}Y&F following the Year involved, the
quantities due to the Contra@%r and Government for the said Year
shall be finally approved. 4 Ea’djustments which may be made shall
apply to the quantities of crude oil to be lifted immediately after.
o

Title to Crude Oil, delivieréd to the Parties, under the Contract together
with the correspondiag risks, shall pass to the Parties at the Intake
Point. A

O
N

Measurement -

(a)

(b)

P vy
s
‘?“*7.‘;_

Contractor @\consultation with the Minister, shall in accordance with
good and sound oil and gas industry practice, prepare, not less than
ninety (90) days prior to the beginning of each Year following regular
production, and furnish in writing to the Minister a forecast setting out
the total quantity of Petroleum that Contractor estimates can be
produced, saved and transported hereunder during each Quarter,
which shall bé subject to the Minister final approval. Contractor shall
use the best oil and gas field and business standards and practices to
produce the forecast for each Quarter.

All Crude Oil produced shall be accurately metered for purposes
required by the Contract. Measurement shall be conducted in the
following manner:
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(3)

(aa)

(bb)

(cc)

(dd)

Lifting

Contractor shall, in the presence of Minister Represent'atWes,
measure  all ‘Crude - Oil produced and saved using the

- international standard measurement methods and good- and
. sound oil and gas field devices. Minister Representatives shall

examine and test whatever appliances are used therefore. If

~ upon such examination or testing any such applianc_e shall be

found to be out of order or defective in any way, the Minister
may require that the same be put in order or replaced by
Contractor, and if such request is not complied with in the time
specified, the Minister may cause the said appliance to be putin
order or replaced and may recover from Contractor all expenses
arising there from or incidental thereto. If upon such
examination, as aforesaid, any error shall be discovered in any
such appliance, such error shall be deemed to have existed for
three (3) calendar months prior to its discovery or from the
date of the'last examination and testing whichever occurred
most recently and in that event the quantity shall be adjusted
accordingly.

If Contractor desires to adjust, repair or replace any measuring
appliance, it shall give reasonable notice to the Minister or the
duly authorized representative of the Minister to enable him to
be present during such operations.

A s

Contractor shall keep full an@lﬁ"orrect accounts for all Petroleum
measured as aforesaid an@ﬁe duly authorized representatives
of the Minister shall have~access at all times to the books of
Contractor containing/;sgé;th accounts and may make excerpts
therefrom. Contractepshall quarterly and annually submit to
the Minister abstra@ifg of such accounts in due time which shall
in no event exceed-gne (1) month.
L7

Such accountssshall be prepared in accordance with the laws
and regulatjoris of the South Sudan.

o

7

et

(a) Subject to th@brovisions of the Contract Parties shall have the right to
separately-‘@ke, lift and export all of the Crude Oil and Gas to which it
is entitled as determined by Article VII, free from all duties (excluding
port duties at marine terminal) and taxes as well as all petroleum tax
fund repatriation obligations, and to retain abroad all funds acquired
by it including the proceeds of the sale of its share of exported Crude
Oil and Gas.

(b) Whenever Contractor offers a price equivalent to the highest bid made
by a third party or company dealing at arm's length with regard to
terms and price for any part of the Crude Oil and Gas which the
Government intends to sell, Contractor shall be allowed to purchase
such Crude Oil and Gas at the said highest bid, provided that the
terms of purchase offered by Contractor are in the opinion of the
Government better than the terms offered by other bidders_and
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(1)

(2)

provided further that the option to purchase shall not be exercised
except within the limit. of the tender and that it shall not apply to more
than 50% of the Government's share of export Crude Oil and Gas
produced in any Financial Year under the Contract.

(c) At a reasonabl_é time prior to the first Commercial Production, the

Parties shall agree on scheduling tanker lifting from the export delivery

point.

ARTICLE XXXVI
NOTICES AND REQUESTS

All notices, requests, reports, approvals,- consents, designations or other
communications collectively referred to herein .as “communications” required
by, provided for, relative to, or permitted to be given under this Contract,
shall be made in writing and in the English language. All communications shall
be delivered, in the case of the Government to the Minister or such other duly
authorized representative or agency of the Government as may one
designated in writing by the Minister, in the case of NP to such duly
authorized representative of NP and in the case of Contractor to the office of
the Manager in South Sudan. A delivery of communication shall be deemed
effective when delivered to the addresses shown in paragraph (3) below or
any other address which either party may-etherwise duly designate to the
other party. (g\ff“

—
A

Nothing in this Article shall be deemeq;/tb relieve Contractor from filing any
report, return or other communicag@ required by the Act, the Rules and
other South Sudan Laws and Re%ﬁ‘a’tions at the time and in the manner
therein prescribed. s

N
D
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(3)

(4)

(5)

The address of the Minister shall be:

Kinga George Longokwo
P.O. Box 39892
00200 Nairobi, Kenya
Phone: +254 20 574814
Fax: +254 20

E.Mail: ghirghis.kenga@yahoo.comuk

The address of NP shall pe:

‘Bullen A. Bol

P.O. Box 39892

00200 Nairobi, Kenya

Phone: +254 723403101

Fax: +254 20

E.Mail: ghirghis.kenga®yahoo.comuk

The address of the Contractor shall bg\z/%\%’
o
SET Energy GmbH w::f*ndustrial & Financial Group ASCOM
Mr. Riidiger Bohlen -~ Mr. Anatol Stati
ABC Strasse 19 7= 18. Renasterii bivd.

20354 Hamburg, Germany -~  Chisinau MD-2005, Republic of Moldova
Phone: +49 40 441800-0 43~ +373 22 244487

Fax: +49 40 453231 ~~ +373 22 242792
E-Mail:ofﬁce@set-ener,g}i“com info@ascom.md
7
\:7.,“?_>
%\,
NP SET \é( :
ASCOM Z \'/

41



IN WITNESS WHEREOQF, the parties hereto have caused this Contract to be signed
-and executed by their legally authorized representatives in four original copies the

day and year first above written,

For the NP: ‘ ’ .

For the Contractor:

N S
Executed @{ZXTJWWZ ZW) Executed‘f}\j‘%!"»\?—z‘%\ ,/Q" ,\xﬁ‘ng

Place and Date

Place dnl Dase

]

?O’C\B

g(’( Zlé‘/)/ /;2 g @ o —Q“ﬁc“f?.lw Vs U'@’U (G 1 AN

Nanie

Name

Signature

Forthe Govermmnent:
B

%, Y\
P

ey
oy

Executed LA —ﬁf_—.g el

D> ) Signature

For 'Iie Contractor:

Exceited Vool fine

Place and Date

(S/iénalure

/ dD b
' ' Place and Date /%)
'l{ - »A%;:Rj/ < - .
[~ ¢ : & /e /
et o R 35 - ¢ t _ ylo
.'/\= L _;(u B -”11'&,5'-[5( g,ﬂ\,;-%\y : /7Y
AV L Name 7\ o PR
. - 5O
S "w;
----- i S -
Sighature”’ ‘) A
— Topeg?

m{%ﬁ&w{/\

28 2005
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ANNEX A

DESCRIPTION OF THE CONTRACT AREA <<< X >>>

BLOCK (<< »>>>)

AREA: . Square Kilometers |
......................... . Square Miles
CLARK ‘ WGS
CORNER | LONGITUDE LATITUDE LONGITUDE LATITUDE
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Concession areas for oil exploration in the Sudan
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ANNEX C

ACCOUNTING PROCEDURE

Attacnea to ana made an Integral part of the Exploration and Production 'Sharing Contract.

(1)

Provisions /Definitions:

The definitions contained in Article I of the Production Sharing contract shall apply
to the Accounting Procedure and have the same meaning.

(a)

(b)

(e)

Precedence of Documents. In the event of any inconsistency or conflict
between the provisions of this Accounting Procedure and the provisions of
the Contract treating the same subject differently, then the provisions of the
Contract shall prevail. '

Revision of Accounting Procedure. By mutual Contract between the
Minister and Contractor, this Accounting Procedure may be revised from
time to time.

Statements of Activity. Contractor shall’ pursuant to Article IV of the
Contract, render to the Minister within{&hy five (45) days of the end of each
calendar quarter a statement of Exg@rﬁtion operations and a statement of
Development operations reflecting<@ll charges and credits related to the
operations for that quarter summagized by appropriate classifications indicative
of nature thereof. : o

N Y
sguesscnsiie

7N

Audit Rights. All statements™for Exploration operations and Development
operations for any Calendar Year shall be presumed to be true and correct
twenty-four (24) monthiﬁgl\?ollowing its submission unless within the said
twenty-four (24) mont@period the Minister takes written exception thereto.
Pending expiration ofsaid period the Minister shall have the right to audit
Contractor's acco%‘r;r\t%’, records and original supporting documents for such
period. R

Books and Record. Contractor's original books for Petroleum Operations shall
be kept in the South Sudan. All such books shall be kept in United States
Dollars.

Currency Exchange. All South Sudanese currencies expenditures shall be -
translated to United States dollars at the official buying rate of exchange
issued by the Bank of Sudan daily, and all other Non-United States dollars at
the buying rate of exchange for such currency as quoted by the National
German Bank, Frankfurt at 10:30 a.m. local time, on the day in which the

<
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(2)

(9)

CLASSIFICATION, DEFINITION AND ALLOCATION OF

“expenditures ar€ recorded. A record shail be kept of the exchange rates usea

in translating Sudanese currency or other non-United States currency.

Charge for Interest on Investment. Interest on investment shall be charged
as a recoverable cost under this Contract, - :

_ COSTS AND
EXPENDITURES.
(a).  “Exploration Expenditure” shall ‘mean all expenditures, costs and expenses

(b)

(c)

for Exploration operation including such expenditures, costs and expenses
incurred after the Effective Date of this Agreement.

"Development Expenditures” shall mean all expenditures, costs and
expenses incurred for Development operations with the exception of
Operating Expenses made after the commencement of Commercial
Production.

“Operating Expenses” shall mean all costs and expenses incurred after
commencement of Commercial Productioﬁ%ﬁ,which costs and expenses are not

normally depreciable. O
A
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- New Material (Condition “A”). New material transferred from
Contractor's  Affiliates' warehouses or other properties shall be
priced at cost, provided that the cost of material supplied is no
higher than international prices for material of similar quality
supplied on similar terms prevailing at the time such material
was supplied. .

- Used Material (Condition “B” and “C"). Material which is in sound

: and serviceable condition and is suitable for reuse without
reconditioning shall be classed as Condition “B” and priced at
seventy-five percent (75%) of the price of new material.

- Material which cannot be classified as Condition “B” but which is
serviceable for its original function but substantially not suitable
for reconditioning shall be classed as Condition “C” and priced at
fifty percent (50%) of the price of new material.

- Material which cannot be classified as Condition “B” or Condition
“"C” shall be priced at value commensurate with its use.

- Tanks, buildings and oth\é“b} equipment involving erection
costs shall be charged at\@‘ré applicable percentage of knocked-
down new price. PN

AUV
P
POy

- Warranty of Material /?Urnished by Contractor. Contractor does
not warrant the ~E‘g:éa-terials furnished beyond the dealers’ or
manufacturers' guaranty and incase of defective material, credit
shall not be recorded until adjustment has been received by
Contractor from manufacturers or their agents. Contractor shall
obtain a ganufacturer warranty practicable according to
internatiopal industry standard and practice.

Qﬁ?
(e) Transportation. T;a““rjgportation of employees, equipment, materials and
supplies necessary“for the conduct of activities, as follows:

(aa) Transportation of employees to South Sudan;

(bb) Transportation of employees by termination of service;

(cé) Annual Vacation ticket (twice);

(dd) Transportation of employee’s family which shall be limited to a

maximum of three full tickets (for spouse and depending children).
Transportation costs for employees and their families incurred as a

T r—
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OrYIn snalt Not De cnarged 1o Sudan operations.
(f) Services.

(aa) Outside Services. The cost of consultants, contract services and
utilities .procured from third parties shall be subject to the
approval of the Minister for cost exceeding three hundred thousand
US Dollars (US$ 300,000).

(bb) Cost of services performed by the Minister or by Contractor or
Affiliated Companies in facilities inside or outside the South Sudan.
Regular, recurring, routine services, such as interpreting magnetic
tapes and/or other analysis as evidence by timesheets, shall be

.. performed and charged by Contractor at an agreed price. Such price
shall be agreed upon by the Minister as the case may be. Use of
Contractor's or Affiliated Companies, wholly owned equipment shall
be charged at rental rate commensurate with the cost of ownership and
operation, but not in excess of competitive rates currently prevailing in
the international market and subject to prior approval of the Minister.
Contractor’s and Affiliated Companies rates may include administrative
overhead costs. '

(9) Damages and Losses. All costs or expe?is}es necessary to replace or repair
damages or losses incurred by fire, ﬂg@) storm, theft, accident or any other
cause not controllable by Contractgél?%ﬁrough the exercise of due care and
diligence. Contractor shall promgf }”vfurnish the Minister with a written notice
of damages or losses incurred, abd shall provide a report of the same notice
within ten days. , NS

N
(h) Insurance and Claims. Thegéfélst of any public liability, property damage and
other insurance against Jiapilities of Contractor, and/or the parties or any of
them to their employeés*and/or outsiders as may be required by the laws,
rules and regu!ationsﬁg@'the Government or as the parties may agree upon.
The proceeds of ans@zghch insurance or claim collected shall be fully reported to
the Minister and %ﬁied against operations.

(i) Indirect Expenses. Camp overhead and facilities such as shore base,
warehouses, water systems, road systems, salaries and expense of field
supervisory personnel, field clerks, assistants, and other general employees
indirectly serving the Contract Area.

)] Legal Expenses. All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection of the Contract Areas,
including attorney's fees and expenses as hereinafter provided, together
with all judgments obtained against the parties or any of them/o/;lgg_:_ggnt of

< 2
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(4)

(5)

()

(m)

entire project.

Other departments such as legal, controllers and engineering
which contribute time, knowledge and experience to the
operation the foregoing does not preclude charging for direct
services.

Anytime contractor is conducting Petroleum Operations, Contractor's
personnel engaged in general clerical and office work, supervisors and officers
whose time is generally spent in the main office and not in the field, and alf
employees generally considered as general and administrative and not charged
to other types of expense, will be charged to operations. Such expenses
shafl be allocated each month between Exploration, Development and
Production operations accerding.to sound and practicable accounting methods.

Taxes. All taxes, duties or levies paid in the Sudan and/or South Sudan by
Contractor with respect to this Contract,

INVENTORIES

(a)

{b)

(©)

Periodic Inventories, Notice and Repregé‘jptation. At least once every Year
or at reasonable intervals within a year, inventories shall be taken by
Contractor of the operations maﬁt;;é\ﬁa!, which shall include all such
material, physical assets and @Qbﬁtruction projects. Written notice of
intention to take inventory shall b&given by Contractor to the Minister at least
thirty (30) days before any invaél; ry is to begin so that the Minister may be
represented when any inventpfy is taken. Except for tack of notice, failure of
the Minister to be represepted at an inventory shall bind it to accept the
inventory taken by Contractér who shall, in that event, furnish the Minister
with a copy thereof.  &n”

Reconciliation and ,A:%Ustment of Inventories, Reconciliation of inventory
shall be made by €dntractor and the Minister, and a list of overage and
shaortages shall”@iﬁé jointly determined and the inventory adjusted by
Contractor.

Asset Register. Contractor shall maintain and keep up to date a register of its
assets. Such register will record the type of assets or assets broken down by
category on a reasonable basis, quantity, acquisition date and cost,
depreciation, book value and serial number or other identification or
markings, if applicable.

DISPOSAL OF ASSET AND OTHER CREDITS

/s
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when the exploration obligation - has ‘been met, costs, expensés and
expenditures shall be recorded in major accounts including the following

- " Exploration Expenditures

- Development Expenditures other than Operating Expenses
Operating Expenses

- Necessary sub-accounts shall be used

- Revenue accounts shall be maintained by Contractor to the extent

necessary for the control of recovery of costs and the treatment of Cost
Recovery Crude Oil/Gas.
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(1)

(2)

ANNEXE
'JOINT OPERATING AGREEMENT TERMS

Operations

For the purpose of communication, coordination and proper carrying out of
Petroleum Operations and subject to the provision of the Contract, the Parties

- hereto shall establish a Joint Operatmg Agreement (JOA) in accordance with the

following terms and principals:

{a) Government and Contractor shall each appoint two (2) full representatives
respectively to form the Management Committee (MC). All aforesaid
representatives shali have the right to present their views on matters
brought before the meetings held by the (MC). The chief representative
from each Party shall be the spokesman on behalf of the Party to the
Contract. Each Party shall have the right to change its representativés at
any time by notifying in writing addressed to the other Party to that effect.

(b) The chairman of the (MC) shall be the representative designated by the
Minister and-the vice chairman shall be the representative designated by
ASCOM and SET, both parties hereinafter called “Foreign Parties”. The
chairman of (MC) shall preside over meetings. In his absence, the vice
chairman shall be designated to act as.the chairman of the meeting. The
Parties according to need, may desngné‘l‘:“e a reasonable number of advisers,
experts or outside consultants, who m,g attend all or part of the meetings in
an advisory role as required w1thout-votmg right.

/%V
A regular meeting of the LMQ@«) shall be held at least once a Calendar
Quarter, and other meetlrlgi? if necessary, may be held at the request of
any Party to the Contractwpon giving reascnable notice of at least fifteen
(15) days to the other garty of the date, time and venue of the meeting and
the items to be dlscussed and the venue shall be any places as may be
decided by the (MC;ﬁrom time to time.
3\

(d) No action on an@“matter shall be taken at the meeting unless the matter
has been mciuaéd on the agenda or the representatives of the Parties agree
that a matt*é’ﬁ for which no prior notice has been given shall be dealt with at

~ the meeting.

Powers

Without prejudice to the rights and powers of the Minister under the provisions of
the Contract the (MC) shall exercise the following powers:

(a) Review and recommend to the Minister the Work Program and budget
and any revision thereto in accordance with the provisions of the Contract and
any subsequent amendments thereto.

(b) Review and approve on the award of any task to sub-contractors,
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(@
(d)

(e)

("

(9)

(h)

()

contracts or service contracts within the budget, all subject to ‘and in
accordance with the provisions of the Accounting Procedures.

Determine and announce the date of Commercnal Production.
Approve all techmcal publications by either party concerning the Pro_]ect
Review and recommend to the Minister on the insurance program proposed

by Contractor and emergency procedures on safety and envnronmental, ,
protectxon

Review and recommend to the Minister personnel trainin'g programs and
replacement of expatriates by nationals;

Review and approve minutes and/or resolutions of (MC) meetings, and
discuss, and review, other matters that have been proposed by either Party.

Review and examine matters required to be submitted to relevant
authorities of the Government and/or approval of the Minister.

Review and recommend to Minister Contractor's organization and salary
structure. :

*

M,
Eed

Decisions of the MC P

(a)

(b)

(c)

{\y

No recommendations may bevmade by (MC) unless at least one (1)
representative of each Party@ present at the meeting. Decisions of (MC)
shall be made unanimo ST% through consultation. Al decision made
unanimaously shall be deem%?as formal decisions and shall be equally binding
upon the Parties. /(%‘/ :
)
When matters upon:“wh(ch agreement cannot be reached arise, the Parties
may convene anoﬂger meeting in an attempt to find a new resolution thereto
based on the pmﬁeple of mutual benefit. Failing agreement on such solutions,
the Contract@%mwm continue to work and perform under its proposals, save
envnronmenta&%ssues until a solution is reached.
v

In the event the (MC) is unable to agree on any particular item ("disputed
item") in @ Work Program submitted by Contractor, the Contractor shall have
the option to proceed with the conduct of Petroleum Operations in respect of
the disputed item at its sole risk. If, after undertaking the Petroleum
Operations in respect of the disputed item at its sole risk, Contractor can
prove that such Petroleum Operations have resulted in material and
tangible benefits to the Parties, such disputed item shall then be deemed an
approved item,
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(d) At the end of each (MC) meeting, the minutes and the decisions reached in
accordance with the preceding paragraphs (a), (b) and (c) abave shall be
recorded in writing by the representative of the Contractor and signed by the
representatives of both Parties as approved.

(e) The minutes of (MC) meetings and the decisions reached in them shall be
deemed strictly confidential and shall not be divulged by the Parties or by
the members of (MC) to any third party.

(f) ~ All cost incurred by the Contractor and approved by the (MC) for the
carrying out’ of Petroleum Operations and the (MC) duties shall be
considered as Petroleum Costs and be recoverable from Cost Oil and/or Cost
Gas, as the case may be, subject to the auditing and Accounting Procedures
and other provisions of the Contract.

(g) . However, the cost of services provided by consultants or experts shall be
borne by the Party who appointed them pursuant to this ANNEX herein above
and shall not be considered as Petroleum Costs unless the consultant or
expert is appointed by the Contractor at the request of the (MC).

(h) Traveling expenses, including per-diem, food and lodging expenses incurred
by the Parties’ representatives within the framework of the meetings of the
(MC) shall be either paid directly or@mbursed by the Contractor to the
Party who defrayed them and shall be tonsidered as Petroleum Costs and be
recoverable from Cost Qil and/or Cd?b'éas, subject to Accounting Procedures
and other provisions of the Contt;;';:;c'?f:m

O
(4) Warranties I{;;f:»,v
Ay
Each Party hereby severally waf%’%?%ts to each other Party that, at the date of the
Contract: g:m

(a) save as disclosed iﬁﬁé Contract, the interests of that Party as indicated in

Article 111 are he!é«é@“i‘ entitled to be held by that Party as beneficial owner;
/‘”‘slx“’"

(b) there are no .mon gages, pledges, liens, charges or encumbrances against

the interest ofithat Party relating thereto; and
ook

(c) there is no Titigation nor are there any Government actions or proceedings
pending or threatened affecting the interest of that Party of which that
Party has notice and which may in any way impair any of that Party’s

rights.

(d) Each Party warrants to each other Party that it has full right, power and
authority to enter into and implement the Contract and that it has taken alf
necessary action to authorise the execution and implementation of the
Contract.

(e) AS5COM severally warrants to each other Party that, at the date of the
Contract, it has and Is contributing to the percentage interest as indicated
in Article II1.
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iy >kl severally warrants to each other Party that, at the date of the

. Contract, it has and is contributing to the percentage interest as indicated
in Article III. ' :

(5‘) Operator

(a)  All petroleum Operations shall be carried out by the Operator, subject to.
the control and direction of the (MC). The Operator may carry out the
Petroleum Operations through its servants, agents and sub-contractors.

(b) Petroleum Operations carried out by the Operatbr shall be carried out on
behalf of all the Parties in proportion to their respective percentage
interests.

{c) Subject to the Contract for the. purposes of Petroleum Operations, ASCOM
_ is designated by the Contractor as Operator and may exercise all of the
rights, ‘liberties and discretion as would be available to the Operator and

shall comply with the provisions of JOA.

Appointment and removal of the Operator shall be subject of (MC)
decision. ‘

(6) Authorities for éxpenditures (AFE)

(a) The Operator shall, before entering into any commitment or incurring any
expenditure under an approved ‘Work Programme and budget prepare a
draft AFE of the estimated costs to Berincurred and the times at which
payment on account of such costs g@?’é’nticipated, and shall submit a copy
of the draft AFE to each Party. Eagh Party shall within 14 days after a
receipt of the draft AFE notify the@perator and the other Parties whether it
approves of the draft AFE. A | irty shall be deemed to have approved a
draft AFE unless notice of ngr-approval is communicated to the Operator
within the 14 day period reférred to.

s

(b) If the Parties, holding{é”e\r’centage interest sufficient to pass a majority
vote, approve or areéci;eémed to approve a draft AFE submitted by the
Operator, then suchiapproval or deemed approval shall, after the term of
paragraph (a) Wasﬁngpired, constitute an AFE to the Operator in terms of
the draft AFE aqg‘“;shall oblige the Parties to pay their percentage interest
shares of cos_té%/a?ising or incurred in respect of the subject matter of the
AFE. o

N’;.,‘:

(<) If necessé%? to carry out an approved work programme or project, the
Operator is authorised to make expenditures in excess of the approved AFE
up to, but not exceeding, 10% of such AFE. The Operator shall promptly
notify the Parties if such expenditures are expected to exceed such AFE by
10% thereof, and submit a supplementary AFE for approval.

(d) A Party shall not unreasonably withhold its approval to such supplementary
AFE submitted by the Operator where the additional costs were properly
incurred by the Operator in carrying out the original AFE in accordance
with the terms of approval. '

(e) The Operator shall be entitled to exceed an AFE in cases of emergency
expenditure involving any actual or reasonably apprehended substantial
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