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Co _ REPUBLIC CFP YEMEN

- . PRODUCTICN SHARING AGREZMEINT )
' BETWEEN
MINISTRY OF OIL AND MINERAL RESOURCES

gt
o

AND

CRANJE-NASSAU YEMEN 2.7 AZND 2NSIN

v
B2
'
) . Py
— i mel . .

s bE
(XADRAMAUT) TIMITED }

) L ccnstTituTas the Agreement betiween the RIFTILIC CF YIMEN (=
i TS =s "II¥M cr M"YIMEN") resressnted Dy the MINISTEY
i SISQURCZIZ (hereinafter rafesrced to as "MINISTRY zx "MCME") andy
! 11c (hecsinafier zeferrsd to as "Clyda") a cexzcraticn duly ci}
Do gxistinz under =he laws and regulaticns = Scztlzand eand regisw
. city of =Zdinzurzh registraticn NYo. 32369 and r
ERRE (rereinzitsr zefsrzed to as “Wersx Hyd-:s") a corozc
N g exigting znder tha laws and regulaticns =i Nexwey &
h cf Oslic rsgisgtrzticn No. ©6136¢336; znd Cranje-wass
i referzsd ts as "Oranje-¥assazu") 2 cergorzticon 2ul
; under t=hz laws znd regulaticns ¢f the Yetherlands a2
) ¢Z Amstariam registratizn No. Z10.683, and Anszn W
i (hereinzitar referrsd to as "Ansan WikZs") a ccrocorac
! existing under the laws and regulaticns o the Czyms
{ in the zizy cf CGrand Cayman registratisn No. 43373
: Cranje-iasszu aznd Ansan Wikfs JoinTly and saveralily
3 T2 28llzctively as YCCHTRARCTCRM
i
: W H T R I A S : all natural rescurcss including =21l its derivwe
: gnergy ssurgas sxisting in the surfzce or subksurizcz =< the greum |
: territcrizi watsIss, cor centinentzl shaif and tha arntire eccnemic
: the Reztzilic of Yemen are the gressriv ci the STATI:; =znd h
. M
o : WHZIZTRI A S ¢ The STRTI wishes tTo promete the Isvelopment I
- Sstrolieun rescuscss in the Acreement Arsz dafinmed in this Agreeméd!
CCNTRACTIR wishes to jein and assist the STATT ia the ZIxg
Tevelcrmant and sreducticn of the potantial Fstrsleun Rescourc |
Agreement Aarea, (3lock 32 HCWARIME)} ; and :
! W % EZ R A S : The STATE suthcorizsd the MINISTIR of OIL anc
H RISQURCZIZ to negctimte and executa this Agrzemsnt in acccrdance
o Tiztzd tetween the STATZ and zhe CCNTHACTCR: znd

L
1

WHTITAS : 4 Presifential Tecrze shall e igsued expressl
T =3

<

. =
P [P




uncer
Zevelcrzent, preoducticn, storin

TNLS5S adISEIelll @3 w  sesrieema—e oo - .
Tering and transperting of Crude 0Oil i thg

e

igreement irea, and pcssesses all the necessary financial resources and ‘ugi

technical and cr
descr

(2

[

(54
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[
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An VAffiliated Cezpany! : Means a ccZgany:

. e

cfessicnal ccmzetance tO carry cut the retroleum Operatic:i
iked under this Agreement.

- —

¥

n
v:‘_ X

¥
T

rarties hereto agree as to the following:
ARTICIZ 1
DEFINITIONS

nferring a mnajority cf wvetes
gxzzny is cwrned direczly

(2 which 1is +the c¢wner dirsctly or indirectly of share
cecnferring a majority of vetes at stockholders! meetings cf
Rerete; cr

vctes at steckholde:
cenferring a majer:™

~ -

.
arty hereto are cwnel

- ey d

(3) whese share capital cenferring a majerity
meeting cf such ccmgany and the share capi
of wvectes at stcckhclfers! =msecing cf oa

édirectly or indirectly &y the szze ¢

($) which directly or indirectly ccocntrels, is ceomirsiled

undéer ccommon contrel with a party herecs.

'''' tZ2 word "centrol®

right to exercise =cre than Iifty zsercent (50%) of

rights at sharenclders' or partners' =eetings. Fecr the purpc

this definiticn, the term "gparzy herets" nmeans the MINISIRY cr =
p—— It S N el

of the ccmpanies cecxgrising CCHNTIRACTCR.

(L

Zaring igreement and any ra

Hagraement ¢ Sha

-

Aa

"Agreement Area'' : Meeans the area =
cn tThe nap lakeled Annex "3" which =2
area may ke reduced Ifrecm tizme to %I

this Agreement.

i ¢ this Agreement. Tk
e

s gescrired in Annex "A" and shc-
ne
2 1n acccrdance with Article

"
‘i
‘o
1

':H*QQ’

[

izzed Ges 1s the Gas which is associated
3u = zny welil in the Agreement Area,

araticn at the lease separators. The afcresz
1 the elexents that are ccrmponents of =

"

(Y} l.}s.u\nm
[

uAsscciated Gas'' : Associ
ruZe Qil when it is @
can ze azcguired after se

ww

k¢ ]

cdescrirticn includes a o
Asscciated Gas pricr =to its zsrocessing throuch the extractizn
ccndensaticn, distillztizn and liguidicaction facilities. | ,

’

. . N
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rZazeyn I wCiNSilcs =we =€ woewe Smmam—erm
tezcerature of siity '—o) cecgrees .anre““elg and atuospherlc gressu
‘cf 14.65 PSIA. 3
uCezmercial Discevery " : Xeans a discevery which the CCNTR2:AC cT

determines to be worthy of ccmmercial Developzment, as set forzth 3
Artiele 3.4 of this Agreement. }3

!

=ercial Gas Well" : ¥eans the first well cn any geolegical featur:
which, after testing fcr a period cf not =cre than thl:-v(“ﬂﬁ
censecutive days where przctical, and in acccrdance with sound ar
accerted Fetroleum Industry preducticn rractices and verified Ly MOM
is considered ty CONTRACTIR to ze capakble cf prsducing Dry Gas at 3,
gze rate sccnexnically justifying the ;“certal;“- ef zppraisal work ;

llc~

[P

averzg gnenl
Tw2 date c¢f discsvery =f a Cemmercial Gas well is the date cn whiz.t

the Ministry that sutch well has been testad an:

CCNTRACTCR nctiiiss
czpleted, according To the zbove.

3

N

b
)

noom=ercial 0il Well" : Mezns the Zirst well cn zny geclogical fsaturc:
which, after testizng Zcr a cgerizd cf et =mers2 than thirty (
ccnsecutive days In acocriznce with scund and accepted Fetrol
Industry zrcoducticn gractices and In the cpinicn of the CONTRACTIR o
ca;able ef preducing Fstrsoleum &t a rate that accnomically justifiss
the ncer zking .¢f apzraisal weri. The cate cf establishment c=<.7
Ceomercial 0il well is ths date =n wihich tEs CCNTRACTOR netifiszs
MINISTRY that such well zzs keen ccoxrleted and tested ccc~rd;"g <o
akscve. Such notice is to ze civen, togestisr with a report of <h
=ecg3lts and cther imfcrmzticn availakle fzonm tha well, =o later
thizzy (39) Zfays Scllewing tha censlusien =22 guch zesting. ;

UCCNTRACTCR! : Mazns tia C::::ny(s) set fcrth In the prearmtle 1

te this Agrzement znd zny cof thelr :=ssignees, as previded fer in articl !

29 z£ this Agree=mexnt.

wCsst QilM : Means tha ccst-recevery Cruds Cil rsferred to in Aartici
.2.1 of this Agrssms=nt. :

"custczs Duties' : Means the Custcms Jutiss @s defined in Articles 12 ¢

this Agreerment.

"Dependent Uait" : Means any cosoos raticn, authczity cor cempany, ST

dirsctcrate cf the MINISIRY, authcs ized zv %the Minister acc--dirg <

Arzicle 31 cof this-agressxment, - te undertzke.the. richts and okbli

ef =he MINISTRY ccncsrning this Agreemenc.

"Developzent' : Shall inmclude zut is not Limiced te, all the
K < =

ceraticns and activities sursuant To aprrcoved Werk Frograms and
:ndsr this Agreexent, i:cl:d‘:g Dut net limited to the dr ;
desgp ning, plugging tackk, side tracking, redrilling, ccnpleting z-
equirping cf develcrrment wells; thea cdesign, censtructicn, installacico
cgaratien, Se*VlC_“ and *a_“:enance cf eguizzment, lines, systenms,

-/ ’

da
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1.21

facilities, plants

ané related creraticns in cecanectien with
przsucticn and cperaticza cf wells, the zrcducticn, saving, treati
processing and handling cf Petroleum; the taking, saving, sterict
urarsoortlng and delivering of Liguid CrLce 0il for export: and t“i
undertaking of re-pressuring, recycling and other secondary reccver

the entire Develcrment 3lock or Develc::e“

"Development Area' : Means :
3lccks ccvering the entire ceological structure capable of productic
—\-—

as cafined in a Reguest fcr Ccnversicn to Cevelcprment Area signed Ly tToe
CNTERCTCR and apgreved ny e MINISTIRY. -

"Development Block" : Means an area, the ccrmer points of which have =
te csincident with six (6) ainutass by six (6) minutes latitude zan
lecngitude divisicns acesrding to the Intersaticnal Grid System exc:ﬁ
whers limited by the existing becundaries cI the Agreement Area. W5

nbevelopment Expenditures'': Yeans zll ccsts, exgenses and exnenal"“j
fcr Tevelcrment cperaticns with the excepticn cf Crerating Expenses

2
"Developzent Period!" : Means <the rericd Icr conducting Develegmel
crerzticns as previded in article 3.3.(&) .§§

. i o

"Dry Gas' : Iry g&s is 2 nen-zsscclzted zEs, cor the natural gas I
exiszs in any geolecgical rsserveir that dcas not include 0il. The atcy
descripticon is applied <z all natural gas that is produced to =
surfzce and which Is meotT I assccizticn with Crude Cil cr ccndensas
nEffective Date" : Means zhe date =% =ial Decrze ratifyi l
this Agreezent as gfrovidsd I arcticle Agreement. -

]
"Exzlisraticar : Shall incliude such g= eochemical, cecphysica: ;
aerizi andé ct“er susveys, &and ios buereor, as nmay &
ccnztz2ined in the &zoreved werk Freco ets, and the crilli:_
cf such shet holes, ccre acles, st ests, holes Zcr
discovexry cof Petrsiesum or thie agrrai Tcieun disceveries
ctisr relatsd holes and wells, znd X ursh cr acguisiticn cf s
suppiies, materials, servicss and ecuirment thereci, as may be centains
in the zpprcved Werk Frogrzns and Sudgets., The verd explcre means T
act £ ccnducting expleratica. XE

“Exzleratic 2 Advisory Ccxz=zittee® : Means the Ceoni
designated =¥ beth Fartiss durin ;2lcrzzicn Fericd as

L2 3>---_---
- o) b

and Zefized in Article 4.3 ¢

"Exzlcratic -xpenc-t"‘ s'* 21l expsnditures, ccsts and
exssnses incurred Ier IZxrlcraticn activitiss after the Effective Zaw

~=aew

of xis Agreement..

wn
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1.24

MExploration Feried"

"Initial ZIxpleraticn Period" and "Seccﬂﬁ

Exploration Period' : Means the reriods of EZxplcration as defined A
Arcticle 3.3. (a)

» - &g
vExploration Work Program and Budget : Means Work Program and Budge |
fer Zxplcraticn as cefined in Articzlie 4 znd descriked in Annex "C".

ngas : Means Dry Gas and/or Associzted Gas. o

nTzitial Cezmzmercial Preducticn' : Means the first date ugcen whiq@
reguiar prciucticn o Crude 0il Izem ¢ irst Jevelcpment Aresa I}
transported frca such Develcpment xrsa fc

cr srocessing at a refinery.

ol
H
()]
Ue}
[ o
a]
s
)
n
m
0
H
n
]
Jt
m
m
t
]
0
"
ol

"Licuid Crude 0il" or "Crude 0il' or "Qil" : XYesans any hydreocar
precdcced fzcm the Agreenment irea I a2 liguil stats a2t the wellhead
lezse seraraters, and exists in Ths liguid Zfcrm azt a temperature
sixTv (6Q) Degrees Tahrenheit and zinospheric gressure of 14.65 PSI

nuinimum Werk ChBlIzatiza @ Yez=ms The nminimum =
perZcrmed Dy CONTRACTCS with resgsct to tha Initial Zxpleraticn Fer
or the Seccnd Exploraticn Fericd, as &arprlicatle, as described in an

lICIl .

MINISTER" : Means the MINISTIR CF JIL ANWD MINZFAL RISOURCES %}
cr zny cther Miniscter Zesignatsd ZI-ca tiza to tinme by the SIATE <
regrssent the STATZ with reszect = this Acreemenct.

PMINISTRY" or “MOMR'' : Means the MINISTRY oF OIL AND MINERAL RESCURCEIS
¢ RIY.

: 3
wMizizum Expendituse Obl;;ation" : Msans th2 minismun expenditures Tzs I}
vaifd Lky CCNTRACTOR £fcr Explerztizn with resgect to  the Tpiciz?
Exzlcraticn Period cr the Ssceond Ixplceratizn Ferisd, as aprplicakle, 3
descriked In innex "C". i3

P

mcnth, acecording To th

cf the calendar =cnti
e zrplicable Drcv1s;;f
day accecrding to 4

fMezth" cr "Calendar Meontkh' : ¥eans a calznda
Gragcrian calendar, stérting cn zhe firsc =2z

- e W
unlsss aneccher startiang date is Indicatad i

- b

¢ this Agreement. The term "3zy" =xezns

b e

Grsgcrian calendar.

oy .
s Raand)

ans =tThke total woliunme .u

n¥onthly Average Taily Net Freduction : Ne
Sarrels cf Liguid Cruce Cil prcducesd and saved fr 1 all the Develc"- ol
Arezs Cr Slecks and nct used ia Fetzoleum ¢

in = -

diviZed ky the numier of Zays in such Mensh

ceraticns during = Xc:t~f

-
-
-

—

"Oserating =xpenses'" : Mezns all cests, expenses and expenditurs:
incurred arfter Initial Cecmmercizl Freducxticzn, which costs, expenses a:

expendituras are nct ncrzally deprscizble, in accesrdance with ceneral’ ,
accsrted acccunting sractices in tha Fetrclieunm Industry .
o g
Doz -
AY

: I NS

ﬂ¥1¢*
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Crerating Ccapany, &nd the Operatin cnpany, as app.llcaple, gesighacs;

to cenduct the Petrcleum Operaticns as specified in Articles 3.1 and
cf this Agreement.

"Orerating Ccapany' : Means the ccmrpany established pursuant to Articls

6 and Annex "E" of this Agreement.

"Parties' : Means Gevernment cf The Repukblic ¢f Yemen acting by .
and throuch the Ministry <f Cil and Mizeral Rescurces, and th:
CCHNTZACTCR. o
"petroleum! : Means Liquid Crude 0il of variczus densities, asphalf, Tr.
Gzs, Associated CGas, &nd all cther hydrcczrzcn substances that may =71
fcund in, and producsed , cr ctierwise cttainad and saved frea th
Agrzement Area acccrding to this Agreement aznd all substances that =ay

3

Ee extracted therefrca. ,

nPetrsleun Izndust=y' : Means the Intarnzcicnal petrsleunm incdustzy.
s AT

trocleunm Operaticas! : Means Zxzplcecraticn znd Develcpment operat--.ﬁﬁ
3

nHea
and all cther cgeraticns authcrized c<r ccentexplated under thiy
agcraement.

=y
nprzduction Sharing OilM : Means the Crucde Cil to ke chared between_'ﬁ§§
STATE and the CCNTRACTCR as descrized in Arzicle 7.2 of this Agreenenc?

"Quartert or "Calendaxr Quarter! : Means a rericd of three (27}
tive months feginmning cn January ist, April ist, July 1lst, =204

1st cf each Tear.

"Reguest fcx Cecaversiona to Develcrzernt =]
Ey <the CCNTRACTOR and arprcecved =y the MINISTEZR Zor the purpcse <o
rect to a Ccmmercial Discevery ¢
=

defining the Develcpz=ent area with res

oil. he Zorm cf such r-eguest 1s attached o this Agreement as Anne:l !
nwon C
"Reyalty : Means the reyalty To which the SIATE is entitlad 13,
acesriance with Article 3.2 cf this Agreement. :

"ROY Zacczme Taxes'" : Mezns tTha tzaxss

4

neCrn : Means the amcunt =oF cne (1) cukic I <
cZ space at stmcssheric ors a ktase temperaturs
cf sixty (64Q) decrees Fahre

-
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1.37

"Work Proqran and sudget' : Means the annual tudget and work:
Ixrlcraticn end/or Zevelcrzent uncder this Agreemenc.

PRI 3
LRERIFON

nYear" or " Calendar Year' or "Tax Year' or ""Financial Yeaj
period of twelve (12) consecutive Menths, according to th i

calendar, starting on January 1, unless another start;nc
inédicated in the aprlicable provisicn of this Agreement.

g
1.49 wysMIN"® or MROY" or "STATE" : Means =the RESUVELIC OF i
"GCVERNMENT" means thie GOVERNMENT <f the REFUSLIC CF YEZIMEN.
3
i
ARTICIS 2 q;
ANNEZXTS
1
innsxes AW, ngn noe npn nTe wwe ugn znd "H" o this Agreement i}
mads .pzars he*eo& and :::y shall e cecnsidersed zs having equal
2LIsct with the preovisicns cf this Agrsezent, gprovided that i &
2gnfliet -etween any Annex and the zrcvisicns cf the nain bcq}
Agreszment, the trevisicns cf the main zody cf this xgreezent shalu
g
- Annex "A":Is a degscrizticn ¢ the igrasement irea. 'y
i
- Annax "B":Is an illustrative zmap indicating the Agreesment Argg
event of anv incecnsistency Zetwesen the csontents of
and Annex "3" the ccntsnts of Annex "A" shall zrevid
- Annex "C":Sets cut the Minizum Werk Ckligacicn and Minimum
Expenditure Obligaticn Icr ea2ch of the wo I}
Fericods.
- s s . - . .M
- Annsx "D":ZIs the ferm ¢ Zank guarzntee (lLstter =f Credit). Py
(a) CCONTRXCTCE s::a"’ deliver Tc the MINISIRY, within th.
days aftsr the Tffective Zzte, &n irrevecable Letier
in sukst rt1=l’j the forzm attached as ainnex "D (ﬂ;
I - -k
Credit") issced ty a first class internaticnal rkank
by CONTRACICR and accep:a:le te the MINISTRY in an 3
wenty five millicn Unitsd Stazctes Cellars (U.S.S5 2E2 4
which ccrreszenéds o t"e ¥inimum Expenditure Cbkli cid
<the Initial Zxzlersticn Fericzd.
T-L The Letter cf Cradit shall remain valid and effectiv '
e i (6) menths after the ené cf the said seriod, except €
oo  be earlier terminated in azcccrdance with its terms.
v a e, thirty (‘O) ‘ays after <=2 end cof the Initial Ex

ferisd CCHNTRACTCR shall, if CCNTFACTCR has elected |
into tke Seccnd Exploratizn Fericd, deliver to the !
a seccad Letter of Craiic, in the fecxm and on °
cenditicns as zthe first, in the amount of the

Expenditure Obligation fcr the Second Exploration Per

[

QL
L



D) If£, at the end ¢ the Init:ia:s LApevaBinc SScmva va ceem -
Expleraticn Fericd cr at zhe terzinaticn cf this Agqreemenc
XP g <

_ as applicaple, the CCNTRACICR 1as failed to fulfill i
.. Minimum Work Cbligaticn for the arplicable period, and neitie®
. CONTRACTOR nor the cank under the applicable Letter of Credi:

~.1.% ° has-paid the entire amount corresponding to the amount of etk
.~ applicable Letter of Credit (said amount being the origina:i
v ... . amount of said Letter of Credit reduced as provided belcw),
- then the MINISTRY shall be entitled to draw the amount cf =aﬂg
Letter of Credit znd the kank will pay in accerdance with i1t

term:s. e

= ,! {(c) As to each period cf Zxplcraticn, the axzcunt of the lLettar *?

b Credit shall be reduced as and when each part of the Minimuif
R Work Oblicaticn is perZcrzed by the amcuat correspending

such Fart :s [ vided in Annex "C",
Each reducticn sihall ze effected Ty a letter signed by

MINISTRY and delivered tc the Iissuing tank in sukstant
the form attacied as Ixhis:i ZZ to Annmex "ot Prcvz

hewever, 1f tThe CCNTERCIZR dellivers such a letter To t©
MINISTRY Zcr its s*,"atzra, gsgecl cf ¢

ifying +the ancun
reducticn, and no c¢cbjectizcn to such letter is received
CONTRACTCR and ‘ssuing Zank frecn the MINISTRY within siv
(60) days atfter said ﬁel;"‘rv then the relevant reducticn ;”’
be effected by CCHNTRACTCR's sending to the issuing kank a c<

of the letter de;;vereu 0 the MINISIRY, as afcresaid,

letter In such form was delivered

certifying that: {i) a letter in
he MINISTRY and (ii) =hs MINISTRY dif net cbject to

letter within sixty (&€0) days a fter such dellvery
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instructing ‘the issu

in said ccry cf tha lev:ar.

(d) If CONTRACTICR is pgreventzd cor Zeizyed frem perfurﬂin
cbligaticns under this 2greement due to Ferce Majeure
defined in this 2 exent znd such celigzaticens are reievasii
to the Letter cf iiz, then tha Lettar cf Credit shall z¢

suspencded during such Torce ¥MaZsure, and during any tiz
necessary for the elizizaticn cr rezcval of any damace

a
-~
fo-y

suffered during such Focrca Majsure for CONTRACIOR to rewult
to the status existing tzicre such Tcrce VajeLre, ana oS¢
claims shall e geayzkle under the Lettsr of Credit duri:iy
susgensicn. The <erm of the Lstter cf Credit -na’lf’ﬁ
extencded Icr the time eguzl te any and all such suspens’'n
pericds, and CONTRACTCR sh2ll make the necessary arrangemel s

'J

fer such extensicn

&Nnex “En":
Is the fcrn of the Charzar cf the Cperating Ccmpany to §§
ferzed as grevided £cor in Article 6 cf this rgreement. &

Annsx "F': .
Is the Acczunting Frecedurse.

Annex "G":
Is a sampl
Sharing Oil. .

“Annex "H" :
Is the feorm cf Recuest Z:or Conversicn to Development Areaq
!

e calculzticn =f Royalcy, Ccst 0il and PreductiX
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ARTICZZ

G S OF RIGHTS AND TERMS

Grant of Richts
Tha STATZ nereby grants to CONTRACTOR and the MINISTRY the exclusive
to ccnduct Petroleum Operaticns in the Aagreement Area subject =

"

o

-t

richt
the terms, ccvenants and cecnditicns set cut in this Agreement. ThM
CHNTRACTOR, pricr to the estaklishzent cf the Cperating Ccmpany, shal j
ccnfuct the Petrcleun Operaticns under this Agreement.

"'3

SRS

rth govern 2ll the interests, rights an !

icns of the rparties herenc, and the STATE shall in its nazé’

ke title to the Acre e:ent Area. Except as expressly provicded -
thi Agr ement, no cther rights or privileges are granted to <«h™
T tne Acreenent area, Fetr leum produced :::;

This Acrse.ent shall hencefc

'bw

CNTRACTCR with respect
tha agreezsnt Area, cr any cther =inerazl rescurcas in the Agreemsx
Arsz, ;

hall own &ndé ze enctitlzd To tazXxe as Royalty frcm the
reduced and-saved frenm the-Develc: s=ent Area(s) and nct
trzieum cperat4c:s sricr to the deducticn of Cest 0il, a
veraple zmount cr Crude Cil ef'"=1 to ::n cercent (10%) of suchx C

reciuced and aved ZIrzco
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icd :
1 be an Initial Exzlzraticn Fariod of £hirty (30) uc:::“
cecxmmencing frem the Iffective Date ("the Initial Expleracid
Fericzd and an extensicn terizsd of +hirt ty (30) =enchs Lnz
Seccnd Explceratien Fericd™) te the Initial Explcraticn Feriod shal
te ¢r -ntea TO0 the CINTEACICR zt its cztien upen :rcv1c1:g a writtg
reguest to the Minister within thirty (30) days pricr <o the er.
of the Inlt’al Exrlcraticn Fericd, prcv1aed that the CONTRACTOR hasg
fulfilled all its ctligazticns under this Agreement for the Tnitdag

ki

ExXpicraticn Fericd.
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: Cl’-‘.’l ‘e.- ---' CCQ‘TRACTCR '=1‘.all at l

thirty (30) &ays rricr to the end cof the Initial _xnlc*a
' { into the Seccnd EZIxplera

If CONTRACTCR 2rills cne (1) or more Ccmmercl 2al 0il Wells

the ZInitial

a0

(SR L I 1

B O iy

Teriod, elect either to enter
Tericd, &s rrevided in cthis paragrzzh (a), or to extend
Znitial =xpleorzticn Ferizd for the tine necessary O appr

—ed
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the saii cne cr more Cexmercial 0il wells, provided thac
the tize of such elec:icn CCVTRACTOR has fulfille

- ¥

Explorat;:n :er;od exceed nirne (9) Mcnths. If ccwr“nc~
elects to extend the Znitial Exzlcraticn Feriod zs aforesa;c*
CONTRACTZR shall nmct zave the right to enter into the Seccn

Exploratizn Fericd.

If CONTRACTCR drills cne (1) cr more Ccx=mercial 0il wells

ii h

() the Sececnd Explerat ‘c1 fericd, CCNTRACTCR shall have the r-,..§
to elect, by writt nctice to the MINISTRY given at leas:
thirty (20) days orlc <2 the end of th e ceccna Exploratic
Period, tTo extend the Sscznd Exsicratien Feriod ky the =
necessary to arcraise tie said cne cr mcre Cczzmercial
Wells crcvided that at e tize cf such elﬂct*cn CCNTRAWTCE
has fulfilled Iis ckllzzticns under TRis Agreement Ifor <im
Seccnd Zxzleorzticn Pericd eand in no event shall such extens;:;é
exceed nize (S5) Menchs. =

(iii) wi
=X
éa
érilling gy o= Thizd
teing cr’llea cr testsd, ii arny,

Zyplcraticn Fsricd. 1 The eventT

ke a Ccxzarcial Cil wWell then the Initial Zxplcraticn Fer:

and/or tze Seccnd Zxgicraticn Feried, as the case may

shall be extended zy the tize :eeded To appraise the s
i ance with Article 3.3(a) (i)
a

Ccxmercial 0il wWell in zcceorde
3.3(a) (ii) es the case =iy te
This Agresment shzil ke terminated 17 no Commercial 01l well, as defl
hersunder, is estaslished By the z2m3 2f tha lzgt Zupicraticn Fericd.
g
() Devaiccment Tericd : i
Thae Develcrczenc ?eri:" shall comzmence on the date cf thZe firs
Cem=zrcial Disceovery c©f Cil znd skalil centinue fcr the zeriod cf en=
(2C) Years and can ~e extended vy o five (3) Yezrs upen the -z
regusst of the CCNTFACTCR and the =zzzrovael cf-the MINISTRY. B

(2) A Coczmercial Discsvery cf 0il, =ayv consist 2f cne treducin :eserv:ég
is worthy of being develcre.

er 2 group of producing reservoirs which
ccrzercially as detarmined kv CONTRACTOR. £fter ‘r*lllng a Cocmmercis
0ii Well, the CCNTRACTCR shall undertzke zs gart cf its Explerac:
srogram the eepralsal cf the dicc:verv by drilling cne or mcre appral
wells to cetermine whether such discevery is worthy cf being devels

sicderzticn '.:3".2 reccverzble reserves and

ccz=ercially, taking into ccn

Thisr relevant techinical and eccnoxzic facters. ., ' §
1n Va oo /’\T‘v"‘_ ‘
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The CONTRACTCR shall give a written notice of a Commercial Discovery <3
0il to the MINISTRY immediately after the discovery is considered =y
CCNTFACTOR to be worthy of ccmmercial Development. With respect to a

0il ‘Well drilled after the Exploration Period, CONTRACTCR

Ccxzercial
such nctice cf Ccamercial Discevery of 0il, not later than

shall give
thirsy (30) days following the cecmpleticn cf the third appraisal well,

or eight (3) months following the date of the discevery of such
Cem=ercial 0il Well, whichever is earlier. The CONTRACTOR shall alsc
have—cheTrIigation to cive a nectice of Ccxxzercial Disccvery of Oil even
disccvery well or wells are not Cezzercial 0il Wells within tkhe 1?
icn ¢f "Commercial 0il Well" if, in the CONTRACTOR'S opinicn,
cr a group of reserveirs, considered collectively, cculd =
Nctice cf a Ccmzmercial Discovery ¢

Ly CCNTRACTCR &t any tize during the Zxplerati
T s N — -

BAS..|

S

if tze

definit
resarvolir
werthy cf ccmmercial Develcrment.
0il nay ze given

Serisd

-

Czmmercial Discevery cf T11 i
.
such da

Tha CCHTEACTCR shall also z
w ot recycling project, unless such

in the event it wishe cas

grsiect is already a part cf the Zevelcrmsnt of a zrevicusly declarsd
cmmercial Cil Discevery. §
i g

The dzte cf a Ccmmercial Discevery cf 0il will e the date cn which the
CINTEACTCR gives written nctice To the MINISIRY cf the declaraticn f::em
such cemmercial discevery. e
&3

Feilzswing tha netice cf any Ceommercizl Tisccovery cf Cil as previdsd Itz
in irticle 3.4(b) of this Acgreement, ths MINISTRY and CCNTFRCICHE, 73
wizzin thirty (30) days, shall sign the request fer Conversicn t:,ﬁ

Develcnment Area in the fcrm set ferth in annmex "H", which will identiiy

The oprovisicns set £ferth hersin’ ccntemzlate the unity and  ths &
indivisikility of the ccncerts cf Ccommercial Disccvery and Tevelcsgmen:
a > £o 01l utnisss cthsrwise specified. o

rza and thev shall apzly

Scis Tisk Troiect :
If Crude Cil is discesvered tut is nct deexmed ky the CCNTRACICR to ce
Ccz=ercial Discecvery cf Cil under the abeve provisions of Article 3.+

hall after cne (1) Mcnth frcxz the expiraticn of the peg~c &
CCNTRICTCR can give netice cs -2

>

fhe NINTSTRY u
stecified abcve within which the

ight after sixty (60) days ff:”-g

somal

H
n
)
n

&‘.. -

Ccmzmercial Cisccvery of 0il, have the rigz
greviding a written netice To CCNTIRACTCR, and at MINISTRY's sole
and expensa, ta develcp, preduce and dispesa of all Crude 0il frex
geclecgical feature in which said Crude Cil was discevered as afcresal
Said notice shall stzta the specific area ccvering said geologica:
feature tc e develcped, the walls to ze drilled, the productizhil
facilities o ke installed and MINISTRY's estimated cost therect.

Wizain thirzy (30) days arfter receipt of said notice the CONTRACTOR ma7,
in writing, elect to develcr such area as grcovided fer in this Agreenment::
in the case zf Ccmzmercial Disccvery. .. .

4
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In such event, all terms cf this Agreement shall cocntinue to apply <o
the specified area. If the CONTRACTOR elects not to develop such area,
the specified area (hereinafter called "Sole Risk Area") covering saig:’.
geoclogical feature shall be set aside for sole risk operations by the::
MINISTRY. The Sole Risk area shall be =mutually agreed upon by the
MINISTRY zand the CCNTRACTCR on the kasis cf good Petroleum Indust:yﬁ
,Q

practices. In thke event that the Operating Coxgany has ccme intcy

W4

-

existznce, =he MINISTIRY shall be entitled to have the Operating Ccmpany
or third party perfcrm such cperazticns feor it at the MINISTRY's sOlep
risk and expense. Wwhen the MINISIXY has reccvered frem the Crude Oilé
prciuced fream the Sole Risk Area a cuantity cof Crucde 0il equal in value
to three hundred percent (300%) of the ccst it has incurred in carrying
out the sole risk operztions, the CONTRACTCR shall have the option, onliyi:

in the event there has keen a separate Cecmmercial Discevery of 0ilds

ewhere within the Agreement 2rea to share in further develcpzment znd

eise
producticn of the Scle Risk Arsa uscn paying the MINISTRY cne hundredf
percent (100%) of the ccsts incurrsd by the MINISTRY in cecnducting they
sole risk operzticns. At least cne (1) Mcnth pricr to the estinmated
recsvery date, the MINISTRY cr the Cperating Cexmpany cr the third parcym
i d CCHTRACZCR  and allew the CONTRACTORY

shail give written nctice to the ICINTE
accsss to all relevant Zatz to evaluzte the cpticn, as may ke requesi -3

by the CONTRACTOR. The cne hundred cercent (100%) rayment shall not w3y
reccsvered Ty CONTFACICR. : ~gﬁ§
ent the Sole Risk Area shall either (1)

Iz==adiately following such paymenz th
Tevert to the status cof &n ordinary ZIevelcpment Area under this)
Acrzement and thereafter shall ke cgeratsd in acccrdance with the termsy
Rerscf; or (2) alternmatively, in the event that at such tize tke
MINISTRY cr a third party cr any c<f the MINISTRY's Derendent Units arge
cenducting Develep=ent crperaticns in the Sole Risk Area at its solg,
exzense and the MINISTRY elects to cecntinue operating, the Sole Risx
Area shall remain set zside and the CONTRACICR shall cnly ke entitle
£k <izn Sharing Cil as specified in Articls
th

54

on

to its percentage cf the Freductizn § in
7.2 zelow. The Crude Cil frcnm the Scle Risk Area shall be valued in
=anner previded in Article 7.3. 1In the event of any terminaticen cf th

Agreement under the previsicns cf Article 3.3(a) cr 3.3(k) akecve, thig

(DNt

i

.’".\:-
Agreement shall, however, ccntinue to aprly to the MINISTRY's creratici
cf any Sole Risk PFreject. In the event the CONTRACICR elects t¢
participate in a Scla Fisk Froject undexr this Article 3.5 the MINISIRY
wiil make available =Icr inspection by the CONTRACTCR all kbcoks? i
accsunt, reperts, reccrds and relzted documentation supporting i€
hundred percent (100%) cf the cests incurred. 8
H
'ARTICIT 4 ¥
HORK PROGRAM AND EX ;
Periods, includin any extensicns of suc?

Curing the Explcraticn
rericds, the CCHTEACTCR zcrees and commits to undertzke in the Agreemer
Arsa a pregranm cf Ixplicraticn werk 3s a minimunm Ixploraticn cemmitiern;
13 s
— \—— .
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. ]
which cannet ke changed c¢r zmended without the agpreoval of the MINISQ%'
which will not be unreascnably witkheld.

LN
Vi

During the Initial Explcration Period, the CONTRACTOR shall neet
Minizum Work and Minizum Expenditure Obligation f£cr such period as s

~ ferzh in Annex "C" cf this Agreement. In the event that the CONTRACH
Y tizely gives the reguired written nctice to the MINISTRY to enter i}
: £he Second Ixploraticn Feriod, the COCNTRACTCR shall meet the additic¥:
. Werk and Expenditure Ckligaticn Icr such geriod as set forth in Arng
4 "C" =f this Agreement. The CINTRACICR shall tegin the seismic rrogra’l
" netT later than three (3) menths Z-oa the Zffective Date. The MINISH
sikall make availzrle for CONTRACIIR's use, free of charge, all seismi
well and other relevant data in I1is pcssession with respect to f}
Y

Agraement xrea.

The CCNTPACTOR chall have tha ricgch:t to witihdraw tefere the end cf <
nitial Explcraticn Feric arnd this Agresment shall | i :

date a writisn nctice cf such withirawal is received Ty the MINI
rsz the CCNIFACTIR. Ia =k CINTRACTS

exzanded less <than <the ainizmum amcunt reguirad in th Inis
Exzicraticn Feried, an amcunt eguzl to the difference ketween s
minizunm amcunt znd the amcunt actuzlly sgent cn Explcecratien activi- |

s
e, o meem e - , o v q = - - - - .
@ evsEntT the CINTEACTZR withéraws, 2avi

s

shall e paid zy ithe CCHNTFACTCR =z the MINISTRY at the fime cf 3
withdrawal, zut in =2 eventT lztsr thEn wo (2) Menths aftsr
exsgiraticn ¢ such Zwpleraticn Fsricd.,  Any exzendituras deficiency
thz  CCNTRACTCR at the end of tThz Seccni Explecraticn Period sha.
ozlligate tha CONTRACTCR to pay sucsh deficisncy to the MINISTRY withp

two {2) Mcnths after the exgiraticsn of such Ixplcration Feriod. §

ricr ts the beginmning cf each Financial Ya&
Yy mutu2lly Ze zgresed t©o by MCMR and fi)
1

1 srepare zn Ixplcraticn Werk Frogran ek
tTha Zxploraticn cperacic:

éuring cthe ensuing Yeear

—~y oy o
CuirmaCT

- - -
Sudget fcr

whizh the C > pe <
.[D::i:g each IZxplecratien Feried, such Worx Sregrams and Sudcets taHid
) itcgetier shall e at least sufficisnt to satisfy CONTZACTCR's Minixmt
" iWerX and Zuxgendisture Ckligaticn fz- =he ssricd it cevers, taking
jacscunt any. credits for excsss work or sxcess excenditures Dy
iCCNTRACTCR inany ZTxplicraticn Fericd. _
.3 ZEyzioration adviscrv Cc=mittes: B
The Zxplcratien Work Freccgran and Sudget szzll) be reviewed Ly a joi§
cex=ittee to e estazlished Ty X¥CMR and cthe CONTRACTCR ziter ==
Zfi=ctive Date. This cecmmitt=s, hereinafter referred To 3s <tis
"Ixegleraticn Adviscry Ccmmittze", shall cconsist of six (6) =mexmkerd
thrze (3) cf whem shall e zppointed =y MCMR and three (3) by =i
CCHTRACTCOR. The Chairmzn cf the Ixploraticn Adviscry Committee shai.
te designated by MOMR frcm ameng the mexmbers appointed by it. Tk

Secretary c¢f the Explcratiscn Advissry Ceommiiftee shall be appeinted
the CCNTRACTCR frem ameng the men=srs zppcointad hy it. The Exzlerati¥®

LY ’ Bt
-= e

‘_ Sl
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Adviscry Ccmmittze shall review and give such advice as it dee-gg

apcrecpriate with respect to the procposed Work Fregram and Budget.
Fol’cwlng review by the EZxploratisn Adv1scry Coemmittee, the CONTRACTCjy
shall make such revisicns as he thinks appropriate and submit ..hﬁ
Expl oratlcn Work Progranm and Budget to MOMR fcor its approval. FollowinZ
such appreval, the CONTRACTOR shall not sutbstantially revise or modiZ:

said Work Precgran and Budget without the zpproval cf the MINISTRY. 7

The CONTRACTOR shall advance all necessary funds fecr all materials
ecuizzent, supnll--, per=c““el ad:inist*at;cn and cnerat*cns rurssuans
to the ZExplcraticn Werk Program and 3Budget and MOMR shall nct ::3
responsible to bear cor repay any of the afcresaid ccsts. The CONTRACTC:

shalil be respensizle Zfcr the pgreparatizn and perfcrmance of thy
Ixplicrati Work >zozrazn and :Ld"'e" which shall e impiemented in ﬁ

worxmanllke manner and in accersance with gced Fetroleum Indust-i
practices.

The CCHNTRACTICR shall entru the =zanagement of Ixplcraticn cperati:ra
L= ::;c=¢ ¥ <Impetant seneral Manacer and :ep::

in the ROY to its
General Manager. The narn
Manacer shall, upcn zprcl -“e“u, Ze ferihwizih notiZiad to the MINIS-_
The General Manage* and, in his azsence the Ceputy CGeneral Manzger sh

fe entrustad by the CCNTFRACTC: with sufficient powers to carry &
izmeciately all lawiul written directicns given to them by the MIV-Stli?

-s lwad

name of ‘such General Manager and Depucy Gener
’ g

c. its repre=entati? wnder the terms cf this 2cr gsment.. All law
gulaticns issued or hers=a:
hers;nce” a2nd nct in ccnilict

CCHhTZACTCR.

ter tTo te :Issted which are apglics
ty-eement shall apzly <o ==

Statsment of Fypenditurs
The CCNTRACTCR cr where aczropriat the Cpsrzting Ccsmpany, shall su
MCVMR, within thirzy (30) days irca the eni of each Calendar Qua
with a Statenent cf Ixplcrzticn cr the Develcrment Ixpenditures

ccsts incurred ky the CONTRACICR or Cceratlng Ccmpany cduring
Quartar. Neotwithstanding the MINISTRY's =ichts of azudit in accexd
with Article 1.4.1 o©f the Accounting Frocedurs Annex "EF"

-

L S -3
CNTRARCTCR's cr Crerating Cempany's reccrds and necessary supgertin.
fer -1s:ecticn Ty the MINISTRY at any tiryg

decuz=ents shall be availzble
ivrizg regular werking Zcurs fer three (2) Mcnths frem the date s

oa

recaiving ezch Stzrterzent.

witkin the three (3) Mecntis frex the date cf receiving such Statenen
The MINISTIRY shall =dvise the CCNTFEACT in writing if it cenasiders

(2) that the recerl cf ccsts is net ccrrsct: ¢r
() <that the cests f 2és cor =e*v1ces strplied in ROY are not in l-ig
with the_ international narket prices £cr ccods or services c:
similar cuality st ;;l ed cn sinilar zerm=s prevailing at the tif}
such goods cor s&rvices wera2 supplied, rcvided hewever, ::é}
.in R0Y shall be suziec-

rurchases macde and services perfecrmed wi
to Article 26.2 cf£ tThis Agreement: or

the materials Zurnished by CONTRACTCOR CCv

o el

—
¥

(c) that the condition of
not agree with their pricessecr ,5 .
/‘/ ) - v\/\ )
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Cperaticns.

. 3

If within such three (3) mont: period, MINISTRY has not advised &
CONTRACTOR of its objection to any item in such Statement, su-
Statement shall be considered as having received prellmm@z
38

approval. . If within such period MINISTRY does advise
CONTRACTOR of its objectiecn t9 any such item the Parties shal
attempt to reach a solutica for such item which is mutuap.

satisfactesr eitker’' by the:selves cr with the assistance ;

- ¥

independent experts, but the remainder of the Statement shall:
censidered as arpreoved.

The CCNTRACTCR shall cerfer with ¥CMR in cennecticn with any zr =B
kus presentad, and the Farties Iereto shall attexpt to reach
settlement which is zutt ciss .

¥Yzofatorv Seliscuishzents.
(z2) At the end cf <the Initial Zxslcraticn Period the CONTRACTICR sham

relincguish a tctal of thi::'_: percant (30%) of <the cr’.._.._
Agreement Area croviced that 1I the CCHTRACTCR does not elect: ™
enter into the Szcznd _ypl orzticzn Perizd cr the extensicn set fer:

P ym ,..-ﬁ

in Arzicle 23.3.(a), then <ha CONTIERCTC shall relinguish %

remainder of tha criginzl =

Agrssment irsza nct tTihen ccnvertad &
Develcrcment arsa cr Develcoment Areas.

(5} At the end cf the Seccnd Ixzicrzticn Fericd, the CCNTRICTCR =h g
relincuish the whcle cf the Azr-eenment irea nct then cenverted

f—— [ R I

the whole Agreexment area, i

a Develcrrment Area, zrevided that the CONTRACTCR will relingui:
any Ccmx ercial Discev . .-

ctherwisas, the CCNTXACTZR has net ..ag-:

velun*tary Telincuishzernts. -
Tha CCNTRACTCR may voluncarily reiinquish all er any part cf :ﬁ
icrssment Area sulject to Iulfilling all of its cbligations unc®
Arzicle 4.1 of this Agreement. Anyv veluntary relincuishnment shall ‘:‘
cradited tcward the mandatery relinfuishiments required under Article I
abc"’e, ﬁ
erment i )

Tha size and shzpe cf the relincuisihizments nade under this Article sh

ta Zetermined by =nutual agrszement: rrevided that, unless ctherwi
acrzed, all areas reli=x Jished shail, at 2 =inizum, ke centigucus an
reascnably accessikle fo and cazzble cf, fuxther -xplcratlcn &
Jevelopment. Any gart cf the Agreemsnt Area shall ke ccnsidered subj ea

to :ellnquishnent including any such part ccrrespending to a geologict
feature in which Fetrcleum =zv ke rresent or has teen determined to ;.:,
sresent after drilling 2 well: :r:v1cea that, nctwithstanding

- e amed

Zcragoing, the CCNTRACTCR shall nec ..e cbliged t> relinguish any : a?-i

<he Agreement Area correspcnding to a Develcrment Area(s) or to T
suriace area of any geological f::-::::e in wHich a Ccmmercial 0il hem

=2s een estazblished, unless the time zrcvided for establishing:: L

ava
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£

(V1)

CCNTRACTOR shall sukzit to the MINISTRY a report of its ccmpleted
Expicraticn activities cn the area prepesed to ke relinquished and £h:

ccora:.nates ct

6.1. Czeratine Cempanv:

(e)

At least thirty (20) days prior te the date of each relinquishzent, trg

A

-t

the ccanecting points of the coundary line of such areas

—

Upon a Cezmercial Discovery cf 0il, MOMR and the CONTRACTOR sk
form in the ROY an Cperating Cczpany which shall be nanmed by mutua;
Agreerent retween MOMR and CINIFACTCR. Ihe Cperating Company shald
be susSject to srcovisiens ¢ this Agreszment znd the Charter ob
Cperating Ccxgpany.

The fcrm of the Charter of Cresrzting Ceoxrzanv is herste attached.v‘:g
Annex "E". Within thirty (30) days affsr the date of the fi:. &
Ccmmercial Disccvery cf Oil the Charzer shall be cempleted .
sigred ty the MINISIRY and = "IRACTCR and shall take efifect o
the last cday cf sal : é and tlhe Cpev-at;::g Comparny
shall zutcmzticzlly ccme inte ex:i n furehd

1iy inse Tence without any furthel
procedures. The Ixplcraticn adviscry Committee shall ke dissolve:
upon the ccming into existence cf the Crerating Ccmpany. ;5
03
Upcn the estazklishmsnt cf the Cgerating Cexp any, CONTRACTOR shall
subject to the re _.:i: ements cf Article 17.3 in the main body =
this 3greement, secend to zhe Operzzing Cc.....any the ex*atr:ai‘j
emplcyees ¢f CCNTZRCTCR 2s zre necsssary cr dJesirable fer
0perat-‘.g Cecmpany <tz ccnducst the Fetroleun 0perat;c..s. pey
selection of such expatriazs sxpleovees =znd =he nunter shall =$
NTRACTCR sk T To the zrrpreoval cof the MINISTH

deter:ir.ea’ By CCNTIFACTCR strsec d
upcn reccszmendaticn cf the Z2card cf lirectsrs of the Crperazis,
Company ("2oard ci Zirecteors"). All costs and expenses cf
personnel shall ke charged to the Fetrcleum Cperations znd sh
ke reccverzble pursuant to this Agreement and the Accou ""'_‘v.

Procedure innex "I“.

All service ceontricts Dbetwsen CONTRAICTICR and its Affiliaz
Conpanies relevant to the Fetrcleum  Operaticn shall

autc::a:;cally assigned to the Crerating Company, and CCN’IRAC"‘C?
Affiliated CC‘..panJ.es shall pursuant to such service cecntra
provice services tTo the Cperating Cexnpany cutside the ROY as
necessary cr desirzble for the -etroleu:n Cperations and the char
for suck services shall te rasccverzble pursuant to this Agreem

- - . - - -~ .-- *
&nd the Acccunting Frocedurs innex

¥ iz

Loy

m

-~
<
=
~
c

v
(=3¢

4 @
A

" ?!!
- .

4
¥

The RQOY empleyvess cof CCNTRACICR s=21)l Le &transferred *o
Operating Ccmpany so 3s <o keccme e.-::;lcyees of the Crperati::
Ccxpany and such transier shzil be effective without any actual %%
deemed separaticn frcm employwment that would g:.ve rise to ar;
separaticn tenefits cr claizs znd withcut prejudice to all acc-"m

17 g‘ /' // ;.r.
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CONTZACTCR fcr the purccse 3 malztalﬁlng relations with
MINISTRY and the STATZ and ctherwise cenducting its activities

YEMEN under this igreement.

(3 1)

Ninety (90) cays after the date that the Operating Ccmpany c-mfg
into existence in acccrdance with paragraph 6.1.b. above, it sha“.
prepare a Work Program and 3udget Icr furtiher '-'-'xplorat_oq anc
Develcgzment fcr the remainder of the Financial Year in which &7
Ccmme*c‘al Disccvery cf Qil Is made; znd not later than three ("'
Months before the end cf the current TFinancial Year (or such cthe:
date zs may ke agreed upon ky the Board cf Directecrs) and three (34
Months preceding the ccmmencexzent of szach succeeding Financizl Ye: i
thereafter (or such cther ca.e s maj be agreed upon Lty the -cag-
of Directcrs), the Operating Company shall prepare an zannua.
Procduction Schedule, Work Pregrza and Budget for furthél
=xplcraticn and Develcrment Zfer the succeeding Financial Yea;}
The Froductizn Schedule, Werx Frograa =nd Sudget shall ke s;::ig:éJ
to the 3card cf Tirecters fzxr appreoval. e

5

20) day of each Menth, the Cperati:d
Company shall Zfurnish to =the CCHTFACTCR who will securs tTh:
financin cf 2ll rezuired azmounts fcr th Develorzment &
Expleoraticn pregrammes during the validity ¢f this Agreemen ..§

Not later +£han tx

1))
ot
3,
m
o
ct
[ Kl
n
ol
ir
gt~

written estizate of its tccal casn raguirezents fer exnenc;-uii;
fer <he rz:s: %alf and the saccnd half sf the succeeding Mens
expressed in Unitsd States Zcllars zaving regard to the arrr vég
2udgert. Such sstimate shail take :intc censiderazticn any cags
expected to ze cn hand &t Menth end. Sayment Zor the appreopriacs
vericd of such Xenth shall e nade to the kank deSLgﬁ ated ¥
Article 6.1(h) belcw cn the first (ist) day and the fiZ: enfg
(15th) day respectively, cr =ze next fcllcwizg business day, i°
such cay is nct a tusiress Zayv. -~
- Tk
The Orerating Ccmpany is authcrized o xeep at its cwn dispcséj
aktrcad in an acceount or acccunts crered with zn internaticnal karn:
or kanXs reascnaktly acceptatle to the Central Zank of Yemen, =i
foreign funds acévancead by th2 CONTERCICR. Withdrawals frzca sa
—ent foxr gececds and services acguirs

accsunt shall e used Zexr zav
aprcad and £fcr <Tran ::rr;'g 22 loczi kanks in ROY the
oty

amounts to nteet =y,e“u-:ur s in Yemeni currency cr che
Ceoxpany in ccnnecticn with its activitiss under

The Cperati“g Cecxpany shall have the right to construct z2nd cgerz &
facilities Zcr the transpert, sterage and shigment of Fezrsleun g
the RCY, and tha MINISTRY shall rsnder 211 assistance 2o T=:
Operating Comzany cn =matters involving YEMEN law. .
Tf, éuring the term ¢f this Agrzement, CCNTEACTOR and the MINIS’-%

agree that the Crerating Cexgany has no fc eseeable need fcr garzs
or all of the Lnaseq capacity cf a plpel; e, Crude 0il stcrage @3

axpcrs terminal facility ferming part of Fatrcleun Creraticns X
that in CONTRACTCR's opinicn such carpacity can be used
operations ccnducted ky the MINISTRY cr anyone acting on ktehalf

e wla

the MINISTRY, -uc1adlﬂg perschs having rights under any cth
Producticn Sharing Agreements :in YEMEN, without interfering wi<

L

CONTRACTOR's and the MINISTRY's operations uncder this Agreemenxt,
13 ' AL
\ : /7 - .-
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frox

(=)

and if the MINISTRY cetermines a need for such part or all of suc: ,,
unused capacity fcr such operations in YEMEN, then the MINISTRY Sua.L..
so advise CONTRACTOR, and the MINISTRY and CONTRACTOR shall mee
negotiate mrtually satisfactery terms cocvering such use. The terms c"
the use of the abcve-menticned facilities shall include reasonablcs:
paynment by the user, lizitzticns on the peried and extent of such use,
and rrovision for payment by the user cf the costs amd expenses ux:;:zar
by reason of such use, provided always That the Operating Company shall
have pricrity to use the abcve-menticned facilities for the Petzslev’

C--rat*cns. '
' »

Zf CONTRACTCR should determine and eacdvise the MINISTRY that =
Crerating Ccmpany reeds part cr all of the unused capacity in
cipeline, Crude 0Qil storage cr exper: -ev—u 12l facility in YEM
which is not :USJQCu to this Agreement, the MINISTRY shall, to
extent that it !
to ke made avallanle for the Cp
Cperaticns cn nutually satislzctery
rsayment fcr such use.

has tke **gm: ‘.'.9 ¢o s¢, cause such unused CE.T.‘.E.C....;
cerating Ccxpany's use feor -et::le.:..’,
zarm=s, including *eascucn'ei

= E;

ARTICIE 7 i

RECCYVEIRY 2F CCSTS IND FROZULCTICN SEARTNG ﬁ

- i

‘ecT to the @uditing srevisicns under =tls agreenent, the CCNTRACTCZ

. reccver all c:sts, expenses znd exgsnditures incurred Zcr elli
sileum Czerzticns cut cf znd te the extant of a maxinmum of twenty
cercent (25%) ser Quarter of 211 the Crude 0il prcduced znd save
the Agreement Area ané nct ussd In Fetrcleun Cperations and aits
accerding tTo Article 3.2 c¢f +thi

2.ty payments to the STATE
ezcent. Such Crude 0il is hereinafter referred Lo as "Ccst 0il".
s;ch ccsts, exrenses and expenditures shzll ke reccvered frenm Cgs_

the following manner:

Cperating Exrenses incurred and paid a2fter the date of Initl.
Commercial Precductizn shell ke reccverzzle in The Tzx Year in whlrl
2 mvemmg

b
such ccsts and exzenses zre incurred z=nd paid.

Sxplcraticn Sxpenditurss dincluding, =ut nct linmited to ke
sccumulated pricr o the coxmencerent cof Initial Cczzerciz?
icn shall be reccverable at the rate cf twenty-five rercery:
(25%) =aximum per VYear stariing either in the Tax Year 1n which
.such experditures are incurrsd and gpaid or the Tax Year in which
—nitial Cemmercial Freduction cemmences, whichever is the 1a:e-;¢

b

YL )]

.2roduct

»
s
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(d)

Jevelgrzent TYDencliurses, LICLiuGluay) w~be tve femeeew oo -
to the cczzencement of Initial Ccnner--_w,

accumulated grior ==
Production shall be reccverzble at the rate of twenty-five perceny

(25%) maximum per Year starting in the Tax Year in which sucx

expenditures are incurred and paid or the Tax Year in which Initia

Commercial Production commences, whichever is the later. &
&

If all costs, exrenses and excenditures that are reccverable in any
Quarter, including, but nmet lizited to, such cests, expenses an2
expenditures carried forward from prev1ous Quarters pursuant -ﬁ;
this paragrach (d), exceed the value cf the maximum amount <¢I Ces<
0il ("Maximuzm Cost. 0il") that can be taken by CONTRACTOR in sucy
Quarter, as previded in Artzicle 7.1.1. azbove then the Lﬂreccve*er)
excess amocunt shall be carried forward for reccvery in the nex+¥#
succeeding Guarter cr Quarters until fully recovered, but in -nc
case shall they ke reccvered after the terminaticn of t.**?
Agreex=ent. However, if such reccverable ccsts, exgens anij

expenditures are less than thes value cf the Maximum Cost 011 thexd
aer

(

' the vaive cf the Crude Cil tzken as Cest Cil uy CONTRACTCR -“a-;ﬁ

ze equal to such reccverable ccsts, expenses and expenditures. Thi
differenca Zetween the Maxizun Ccst Cil and the Cost 0il ac::all?é
taken zy CCNTRACICR curing such QL=*t-P shall te included in =z=:x=
Ffroducticn Sharing 0il and taken and disposed of separately &y ~“#

MINISTRY and CCNTRiCTCR sursuant to A 'zc’e 7.2 below. K

Non~Zeccverable Ccsi ng rss In ‘ti-n L0 &any nens
reccverznle ccsts &nd expenditures provided Icr in this acreemern:
cr in Annex "T" ¢f this Agrssrent, ti2 under menticned costs an
expensss a2re nct recgverabkle frcm Cost Cil or ctherwise under Thi

AGreezent :-

1. Cests and exrenses net raslated to Fetreclsun Cperaticns in tng
Agrsexment Area. .

4

2. hat perticn of the ccosts and exrernses in excass of Thid
lizizaticns setT ScrIh in the Acccunmting S-ocedure in Annex "I

cr cther vrcvisicns of <his Agreement. f}

3. Exzenses incurred, rpaid, and carrisd Zecrward, sricr to =h¥
EfZective Date of tais Agrzement. .

Ly

4. Taxes in YIMEN cr in cther ccuntries except as specifizza: il
previded Zcr in this Agresexent. e

53

".S'-.:?. ce,, &Y cSntrsct o

(V]
’.a. l-l

csses whlich are reccver wrough L
ndemnity ¢r ctierwise Izcs a th :d parst ,.,H _ .
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3. Bonuses $aid ta the STATE. i

Interest, fees and commissiens on locans and guarantees.

-
».»o»'

Expenses or payments for educaticn and training pursuant £c |

this Agreement, except for costs and expenses for training cf

ROY employees of CONTRACTOR and ROY employees of the Operatingﬁ
=3

I
-

Ccapany crcvided such ccosts and expenses are included in :
appreved work Progranm and Budget. *

G

Expenses incurred and caid for the marketing of Agreement "re4é

* vamy

Fetroleun cutside YZMEN and the ccst of transporting, stering,.f

handling and expcrting cf Fetroleum keyond the point of expcrc
in YEMEN. 5
',‘.'j

10. TForeign exchange lcsses.

Sr~Zvroticn Sharing 2il:

The Crude Cil remaining aftsr <Zecucting Fcralty
freom the -gr =3
s

d Cost 0il Zrem =
T Area, and not uszcE
ed cf separately: ‘i
sample calculzticn

a

te*zl Cxrucde 01l precducad and saved fre:x e:
in Fetroleun Operaticns, snall be taken and dispcse
1

ckha MINISTRY and CCNTRACTCR in acccrdance with th
in Annex "G" and as follcws

(D lﬂ s 'l

(2) Ter the porticn cr increment of precuctien up to and in
twenty-five thousand (25,C050) Zarrzels c<f Mcnchly Averzge Cai

Production:
seventy-seven gercsnt (77%) to Ministry and
twenty~-tihree percent (23%) to CCHNTIACTCR. Py

: procucticn whic
né (25,000) BSarrels of Monthly Aversag
CCco

ifty thecusand (59,

() Tor tkat ad
z a
cicn up to and including fizz

axceeds twent
Daily XNet Pr

nl
I r|

l). ]

Barrels cf M ly Average Daily Net Froductisn: i
seventy-nine zarcsant (76%) &2 MINISTIY and ' .
twenty-cne percent (21%) to CONTRACICR &g
e
L .

1 or incrament cof productisn whtkce
(29,23 ) Sarrelis cf Ment "l{ Averace Talil
luding =eventy-:'"e thousand (73,300
aily Net Frcducticn:

—~
(9]

Tor that addit
exceecs fifey

et Frecducticn up to and inc
:ar*e s cf Menthly Aaverzge o

eighty-cne perzent (351%) to MINISTRY and ) a
nineteen percsnt (:i¢%) to CCNTRACTCR. \ . 3
. -y ] -
4 & nd .=
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(<)

(e)

,\
Q
-

cr increment of productien whicy

(75,€00) =zarrels of Monthly Averac:
theusanc

Tor that additiznal sertien

exceeds sevency-five thousand
Daily Net Production up to and incliuding one hundred

(100,000) Barrels cf Mecnthly Average Daily Net Productien:

eighty-three percent (83%) to MINISTRY and
seventeen percent (17%) to CCNTRACTCR. -
R

¥

*

Tor that additional perticn or increment of producticn whick
exceeds one hundred thousand (100,000) Zarrels of Monthly Averace
Daily Net Precducticn up to znd including cne hundred and Zifds
thousand (150,000) Sarreis of Menthly Average Daily Net Produ :;:;g

eighty-five rercent (85%) to MINISTRY and
£ifteen percent (15%) to CCHNTZRCTCR. gg

1 pcrticn cor incrsment of production which
red and fifty thousand (150,000) Barrels cf Mcnchlp

e ¢ znd including ¢wo hund:i%
nthly Averzcge Caily Net FPrecucticod

ror that =zégi
exceeds cne hun
Average IZails

theusand (200,C

. o~ o —— - - 4
eighty~seven percant (87%) to MINISTEY =nd _ S
Lo Sebemtndh | Cﬂf“" 9

thirteen percent (13%) to CCHNIFRACTCR.

Tor that additignalil gerticn or ingrsment of zreductics .n-”
exceeds gang (z2Q,C83) Zarxrsls o Monthly Averzg

two huncdred tihco
t 7

rm ey mamd mm
-t ws wh W e am s ¢

Daily Ne
ninety percent (§0%) to MINISIRY and
ten percent (10%) tTo CONTRACTICR.

that zhe value cf the Cecst 01} (&

It is the intent cf tha Fartiss th

CCHNTRACTOR's Freducticn Sharing 0il Zer the surpose cf RCY Incens
Taxes as prcovided in Article 2.1l(c) telcw) shall reflect <zif
crevailing =arket zrice fcr Crude Cil. Tor the rpurgcse 4
evaluating the grevailing mariiet vaitua cf the ~Lant*ty of Ccst 2i.
to which the CCNTRRCICR is entitled hereunder during each Calendax
Quarter, the weightad averace trice rsalized in freely convertis. §
currency, frem F.0.2. point of expers sales to non-affiljid ¥

length by either = =
w:w---.z or the CCNIFACTCR under all sach Crude 01l sales of <%
Agreement Area CruZe 0il then in eff- £, zut excluding Crude Cki
sales centracts ;nvclllng cerzsr, whictever is higher, shall :
used. 7Frices shall =e @CFISErl iately adjustad to credit terms.

Cexrpanies during any stch Cuarter at arms

-

o

-

.
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u

psroviding fcr gayment within <hirty (20) days Ircm the date cf bill™
ncies other than United States Dollars shall :e

of lading. Curre

cenverted into United States Dellars at the rate for buying Unitedgg
with such currencies as gquoted by Naticnaly
Wwestminster Zank plc, Lenden, at 10:20 a.m. London tixme, cn the
bill of lading dZate for any such sales, and if this is net 2
panking cay in Lenden, cn the next succeeding banking day i“ﬁ

Loncéen.

States Dollars

T+ ig unders===23 =hat in the case cf C.I.F. sales, apprerriacs!
deducticns shall -e =ade Zfcr zpplicaple Zreight and Zinsurancsl
charges to calculate the F.0.3. point of export price always caking
into account the apgrerriate adjustment for guality of Crude 01l g
freight advancige or disadvantage cf gert cf leading and ctzsxl;
apprcrriate zdjustzents. Nevertheless, with -espect to the zkeve
srccedure, i the CCNIZACTCR ceonsidess the value of the Cest Cil

markst conditicns srevailing

so determinsd net te reflzct the
during the Calendar Quartsr, the CCONTFACTICR znd the MINISTRY shall
2 \ 5 The srizcs. :

=eet and o~ucTs

. . . - B
Quzxzter therz-are--nc such sales =y :_-%g

2. If during =zny Calandar rIerx
MINISTRY or <the CCHNTZ3CTCR then in effect, the MINISTRY aU
CCNTSACTCR shzll —est as socn =S practiczble, zut nmo later than tan
(10) days afzer the end of such Quartsr, znd nmutually acree ucc
the gsrice of Crude 0il to ke used in cdetermining tihe valusm
menticned in saricrssh 1 abeva. Fendinmg such mutual agreement tiie
crevisicnal grice used shall Ze the last price determined ;u:sua:qg
to Arzicle 7.3.1 abéve cr under this czragrach 2 and appresriacsl
adjustzent will te made thereto after dsterminaticn cf a mu:uallfw
agreed price =y the MINISTIRY =nd CCHTIFACTCR. .,

Y

Tazzmkey Tifcing
At 2 reascnzble <ize pricr to ithe ccmmencement of Initial Cemzmercizi)
Sroducticn, the Crearzting Company shall suzmit Zor ceonsicderatien To T
CNTEACTCR znd the MINISIRY a precedure for sciheduling tanker liftingd
frza the agreed upsn roint(s) of sxzert zmd shail negetiate with tos
MINISTRY and CCNTFACTCR accsrtable crevisicnms relating to underliZtind}
nd cverlifting-of preductisn.. Such previsicons shall include ceric™ §4
and at least Quarzerly settlesnent cf cveriiits and underiliits in ct
er in kind at the czticn cf the MINISIRY. 53

crticn, to be exercised upon at least ninezd
(¢0) days notice to CONTIRACTICR, t8 purchass irca CONTRECTOR up to fi:’:{g
percent (50%) of CCNTEACTCR's Freduction Sharing 0il.
'he srice fer tMe Froducticn Sharing 0il purchased by the MINISTRY shal_ .
Te 25 murtually zcrsed £y the MINISIRY and cthe CONTRACTOR. If no . &
. “5’ i

The MINISTRY shall have th

S
<
~

., 7/
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agrzement is reached then the srice apr lied shall be the weigk:
average prica received Zy CCHTRACTOR for its sales to non-Affilis

Cc=canies as calculated in Article 7.3.1. above during the applicac
Quarter. If there have teen no such sales then the price reached und
Arzizle 7.2 fcr the erclicable Quarter shall apply.

the MINISTRY pursuant to this ozticn shall be cn credis

All szurchases by : is
thirty (30) days frem the bill =2

terzs providing for zayment within
lading -date Zcr sales ty tanker shigments, and Irca invoice date 2 .
cther sales. g
i

Profucticon Torscszst
' 2
The Operating Ccmpany shall rrepare and furnish to CONTRACTCR and :h-é

st setting out the TcTal
ating Ccﬁnany estinates ca-n
'o

- e e S

MINISTRY a VYearly s=resductizsn Icorecs

guzntity(iss) of the Fetrcleun that the Cpse

He zroduced, saved, and transperied according to tils Agreement during
hea Year and Quartsrly in accecriance Witk goced Petrcleum Industui

ﬁﬁml

Trzctices. _

The CZe at;:g Cecmpany shzll g2 its fest gffcros ©o oroduce -the forsca
vantity cf sach Quartsr, as updatsd frem tizme to tize.

in zcccriance
maimtained =y the Operzting Ccxmpany i
Cevelcpment irea, as ‘zgslicarle.

7’
"'=““'ces, stex t:e C:;ia Dil In stes

-
m

riw

suring and vclunmet
5 storage tanks Icr

he MINISTRY skall tzke Rey
aring Oll and CCNTIFX
-rcauct on Chcr-ﬁg
sectively, as grevi
ie stcorage tanks cr 2t 2

tha CONTRACTOR.
3

H O (0]
:l‘

192 ID [}

ct

MCMR shall keccme the cwner of 2ll assets zccuired and cwned =¥y
C-S?RAC"O? in cecnnmectizn with the F :*ole_m Coceraticns carriad
rating Ce=pzny in eaccerdance with

tha CNTREACTCR cr <The <fLzar
LCLlOWlng:

(1} Lard skall zeccxme the j:c:e::" cf the MINISTIRY as sccn as it
rchased cr ck ta::ea, ubject to CCNTRACICR's use, f:eg.of T

terna 22 -Hls Agresene
/‘ /
A>

{
. &%

“ -
N

D<>§f\ \t%;l&

uring the

(3}
e
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(2) Title to fixed and =cvable assets shall be transferr
autcmatically and gradually f£rca the CINTRACTOR to the MINISTRY
they are reccvered in acccrdance with the previsions of art:
7.1.1 of this ngreement however the full title to fixed and mcva
assets shall ke transferred zutcmatically frecm the CONTRACTOR
the MINISTRY when 1its total cost -as been recovered by

5."

g
£

G
e
-
ot

zle
-
Za
FS =N
-

CONTRACTOR in accecrdance with the prcvisicns of Article 7.1.1 ci-
at the time cf terminaticn cf thils 2grs=ement with respvect 4o zil
assets chargezble T2 the Petrciesum Cperaticns whether reccvered o=
not, whichever zccurs Zicst. . ;ﬁ

The book wvalue of such assets :in each Calendar Quarter shall
cez=unicated by the CCNTRACTCR and the Operating Company as applicz:

to the MINISTRY within thirty (20) cays afizr the end of each Calenca

Quarter.

During the term of tais Agreement, the CCNTRACTCIR as Operatcr el
fermaticn cf <the Cgzerzting Ccmpany a&nd zthe C;s gting Cecmpany
erzitled to the full use cf all Zixed ani movable assects referred
ztcve in connecticn with the Fetrclsum Operzticns hereunder or under : £
the Parties. The CONTRACT. &

cthar Petroleum Oreraticn encered into by i b
ané the Cperating Cczpany shall nct iispcse cf the s
writien apzroval cf the MINISTIZR, suc i

withheld.

ame excett WL.H _ue
e
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Tha CONTRACTOR znd the Operating Ccopeny =ay
end use thersin and freely expcrt zt the end
ecuitment which tihey either rent o leass
Pezrcleun Industry cractices incliuding but o

- e

cf ccmputer Har:"a:e ané scitware.

ARTICIE 9

TAXES AND ECNUSES 3
Tzxs=s 5
.(2) CCHNTEACICR <chall zzy a £fixed vrpercsntage =tz ("fixed tax'"le
equivalent to <three percant (3%) of all its Explerati~ij
;xnend-tu*ns incurred =and z2id in conductin its Detrol-
Creraticns. This Zixed tax sZall te pzid within three (3) Ment--
after <the Tax Year in which the relevant Explcraticon Exgenditursf}
are incurred znd gaid. Such sayments shall te made tTo the xCV :a‘
authcrities and shall Ze acccocapanied zy statazents authenti
by the MINISTRY setting cut the relevant Exglcraticn -yoendl“"
Within one hundred znd £ifty (120} davs after ke end of each -
- oa

Year fcr which thl_ fixed tax is paid, the MINISTRY shall furnis:

to CONTRACICR official raceirts evidencing the payment of such Tax.

- s

. (¥) EZxratriate employvees cf CCNTRACTCOR, the Cperzting Ccmpany, thel
cecntracTcrs and suzecntractors shall se exexgt frem all persch
inccze taxes anu similar <tzxes in the ROY cn all inccme
reiztursenments caid by CONTRACTCR the Cperating Company, and the:

{. o
- - IS //

Po=) v = . .
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subcecatracters znd cn all inccme Ircm any sources outside of :thél
®0Y. All non-30Y csntTracters ang su.c-“t*ac:crs of CONTRACTCR and
Operating chpany shall be exenpt ron all taxes wnatsoevex§
measured by incczme, rrofits, turnover cr otherwise with respect tﬁ,
all payments wmade to them by CONTRACTOR and Operatlng Company f£ct’
services, ecuirment znd materials zrcvided in the 2Petroleusg

Operaticns under this Agreement.

9.1.(c) Inccze Tax

Any and all taxes to which CCNTRACTCR is subject uncder the laws
the ROY that are =zeasured =y inccze, prciit or turnove*
hereinafter referrsd to as "ROY Inccme Taxes". TFor the purccs
ROY Inccme Taxes, the total taxable inccme of CONTRACTOR

respect to any Tax rezr shall be an zmcunt calculated zs -c-

mn

i. The total valus (cetarxmined as preovided in article 7.3 azcve )i
of all Crude Cil receiwvad =y CCHTRACTIR in such Tax Yee”
pursuant to article 7, less zthe ccsts and exrenses <2
CCNTRACTCR which zre reccvered v CONTRXCTCR in the Tax v« 53

g

under Article 7.1.1; plus

ii. 2Zn azmecunt egual tTo CCNTFACICR's E0Y Inccme Taxes. 3
If the tctal wvalue cof such Crude Cil rsceived in any Tax Year =
CONTRACTCR as set cut in this article s5.i.{c) i. akecve is ecual =
zero, then CCHTRACICR shall et be rscuired to ctay any XCY In

Taxes feor such Tax Ysar.

.1.{4) The MINISTRY =shall assume, p&y and discharge cn kehalf oy
CONTRACTCR, CCHIRRCTCR's ROY <Inmeco Taxes cut eI :
MINISTIRY's shara ci Fetrcleua under this Agreement.

1.0} Within cne and hundred f£ifty (1528) days after the end cf cac:
Tax Year, the MINISIRY shall furnish to CONTRACTCR cffict
receipts evidencing the Tavment 2f CCNTRACTOR's ROY Incc"
Taxes for such Iax Year. Such rsceigts shall ke issued v
proper tax authcrities znd shizll steta the amount and ct;
particulars custczary Isr such receizpts. -

9,.1.{3) In calculat;ng its ROY Izmccze Taxss, the MINISTIRY s ze
entitled to deduct the XCY Inccme Taxes of CONTRACICOR paid =i,
the MINISTRY cn CCHRIRASTCR! s =enals,

9.1.{9) The COKTRACTICR, its affilizte Ceocmganies and theiﬁ
sukcontractsrs and Cperz ting Cempzny and it's sub-ccatrs ::-=w

are exempt f£rem a2ll of the taxs=s and related taxes of an

nature whatscever with the excerticn of the fixed tax =s
stzted in article 2.1.(2) and <he ROY Inccne Taxes as stated
: le 2.1. zkev .
in Article (c) zkecve. J/ ; . -

KA ~
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Tayes Statements

- e

CONTRACTOR shall grcvide the statements cencerning the caleulaticy
of the fixed tax stated in Article 9.1.(a) above within thirty (36%
days after each Cuar:ter ccmmencing after the Effective Date of thiss
Agreement, and shall srcevide statements concerning the ROY Inccze
Taxes according to Article 9.1.(c)i. abcve within thirty (30) daym

-~~~
-

- -y

after each Tax Year ccmmencing after Initial Cemmercial Procducticnii

Bonuses:
CONTRACTOR s=hall witkin

to the MINISTRY zs a si
United States Dcll

BRODUCTTON BCNTS:

E

Ten .’0) cdays Ircm the Zffective Date, can
tre bonus *he sunm of seven millicy]

CCNTRACTOR shall zay to the MINISTIRY the ZIZollewing zred
bCﬁuses. T e ratss cf zrsducticn ssecifisd ::lcw shall nct i:
croduct £fren ary scla risx zreociects cof tha MINISTRY excep
CONTRAC”OR exercise its cticn to share in such sole

production, and cnly frea tha initial cate of sharing.

i. Two m=illicn United Stzzes Dollzrs (USS 2,000,000)
(thirty) (30) cays frcm cemmencement cf greducticn.

ii. TFour millicn United States Dollars (U.S.S$ 4,000,000) withi:
thirty (’0) days aftsr ths firgt Zate when the total —vera~é‘
daily preocducticn cf Crude 0il zreduced and savea frecn thie
Agreement nr-_, and net ussd in Fetrcleun Operations, has bee! 2
sustained &t the rzts cif Zifty thecusand (:0 000) Barrzslis cei}
day fcxr a perizd ¢ thizty (33) ccrnsecutive days.

i1ii. Six millien Tnited Stzzes Dollzrs (U.S.$ 6,000,000) wis
fifteen 3 ) Savs after tie firgt date when the tetal ave
daily procuction cf Crude 0il prcduced and saved Zren
Agreement Arsz, and nct used in Fetrcleun Cperaticns, has b 3
sustained at the rate of cne =ounc-ed <=hcusand (loo,o;féj
Barrels per day fcr 2 gsriosd of thirty (30) cconsecutive da,

iv. E&ix =2illicn Unizce

d €. 6,000,000) wix
fifteen (13) cays af: r

(U
iata wnen the tctal aver:z
ciuced and saved f:: !
Szzroleun Creraticns, has ke
wwo hundred thousand (400 CC
cr a pericd ef thirty (30) ccnsecutive cay

daily poredéucticn
Agreemen< Arsa, a4
sustaired at the
Barrels per Zdzy =

o 2

- | }%&s

\\~
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3.2.102 T-aini=g Scnus:
The CCNTRACTOR shall pay to the MINISTIRY, within thirty (30) da vF
after the start of each Year starting on the Effective Date anﬁz
each anniversary thereof during the term cf this Agreement a lumc
sum cf two hundred <thcusand Unlted States Dollars (U.s.$ 200,000
for the purpcse of training Yszmeni sxzplcyees of the MINISTRY ani
its Dependent Units. g

9.2.(d) Institucional Zconus: gg

w

tc The MINIZIRY, within thirty (30) cdays aftsr

CCNT?J‘C"‘OR shall gay te tThe MINISIRY, witl
+he start of each Year starting c1 the EZffective Date zand e

anniversary thereof during the tern cf this Agresement, a luzp
of two hundred thcusand United States Dollars (U.S.$ 200,000)

institucTicnal beaus.

n p

9.3 All taxes cnd bCﬂLSE szfsrred Lo zZove are ncT reccwverable fren
Cest Oil under Articls 7.1 of zhis 2igrzement. 2ll cf <the
centributicns will ue ccllected Zy The MINISTRY.

uring tha feriod of this Acreement, the CINTEACTCR shkall m

in tza ECY starting within thirty days (32) aftsr the Zffective Da*n cf this

Agreemenz, at which nctices shall ke wvalliily sezved. ;g
i

All nmatzers and nctices shall be deexmsd To ke validly served to CCNTRACTCE
elivered to the cifice cf tha CCNTRACTCR's General Manager agains:s

which are sent to hia ky registered zmall, telefax, cor telex. g;

rs and nctices shall be desmed to be validly served ¢
liversed to the MINISTEZIR's coffice in Szna'a ducin 33
1, telefzx cr telsx. {.

which & ce
hecurs cr which are sent to hin vy regisctsosd zail

Any changes in the address ¢ ths CCHNTIRACTCR's cifice cr cf the indivigual
emzcwersd as Ceneral Manager shall te nctifiied to the Ministry atv least Ttz
12) dzys cricr to the date ci change. {?j
]
11.: The CTHRTRACICR and the Cgerating Csmpany shall tazke all proper Seasures
accerding to generallj acce;ted ~eznods in the Petroleum Industry =T |
Erevent lecss or waste cf Fetroleun atcve cr uncder the grcund in any T
gathering, transperting, distributing ant

&
c|~ -~ qg crlll‘ng ’ prcckc--lg'

stcrage cperaticns. X

Tha MINISTRY has the rizhz to orevent any creraticn cn any well that It
i iz in less cr damage of the well o~

micht reasonably expect weculd resul

<=2 0il or Gas field.. -
. -
-
23
gﬂj
)
{

— R )
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11.

28

[
)2
n

cus sf Fetrroleun Cpe’a:;-"s, undsr thls Agrszement.

Upen completisn of the <rilling o a groductive well, the Operauin
RY cr lts represenuau_;

Cc=czany shall inferm eand repcrt to the MINIST
cf the tize when the well willl ze tested and <Ihe producticn rat
as the results ci such <est. :

4

ascertained as well
15'

Excert in instances where multiple cr:cucxug reservoirs (not in pressurs
cez=unication with each other) in the same well can only produce
eccncmically through a single tuking string, Petroleum shall nct
crecéuced frem multiple 0il bearing zcnes through cne string of tul:i
at “he same time, except with the gricr =zpcroval of the MINISTRY cr

i

il
el
-

reprasentative.

operating Ccnpany shall reccrd <data regarding the cquantities ¢
Petraleum and watar sroduced =monthly frexm sach Development Area. Such
ata shall be seﬂt to the MINISTRY cr its rerresentative on the s;ec;a'

fcr=s prcvided fecr that purpcse. A repcrt to that effect nust
sub=itted daily. CTaily cr weekly statistics recar;ing the :rcduct;:“
2= the Develorrmen t Area shall be availzkle at all reasonable =Z:mesg

£
e e
fer examinaticn by authcrized regprssentatives cf the MINISTRY.

Dailv drilling reccrds and the grzzizic well logs must show the cuanticz:
arnd <ype cf cemert z2nd the amecunt of any cthar matarials used in o=
well for the purpsse ¢ grctecting Fetrcleunm fearing cr £fresh wa
scrata.

&AnY fun entzl mechanical crerzzizn cn a2 well after its c::::lst;::g
must be apzrcoved Ty resrssentatives cf the MINISTRY. - &
in the ccurse of > rfc::in_ the Fetrcleunm Cpsrzticns, the CONTRAITCH
shall be sutject to the laws, decrsss, cther rules and recgulaticns wit?
reszect to envircnmentzl protecticn and safety of the cu"*:“y ant
cc:duct its cperaticns in acccrdance with accepted Petrsleum InduscTy
By

gractices. 7
i

‘ 8]

CUSTOMS - ' g%

The MINISTRY, +the CCNTRACTCR, <=he CPIRATING CCMPANY and =heir
sutcentractors shall ke zermittsd o i:;c:: ‘-cm abrecad, &nd shalil =7%
exexpt frem the Custenms Dutiss and reiatsd Taxes with respect =0 ‘*55

1~---~"-ta1':ic:'x of mac;;:e*y, equipment, veni c---, materials,

izper s su:
censumables, and =ctila properziss, to be used sclely in the ca::v:i

oo

stuffs may also te imperted, zrzvided their Custcoms Duties ars fuil

The exempticn stated in garagragh i1 of this Article cdoes nect zprly
any impcrts of_nmaterials if these cr ﬂate:ials of cecmparable cual

are manufactured in Regublic of Yemen and may be purchased locally

(X2
m (1 gl

£ f)
)

o

a rate which dces nct &xcsed cne nuncred a2nd ten percent (110%) < T

ccst of the ixmperted cccds pricr tc the additicn of thesCustems CDutiss,

but after zdding the ccst c¢f trznscers 73
i3
“

st
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G- ot iy

fzrmance of cperaticns car
the ccnservation ci the Petrc
cany and their subcentractors shall
s Agreement—which affect thenm, and ©

VIS,

|

The CCNTRACTCR and the Cperzting Comzany shall each selees
employees and dZetarzine <their nuxfers, to be used fcr
operaticns heresunder, subject to Ar.;-le 6 above.

||

The CONTRACTCR shall, after ccnsultation with the MINISTRY
prepare and carry out specialized training programs for all fﬁ
ROY employees encaaed in operations accesrding to this ngreene

and with respect to ar L’c=“1° aspects of the Petroleum Incns:ry
The CONTRACTCR and the Operating <Ccxmpany shall undertzke o
replace graduvally their staff by gualified ROY natienals in fu'y
coordinatisn with the MINISTRY. . e

The CCNTRACTOR shall inclu
Exploration -er od =zt the &ap:s
cemmence the follcwing graduates

ce in its orcanisation during <
o) izte tize when the operztic
eccnded ky the MINISTRY:

-~
PY

One (1) Geolegist
Cne (1) Geozhysicist
One (1) Zrilling Zngizeer /2

2ri »3i11i
Crie (1) Tezrscleum Inginesr ‘during Zeve

0
Winiiién

The CCNTRACICR, =2t :Iits cwn expenss, shall give each Yeear,
mutually agreed, two <f MINISTRY's -T“’cvecs an opportTunicty ¢
attend and rcarticizazte in the CCHTRACTCR's and the s
centracter's, cn-the-jch Training crograns :ela"*-g to Exzicrat
and Cevelccment cocerzticns Zsscrizes in this Agreement.

to- ‘:. L
e v

T

All Yemeni cerscnnel expicyved -y tha CCNTIFEACTCR, the Operzc!
Company and their respective sttcecntracters shall be
acccrding to their excloyment ter=s, salaries, wages, benefit
allcwances in accecrdance with the ccmpensation paid to
Yemeni perscnnel carrying cut similzar zmployment in the Petr
Operations in VYexmen, cr subject to :the Yemeni labeur 1ealslab--.
applicable to Fetroleun Cgerzticns which ever is the better. =

LIRS 3ND STGTIATIONS i

ert for what is previded Zcr in this Agresement, the CCNTRACTOR armi§
rating Ccmpany shall e subizcz == all =he laws of YEMEN anks

ti issued Zcr the izmzlementzaticn thereecs, including, .1..::;~
ti on, any rngulatic“s fer the safsty, health, laber and effizien’:
ried cut purstant Lo this Agreement and iz

$
leum rescurces. The CONTRACTOR, Operzting
ke subject to the rrovisiens c7.
o all regulations which are cdul:

issu ed ty the GCVERNMENT frcom tize to tize eMcept these regulaticns thax

censistent with this Acreszent.

AN /}(\w\ -
e

' 2
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: 1-'; lens cf the GOVIRNMENT that are representc

Znterssts, rights and <=
ty the MINISTRY and cf the CONTRACTOR under this Agreement, shall
the rrecvisicns of this igreement and may be alter

scla2ly governed Ly t
cr amended only by the mutual agreement of the Parties to dn_
Agreezent, which is stigulated by the ratiiication of the GOVERNMENT. '

ARTICLE 19

a RIGETS OF REQUISITION

i
o]

ig Cerexal
Ia zase ¢f naticnal emsrgency, th ”G.:.Pl\ [ZNT has the richt =
reguisition to all or gart of the roleun produced <frca Tk
LY

]
-

Develcpment Area or Areas during the Uer:ca of stch emergency, and
+ke right to instruct the CCNTRACTCR and/cr the Oceratl..g Company

':::aase the prcdéucticn to the =maxizunm rate zchievable in aceerxd
fpvingypiyny

wizh gcod Fetroleum ZIndustry practice. Thes GOVIRXMENT has also
rizht of reguisiticn to the Tevelcgment irsza itself and any cal

facilities during the sexricd cf such emergency.

- - amed

W 0 o mony,
o A L

.
o

:n
[ S |
maaoqp

m

<iecn to any Deve-::renij

8,1 Tha SSVERWMENT has the right cf a2 Zinal rezuisi
T Ares if it is prcved to the G ?::SK:IT that the CCNTRACTOR has causad -
by its negligence cr =miscecnduct, 2 naterial and substantial damage L.y
ary Cil field or any relsvant ZIzcilitles in the afcrementicned arsz}
:::v;-ed that such caused Zzmage skall te Sstermined Zy a rneutral Third
- Ezs-ty selected by the MINISTIRY and CONTRACTCR to essist them in reachins
muTual zgreszment cn the Zight cf fimal reguisiticen. ’E
12.2 In nc cazse shall a reguisizisn , as =rocvidssd Zcr herein, be i.....,le...e:*:a'i
i prisr to adequate written notice to the CONIRACICR so that he skhall =g,
2hle to express his views with resgpsct £o such claia of a *ec'u'v";:n.j;g
i
iz.3
The rscui Sucticn skhall ke carried cut thirsui
Ministeri :-;::s;:::: cs the Zevelcrmant Area itsel:s,
any rTelzved facilities, shell ze ca-sried zut threough a Presicdenti
) Besrea cduly netifisd te tThs CCONTERCTCR.
8.

requisiticn referred it

L4 et s -l -

- CmadSawaldd, =

Artizle 19.1. the GOVIRNMINT sl-:a “«=e CCHNTRACICR fcr ===

verizd during which the recuisi , inmciuding : ' o3

(2) amages if any frexz any such requisiticns, except fer any _aﬂaga‘
sr to the ultimate reccvery cf Crud

resulting frea enemy zttack
Cil frcz any Cev elc::.: nT Arsa.

(=) Full payment each Xenth Zfcr the CONTRACTOR's share In zlil
retroleum extrected Ly the GCVIRNMER less the Reval:zy,.
MINISTRY's Producticn Shazing 0il, and the cperating cecsts <:i°

[

such preducticn.

o
\
S>>
=
\
f



[}

o

(B

(]

ASSTIGNMENT

Geanera

=

WK

The CONTRACTOR may nct (except to an Affiliated Cempany) assign to anvi

person, firm or corperation not a party hereto in whole or in part, any
of its rights, privileges, dutieés or cblications under this Agreemertm
without the written cecnsent of the MINISTRY. The CONTRACTOR shall?
guarantee the perfcrmance of such assignee, in accerdance with the terms™
of this Agreement. The CCNTRACTCR shall give to the MINISTRY a rreomzs
notice of any assicnment to an Affiliated Ccxzgany. th

-k

ot
i

Aperzval ©

The MINISTRY shall give azproval to the zssignment Zv the CONTRACTCE cf;%
all cr part of its rights, privileges, Zduties cr chbligaticns cnly i:2"
the following cenditicns ere zet: -

=

:
t
s

(a) The cbligatizns c¢f the assignor deriving frcn this Agreenent muss
have been culy fulfilled as ci the Z:zte such recuest is made ani
remain rfulfiilsd cn the cata cf ths zssignment. "

(&) The precpesed assignee oOr &ssigncr nust rreduce reascnakls
evidence to the MINISIRY of tha assicnee's financial and
tecanical ccmzetance. 4

%
33

(c) The iInstruzent cf assignment xzust Include greovisiens staving
precisely thac ths assicnee is Zcund oy all ccvenanss cc::ai:eﬁﬂ
in this Agreement and any =cdificaticns or additicns, in writing, i

53

that up to such time have zeen made.

A drarft of the prcpecsed assignment and all relevant documents
s - - - - . - - ] -
suprcrting the reguest, shall ke sutbmitted to the MINISTRY pr;c:fg
the date of the rrersesed assignment, for the purpese <

to
official apgreoval.

(2) As long as the zassigncr shall
Agreement +the assignsr tcogether
jointly lizkle Zfgor all Zuties znd .
under this Agreexzentc. i
o~ &

21l zr parc of its interestsi .z
an xffilizted Cempany) shall =a,
MINISTRY of <wenty-five cerce:n

r= "Net Sales Proceeds '

Any assignzment Ty CCNTRACTIR ¢
this agreement (ether chan <o
subject *o the 2
(25%) of the

~

means the amecunt

s
‘B

owing calculzticn:

(a) The <tctal ccnsideracicn zaid s CCNTRACTCR in cenverti:
currency in the fcrm cf cash, chegus, or cther readily negetiea
instrument fcr any interest in this Agreement that is assig
to any persen, firm cr cerpcreticn nct a party hereto cther <
to an Affiliated Ccmpany c¢f CONTREXCTCR in acccrdance with &
rrevisicns ¢f this Article 20, less the sum cf (b) (i) and =(1i

kelcw. w,
7 il i:
\

3 W -




<9

Aall ccs<,

exzenditurcs

CCHTRACTCR
assignment,
assignzent,

(k) ‘1

respect to

The zfcresaid twenzy-
apcly to any ccnsz'e
whera such ccnsicer

All taxes of zny nature
five percent (25%
authecrities

SlheCe.am3, P = - - misma—y —— - e

¢ =2y =naTure whatsoever incurred Ly o

crizr o the date of <the request of sail

zdjusted £for interest thereon +to the tizme ao:
znd

?%

whatsoever (except the said twent’

) cf Net Sales Proceeds itself) of any taxi:c
whatscever that are urred by CONTRACTOR ~1.

said assignment. : .

itk

.
-
-es

LR

five percent (25%) cf Net Sales Frcceeds shall :
icn received by CCNTRACTCR fcr said assignme
is in the nature cf work and/cr exnenaltur»J

[P

Ticn

perizrmed cor to ke ;er---wed and/cr paid ty the assignee with rescec:

4]

result

accertad Petroleun

<o the Ministry

of operaticns

If it cemmits any

=his Agreement )
‘s . o
4 CCNTEXCTCR shall, with The zrproval of the MINISTRY have the right <<
assizn a security interest with =rsspect to ifs interest ‘n This
Agreszent ZIZcr the purpsse of cztaining financing fcr +the Fetrcleu
Cperzzicns which assignzment shzll Ze witheut grejudice to the M'”IS:?E'u
rignzs under this Agresezexnt.
ARTICIE 21
BREACH OF 2CAITVENT AND PCwER OF CANCETIIATION .
L
(a) The GCT::NY‘NT has the righit to cancel this Agreement Sy Crder i
a Presidential Decree, with respect 1o tThe CCONTRACTCR, in ==
Sollcwin _“sta:ccs :
. If knewingly, it has subzittsd zny false stztexments to the Minist::
ich were of a =materizl ceonmsidferzticsn Ier the execution of thi
Agreement. ‘ £
2. £ it @ssigns any Intsrest hsrsunder contrary tTo the preovisicns o
irticle 20 herecf. =§
3. If it i1s adjudicated zankrust =y a court cf coxpetent jurisdicticon.
<. If it dces nct csnply with any Iizal dec;sicn reached as tha resyl .
¢f ccurt preceadings ceonductead under Articie 23 hereunde T
Ciey
. If it intenticnally extracts any =mineral cther than Petrclieun nc
zutherized By this Agrsement or without <k a;-.cr::y :f el
SOVERNMENT, excert such extracticns as wmay e unzvoidable zas Tne

in acccrdéance Wl-

- =<
o -

cenducted hereunder
Industry cractices and which shall be ne

cr its representative as socn as pessille.
<aterial gzch of this Agreement,, :
- '

w
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o
)
.
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21.(k) If +the GOVERNMENT Zeems thet one cf =k fcresaid causes (c-"

Such cancellat;cn shall take zlace withcut trejudice to any Tz
which =ay rhave accrued £o the ‘GCVERNMENT &gainst the CONTRACTZR ¥
accecréance with the grevisicns cf this Agreement, and, in the ever:
of such cancellaticn, the CONTRACTOR shall have the rlght to rexch
from the Agreement Area all its personal property. i

than a rcrce Majeurs cause referred to in Art'cle 22 hereof) exi
to cancel this Agres :ert, the GCVERNMENT shall give to CONTR: CT:i
ninety (90) days written not;ce perscnally served on CONTRACTCR!'
Generzl Manager in a leaally official zanner and receipt of “1*”3
is acuﬁcwledced v hinm cr by his legzl zgent, to remedy and rexzc:.i
such cause; but if fcr zny reasen such service is inmpecssikle éu-
to un notified chance cf address, zsurlicaticn in the Officin
Journal of the GCVERNMENT cf such nctice shall be ccnsidered
validly served upcn the CONTRACTOR. If at the end of the sai#
ninety (90) days nctice pericd such czuse has nct been remedisd z-
remcved, this agrsement =ay be «czncelled fcrthwith 3=y 7%
Presicdential Tecree. ii

The ncn-rerfcrmance cr delay in gerfermance =y the Ministry and i1
CHTRACTCR and the Cperating Ceoxgeny of zny cbl;gaticn L“cer <l
Agreement shall be excused if, and to <the extent that, such =ncn
cericrmance cr delay is czused ky Force Majsure. The reriod cf any sus
ncn-zerfcrzance cr Zelay, togethisr with such cericd as may be necsssar

b

b [
=g such delay shall be 2

£z the restcraticn cf any damage dene dur ofed=
to the tizme given in this Agreement fcx the rericrmance cf suc
ckligaticn arnd for the cericrmance cf any ctligaticn dependent therec'?
and consequently, to the term c¢f this Agreement, but only if <f}
extensicn cf the term cf thls Agresment l1s -slsvant fTo the pericrmanc:
cf such cbhligatien. i
"Foerce Majeure", within <the meaning cf this 2greexment, shall e ans

crder, regulatisn cr disectizn cf the CC?::KM:LT, ¢r (with respecz =o
CCSIR;CTCR) of the gcvernment c©f the ccunmtry in which any of i
ccozanies Cu:Dr’Slﬂg CCHTRACTICR is incergorzted, whether h-umulga;-_._

yvmnem o - , -y . ‘g
the fcrm of law or ctherwise, cr zny act ¢f CGod, insurrecticn, rli:g
war, strike (cr cther lzker ils::::_“ce) , fires, flcods or any ca' .2
ncT dte to the fault cr nsgliigence cf the rfarty invoking Feorce Majeurs:g
whether or nact similar to the fcregcing, ;::v;ded tkhat any such a:siﬁ
is reyond the reasonazls contrcl cf the gsarzty inveking Ferce Majeurs

vithout :re]udlce to the zbcve and excert i3s may be otherwise grecviie,
herain, the GOVERNMENT shall incur no res;:251: ility whatsoever o =
CCYNIR by

RACICR, and the Cperating Cempzny fcr znyv daxmages, restricticn

.J‘ 3'

e
-
-

-
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)

0
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3.5

Css arising in consecuenca cf such cause cf IFcrce Majeure, excer: any
g '

dazage cr less caused =y willful acts cf the GOVERNMENT related to :heg
T

erce Majeure. £
; 3

If <ke Fcrca Najeure event occurs Zu lng the Initial Explcration Perizd
cr zny extension thereorf znd continues in effect Zor a period of six (§)7%

Mcrzns the CONTRACTOR shall have the cption upon ﬂinety (50) days rricr
wrizzzn nctice to the MINISTRY (o terzminate its ckligatiens hereunder

P

witzsut further liability of any ki=zd. oy

ARTICIE 23
bk

unéer this ngreement,‘.he two parties to ““wn

grnaticnal Chamber of Cocmmerce

- o

In case a dispute arises
diszure shall use their good faitlh eflorts to settle hhelr dlf;ersncecg
ty wutual agreexzent. therwise, the two zarties shall submit theirzse
dizzute to arkitraticn s crevided In this
The zrbitraticn shall be
Znzliish 1 anguace in =cccrianc
AXZitra en of the Internati
e csxovi s cns being mad
zrzizracisn tribumal shall
The zrkicrziis: shall “e initizted =zy either party to the disputeoy
("TirsT Farty") giving nmetice to the cther rzarTy Szeend
?a::v") Tzat it T elects 0 refer tThe discuzte A
grTsinted an arzitrater who cshall e identified '
Seccnd Party shall netify First Ferty in writing
gzays -deu:;:yzng the arritrzter thet it has sele
IZ “he Seccnd Party does nct so apccint Ti
shall have the ricght <o azzly 3 = ic

~= ra

t

- A vy

wd arkitraztcrs shall, wl-nln T=ic
ertitrater failing which
Cour= of Arbitrztion of the ZIntermazi

e §
_—t s e d o
the third zrzitr

The :hl:* grhitratcr shall net e a2 citicen

in waich any cf the ccmpanies-cemprising CO

shall be a citizen cf a cocuntoy which = icle= th
afcresaid countries, an nall nct hzve any eceone=i interest in the

h
A ]
tusiness cf the ROY cr any pzrty to the dispute.

1 =xtend <o the arkitraticn tribunal a
ss to the Fetroleun O,erat‘cns) for obtaini=z

4@ Zcr che rroper determination cf the disput

Tha ;ar:ies hereto sha
facilities (in ’"alng acce

any infcrmatisn reguire pepgepe
The zrsence cr Zefault oI any party To the argitraticn shall nct

Termitted T2 rrevent c¢r ninder the zrzitraticn rreceedings in any c- al

P

- <0 v
1]
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cf its stages. ke

Pending the decision or award of the arbitration tribunal, the
operations or activities which have given rise to the arbitration neec“
nct -e discontinued. In the event the decisicn or award recognizes th

the ccaplaint was justified, provisicns may be made therein for sqcnﬁ

3 "
recaration as may be apsresriately made in faver c¢f the comnlalnanh. P¥

S

in any Court having

Juécsment cn the zward rendered zay be entered
jurisdicticn cr zppliceticn may be nade to stch Ccurt ZIcr jhdl:l=l
accsztance cf the award znd an crder <f enfcrcenent, as the case may -e.q

[

| Z5ee

The zrevisicns of this Agreement relating to arzitraticn shall centin

Lot

in Zcree rctwlthstanazng the her~1ﬂat.Cﬁ cf this Agreement.
The rarties hereto base their relaticnship under this Agreement cn thiﬂ
crinciples of goodwill and geed fzilh. The -“terpvetat'on and %
. e < : . : - . . s
clicaticn of the previsicns c¢f this Agreement with respect to the
damce with the Vemsni laws that ars

ar
arrzitraticn shall ze in acccr
cutlined in Article 24 ¢ this Ac

ARTICIZ 24

H
o
m
HL
[\]
o]
rl
s B o

GCVERNTYG ITIW
. <3
‘This Agreexment, its xnnexes, znd any medificaticn, will be ceverned and
intTerzreted acccrilng To TYemeni laws excest the law which zaroey
imzznsistent with this Agreezent. £f

The rights, duties, chlicaticns znd lizkilities with respect to thgy
"-NI:-ai and the CCNTIZACTZR, shall be several and not jeint ezl
ccllective, it being understcod that this Ag:seren. shall =net &4
cecnstrued as censtiiuting an asscciztion cr cergeoraticn cr partnershic.
~

The CONTRACTOR companies shall te subject To the lzws of the place wu.*gg

they are inccrperated resgarding tTheir legal status cr creati

ersznizatizn, charter and by-laws, sharehclding and cwnership. .33
b

: : . : . RO &

‘The CCNTRACTCOR ccmuan’es respective slares cf cagital which zre sn:z:e;?ﬂ
neid abrcad shall nct te negctiz:zle in tha ROY and shall nct ke offersc
fcr sublic sukscripticen in ROY. ‘ L3
5

CH»R skall ke 3eintly and =ever¢llj

A1l ccmpanies cemprising the CONTRACLS:
liazle for the perscrmance cf the 3% igaticns cf the CCNTRACTOR uncer.
this Acreexent as tTo the MINISTRY,, & s
7 - i
; . i
-
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This Agreement shall ccnstitute the zutherity for CONTRACTOR to ccnduc
all z2ctivities as are necessary to carry out the Petroleum Operaticn
as ccntemplated by this Agreement.

The CCONTRACTCR cr the Crers
sukzcntractors shall:

S. a2

- &

= LR

ARTICIZ 26 ”
s

LOCAL CONTRACTCRS 2ND LOCALIY VANUFACTTRED MATERIALS

rt
K

ing Ccxmgany, &s the ca2se may be, and

Give rricrity te lccal centrzcicrs and subccntracters including
MOMR's Dependent Units as lcng as their perfcrmance is comparable
o internaticnal stancdards and guality and <the prices of thair
services are nect higher than the prices cf ctier contractcrs ang
subcecntracters Ty more than ten percant (1€%). The CONTR: T:%}

cr the Cperzti:n Cexmrany as arrlicable shall, follcwin

consultaticn with MINISTRY, invite cuglified local ccatrzctsrs Scr
bidding when it zsguests tBids Ior anmy recguired services. .
X
Give rreference to locally manufactured =materials, ecuirment .
machinery and ccnsumables so Icng @s their cuality and tize
delivery are ccxmparzbla to internaticnally zvailzble :aterialsgg
equirzent, machinery and ccnsuzables.  Hcwever, such materials
equirment, =achinery and consumablas zmay ke  imporzed o
cperaticns ccnducted Rereundsr 1f the local price cof such ltenmgy
at the CCNTRACICR's cr the Crerating Ccmpany's cperating bass 14§
the ROY is mcre than ten cexrcsnt (10%) hicher than the price cf3
such  imperted items kefcra2  Custcoms tuties, zuts after
trznszgertaticn and insurance ccosts have teen added. ?ﬁ
' 54

ARTZICLE 27
' 7
2

Assceizted Gas

The 2sscciated CGas zandé Dry Gas prcoduced frem the Agreesnen

are the prcperty cf the SIATE. The CCNIRACTOR cr the Operazi:§§

-+

Company, as applicable, shall deliver the Aissccizted Gas to
point where it is separated Izca the Crude Cil. Any cests

- 1
o

respect to such delivery ts the STATZ, including zut nmct limite
to, any increase in CCNTRACTIR's ccsts as a result cf suchH
delivery, shall ke raid zy =he STATE. If CONTRACTOR cr =zhe

Operating Ccmpany needs part of the separzted Asscciated
and/or Dry Gas Zcr the purrpcse of utilizing it in the Fetrcl
Operaticns cr fcr reinjecticn to rreserve the pressure cof
reservoirs, CONTRACTICR cr the Cprerating Ccxpany must suknit to

MINISTRY a recuest fcr such utilizaticn free of charge togetls
the reguest. Appreval of sucas

with documentaticn to sugzors

request shall nct e withheld £y the MINISTRY without a wvalld,

acceptable reason in acccriznce with good Fetroleum IndustId

practices. Any issocizted Gas that is nct taken by the STATZ cI

that is not utilized in the Fetrcleunm Cperzticns, as afcresaid 3
42

(el
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with geced Fetrsolsum Infuszcry zractices.

%
If the STATZ ceonsiders the zossifility cf entering into any jcoinm
venture with a nen-x0Y zarty fer the =xarketing or sshars

atilizaticn c¢f <he A2Associzted Gas, then the STATZ and
CONTRACTOR shall =est fcr the purgcse of reaching a =utual
agreement on the terzs and cenditicens of establishing a joint

dalm=

venture ccmrany cr cthzsr fcrm cf participaticn for the said jein

venture. Eny such zcgreszment shall e tased cn the fecllcowi
rrincizles.

(1) The ST

(2) Rights and czligaticns shall Ze shared zccording to szackhi
parties garticizating insterest In the jeoint venture. A

(3) The CCNTRACICR siza2ll Iimitiall:

If zn Agreexment is nct
six (58) Menths ZIren ke

i
(B2

CCRTRACTCR 2s 2nless such time is ext
mutual &greste TARIZ shell e Zrze <o

necctizticns casty £or an agreement
marketing eor » utilizatisn ¢f stch aAssociat
Meanwhile, tha | CTIR skzll Zzve the righi, alcre
ancther s=arty, T : new STccesal to the SIATEZ
ferzztizn cf =2 “oint venture with the STRIET.

I othe MINISETEY =

-t

.2
- o
4

ticns under whichrs
discevery. 1

CONTRACZCR &=
discussing whet!
MINISTRY to =u
CCNTRACTOR wil

'
0
P

s
If CONTRACTCR 11 Zfollcwing T, .

declzraticn <= .
shall, if recue =y the 3TATIZ ==

Commercial Gas well In accecdznce with a S
agreed by the STATE znd CINTRRCTCR accerding

s
rprincizles:

then CONTEAC -§
discecvery ci thsk

0
(A

- L - 3
TC8TE ©O0 J¢e Tiutia2il
-

o the fellzwinmoy

(1) Tnless ctherwisa agrzed, the azrraisal precrazm shall ze
stzges with <ze first stzge =eirng a zrelizinary =az#e
e ,/
- Y
2 3 (% // [
. C
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w
(V)

fzzsibility study and sach sifseguent stage reing dependent
ca the successitl cexpleticn cf the frevicus stage. ¢

(2) The =erms <f gsrecductlicn sharing focr CONTRACTCR with
respect to any Develcpament of said disccvery shall nct
be less than the terz=s fecr producticn sharing of Crude

0il as grevicded in this Acreexment.

(3) All ccsts, expenses and expenditures of the zprrais
program shall e r~eccverable £frca the Cest 0il

-

Zywpleratica Expenditures.

(4) The cperatican c¢I such Sevelczzent shall nect
incensistent with the applicazle terms and cenditisns
this Agreszent.

TRACTCR and tha MINISTRY <o nct reach zn agreexment
co this Articie 27.2, the MINISIRY has the righs

sich Ory Gzs Sisccovery &s a sole risk rroject.

£ the COR
with rese

e
to cevelced

-~
0
~

CONFIZINTIATITV

]

Genaral :
IxcessT as specificeally zrevided in this Agrsemenc, the CCNTIRACTCR, th
Crsrating Ceompany and thsir sticosnmtozoteors shzll net at any tize during
the T=r3 ¢ tTais ACT emT oz S a paricd of Scur (4) veass therezfisr.i
usa Szr their zenefit cr discicss To or use Zcr the tenefit cf zny cther
Terscn whatscever, including zut st lizmited to, any ce=mgany, fi::é}
ccopsratien, instituticn er severnmant any infcrmaticn azcguired 5uri:g§
the term cf this 2Acgreszent ey = Ccerzticns
herzunder. Feor the surocosss s - 1 incluce,,.
witheut limitaticn, édztz2, Zesizns, =methczds, I Trocesses,
reszxves and zny cther tschnical, Zimznecizl or trazde inmfeormatien. The
MINISTRY shall ze similariy zcund Zor the term ci this icreexment.

- = e

(2) Tre
neces

(=) The CCINTRACTCR =ay disclcse inicrmeticn tTo cthers:

-

(i o T

czlic

(iiy in ccmnecticn Wi

iii' Lo =ke extent re
acccrdznee with ¢
such Zdiscl

[«
MINISTRY's rights

csommelm -t
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de

Frewvided, zowever, :ny 2isclcosurze under paragrazh (B) (i), er (B) (B
zbcve snall reguire tihe third carty o whlich the disclesure is macde i
agree In writing tTo maintain the saxze ccnfidenviality recuiremens
eolii neé

nctT specificaily authcrized In Article 238.2
e writtsn autihcorizaticn cf the MINISIRY

P P A — ew

Zyem=ticn:
a
This Article 238 shall nct z2zzly tc zny infcomzticn which the cenTncTd
acguired cor zcguires fr-coa any scuzce cther than frcn the gerfcrmancs
e A2IZ or which is ccnsiZered to ze in %

this Agreement cor Izca the STA

puklic dczmain.

&2RTICIE 29 _ m

s-ocoval of th
¢ cest any st

rcrivately ccec

()

"

' .
m b

w2y 2e zvailzkls znd mavy Zs2
Agrseszenc, previcdsd that tha imnz:
their useal reciirsmenits £ stoh ¢z
ths Isocal ilnka:

Radizs, teleghcne an o facilitiss =maintained
CCHRTEACTICR and Cgper:z z2 Zzr lts exclusive use
Surpcses cof its activ s gzsntT, shall ke subject to
Governzental regulzat z availzzle Icr reascnakle
gmesgency use ky tha GCUVIRXNMENT Zzss cof chzrge. Such facilities sk
be so censtrugted =2nd cfsrztsed zs neT To immeriere with gizid
imstallaticns which exist or may wizh tha germisgsizn cf the MINISIRY
estanliszed In ¥IWIWN Zcr pubklic tes or for tiha purpcses cof cefsnce.
Tha CCNTRACICR and the Cperating Ccomzpany snz2ll hazve the Tizht o
withcout paymsnt 2xn2 In 2 szf2 manmnsr, sxisting zcads within YIMNEXW
shall zermit fres gublic use ¢ ths rozds conmstructed a2nd mainszined e

—dela s - :E-«.-‘.b ——- T secaaw -

ig, sxcegt such roads &s the CONTFRASICR cr Zzeratinmg Ccompany may w;ﬁg

th2 consent of the MINISTEY declas-a =o m2 for fts excilusive TrivatTa ts=.

- . N . L. . . k4
Tha CCONTFACTCR and the Cgerating Comgany sihzll have the right o st
existing zurzlic narzours znd airzeorts in YIMIN tpon payment cf the -Scooie
and harzcur dues cor lznding cr cthsr Zess generzlly éarrlicezle in
accsxdéznce with publishsd regulsaticzng, orovidsd that such use is nct s4
extansive o i;Eera:a with the oight o the puzlic to use such zatkhou
gnd zirgexrts./ ; \ ™



\0
(VY

3]

[\¥]

(9]

O

cema —— etp = . < - 2= SUVIENMEINT auz it :
Sizizcz Tz the zpprowal cf the ggpgprosrizcs GCVEZRNMENT guthorities, +=g

CCHNTRACTCR zn2d Cperzting Coxmpany szall fave the use znd cccugpatizsn :@
(o] <

surface rigia: =2 lands and =uildings cwned ty The GOVERNMENT ¥
YIMEN which they mavy rezscnazly = ire fcr their cperaticns under +hic

exuiz
Agrzement suzjecz to zn agreed ugcs rental payment Which shall nct =B
less faverasble =han availazble to any cther internatisnal cempany. Wheil
land, surfzce rights cor bduildings reguired by CONTRACTOR fer its
cpsrzticns under <his Agrsemsnt zxre grivately occuzied cr cwned, iza
furshase, lezse cr clearznce shall ze eifected at ter=s to ke negetiaze !
By CONTRACIZR with the cwher cr cccugler Zut such terz=s shall nct Ze &
suzstantizlly =msre cnercus tO CCNIFACTCR <than theose ncermally cifere:

currently sar gizmilar =rznsazctizms in th2 lccality ccncerned. Rl
GCVIERMENT sial =3 :

S5 P

in
'l
|
%

¥ CINTRACTCR essist in the negcst
. .

Y
ccerrier eand shzll usa the pewer ¢f eninent

)-oe m -
g~k
0.,

with the cwner oT
when necsssary in ccompelling cases.

The CCONTEACTCR z2nd the Cpsrzting Cszganmy shzll zave the right o inc
z ¥oeness sertziming To zny smercency affecting sais
< = in the FetTzzlisum Czsraziicns and such costs 3
1 rzcoverzkle undsr this 2greement zrovidsed cThzatT =
tified of zmy such emerzency &s scen @s gracticail
zva tThe right to inzur znd zey ccosts and expenses I
e rraved wWerk mTss an a=mcunt in excess ci ¢
mudzer Secr sucx itsxm :nd suen nses shall Zze :
recsverazlis under this igrasxment T <hey co nect e
cen cercent {10%) <f the zudget I:r st NIFACICR shall,
Tha zzpreval cf the MINISTRY, nav vise any esrpreved
Frogrzm end 3udcget.
a
ARTICIT 39 i
MISCET-AWEIITUS
incs B
Tha -ezdimzs or titlss T> sach c©f tha Actisles :nd saragraghs o Thip
Agrzsment zra sclely fo- the conmvenlsnce cf the Fzrules Rersto and smail’
ST Ze ussd with resgsct To the Inmtsogreczticn or constructien o othg,
srcovisicns oI this aAgrssnmenc. Hd
a4
InTire rorssosot.
Tnis Agreexzsnt =nd h =T the entizv
AZTrs=ment ketwesn the subject maTIs |
=erzof, sugerssdinz z somunicztict ¥
rerresentatisns, ani creeme
2=s its Amnmewss may = exszcuz
writizn imstrument si
21 items ¢f zrchscleogiczl value Tihzt CCNTRACTIR snccunters ére the sSof
s-czerty o the STATE. CHNTFACTCR  shculd netify the MINISTERD '
re-resentatives ¢©f such Iind =s s:son 2s its snccunters
CHTRACTCR st Taxe 21l nmecsssary; prsciuvtisns oz thed
tha sxecutica ef the Fatoslisum CfErzticnms. CONTEACTICR
tha imgerusstica ia tThis sszcasiLf N

.
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ing hersts t2se Their relaticnehip under Thill
AGreement < gosd will and cood faizk, the Farties nereto agree that i
thcse preovisicas cf this Agreezment where a Party Lereto is reguired :§§

YOCRNA Y

R

. . . . - _
Snsidering <hzt tThe ~z2rTlES

oo
P

cktain the ccnsent, appreval, deterzinaticn, or agreement cf the ctx
Party hereto, cr of the STATE, such censent, apsreval, determinaticn ci¥

acrzement shall not be unreasonabkly withheld.

ARTICXZ =1 i
£

ASSIGNMENT AND RJTECRICSZTICON BY TES MINTSTRY

The MINISTRY reserves the richt to assign part cr the whecle cf it
rights and cbliczticns in this Agreezent to &ny estztlishzent,
ccrperatisn, autherity, cempany cr any degartz=ent that kelengs To it Iix
the RCY during zny period when this igreement is in effect, and ressrvsd?
the right =5 restcre all cf its shts and its ckligztiens zt any 2
it Zesires to o so. Tha MINISIRY Z2s the richt to assicn znd Zezutl
fs- =cre than cme  unis exsccise its rights and sexform it
czligzticns wunfer thi c Throughcus 2il the stagces = thsd
exscuticon cf this Agreemenc.
Anv such =reznsfsr of righis end czliigetizns szall nect be kBinding
CCNTRACTCOR and the Operzting Cexmpany until the MINISTRY has celivezn ™.
T0 CONTRACTZOR znd the Cgerating Ceonzany the desuzment effecting st-éﬁ
trznsier. iy
“

Zhils Agreexmsnt i1s writtsn in ths arzzic zanéd
which shalil have egual lsgal ZScres z2nd effsczt;
GCVIRIMEINT =zt ‘ties In tke RCY, th2 arz:ic
tc in this agreemsnT: znd in =
nisr The arzzic and Inglish o
t2 in ig ifgressmant.
ARTICIT 33 1

SCTIENMINT LFEEOVAL
This Agreesment, signed zy tTha MINISTRY =zni C
2inding uvpen eithsr of <he s, =
Fresidential Decree poyehatenld gra=zx
cemstituticznal srecsdurs vimg
Agreement, ‘including <the f2ll 2z
meIwithstanding any counts SOVIRINEZNT

-
-7



ARTICIZ 24

o

TE2 SIGNATURES

3.1 Certifying the foregoing, the Parties hereby sign this Agreef%.

on the date which appears in the Preamble of this Agreement. *

S |

TEZ MINISTRY OF OIL AXND oy
MINTRATLS RESOURCES ‘ COXTRACTCR

o W

s

1) CLYDE EIXFR0 ple

i
27 : Adel A. Xhcrsheed =Y ¢ Zr Alan Jechn Martin
e “ry
3
TITI= : Deputy Minister TITIZ : Sirsctcr e

(V)]
[}
0
)
“a
:]J
o
4
Yy
rery

2

_-CarsiedD

- ‘e % .
. < - - Q . A/" \/’
= t BN Sl eny- < ! y D a ?,' -

josds

‘ |
2) XNCARSX ZYZR0 YIMEIX a.s
A
L 2Y : Ter 3jermulf Land gﬁ
——
TITL= : Vice Fresident 73
Itz Vi Fresiden T
7, g L
SIGNATURE : W MARRERTRY .
-
3) CRANJZ-XNASSAU YZIMIN Z2.V. i
34 : Fetsr W. H. Heux -
TIZI= t Manzging Cirecter )
-\
- .
SIGNATIRE ¢ LA v A AN AN T
v ——— ~ £
Y : Lzurentits ALF. Mulder
TITI= : isst. Yaraging Sirectsr
q?./,\\- [
- - —— e . k Pard —'o
sZ :\-“.6--\:: . B )
p——

4) ANSAN WIRTS (EASRMMAUT) LIMITED

3Y Zr Sc-maid J.R. sheridZan

TITI=Z : :lrectjf
STIGNATTIE l<;74 ‘L‘
‘ /




ARNEX &

DESCRIPTION OF TEE AGREEMENT AREA
SOFARINE AREA SLOCK 32 - EADRAMAUT
GCVEZRNORATE REPUZLIC OF YEINEN

The agreement rea is beund and ceontained Ly the straicht lirnes
cennec=ing the pcints A threugh J znd clcsing &t A where these W3
peints are cdefined Iy thelr follswing Ce-criinates which form an

integcral part cf this znnex "A" ' : =3

-t

Cemmencing 2t Soinz

SRS

i

ees 20 minutes 0 seconds Nerth

ges 30 ninuzzs 90 seccnds Zast

ol

(#}Y)

zatituds: 15 decgcs gcznds Nerth
Zengiltude 49 degoees 3D minutss {0 seccnds EZast
?;
2

s : .
Tatituds: 17 Zecrees CO0 =isutss €0 secends Neot
Lengituda: 29 decrass (0 =inutss 00 zzcznds Tast

Thsnc2 Tast ts clcoss =T ozZoint "AM o=tk
- b o - o e d - em ey = ~ — - wmr = - - - -
Zztiteds: 17 Zdegr=zes 20 zminctss 00 secends Nerth
—cngittsa: 29 Zsgzess 10 minut=s 20 secenids ZTzst

e —vnom e
- v d o -

iinmss the =

-t o —--i--:s

wee= s mee
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" ZX2LORATICN FZIRICD

TEE INITIAL ZXFLORATION FZRICD.

Zxplcraticn

The Initial =
- beginning frex

- 1.2 Okligaticns cf the CCONTZACTCR:

. The CCNTRACTCR is cbligated curing th
(U.S.s.

=millie:

twenty-~five

T ineludin the executicn =f th
- srocram=es. The ccsts &re estizated ¢
fcr the purzese cof drawing Iz the L

- 2.2.1 Geczhysiczl

) 2. Acguisizicn cf 1000 xz £ new
data:

Tirst =

Sececnd

D. Frocessing ¢f 12C0 Mm I new
dzta:

2.2.2 zIke IZrilling Frocgramms:
a. Meki o, 8rilling z2nd ew

a8

Feriod, to uncerteke the expenditure c:
25,0C0,500)
: fcllewin

Tanited S

]

(W]

o
[N

as

Feriod Is thirty (30) Months
the Effective Cate of this Agreement.

Znitial Expleration

es Deollzrs
a @minimum,
Zxplecraticen

4.23
2.23

(“.& = 2‘-§

B s

£
‘b

AN




"If “he CCNTIACTCR enters the Seccnd Ixpl

In the event CONTRACTCR elects to enter the Sececnd
IZxpleratica Feriod, suck peried =hall last thirty (30)
Mcnths ccoczzencing at the end of the Initial Explcraticn

Feriod.

The CCNTRACTCR's cbligaticn

ratien Pericd,

the CONTRACTCR will during such Feriod :te obligated to

the minizux exrenditure cf‘Unltea States Dollars nineteen
usand (U.S.$ 19,500,000)

=illicn z2nd five huncdred the
including the executicn o the Zcllcwing =Ixpleratica

Trogreizte:

a. acc:;s;“' n, precessing and Intergretaticn

kn ¢f new seigmic Zaza.

b. Triliing and evaluatizn cf fhree (2) w
) 4

X
B

S

wos

raioan

ot



2.3

12.3

t9

1=
(]}

(B
[ \§)
J

b1
CCNTFACTOR, +he Cperating Cexzpany zand their subcentracters shall have
the right +to export free of Custczs Duties and related taxes ar

material, equipments and goods which were impecrted to ROY fer +&i7
purzcse of the Petroleunm Cperaticns irrespective if they were exempt ol
net frecm Customs Duties znd related taxes acccrding to this Agreement

prcvided CONTRACTOR or the Operating Ccxzgany notifies the MINISTIRY jﬁ
such exportaticn. i3

There shall ke no license regquired, and CCHNTRACTCR and MINISTRY an
their respective custecmers shall e exexpt Zrem any duty, tax, fee ci}
any cther financial izmpost in rescect of the expert cf Petroleun unce¥
this agreezment. Subject to any ckligaticn under this Agreement to sel.
ezzcleum to the STATE, the CONTRACTICR shall have the right to '*ee’?}
(except Zfcr thecse fees and charges which are normally paid to <t}
GCVERNMENT feor actual services rende*ed Ey the GOVIFNMENT) expcrs:

seil the Cest 0il and its share c¢f Frsductizn Sharing 0il.

Th2 CCNTRACTOR, the Operszting Coxzany and their sukcontrzectcrs snalild
hewve the right after recaiving agzrevel f-om the MINISIRY to sell any
m2zsrials cr eguicment or geods wWhich wers dazmaged cr :sed, and ther==%
beczze ncn-serviceable, zand which ke C»:::R.P-.C...R ¢r <the. Cperzz
CC::any cr their Afrllza ed Cecxmpaniss rescectively class;;y as scrap

junk, in the ROY withcut zaying Customs Zuties and related taxes.
New materials, ecuipment znd coods, or uss< Zut ssrvicezble material
ezcizment znd geeds, T surzius T©o tihe Fetreleun Cperaticns und
this Agree=ent day be scld cutsida tha RCY aftsr the MINISIRY's ar ::CJ
£cllewing expertzticn cr may te sel ithin the 0¥ zrevided th e
any sale in the ROY <the gpurchassr shall cay the :tpl cakle Cushc
Duzies, taxes cr izposts, if any, excert if sold %o MINISTRY or ona ¢
:ts Dependent Units er, with MINISIRY's ;;—~val to cther cc::a ies
nicying substantially thes same custcons sxemzticn as CONTRACT

i
]
m
a}
m

with MINISTRY

ﬂ&\—m-#

A

Tn The event of such sala:s

“nder 5 er 12.5 zbove, the preccesis’
£-== such sales shall ze2 Zivicde 1 x

lC"l ng manner: ;

CHNTRACTCR shall ke erntitled to reizmkurssment of its n-eccvered cec
if zny, in such zacerial cr eguipmssnt, a2nd the excess, if any, shal
vaid to MINISTRY. CCNTZRACICR's unrececversd ceocsts sual'I be reduce
t2e zncunt Sf such reimzursement £zii to CCONTRACTCR.

- —

Ter the zurpese of implexenting this articie, the Custcxms Cuties in
all <the impcsts and taxes (excezt these fees and chargses which

ncrmally zaid to the GCUVIENMENT Zoro -actual services rendered =y

GCUIRNMENT) levied for "‘:-r*lug {or expcrting, if zzplicable) the =a;;‘

matsrials, equirment and gcods.

Tne CONTEACICR, the 4p s2ting Czozgarny, and their sub-centracters are |
exexpt freom the need to chtain imgert znd exzert permits for equipment.'”
u“lﬁe*j, and gcods ecuired ::: thelir zcti 1t1es and they will =ce

<iv
exe:;: £rea paying concessicn rovalties to all Yexmeni cerporaticns <=
ccxranies.. o

;?; V&:_ ﬁ(\vﬁ'
b

\ 30

fo
\ 4
) \
-~ <

'1

(1]



12.9 (1) Zvery <foreign emplcyee of <he CCHNTRACTOR or its Affilizt
Companies or its subcontractors are permitted to import <frezi
abroad, exenpt from Customs Duties, a reasonable gquantity of
household goods, personal belongings, and a car to be used only ‘crg
his personal and ;amlly use. Whatever an employee imports may nc.s
be sold in the ROY except and after Custcms Duties and related

taxes are prcoerly paid.

(2) In order to izplexment the abcve paragrarh (1) cf this Article, they
understanding of the custcms fses stated in Articles 12.4 and 12.53

of this Agreerment must ke zpzlisd as well. n
o

The CONTRACIOR, the Operzting Company and their subccntra::—rc
shall be exempt freom fereign exchange centrols in the RQOY, with

12.290

respect to their ac:1v1t1es under this Agreement.

in 01
'n
4 ]
MY
0
[2Y
9
bo
n.
(1)
b
r
s by
’.a
n
b

12.10 (1) CONTEACTCR and its
necessary fcr its Fet
rti

< ~:gTrEeEnen
s , in freely ccnve ¥ £rem ebrcad. CONTRACTOR and 3
— ncn-ROY sukbcentractcers shal
whenever recuired, and the ccnvers
banks acceording to the cofficia
rate cfficialiy rrevailing in the ROY,
leagt zs ZIZ=zveralk b a2
internaticnal petr
YZMEN. CONTRACZCR &an

e right to buy Yemeni curzenéy®
icn sha ll be made at Veﬂeﬂ‘

ich rzte shall te ﬁ
izhle <to any gTher

Y

S -y smwm e -’-q'—g s-y'-.i‘]ar ace vo-v byt

-
=2

o

- -

P S s aee -n—..v Woowsmin s

d its RGY and ncn-ROY subcentractors snalli}

have the right o =axe Fayments directly akrcad in £fecreign
currencies fer gcods and services cbtained abroad for its
operations in RCY undexr this Agreement and to charge such navmen::’?
in acccrda ice with the srovisicns cf this Agreement without havingii
first to transfer to 3CY the Zunds for such cayments. OWTR}CTCI

shall have the richt tc maintain abrcad cne (l) or moreg

cenvertible currency acccunts in internaticnal credit instl‘:t;crs?
of its selecticn. CCNTREACTZIR shall have rsigat

tic to pay &akreoa

principal ané interest ¢n Zerrcocwings to finance any cf
Petrcleunm Cperaticns withcout Zzaving first to transier to RCY 3
funds for such rayments. ~ i
- L

d States Dollars an
cccunt Ln the ROY i

=

ﬁw

s mm e - -

£2.20 (2) CONTRACTCR shall have the rizht to hgolid T
other ;reely cenverzizlie currency in 2 ka
v - b o

a bank acccunt of that Xind is zade =z
petrcleun ccmpany Zcr 2ny setroleun

12.10 (3) Subject to article 17.1. belcw CCNTFACTCR sihall have the right
= werking in YEMEN in <foreil

pay its expatriate emplcysss we
currencies outside ef YEMEN. Such emplcyees shall only
Zcreign exchange as required

,pa- o~

required £c¢ rring into YEMEN such Zcrs
meet their perscnal living and other expenses in ‘:ZEZ*'L..N.:/,7
Z i

FEy=

i) l)'~ﬂ o

da™

)
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CONTRACTOR shall have the right to receive and retain abrcad z-.i
freely use all funds received by it abrocad, including, withcsucs
limitation, any sales proceeds frca an authorized assignment =%
its interests in this Agreement, the proceeds frem the sales

its share of Petrocleum exported, and proceeds received

CONTRACTCR frca any sale cf ecuigment, materials and goc
permitted as descriked in Article 12.5,12.6 and 12.7. ' _
MINISTRY or GOVIRNMENT, cr =their designated curchasers in =XC

shall pay CCNTRACTCR abkrcad in United States Dollars Zfcr =
Setrcleunm purchased frca CCHNTRACTCR, including Petroleunm that i
requisitioned by the GOVZXNMINT fursuant to Article 19 bkelcw. Tk
term "abrcadV, as used in tThis Agreezent, means cutside the R0Y.

Lty 0
jinegl

e

| T

e

2
3
4

AP

The CONTRACTOR, Cprerating Ccx=pany and their sukcentracters shaﬁ?
pay Yemeni Cecntractcrs and suppliers ¢f zaterials manufactured i :
the ROY in Yemeni currency. The Yexmeni iz=pcrters of equigment,
machines, and ccnsumazkle gcsods, which may ke cktained acceriin.
to provisicn of Article 12.23(1) cf this Agreexzent sheuld ke zai
by fcreign currency Sc- the nesd cf services and prscuremenz.

subcentracters <©f the CCNTREACTCR and the Cperating Ceozpany, &
well as their resident Zcraign staif, shall have zccess to T .
duty <ree shers in the ROY.

P ) - . |
CCNTRACTOR and the Cperzting Cszpany and fcreign ceatracters & |
i

ACCOTUNTING SOCXS: 2ZCCISUNTING 2ND FAVYMTNTS

The CCNTRACTOR and the Crerzting Ccmzany as apzlicable shall each

maintain at tkeir rusiness csifices in the XCY bocks of zcccunt
in acccriance with the Acccunting Frocsdure in Annex "F" of thi
Agreszment and acécriing <o the accerted zcccunting csracticss’
generally used in the Petroleun Industry. They =must keep such
other bocks and reccrds as navy te necesszry to shecw the wer
perfcrmance under this Agrss
ef all Petroieun gzrcdéuc
Operating Ccx=gany shall
reccrds in United
currsncy ci this
purpcses, and in ¥
Cempany shall Zfurnish <o <the MINISTREY c<r its representactl.
Monthly returns shewing the zmount cf Fetrocleum rroduced &anj;
saved. Such retucs shall Te zrepared in the Zcrm reguired -y Ths
MIRISTRY cr its rspresentative znd shzll be signed by the Generz .
r General Manager cr a duly designacs

=snt, ingluding <he amcunts angd vala
d z2nd saved The CCNTRACTOR and =tizs
s = cck sunt and acccuntis~
t wni =e the ccntrzllis
grssmant S z22sT reccvery, taxes and cTiRoan
meni currsncy Zcr infcrmzticn. The Cperat!. :

e am wea

O A
g
0
;2 H
0
)
{ 1= O

:l
0n
.

Manacer cr by the Deputy Gener .
deputy, and celiversd to tha MINISTRY cr its representative withl..-
thirty (20) days =zfter <the end o the Menth that covers <ois

return.

The afcresaid =ccks g zn2 other =-ocks &and rseccrzs=
referrzd to azbcve, shall ke =zvailzkla at all reasonzble tizes I~

inspecticn oy culy zutherized -srresentatives cf the MINISTRY.
s
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L
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ARTICIZ 24 "
- bo

RECCRDS, REDPORTS AND TNSFECTION .

The CCNTRACTCR and the Cperating Cempany as applicable shal
accurately prepare and keep at all tipes, while this Agreement

in force, the current reccrds of their respective operaticns in

the Agreement Area, acccerding to this Agreement. n
The CCHTRACTCR ,' : @ Cgerating Cempany as arplicaple shalis
furnisn the ..I’\II IRY cr its representative, in confcrmity with

:s the MINISTRY cr its representatl-f}

applicable regulzt ;c:ﬁs cr
may Teasonatly *equlre,

respective cperaticns unde
will perform t)‘.e functicns

aticn and data conceraing theilj
greement. The Cuerat-“g'Cc::::x

—ed in this Article 14 3%

3
h
0
i

"
-
ut

e

)
-
e

b
"

o8
aic

I‘

|4.

9
accoréance with its resgective rcle as specified. in  thid;
Agreenent. -
The CCNTRACTCR znd the Crerzting Ccmzany shall save and kee:

a reascnaple geriod ci ctize a :e;:ssentat ve porticn ci
sample of ccres and cuttings tzken Zrem é--ll;rg wells,
dispecsed cf, or fcocrwarcded tc the MINISTRY cr its represent
in the manner directed By tha MINISTEY. All such sa-.x:ﬂ es-:e
by the CONTRACTCR and/cr the Cperating Ccx=pany Zcr the Fet

Operaticns eha1 e ccrnsidered availible fcr -..scec:;cn

reascnable tizm Ty the MINISTEY ©or its rerresentatives.

ed =5 =y the MINISTRY, in cases cf exgorzini
: ~ples ec:'""=lent in sizes
izn, e celivered to MINISTEY::

Unless ctherwise
any rcck sa:-.n-e.s
cguality shail, zeicre

l! W
.;?I.n

At 2=ble Yo~ las]

They can cnli:

mer+tis

Original rs=ccrds zre prorertiss of The GOUVIENNMENT.

be exgerted with tha ;er:;ss:"-. of tHe MINISTRY crcvided, ncne\'e:ﬂg
that nagnetic tapes and cthsr dacz which must be precessad :”
analyzed outside the J\CY =may =e expcrted iFf a =mcnitcr ==
ccmparable reccxd, if availzile, 1s maintairned in the ROY =g
provided that stch exzorts shall =e regatrizted %o the ?\:?‘E

.
o)
=

- - - e - S - - T e

pro=ctly after sSroccoessing or znaivsis

During the erl the CCNTFACTCR gperdcrms the Zxplcoraitilicns
operations, e :.I:" "“"'s 2uly zutkcrized rerresentatives o
emplovees shall mave the =ight to £2l1l and ccmplete access to i =
Agreerment Area at all rsascnable tizss with the right to ocse:"
the cperaticnas :e;:‘.g ccnductad and tc insgect 2ll assets, rsceor

CCHRTRACTOR shall nct

respcnsible for any liakiiizy :-.g frca the injury =o
death ¢cf cr damage To the zroserty $F any sucl': ecresentatives
emplcyees, unless caused kv “ef'l cence cr willful misce: ucT
CONTRACTOR. The CC‘\’TF.?-C':QR shall prcvide the MINIQ"'RY with ccp

of any and all éata (incliuding, but nct limited to) geolog:.cal

and data kept Iy the CCHIRICICR.
iiZy resulc

geophysical re;: ts, legs :nd well surveyvs, infermatien
interzretation cf such éatz, znd cther. informaticon in CONTRACTCZR 'i:
possessicn.

For the purcose ¢ cttaining new cifsrs, the MINISTRY nmay shcow an ;
other party unintercreced zasic gecrchysical and geolegical dzz¥
(such data to be not less than tTwd (2) years old unless <ns
CONTRACTOR agrees tTo a shcrter perizsd, which agreement shal .-::7"?

ai:

be urnreasonably withiheld)_ with ressect to the Agreement nre

e
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ARTICI= 1S

AESPONSISTILITY FTOR DAMAGES

(N

The CONTEACTOR and the Operating Conmpany shall entirely and solely
frsnt of +the law toward third :artles for any danace

:espcns--le in £rs .
CCNTRACT: 's as well as the Operating Cc=m any s operations and =zha
demniZy the MINISTRY against all damages for which they may be held lizb

J 1= 9 103
[XPAP W
.—\a:j .

n Mmoo
[

carties cn accsunt of any such cperaticns unless such cpera

o third
re orédered by the MINISTRY cr in ccanecticn with the MINISTRY's cperz

néer Arzicle 2.5 hereof.

rhop-

.
1)
.
PRI,
't_‘ax«;

<

e

- -
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ARTICI=Z 16

i

PRIVITIEGES CP THE GOVERNMENT REZRTSENTATIVES

23

Suly authcrized representztiives c¢f the GCOVERNMEINT shall have access T <
Agreeme“: Area and t©¢ the crerzticns cenducted therecn. e"cn rec-eee“:::;va_
may exa=ine <the kccks, registsrs and reccrds oI the CONTRACTCR and ths
Crerzting Ccxpany and make a —“eascnable number ¢ su :xe"s, _rawincs and Ter
__"cr the zurpese cf enforcing this Agreement. They shall fcr this nu*::sf

se entitled to make reascnable use of the macn;:ery and instrunents cf . -
SNTRACTZR cr the Cperacing Cexrzany <n the cecnditicn that no dancer

el o e
izredizment to the creraticns hereunder sha11 grise directly or indircsc:

- - g

Sreom such use. Such representative shall be given reasonable assistznce
mzicyees cof the CONTFARCICR cr the Oneratbﬂg Cempany so <

the agents and exzi

nene cf zhe activities shall endanger cr hinder the safety cr the sfficzie: :
¢ the creraticns. The CCNTFACTCR or the Cperzzing Ccm~any su_l1 cfler s;ci}
rspresentatives all privilecss and -ac:ll-*as gccecrded to its own exmpicyees
in the Zield and shall previde them, free cf chazrge, the Lse of reascnatle,
cffice srace of adeguately Ifurnished hc =sing while they are in the field fo:
the purtcse cf -ac1-i-a:;:g <he ckjective ef their zssicnments. CONTEACTCRA
snall net ke respcnsible fer any lizkility resuliting fzcm the indury =Tm cr
death ¢ cr damace to the zreczerty cf any such re-resentaztives cr ex:;:'ecsj}
unlsss caused by the negiigence cr wiliZul misceonduct of CONTRACICR. i
ARTICLZ 17 e
t i 4

It is tke desire cf the MINISTRY and the CCNTRACTCR *that cperzticnis
nersunder be ccnductad in a kusiness-like znd ef cient manner: -
3

17.1 A minizum of twenivy-three (23%) percent cf the cecmbined saliari
and wages (excl""lﬁg The leave pay and ncn recurring konuses)
each cf the resicdent expatrizte ccmln-strat‘ve, professicnal &
techknical rerscnnel empleoyed Ly the CONTRACTOR and iz
subcentractsrs or Operating Ccmpany that are resident in Yems:
shall ke paid Mcnthly in Yemeni cucrency.. _ _
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CATZ
Minigeoyy cf Cil and Yinmeral =

heluiled y B

Re: Cur Irrsvecziie Leatisr cof Crediz No.
Gsnzliszen:
Sy zriar of cur ciisnz, (Nazms of Comzany)
(Rerzinafter refer-szs To as tha "CIHNTZACICIR'), we nsrsby asta:zlish
this i-revcczile LztTzer = Crz4if Ne. in yeur Jawver Zcoo
t&s zzcunt of USS gffzctive on {("ths
SE£izztive Taza") and sxsiring at the serllisr oI such time zs Th
tcszl recducticn under szracgrzzh 2 Ta2licw eguzls the amount cf this
Tettzr ¢f Cradit cr six (6) =ecnths z2fter <he end of ke Initial
Ixplcraticn Fericid uniexr the Freducticon Shzring Acreement (FSA)
cazcsd Ty znd Tetween your MINISTRY &nd CONTFRACTCR.

[
.
g
<
n
1.

-

3
ty
(E

o |
|4
&
“

Tunds under this sttsr of Credii zr2 azvailzzle to yeu for
thizty (30) Menchs aftsr the Ziffsctiva Tzte (the end cf the
Initial Zxclcraztico Ferizi) plives six (5) mconths, 3s efecresals,
againmst yeur sizht 2rzft Srzwn za us, s descrizsed in tha fomm
of Zxhikit I azuzTzchs=d ferste.

The amcunt availzblse hereundsr shzll s reducsd zusomatically
3y eaech zmount stated In veur signed motices, zs descrited in
<he fcrm c©f Ixnizic IZ ettsched zers:te.

Tkhe znmcunt availskla rersunder shall, in the zlt

reduced autcmatically uzcn receipt v us ef a

CCNTZACTCR avzaching a cezy 22 zn imgtructian

reducsicn in cthe ferm ¢l Zxkhiziz II (the "recguszs

zmeuntT cf tha reducticn stated thersin znd cerc

5
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(ii) the MINISTRY did net ckject to the request within sixty

i |

(60) <cays after such delivery and instructing us %o
effact the rsducticn stated in said regquest.

This Letter of Cradit will ke valid until tke earlier of :

oo, | o |

o a. Six (6) menmtihs after the end of the Initial Expleraticn
— fericd zs descrized in the Producticn Sharing Agreenent.
. . - - - o s
- b. The cdate when the tetal az=cunt cf the Letter of Credit 5
has keen érzwn cr reduced &s set cut In 1. and 2. zbeve.
we herery engzge with you that all drafts drawn by you in 3

o acecriznce with =%

2 jith the terms cf this Letter of Cradit will xe
us within ten (10) Zays of ceceiving veur

duly hencred Zv

nctice.
This ILetfer =f Crzdit is sttiect ©3 tze Tnifl
'\ Sractices fcr Docuzentary  Credits (1¢
Internatiznal Chzzmker cof Cemmerce Puklicatic
Weme cf Issuing 3z2nk)
2y Sigmztire
Title Dats

)
[

|
-
v kil
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Iztzzr 2% Cr=z2iT No.

= pbe acdvised =zhztT we are IZerezy Zrzwing Iinidsr the &azzov

=nced Letter cf Crsdit and thac:

. (Mzze ¢ Cczmzany) (the '"COWIFACICIARM) Zas nct ccmzleted
its czligzticns under tThe Freductizn Sharing igreement,
catsd , ZSetTwean MINISTEY 27 ZIL & MINZEXLL
XESCTRCIS ("MoXE") and tha CINTFRCTCIR, [The "PEAM) wit:z
sesrtect to the =minmizmum work chlizeticnms tz <the cliean ur
e werk sites in reilncuisiied zrszs zaccoriing To cgezd
Tetrcleun Industry sraczices Zcxr the (Initial/Seccnd)
Exzlerztion Fericd cf the 263 within the zesriod ef thirty
(30) Yeonths spscified therein znd we are sntitlszd Lo drmzw
under tha sttsr o Crsdlit.

2. we certify thzt in rssgest o the czfligazticns ncT
rericrzed, the zmcunt Srzwn ondsr tha lstisr cof Crscics
is the sunm agrssd Zetwasn Us ani CCNTEACTZIR 2Ia tThe FSa
&s ccrzesgconding to the costs cf such werk as sreovided
in the Minizex Werkx Ckiigztizn znmd Minizum Ewrpendizura
Cklizatizn undszr the FS: fcr The  (Initial/Seccni)
EZxzlerasicn Ferizs.

3. MCXR nas nmztifiszd tha CONTFACTIR 2t lszst two weeks
Zefcre tha Zzte fsxscf f The woIDk thzt hnes nct zsen
rericrmed &and tTha CCNTFACTICR =z sizssgusntly =ncT
serfsrmsd stch WoTE. A SIFy © the writtesn nctice ts the
CCNTFACTIR is atTTzchsd nscsteo.

L. This érzwing iIs ia %ha2 =zzmztunt o U.8.Z:zlilzrs fULELE.
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3.2

A Joint Venture Ccxpany (hereis refe
£ifsy s=rce

ed ¢o as the "Cgerating
Scmpany") that Is cwned f£ifty = ({

$0%) =y the MOMR and

s =ereky estzklishe
<

)
i
i
(Y]
0
(A
0
Py

£ifty zercent (30%) =y the CINTF:R is = y, .

The Cperating Cempany will Rhave <the natiznmality £ the

FESUSLIC CF YIMIN. Tha MINISTIE will zermit its fermatizo.

The Cgerating Cexzgany will conduct its zctivities by the
Ter.

crcvisiens of the igresezent, and this Char

~he Cceratlng Ccmgzny =hall ccI: hbrireto}
. - - X - = e - - - - - - . - - -
chirtieth (20%th) cday afizsr thie Zz2ta ¢ a Ccxmsrcial Zisceovery
= : - = 4 - S - —— - b = & S - P .“w -
=% 0il zs defined in airzicla 3 ¢l tZe Agrsemsnt (cnlsss MOMR
- hrm - o ——.—— - oo m
znd tha CCNTIFACTCR agrea cthsr-ise).
ARTICI= 2
- - - .= R e ———— = e - " - cemmeam T V. - - -
“he =nzme cf tha CTgsrazcing Company shall Ze Sutuszily agrsss
. - mame = b b Sdralieddeed 4 - - - - - —_—— handenl -— - ~— - - -
<DCn Zetween tThe MINISTEY znd the CCNTFACIIR ricz tTo zthe
gffzctive date ¢ tiis Charssr.
2RTICIE 3
ZTXDCUARTIR CF TET CCoMIaANY
e Xezdcuarters ¢ The CperzTing Ceoxpany shz2il Ze in
- - - = -l - S m = - e -  m——— e -_— - ae b4 - .- - B
in the =07 znd <nie Cgerating Jompany mey nave Iranchss Lo
- o e ml WA o D - = em % = e PIVY T e omemoe
STler Zcilies ¢ ACY 32ITer Thia zzIroval oI The MINZIETEET.

The ctiect o the Cgerzting Comgany is to zectT =s the zgency
<hrecush which MCMR znd the CTNTRACTCR carxry cut and cendue:s
whe =Sxplcraticn and Tevelspzmant cperatisns recuired in
zccerdznce with the sococvisicns = the Agrsemant (hereinafter
zeferzad €2 zs tha "igrzsment") sicned cn the fay c?f
189 =y and fetween tha MINISTEY and the CCNTEN.TIR covering
Fetrclisunm Coerzticns in the 3Agresmsnt Area Zescrifed in
innexes A and 34crf The Acreemant (Zlcck 22 Hewarime Hadrzmaus
Geverncrate)., \

e |

G
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Aagreexent.

=

v

4.2 The Cpgerating Cczmpany skhall ccnduct the Zxzleraticn and

Develcrment cperaticms pursuant to Work Frograms and 3Sudgets

appreved in accecrdance with the Agreexent.

Lok

The Operating Ccx=gany shall keep acczunt of all cests,

expenses and exrenditures fer such operaticns under the terms
of the Agreenent and annex "F" thereto. !
b

4.3 The Cperzting Cczmgany shall nct engege in any kusiness cr
undertake any activity Zeycad the rserfcrmance c¢f said *3
cceraticns gerfcrmed for the MCMR and the CONTFACTCR under the o
Agreexment, unless ctherwise agreed uzen Zy MOMR and the o

CCNTRACTOR.

s

3
4.4 The Operating Ccxmpany and either the CCNTFRACTOR cr tlhe i
MINISTRY, or bcth, mazy acree axchg themselves cencerning
-necessary cr desirzatlas srocecures for cocnducting the Fetrcleun L
Creraticns. i
- = ad
4.3 When ccnéucting tha Fetzsle =s uncer tha Agresment,
the Ogerating Ccxseany shall ; ivileges and exexmgticrs .. F
“and shall zbide Ly the regula:i arnd recuiresents previded 7
-under the Zgresexent.
ARTICLE 5 i
k¥ |
TINANCING
1
5.2 <The Crerzting Coczrany shall nct have either zrcfiis cor lesses. )j
Ccsts, exrensas and expenditures incurrsd znd zaid ky the
Operating Ccxpany to carry cut znd ccnduct all its Zxplecraticen oy
and Pevelcrment creraticns shall be financed ky CCNTRACTCR :
(or, with rescect to 2 scle risx creject cf MCMR, Ty the MOME ¥
and reccvered Ly CONTFRCICR cr MCMR &s the case may ze fren
the Ccst 0il zccecrding to the amnual kudzet srarpared =y the 3
Cperating Ccxmpany &and apsreved v the Zcard ¢f Directers and ;}
L 2 Xcrx =c .

ratified by the MINISTEZIR in acccooiance with the Acreement 2
2rticla 9 c¢f thisg Chzrier.

)
9

IONCTICN CT TXS CFIRATING CCME2NY
6.. The Crperzting Cexmgany shall nmct cwn any rizghit, title, inmteresc .
or estate 1n cr under the Agreenent cor zny Cevelcrment iresa &
fthe? cleum rrocducticn fre:x 2d
e

created thereunder cr in any cf

any Develcsment Area thereunder cor

equiczent cor cther crcperty citained cr used in cecnnectien

therewith, znd shall nct ke ckliceted as a rrincizal fer the

financing cr cerfcrmance cf zny of the duties cr chbligaticns

of either MCMR or the CCNTRACTCR under the Acgreement, and will
onld

be functicning &s zn Cgerater only. 0
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cperating Cex 1 ..,.al1 cecide, take actica cr “ake a prcpcsal
and the 11ke, it is understocd that such decisicn or judgzment

is the resulb-c: the cdecisicn cr judgement cf the MINISTRY

and/or CCNTRACTCR, as Tay ke reguired ky the Agreement.

ARTICIE 7
OMP2ANY MANAGEZIMENT

The Operating Ccxpany shall have a Scard c¢f Directers
censisting cf eight (8) =members, feur (4) cf whecm shall te
designated by the MINISTIRY and the ct;er fcur (4) ky the
CONTRACTCR . The Chairman shall te desicnated ky the MINISTRY
and shall also be a Managing Directcr. The CONTRACTOR shall
designate the General Manager who shall also te a Managing

Directcr.
ARTICIZE 8

YETmeya

SCARXD COF DTIRECTCIS MEITING

¥eetings of the 3card of Directcrs shall e valid if a
majerity of the Directers are gresent z2nd any decisicn taken
at such meetings must have the affirmaztive vcte cf five (5)
cr mcre cf the Tiracticrsy :r:"*ﬂea, ncwaver, thnzt any Directer

nd exercised

- (ad

say te recresented znd vete Iy zrexy zgiven o ar
Zy ancther Directeor.

211 reascnzktle costs &nd exgenses cf th2 mernkers cf tha 3card
of Directecrs in zerfzrming their cdutizs zs =srmkers cf <zhe
Soard cf Directcrs shall fe zaid Ly CCHTIRACTICR and reccvered
as G-eratzng Sxpenses. XNo

fee cr other ccn:e:satlcﬁ shall ke
zaid %o the =exters cf the Scard cf Cirectcrs fcr th
perfcrzmarnce of their duties as menters c¢f the 3card cf
Directers.

ARTICIS

hall ke rztifisd =v the MINISTEIR

3card ¢f Diresctzrs decisicns sk
cr his :e;:resertative within cne Menth <frzm the dzte cf

In case ¢f no reply from the MINISTIEIR
cisicn becches

4 M
Loy

! —

- W*

-
cr his rep IESEMtath e éuring that gericd, the
valid and censicered ratified autcmatically
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10.

1.

)
D

13.

’.l

IMPTOVYMENT

The Operating Cczpany shall employ zersonnel with fereicn
naticnalities to carry cut the Fetrcleun Operations in cases
where there is a need for specialized technical personnel
which can not be found among the Yemeni personnel. The
Operating Ccmpany shall, upcn its establishment, set a
schedule for specialized training of Yemeni perscnnel fcr
replacing fcreign perscnrel. Such schecule shall ke
submitted to the 3card of Directers to be decided upen and
then suknmitted to the MINISTEIR fcr his apprcval.

A1l Yexmeni perscnnel enpleyed =y the Cserating Cczrany shall
e paid salzries, wages, benefits, and allcwances ccrzarzakble
to the ccxpensation paid to cther Yexeni persconel working in
the Petroleum Ogeraticns in Yezen who zave ccxmzararle skill,
.educaticn, and experience and who are cercrming services with
ccmparable duties and respensililities, r stbject to the

c
.“Yenmeni lakcr 1legisleticn &azglicazle to <the Fetrcleuxm

1

[

S
- e o
<EX.

ceraticns which ever is ket

LOCAL CCXNTR2CTCRS 2ND TOCALTY MANUFRCTURID MATIRTITLS

n all czses, the Cgerzting Ccmpeny shall give rricricy =
ccal ccntracters and to leocally manufactured mzterizls unce
h
-

e terms of 2rticle 28 of the creexenc.

cr 1=y

The Cperating Ccmpeny shall cthtain the rorocer insurance
acainst lcsses and damzges which may e czused ty explcsicns,
gs well &s other types cf ifisturznce &s they tsccnme necsssary
and approcved Ty the Zcard cf Tirscters.

RECUTXTICNS

The Bcard of Tirecters shall arzrcve the regulaticns ccvering
the terms and cecnditicns cf exglcyment of the perscnnel cf the
Operating Cecmpany emplcyved directly ky the Orerating Cecmpany
and not assigned thereto &y MCMR or the CCNTRACTICR.
The Board shall, in dtue ccurse, draw up the Iy-Laws of the
Operating Coxmgpany and such 3y-Iaws shall e effective upen
»eing &prreved irnpaccerdznce with the orovisicns of Articles
3 and 9 hLereof. ‘ :

| -

i WM

I U N4

e

|

[ d



DCRATICN OF TEEZ COMP2ANY

14.2 The duration cf the Cperating Company shall e limited to a
period equal to the duration of the Agreement including any

renewal thereof.

14.2 Neither CONTRACTOR ncr the MINISTRY shall assigﬁ, sell, cr
ctherwise transfer its interest in the 0perat-“g Ccmpany to
a party not a party to the agreerment except in connection with
an assignment of an interest in the Agreemernt in accecrdance
with the grecvisicns cf the Agreezent.

ARTICIZ 15

TESMINATION OF TZE COMEANY

[
wm

.2 The Cperating Ccxmpany will ze terminatsd when the Agreement
is terminated Zcr any reascn as zrevicded fcr therein.

1.2 The MINISTRY and CCNTRACTCR shall have the :i;h by =mutual
agreement to modify the terms ¢f this Chart grovided that

such modificaticn will nct ke in cenflict wl.h the provisicns
cf tkhe Agreezment.

MINISTRY OF OIL AND
MINZRAL RESOTRCES CCNTRACTCR

Y : 3Y :
TIT.= : fITLE :
LTz : j CATE :
SIZVATURE @ SIGHRATURE :

/% 14 | | |
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CERTIFTICATICN OF TEE COMPANY NAME

The name of the Operating Ccmpany acreed upon by the MINISTRY
CCNTZACTOR is:~-

m
o}
jo )

MINISTRY CF OIL 2ND

MINZRAL RESOURCES . CONTRACTOR
3Y : 37 :
TITI® : TITI=E :
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INNTX T

ACCOUNTING TROCEDURE

ARTICIE 2 i
CINTRAL TRCYISIONS -
(1) Zefiniticn.
The definiticns ceontazined in Article 1 cf the rFroducticn
Sharing 2creezent shall &zzly To this icccunting Frecedure and
have tie same x=eanings.
Ry
1.1 Purpcse of the cccunsizng Frecsdurs
1.1 The purzcse c this 3cecunting Frocsdure is to estaklish .
- nethods &nd =mulss c¢f eacccunting fer @tk Setrcleun :

Coeraticns umZer this agrssnernt.

- -

.2 Zny procecures esteilishs=d Rerein xmay e =modified :y
mutual acreexment cf Zcoth Fartles hereto suziect to future
grrazngement.

.2.3 No charce shall s mzde cxr acccuntsd for the Fetrcleus :
Cseraticns unlsss 1t is relatsd to the Fetrcleunm :
Ccerzaticns ccoversd Ty tTha Agresment.

-3

1.2 Stztesent ¢f ITywoemZfiture .

1.2.1 The CCNTREACTCR shell, curstant to article 13 cof this
Agreezent, to which this Annex is a part cf and keicre
ferzming tThe Cgerating Czmzany acccrding to Article 6 cf a
this Acreexent renfer TS the MINISTRY within thirty (320)
days aiter the end cf ezch Calendfer Quarter a Staterment o3
cf Txpenditure reflecting 21l charges cr credits related i
to the PFstrclsum Crpsrazticns for the zericd, summarised -
zy aporeoriate clazssificzticns Iinmiicetive cof the nature .
therecf togethier wWith the summary cf such infcrmaticn cn _
a cumulative zzsis Zrcn the ZfZzctive Zata as well es ;‘iﬁ
Year to &zte. L

1.2.2 Tellewing its feormaticn, the Crerzting Cempany sheall Z}
reader to the MCOMR and tha CCNTRACIOR wichin thirty (29) i
cays afiter the send ¢l sach (Quarter a Statement cf .
Cevelecgment and Zxzlerziiczcn activities reflecting 211 i
charces &and credits ra2iztad to the LCevelczment end i
Explcraticn czerzticns Zcr that Quarter summarised by

rrrecrizte classificatiens indicztive cf the nature
trereof excerT thcse items cf cecmtirclla:zle natqyial znd
unustal chzrges znd credizs shall e detailed./, P

16



Cperatlng LComaay FaQla -8 Cia oo — = s - ——
CCHTRACTCR Monthly cash calils covering estimated future
expenditures according to the aprIcved WorX Program and
3udget. The statement cI estimeted expenditures shall
be sent to CONTRACTCR at lsast thisty (30) days pricr to
the beginning of each {Quarter, and a ccpy of such
statement will be transzitted to the MINISTRY. The
estizmated expenditures to e made in each Yenth of th

Quarter are the estipmats2 cash ¢ ay ZZcr such Menth,
including zny zayment = 1 es Iincurred during
previous Months. The estizmate fcr the first such Month
shall, at the Cperztcr's cztion, constitute a recuest fer
The estimatszs fcr +the secend and +third

advance.

succeeding Mcnths shall e tentaztive cnly and may ke

revised in the subsecguent submitial. The afcresaid

statement shall indicate the currencies in which sums are
| SR

4
neecded fcr the Fetrcleum Zteraticns.

After +the <£first Ccmmercial 01l Disccvsry s =ace,

-
fcllcwing its coming intc sxistence and nct later than
the twentieth (20tz) cdavw c<f eesch Menth, the Cgerating
Ccmrany shall furnish tc the CONTFRCTCR who will securs
the financing cf 21l recguirsd zmcunts fcr the Tevelcgrment
and CExploraticn sregram during tie t=rm of this
Agreement, a written =sstimate c¢f its tctal «cash
recuiremert Zcr expenditurs fer th2 first half zand the
secend half cof the succesiing Menth exzressed in United

tates Zecllars heving rssEréd to The &grreved ESudcget.
Such estimate shall texs Into ccnsiderecicn eany cash
expected to e aveiletle tTo the Zlperzting Cexpany &t
Mcnth end. Payment fcxr the epprecriate teried of such
Mcnth shall e mace to tihs corresgcondent tank desicnated
in Article 6.1 (h) ci the Acreement cn the first (lst)
day and the fifteenth (12th day ci the Month
respectively cr the next Zcllewing tusiness dzy, if such
day is nct a tusiness dav.

In czse funds previZed = the CCHTIRACTICR Zer the civen
Mcnth are nct sufiicient o cever the cash recuirements
(within the lizmits cf tze ecpreved Zudcet or autherized
nall transmit to the
NISTRY sucplementary
nal eanmcunts to Le

advanced, znd the date tha funds zre reguired.

overruns), the Operating Ccmpany s
CONTRACTCR with a ccoy 29 the XI
statements shewin such additic

—ie

reratcr shall xneep recsxds ci
expencded in all currencies and su:
Farty hereto shcwing such zdvan

er th2 end cf each Quarter,
Operatcr shall surmit to ch Farty hereto a statexent
of the charges and crsdits (inclivding any cayment Ior
liabilities incurred <curing gsrevicus Quarters Ior
Explcraticn, appr2isal, Zevelcp:ment and cther Fetroleun
Operaticrs in said Quarter. Such stziements shall ke in
Yeameni currency and United States Collars =

' h i

Within thirty (30) davs =
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non-Unlted State> (ISP S e ee—— — ——
Dollars.

1.6 DPrecedence of Documents

In the event of any inconsistency or conflict bet. .en the
provisions of this Accounting Procedure and the provi.ions of
the main body of this Agreement treating the same subject
differently, then the provisions of the main body »>f this

Agreement shall prevail.

1.7 HNo_charge for interest cn Investhent

Interest on investment or any kank fees, cha..es or
commissions related to any ftank guarantees to finc .ce the
Petroleum Operations shall not, at any time, be ch: -ged as
recoverable costs under this Agreement.

ARTICLE 2

COSTS, EXPENSES _AND EXPENDITURES

The CONTRACTOR shall alone bear and pay directly dur.ng the
Exploration Period or through the Operating Company af:er the
Commercial Discovery of 0Oil, the cecsts and expenses, whica costs
and expenses shall be classified and be allocated to the ac:ivities
according to sound and generally accepted accounting princi les and
treated and recovered in accordance with Article 7.1.1 >f this

Agreement:

3.1 PAurfsce Pights

All direct costs attributable to the acquisition, re: :wal or
relinquishment of surface rights acquired and maint: .ned in
force for the Agreement Area.

2.1 (a) Labor and Related Costs

Salaries and Wages of CONTRACTOR's or Operating C: :pany's
employees, as the case nay be, directly engagec in the
various activities under this Agreement 1i: :-luding
salaries and wages paid to geologists and other er :loyees
who are temporarily assigned to> and employed 2 such

activities in Yemen.

-

2.1 (b) Cost of 1living and hcdsing allowances, anc¢ other
customary allowances applicable to salaries and : :ges of
expatriate employees chargeable under this Anne:.

2.1 (c) Cost of expenditures or contributions made purs .ant to
law or assessments imposed by GOVERNMENT authori: - which
are applicable to labor cost of salaries and « .ges as

provided under this Annex.
; .
1%
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non-United States vol.ar =2XZcenaliulies e vl oeu Seates
Dollars.

1.6 Precedence of Documents

In the event of any inconsistency or conflict bet: .en the
prov;szons of this Accounting Procedure and the provi.ions of
the main body of this Agreement treating the same subject
differently, then the provisions of the main body -»f this

Agreement shall prevail.

1.7 No Charge for ;ntgrest on Investment

Interest on investment or any Lkank fees, <cha..es or
commissions related to any Lkank guarantees to fine .ce the
Petroleum Operations shall not, at any time, be ch: 'ged as
recoverable costs under this Agreement.

ARTICIZ 2

COSTS, EXPENSES AND EXPENDITURES

The CONTRACTOR shall alone bear and pay directly dur.ng the
Exploration Period or through the Operating Company ' af:er the
Commercial Discovery of 0il, the ccsts and expenses, whica costs
and expenses shall be classified and be allocated to the aciivities
according to sound and generally accepted accounting princi les and
treated and recovered in accordance with Article 7.1.1 »>f this

Agreement:

2.1 furface Rights

All direct costs attributable to the acquisition, re: :wal or
relinquishment of surface rights accuired and maint: .ned in
force for the Agreement Area.

2.1 (a) Labor and Related Caosts

Salaries and Wages of CONTRACTOR's or Operating C: tpany's
employees, as the case ray be, directly engagec in the
various activities under this Agreement 1i: :luding
salaries and wages paid to geologists and other er :loyees
who are temporarily assigned to and employed a such
activities in Yemen.

b

2.1 (b) Cost of 1living and hcdéing allowances, anc¢ other
customary allowances applicable to salaries and : :ges of
expatriate employees chargeable under this Anne:.

2.1 (c) Cost of expenditures or contributions made purs .ant to
law or assessments imposed by GOVERNMENT authori: - which
are applicable to labor cost of salaries and + .ges as
provided under this Annex.
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MOMR azrrreved ccst =X sstatlished zlans which incluce
custcmary rerefits ZIcr exglicyees such &s greup life ?
assurance, hcspitalizaticn, sensicn, retirement, stock ﬁ

purchase, thrift znd cther terefits of a like nature which
are appliczble to 1laber ccst of salaries and wages of
expatriate employees, and fcr YEMEN enployees, all as
chargeable under this Znnex. Severance pay will be charged
at a fixed rate 2pplied to zayrolls which will equal an
amount ecguivalent to the zctual liakility Zor severance
rayments as recuired under YIMIN laber law and CONTRACTCR's
established pclicies.
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eurzliss surchased cr furnisihed zs
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-

Materials, ecuipzent and sur:
directly cr thrcugh cthe Cperatin

such ky CCNTZACICR,

Cecxpany.
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igmant and surzliss gurchzses shzall ke chargsd

Material, ecuis
et the zrice za
Comzany, &

Such zurct

By CCHTIRACICR cr through the Cgperztin
lcn cf 2ll discounts actually received. éi

gs exzll =2 ¢ =2

-
¢

=
'

uce threcughh CCNIE2ACICR's
in zgreement with the MINISTRY. ~

[ 2]

niszed =v CONTEAZTIR
Materizl recuired f:cx Fstrcleun Zperstizsns shall e purchased
directly whemever zrazcticzzle, sxcapt tThat CCNTRACTCR rmay ﬁ
after the MINISTRY's erzrovzl furnigh sueh =material oo o3
CONTRACTCR's Affiliztsd Ccrmpaniss stcoxs cutside YEMEIW under
the fcilcwing ccnditicns. PEn

-
R

2.3.3 New Material (gonditicn "3a™)

New material transferrsd from CINTAACTCR's cr its Affiliated 4
Ccmpanies wershcuse cr cther tropertiss shall ke oriced at gg

cest, prcovided that the ccst of =zmaterial susplied is no
higher than intermzticnzl zricss ZIcr =material of sizmilar r
cuality suprlied on sizmilzr ferms grevailing 2zt the tize such 1%
material was susplied. f“ij
2.3.4 (a) Tesed ¥atexrial (ccondifizns "3 ozz=d nCv) 'gl

¥aterial which is in scums znd serviceable cenditien znd

is suitable Zfcr re-use without reccnditicaing skhall Ze
classed as conditicn "3" and priced at seventy-five fi
cercent (73%) cf the trice cf nmew nzterial. £

ccnditicn "3

2.3.1 (b) XMaterial which canzct £
cut which is servicesa : criginal £unctiea Zut i
suistantialiy =eot suitak tisning, shall te ==
clzssed as ccnditien priced zt a valce .
cemmensureste with its . !
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Hacckec-4docwn NEW fIlce,

warranty cf Materials Furmicked kv CCNTEICTOR

CONTRACTOR dces net warrant the =aterials furnished keycnd
the dealer's or manufacturer's warranty and in case of
defective material, credit shall not be recorded until
adjustzent has been received Ly CCNTRACTOR froa manufacturers
cr their agents. The CONTRAICTCR cr Cgerating Company, as
applicable, shall ensure thzt materials purchased are
warranted ky the cealers cr =aznufacturers in acccrdance wita

good Fetrcleunm Industry practices.

Transoertzticn

Transpertaticn ci enmpleyvess, ecuisment, materials, and
surplies =necesszry £fcr tha ccaduct ¢f CONTRACICR's cr
0perat-“g Ccnba:y's activities, %o tha extant ccvered =y
eStanl-s:eu pclicies of CCNTRACICR will inclucde ut nct te
limited to trazvel expenses Zcr exglcrees and thair families
to and {rcm the exzl By fgi T ti i ct
enmplovment, &t tizme cf st
leaves &and +traveli: ir

cn

families incurrzd zs a resull

- to anecthar.

(b) Ccst cf services perfzrmzd =z the MINISTIRY cr =y
CCHTARCTCR, cr its Affiliszted C:ocmrpznies, in feacilities
inside cr cutside ¥YIMIN. =Regulzr, rscurring and recutine
services, such &s preocessing seismic tares, intergpreting
seisazic, ceolcgical and enginesring data and/cr cthsr
gnalyses, shall :e verizrmed and chzrged Ty MINISTRY,
CCHTIRACTCR, cr its Affilizt=d Ccmranies, at a zrice
gcresd €0 Ty CCONTRACTICR and MINISIRY. Mascr zrojscts
invelving enginesering and dssizn services shall e
perscrzed Ly CCRTFACIC CR, cr its Affilizted Ccxzanies, atT
a csntract a=cunt ag:-ei <o Ey MIMR. The zrice and
centract ameount to ka2 agresd uzcen as provided abceve shall
be at rates ccooensuraza with tha ccst cf such ssrvices
but net in excess cf coogetitive rztes fer the saze
quality zand cquantity of suck services. Use " ¢f
CCNIFACICR's, cr its affiliz%ed Cempanies, wholly-cwnad
ecuisnent shall te charged zt a rso -al rata ccommensturite
with the cest of cwnership and :;s: gaticn, kut =net in
excess c§ff ccrmzetitive ratss curran Tly zrevailing :in

YENZN.
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"CONTRACTCR.

All costs ¢ exgensses necesszry T2 Tsrlace cr repair dazxmzges
cr lcsses ingcurrad =y fire, £5lccd, steorm, theft, accident cor
any cther ceuse n$T cenurcsliled Dy CCHTRACTCR threough the
exercise cf reascnable diligence. CHNTRACTCR or Operating
Cenpany shall furnish the MINISTRY written notice of damages

or lcsses incurred in excess ©f Unitad States DCollars ten
thousand (U.S.$ 19,000) Fer occurrence, 2as socn 2s
practicable after sepcrt cf the saxne has Lkeen received Ly

ITnesurznce 2rnd Claizs

The ccst of any zDublic lizkiiity, srcoerty cazmage and cther
insurznce acainst 1lizbilitiss cf CCNTRACTCR cor Cperatin
Ccmpany to their emplcyees and third parties as nmay te
required by the Lzws, rules and regulzticns c¢f the STATE cr
as the Farties hereto may &agres upen.

The troceeds cf any
such insurance cr claizs collsct=d szell ke cradited zgainst

Petrclieun Cgeraticos. fer a
particuler risx, =211 z2l=zted zct imcurzed and
said =y CCNIRACICR o : sttlement ¢ znv
and all lcsses, clzix cther
expenses, inciuding lecal gzinst

Petrcleun Cceratizns.

cowmg pemg v
N e e e v

P~

interznmcs CONTRACTCR's and the

femd ™Y e - -- - - -
(a) The ccst ¢f stz2lfing end maintenzn cs
. s SR P ermaeo
cerzting Cerzzany's nhezd zI@fice I YTIZMEIN.

B) Camp cverhszd and fzcilities s:uch z2s shecre ase,
warehcuses, tens, rcai =ystenms, salaries and
exzenses ci serviscry zssrscnmnel, £field clerks,
assistants, znd cther general mztlcyses indirectly
serving tTh2 Agrssment Arsa.

All ceosts and exgsnses of litigatizn, cr legal services
gignt for h rctecticn cf the

ctherwise necessery cr exxgedlignt focr zhe

AGreexzent Area, with resgect <o parties including

atterney's <fess &and exrensss &as ima=zer Trevided,

togetzer with all judgments cttzinsd zgainst the Farties

herets cr by cn acccunt cf the Fetrcleum Cperaticns

tndexr txh= and actuzl sxgsnses Incurred y any

Party cr ¢ €2 in securing sviience Zor the zurgcese

cf cefendin imst any acticn-¢r clzim presescuted cr urged
. . o . = Yy

ct matter of th
cr claizs recarding ths
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protecticn
legal stzff cf cne cr more cf the Farties hereto, a charge
at a rate ccmmensuszte with cest of providing and furnishing

such services mzy ze2 mzde to the Petrcleum Crerations
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o 2.10.1 The CONTRACTCR's cr C:cerating Ceczzany's administracive
' cverhead ocutside YIMZIN applicatzle to the retrcleun
Operaticns under this Agreement shall be charged
Quarterly &t the percentzces of the tctal of Exploraticn
Expenditures, Development Zxpenditures and Operating

- Expenses for the Year ("Total Expenditures"), as
specified kelcw:

- (a) 3% cf Tctal Expenditures nct sxceeding one rillien

P

United States Dollars (U.S.$. 1,000,000)

(2) 1.3% c£ Tctal Expenditures in excess of one rillicn

‘ United States Dellars (U.S.§. 1,000,000), zut less

: than £ive =illica Tnited 3States Sellars (U.S.S.
5,060,C00)

(c) 1% cf Tctal EZxpendiiures in sxcess cf f£five x=illien

s Unitzd Stztes Dzllzzs (U.S.5. 5,200,000) zut less

: than ten =illicn Tnited States Dellars (U.S.S.

% of Tctal Zxpenditures In excess cf ten nillicn
- -
[ 4

9,000,000).

- 2.23.2 N¥o cther direct cha fer CONTRACICR's
acdzinistrative cverhez i will ke errplied

o gcainst the Fetrcleun Zxanrles cf tha tyses
of ccsts CCHNTRACTCIR i crherging hersunier
éue to the ectivities ment &nd ccvsred kv
said percentages &ere:-
(a) Executive - Tizme cI executive cfficers

o (2) Treasury - Tinancial znd exchzange crcklems

i (c) Purchasing - Frecuring =matsrials, ecuirzenct and

suprlies

contrclling the entire precjecs

(e) Cther cderzrtzments such &s lsgal, ccxptrcller and

i engineeringz which cchtrizute tize, Xnewledce ani
experienca to the Fetrecleum Crerzticns. The

fcrecgocing dces net csreclufe charging Zeor dirsce

services under sukb~zaragrazins 2.5.b and 2.9 cf this

Article 2.

2.11 Taxes

aid in VYEZMEN Gty

All ‘taxes, duties cr levies,if anv,
nt, cther thgm hese

o CCNTRACTCR with ressect to thils Agreese:
; caid in acccrdance with Arcicle 9 of the Agreexment
A 1

-
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2.12

Lms e LeZ LD, TApS..SSd wa TAIELLICUIES, CTRer than
which are ccvered and ZJ=zalt with -y the fcre

2
crcvisiens cf this Arcicle 2, incurred by CONTRACT
Orerating Ccmgpany under szgpreved work Programs anec
Sudgets and aiter ccnsultzticn with the MINISTRY.

(b) The CCNTRACICR, befcre the fcrmaticn of the Operatinc
Cozpany, and the Operating Cempany shall have the righm
to incur and pay ccsts and expenses pertaining to an!
emercency affecting szfety to perscn or property in :th&
Petrcleun Cperetions eand such ccsts and expenses shail
e reccverzzle under this Acreement previded that =)

s 1 Ze nctified cf any such emergency zs scci;_;
bo e. The CONTRACTOR, zefcre the fermaticn cif

the Crperatingy Cecogany, &nd the C ting Cempany shal

- c
a

ght to incur znd pay ccsts and expenses
cx

a

any item cf zn zprreved wesk Pre n and 2udget fer

emount in excess of the zudget Zcr stch item and

ccsts and exrpenses shall == cecst rsceveratle under

Acgreement to the extent thzt they do nct exceed

cercent (1£%) of the zudget Zcr such item. -

CCNTINUING CCNTEXCTCR CCSTS 3

,:;:;

Cests cf CCNTEACTICR's aczivities zeguired under this
igresment zand inmcurrad excluzively in the =CY aftsr ==&7)
Operatin Ccmpany is Zformed gprevided <that cests o}
CCNTRACTCR's exzztrizte e y s lcye ed
in suech o T

specifizd RN
]
and 2.+., A
%
ARTICIZ (3) 3
»a
- —.? -—— -?‘
INVENTESRIZ -
1
N
Pericdic Toventories, YWetiga z=3 Zesrzgs-taztizca Ld

2t reascneakls interval
CONTRACTCR, invent
Ffetrcleun Cgerztic
material, zhysical
netice cf inmtsanti
CCNTRACTCR to =
any inventcry is
rerresented when any inv
MINISTRY to e recrese:n

:
A ASNVENTCSTY s

o

a2
accert the inventory tzkxen -y CCNTRACTIR, who shall, in that ™
event, Zfurnish the MINISIXY with a cczy thereof. Suech
inventcries shzll take clace annuelly or &s ciherwise agree




4.1

>

(3]

L

i
. in which they =

Reccnciliztizn oI Inventery shall Ze zade by CONTRACTICR and
the MINISTRY, and 2 list cf cverages aznd shcrtages shall :ce
jointly deter:;red and the inventery ;cccrd-ugly adjusted by

the CONTRACICR.

After the first Commercial Discovery of 0il the Operating
Company shall carry out the fcregoing inventory obligaticns
of CONTRACTCR.

ARTTCIZ 4

¥

CONTRACTOR shall, gpursuant fo Article 7 of the Agreement,

render to the V;.-STTY net later than thirty (20) days after

each Quartar a statement fcr that Gusrter shewing:

(a) Rececverz: fcrward frca rprevious
Quarter(s

la
), if amy.

(b) Reccverazls ccets inmcurrsd during that Cuarter.

(c) Tctal reccwvsrztle ccsts (g) + (B).
(d) Valte cf Ccst Cil taxen d segzrztely disgcsed cf Iy

1l tzXen &=
CCNTFACTCR £cr thet Quarter.

(e) Azount of ccsts reecsoversd I:or thzt guarter.

M
1]

(£f) Amcunt cf reccverzble ccsts carr-izid into the succsedin
Quarter, iZ a-nv.

(g) =Rcyalty rayable to ROY.

Costs, exgpenses and expenditures that are incurred and gaid
pricr to the Yezr in whica they are reccverzble under this
Agreement shall ze zllcczted to the Zfirst Guarter cf such
Year. All ctlhsr ccsts, exzenses arnd exzenditures that are
reccverable Year shall ke zllccztzd to the Cuarter

@ of calculating keoek value, the cests ¢ sueh
1 n the créder in

-
- 0
H
t
s 4
1
3
F
!l
¢‘ 0

flxed and mcvaile zssets shall te recsvered i
which they are incurred gsr Quarter. The ccsts incurred in
the same Quarter shzall te reccvared srezcecrticnally.

audit Richts
The MINISTRY si

.
h ¢

all zave a period cf taenuy-four (24) ¥onths
frca receipt cf any statement under this Article 4 in which
to audit and raise cbjecticn to any such stztement. The
MINISTRY and CCNTRACTCR shall agrsze cn zany recguired

adjustzment. Surserting decuzents and zcccunts will ke
availzbW¥ to the MINISTRY during said twenty-four (24) Mcnth

pericd \ \

~ \\_.

[ 25 -
B N [
\

Lto e

i S

3

o,
s
LN

i

3

[

[l

b
errirndf

;

oo

«

b

%
b

M
S
i

.

- l e
COPN i

S
[T

4
-

(o



w
[ aad

(V]

ARTICLE

ATEMENTS END MAJCR

Expleration ¢blicaticns Statements

CONTRACTOR shall annually prepare frca the Statements of
Expenditure grepared pursuant to Article 1.2 hereof, a
staterment shcwing for such TYear the excess or deficit in
Exploration Expenditures cecxgared to the Minimum Expenditure
Cbligaticens. Such statezent shall be rendered to the
MINISTRY nct later than thizly (30) days fcllowing the end

of such Year.

Madcr 2ceccunts

For the opurzcse of classifying ccsts, expenses and
expenditures Icxr cest reccvery &s well as fcr the rurpcese ci
estaklishing when the Zxplcraticn ckligaticn has keen z=et,
costs, expenses znd expenditures shall Ze rececrded in majcer

acccunts inclizdin i

o T - a
g the Zcllevwing:

Zxrenditures cther than Crer

Necessary suz-za2cccunts shall se tsed In ccerdinaticn with -

MINISTRY.
Revenue acccunts shall e maintained -y CONIRACTOR to the
extent necessary fcr the ccntrol cf reccvery ¢f ccsts and ¢
treatment of Ccst 0il.

Cash and accrual acgpunts shall e maintain

ITTomY

with the MINISIRY

26
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ANNEX G

EXAMPLE CALCULATION OF ROVALTY, CCST OIL, AND

PRODUCTION SEARING OIL

'dv‘m.._g

. ..
W ah'vi&

5
B

R

-
i

ing that the Menthly 'Average Caily Net Profuction ("MADNP") is 0,000 =
tren calculatloﬁ of the shares of GOVZENMEINT znd CCNTRACTOR would ke zs
JE=NMENT frecn the total anount c<f

Deducticn cof Royalty cwned Ly the GOVERNMENT

80,CC0 BBL acccrding to Prt*cle 3.2 cf this XZgreement.

Reyalsty = MADNP X the sercentage cf Rcyalty Zivided -y cne hundred.

Reyalty = (80.,000) X (u"e *'va1“v sercentzcs)
ico
Reyalily = (£€0,000) X ( _ 10 )
100 = 8,3C0 =3IL.

30,C00 E3L - Rcyalty cf 2,000 ==L. = 72,2C0 B=ZL.
Frem the rexaining amcunt of VADN? czleulatei zheve we dedust the Cost
0il as follcws :-
A. Assuming the daily reccverzkle ccsts excesd tha value cf ¢
=axizum Ccst 01l calculzted at the percentage stated in Artic

7.1.1 cf£ this Agreement ("maxinun cercsntzge').

Ccst 0i1 = ( 72,800V X ( 25 ) = 13,300 EEZL
igo
3. lssumi:g the &aily reccverzktle cchs ara $ 300,000 and are le
than the value cf the maxizmum Ccst 0il calcu ted a2t the mexinms

al
cercentege; and assutming the Cest czl valuce

Ccst Cil = t*a dailv reccyverzkle cssts
the value (per zar-el) cZ the Cest 0il
under Article 7.3 cf the Agreement.
Cecst Cil = S 300,020 N
$ 20/32ZL o~
7/ -
Coet 0il = 15,000 ==L, Nt
Y P!\W\
. !
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n

NuLs . - i
recaoverable costs" means the

allocated to the applicaple Quarter di
nunber of days in such Quarter.

The remaining MADNP ("Production Sharing O0il"), i.e.
Royalty and (2) Cost 0il (2A or 2! above,

deduction of (1) :
applicable), according to Article 7.2 of this Agreement,

The Production Sharing 0il multiplied by the-

GOVERNMENT share =
GOVERNMENT's percentage of Production Sharing 0il
the

provided in Article 7.2 of this .,

calculated as the weighted averaje of

percentages
Agreement as follows:

19,250 BBL.

77% of first 25,000 BBL
19,750 BBL.

79% of next 25,000 BBL
20,250 BBL.

81% ¢f next 25,000 BBL

83% cf next 5,000 BBL = 4,150 BBL.

(19,250+ 19,750+ 20,250+ 4,150 BBL = GOVERNMENT'S percent ige (GP)
80,000 BBL

63,500 BBL = GP

' 80,000 BBL

79.25% = GP

GOVERNMENT's Share = GP X Production Sharing 0il

MADNP minus (Royalty plus Cost O. :

Precduction Sharing 0il =
[(either 2A or 2B])

80,000 BBL - (8,000 BBL + 13,000 :=BL

Production Sharing 0il = '
- [2A])
or
Production Sharing 0il = 80,000 BEL - (8,000 BEL + 15,000 3BL

[(<3]))

Prcduction Sharing 0il = 54,000 BBL {2A]) ¢r 57.,000 BBL [2..]

= 79.25% of 54,000 BBL [2A] or of

GOVERNMENT 's Share
57,000 BBL [2B)

42,795 BBL (2A) or 45,172.5 BBL (2B

GOVERNMENT's Share
CONTRACTOR's Share = Production Sharing 0il less Governm nt's
share of Production Sharing 0il
54,000 BBL - 42,795 BBL [2A] or

CCNTRACTOR's Share =
57,000 BBL ~ +5,172.5 BBL [2B]

CONTRACTOR's Share = 11,205 BBL [2A)} or

M
11,827.5 BBL [2B]
/a A

28
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RIQTEST FCR
CCNVE=RSICN TO DEVEIQPMENT ARZIA

Name of the CONTRACTOR: 4

JO

Address:

Y

Y
A

iy e

o

oy

we, the CONTRACTCR, hereby declare that a Comzmercial Disccvery of 0il has':
teen notified to the MINISIRY cn . The Declaration follcws a3’
a result of +the apcraisal progrza ccnsistin cf +the drillin of
Zxploraticn wells +to date, and including gaolcgical%?
ceczhysical and enginsering studias that indicaztz the size of the structurad
in which %the Ccmxmercial Discevery of 0il was =mezde. The summary cf the
zzorraisal trogran is as Iollcews :- %}
Well £ 1 well & 2 (etc) -
Thickress cf Tav 3
zen Grcss it It
¥o. 1 Net £t £t i3
&3
zcne Grcss it it -
4
No. 2 - Net iyl ey e
Summary of ;.%
Test Results i3
) s
zene $ 1 -
Zcne = 2 - ‘
T
Range of estimated reserves Zcr -
Develcsment Area : : S
&
Millien 23% to Millien Z2L .

CRRLY
o 7

Acsest

(Summary cf any other relevant infcrmation)

2
(a

{

Sased cn the structural intergreteticn resulting £from <the ceolegical,
cecphysical and engineering studies, the structure in which the Ccmmercial,
Disccvery cf 0il has been =ade is located in (nurmker of blecks) Develcpment !
3locks coxprising a tctal Develctment Area of K=2. i

s
-

The cornsr coordinates of the Development Area are as fcllows :

1. a.
2. - 5. X

3. 6. D
e 3.4 of the Procduction Sharing Agreement.

i - /X\M’:\ng o




WE ‘wwoltn mamomw ~ ——
into a Zevelopm ment Area with respect to the Ccmmerc:al Disecsvery vi wia

roctified to the MINISTRY zs afcresaid.

This Reguest for Ccnversion to Develcpment Area shall be subject to

following conditions : Y
§

1. The provisions of the Production Sharing Agreement under which this®

Corzercial Discovery of Oil was notified to the MINISTRY shall apply to

the Petroleum Operations in respect of the Develcpment Area herery
o

estaklished.

This Develcpment Area may be revised, during or after the Explcrat‘c
Pericd, by the CONTRACTCR after the apprcval of the MINISTRY i
supgcrted by additicnal technical information resulting from future
Petroleum Operzticns by an zmendment to this Request fcr Conversicn to,
Development Area prcvided that any propcsed extension area shall nct
extend beyond the criginal Agreement Area or into any area under a.d

precéuction sharing agreement with third parties.
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Exploration in the Develcpment Area, cduring or after thﬁj
in a dlsccve*y of 0il in a separzts
geolcgical structure that extends  beycnd the Development Area.
CONTRACTOR shall have the right, after the zpprcval of the MINISTRY, "}
appraise such disccvery by drilling one cr mors Zxploraticn Wel::i;
outsicde the Develorment Area, prcvided tha® such cutside area is withui..
the criginal Agreement Area and is nect under a production sharinzg
agresment with third partiss. The CONTRACICR shall have the right hcu
declare such discevery a Ccmmercial Discevery of 2il. In such case the?
MINISTRY and CONTRACTOR shall sizn an amendment of this Request for
Cenversicn to Develcpment irea to extend tha Develcrment Area to include’
the geological structure in which such Cczmmercial Discovery was made. i}

3. If Zuture
Zyplcration Period, results

4. If, without technical cr econoaic reasons cr Force Majeure, producticrs
has nct commenced on a centinuous tasis within three (3) years frem the
éate of acceptance by tke MIhI=TR£ of CONTRACTICR's Reguest fcr*
Ccnversion to Develcpment Area, the MINISTRY may request CONTRACTCR to

cure such prcblem, giving a three (3) yea2rs extension to do so. I£3
after such extension period, producticn has not ccmmenced cn 2}
centinuous hkasis, the: CONTRACTCR will be cbliged to surrender <the

Develcrment Area to the MINISTRY cn reguesst.

Ea )
Ccnseguently, we respectfully reguest the MINISTRY's acceptance of, Fosd
agreement to, this request fcr ‘Cenversien *o Developnent Area to

~evicenced by your signature belew.
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Respectitlly subnitted

CONTRACTOR ¢

Name :

3
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L

LS

Title

199 .

Signed this day cf

H.Z. MINISTER OF OIL & MINERAL RESOURCES.
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