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PRODUCTION SHARING CONTRACT

[Dated]
This Contract is a production sharing contract maatker the Act
BETWEEN

The Ministry of Petroleum and Mineral Resourcese (tMinistry”), acting on behalf of the
Democratic Republic of Timor-Leste (“Timor-Lestddy the powers vested in it under Article 10
(1) of the Act,

AND
[insert company name] a corporation organized ansdtisg under the laws of [insert relevant

country], with registration number [insert compasgistration number], having its headquarters in
[insert address]

[+ ande]
[(referred to [collectively] as the “Contractor”).]

(each of the above referred to individually as art¥?’ or collectively as the “Parties”).

Whereas:

A. The Republic Democratic of Timor Leste is the smlener of all natural resources within
the Territory and offshore area and has the rigltelvelop, extract, exploit and utilize the
natural resources in the interest of the peophdidhe national groups

B. Title to, and control over, Petroleum existing witthe Territory of Timor-Leste is vested
in Timor-Leste;

C. the Ministry has the power to conclude Petroleunmt@amts for the benefit of the people
and, amongst other, for the sustainable developoferimor-Leste;

D. the Ministry wishes to promote Petroleum Operatiamsthe Contract Area and the
Contractor desires to join and assist the Ministrgloing so in the Contract Area; and

E. the Contractor represents that it has the finareaphbility, the technical knowledge and
technical ability to carry out exploration and dewenent work and other Petroleum
Operations in a manner wholly consistent with thet &nd this Contract, and that it does
not have a record of non-compliance with princigdegood corporate citizenship;

NOW, THEREFORE, it is agreed:
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Article 1 Definitions and Interpretation

Definitions

In this Contract capitalised terms not definedhe Contract have the meaning given to
those terms in the Act and, for the avoidance albicthe Regulation, and unless otherwise
clearly stated the following words and expressimal have the following meanings:

“Accounting Records” has the meaning given in G&ali.2 of Annex D;

“Act” means the Petroleum Act, as amended, vanmeddified or replaced from time to
time, and regulations made and orders and directgiven thereunder including for the
avoidance of doubt the Regulation for Petroleum r@gens relating to the Subsea
Petroleum Resources in the Timor-Leste ExclusiveaAfthe “Regulation”) as amended,
varied, modified or replaced from time to time, ay orders, directions or any other
decision made or issued pursuant thereto, includiles, guidelines, policies and codes ;

“Appraisal Costs” has the meaning given in Clau®ec2 Annex D;

“Appraisal Period “ means the period which Contwaaeems to necessary to determine
whether a Discovery is a Commercial Discovery,

“Approved Contract” means a contract made by ataotor with the prior approval of the
Ministry as a part of a Development Plan;

"Arm’s Length" means the relationship that existéAeen two or more entities, where
neither of such entities exerts or is in positiorexert significant influence of any of the
other entities having regard to all relevant fastor

"Available Crude Oil" means all Crude Oil producaad saved from the Contract Area
and not used in Petroleum Operations;

"Available Natural Gas" means all Natural Gas pamtband saved from the Contract Area
and not used in Petroleum Operations;

"Available Petroleum" means all Available Crude anld Available Natural Gas;

“Capital Costs” has the meaning given in Claugea? Annex D;

“Commercial Production” occurs on the first Day thfe first period of thirty (30)
consecutive Days during which production is nos l#gn the level of regular production
delivered for sale determined by the Ministry ag pathe approval of, or amendment to, a
Development Plan, averaged over not less than ywierd (25) Days in the period;

“Committee” has the meaning given in Sectigi?,

“Contiguous area” means a block, or a number ofkdceach having a point in common
with another such block;

“Contract” means this production sharing contraa all annexes and schedules hereto as
amended from time to time;
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“Contract Area” means the area specified in Annexesd B, but not any part of it which
has been relinquished under Article 3;

“Contractor Developments” means the developmentsmmrovements to equipment,
technology, methods, processes or techniques oanedntrolled by the Contractor prior
to the commencement of this Contract, which areeradthe Contractor during or arising
out of carrying out the Petroleum Operations.

"Contractors” means [Insert names of Contractorg] &ontractor” means any one of
them, in both cases, including their respectiveessors and permitted assignees;

“Contractor Confidential Information” means anyhatcal or business information owned
or controlled by the Contractor as at the datehed Contract which is not in the public
domain and which derives independent economic véloen not being in the public

domain and which, at the time of disclosure to Mhaistry by the Contractor is clearly
marked or designated as confidential;

“Contract Year” means a period of twelve (12) cans®e months within the term of this
Contract, beginning on the Effective Date or angiagrsary of it;

"Cost Recovery Crude Oil" has the meaning giveSantion 8.1 (b);

"Cost Recovery Natural Gas" has the meaning ginedeiction 8.1 (b);

“Cost Recovery Statement” has the meaning givelause 7 of Annex D;

“Day” means a period of twenty-four hours as & ohtime, counted from one midnight to

“ Delivery Point” means (a) the point of export, RDQ of petroleum made available for
export sale, (b) the agreed point of delivery witthie relevant development and Production
area for petroleum produced share and governmdéitie@n Timor Gap pursuant to section
11 crude oil and natural gas made available foRD&L domestic market,

“Development” means operations designed to rec®aroleum from a Reservoir for
commercial purposes and includes design, consbrycimstallation, drilling (but excludes
drilling for the purposes of Exploration or Apprais and all related activities;

“Effective Date” means the date on which all of ttenditions precedent to this Contract,
set out in Section 2.2, are satisfied;

“Exploration Costs” has the meaning given in C&fsl of Annex D;
“Force Majeure” has the meaning given in Secrd;

“Field Export Point” means the place where fingllpcessed petroleum extracted from a
reservoir within the contract area has reachedratering station at the ultimate landing
terminal onshore in Timor Leste from where it may feely traded as a commodity or
when applicable when such petroleum is loaded arsfoop for bulk transportation.

“Gas Retention Area” means an area declared &s suaccordance with Section 3.3;

Model PSC under theetroleum Act
Page 8



“Industry Best Practice” means in any circumstartbesexercise of the highest degree of
skill, care, prudence and foresight reasonablyeaekpected of persons carrying out the
activities contemplated by this Contract, in th&e@eum industry worldwide and includes,
in respect of the relevant activities, Good OilléiBractice;

“Ineligible Costs” has the meaning given in Cla@s& of Annex D;

“Insolvency Event” has the meaning given in the;Act

“Joint Operating Agreement” means any agreementcamtract among all of the
Contractors with respect to their respective rigintebligations under this Contract, as such
agreement or contract may be amended or suppledchieote time to time;

“Loan Facility” means any overdraft, loan or ottgrancial facility or accommodation
(including any acceptance credit, bond, note,dsikxchange or commercial paper, finance
lease, hire purchase agreement, trade bill, forwatel or purchase Contract, or conditional
sale agreement, or other transaction having thenangial effect of a borrowing);

“Marketable Natural Gas” means the volumes of NatGas produced, less:
(@) the Natural Gas used for Petroleum Operations;

(b) the Natural Gas used for increasing recovef®eaifoleum, and

(© any shrinkage as a result of processing suc¢brblaGas;

"Mcf" means one thousand (1000) standard cubicdégas (“SCF”), whereby one "SCF"
is the amount of gas necessary to fill one cubet t space at atmospheric pressure of
fourteen point seventy (14.70) pounds of pressuwe gguare inch absolute at a base
temperature of sixty (60) degrees Fahrenheit;

“Minimum Exploration Work Requirements” means tlkempulsory minimum work
requirements (including both work activities andpemditure) for each Period of
Exploration, as set out in Sections 4.4, 4.5 afd 4.

“Miscellaneous Receipts” has the meaning givenlau€e 2.7 of Annex D;
"MMcfd" means million cubic feet per day;

“Non-Associated Gas” means Natural Gas which isAssociated Gas;
“Operating Costs” has the meaning given in Claude2Annex D;

“Operator” means the Contractor appointed from timéime as such, whereby the initial
Operator is ;

“Parent Company” means a body corporate that,9peet of another body corporate:

(@) controls the composition of that body's board; or

(b) IS in a position to cast, or control the castingnobre than one-half of the maximum
number of votes that might be cast at a generatingeef that body; or

Model PSC under theetroleum Act
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(c) holds more than one-half of the issued share dayitaat body (excluding any part
of that issued share capital that carries no righparticipate beyond a specified
amount in a distribution of either profits or capbjf or

(d) is the Parent Company of the Parent Company obttiner body.

“Participating Interest” means, in respect of eddrty constituting the Contractor, the
undivided share expressed as a percentage of srtyisPparticipation in the rights and
obligations under this Contract;

“Period” means the Initial Period, the Second Rkdothe Third Period (or any of them, as
the case may be) as set out in Sections 4.3, 4.4.8n

“Production” means any exploitation or exportiaties in relation to Petroleum, but does
not include Development;

“Production Statement” has the meaning given irugdab.1 of Annex D;
“Profit Crude Oil” has the meaning given in pargdr®.1(c);

“Profit Natural Gas” has the meaning given in paaad 9.1(c);

“Profit Petroleum” has the meaning given in parabr@.1(c);

“Quarter” has the same meaning as defined in trguRgon and “Quarterly ” shall have
the corresponding meaning.

“Recoverable Costs” has the meaning given in Se@&ig;

“Reservoir” means a porous and permeable underdrolammation containing an
individual and separate natural accumulation ofdpoible hydrocarbons (oil and/or gas)
that is confined by impermeable rock and/or wateribrs and is characterized by a single
natural pressure system;

“Review Period” has the meaning given in Sectior81B);
“Revised Local Content Proposal” has the meaningrgin Section 7.4 (b);
“Security” means:

(a) a standby letter of credit issued by a bank;

(b) an on-demand bond issued by a surety corporation;

(c) a corporate guarantee, including a parent compaayagtee; or
(d) any other financial security acceptable to the btiyi

and issued by a bank, surety or corporation acbkpta the Ministry and having a credit
rating indicating that it has sufficient worth tayp its obligations in all reasonably
foreseeable circumstances;

“Uplift” has the meaning given in Clause 2.6 ofréax D;
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1.2

1.3

1.4

“Value of Production and Pricing Statement” has ifeaning given in Clause 6 of Annex
D;

“Work Programme and Budget” means a work prograrfan@etroleum Operations and a
budget for carrying out that work programme, appobin accordance with Applicable
Law.

Headings

Headings are for convenience only and do not foparaof, and shall not affect the
interpretation of, this Contract.

Further Interpretation

In this Contract, unless the context otherwise iregu

(@) the words “including” and “in particular” shall beonstrued as being by way of
illustration or emphasis only, and shall not bestared as, nor shall they take effect
as, limiting the generality of any preceding words;

(b) a reference to an Article, Section, paragraph, maragraph, to an Annex or
Schedule is to an Article, Section, paragraph, gaagraph of or to an Annex or
Schedule to this Contract;

(c) a reference to a Contract (including this Contra8thedule or instrument is to the
same as amended, varied, novated, modified oraeglrom time to time;

(d) a reference to an act, regulation, direction, dundeor other legislative instrument
is to the same as amended, varied, modified oaceglfrom time to time;

(e) “person” includes a corporation or other legalitgnteven if without juridical
personality;

) the singular includes the plural, and vice versa,
(9) any gender includes the other;

(h) a reference to the consent or approval of the Minisneans the consent or
approval, in writing, of the Ministry and in accartte with the conditions of that
consent or approval; and

(1) where a word or expression is defined, similar woehd expressions shall be
construed accordingly.
Annexes

The Annexes and Schedules are incorporated intof@mna part of this Contract, but if
there is a conflict between the terms of any AnoexSchedule and the terms of this
Contract, the terms of this Contract will prevail.
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Article 2 Scope and Term

2.1 Scope

(@) Under this Contract, and subject to its terms Qbatractor:

(1) shall, and have the exclusive right to, carry otrdleum Operations in
accordance with Applicable Law and this Contracitsasole cost, risk and
expense; )

(i) shall provide all human, financial and technicalgrces therefor; and

(i)  shall share in Petroleum produced from the Conthaela as set out in
Article 9.

(b)  The Contractor is not authorised to carry on Petnol Operations in any part of the
Territory of Timor-Leste outside the Contract Aresher than in accordance with
an Access Authorisation granted to a ContractathkyMinistry under Article 11 of
the Act.

(c) This Contract does not authorise the Contractgortzess Petroleum beyond the
Field Export Point and no expenditure in respecfuother processing shall be a
Recoverable Cost.

2.2  Terms of Contract
This PSC includes an Exploration Period and Exalmh Period defined as follows :
Exploration Period

(a) The Exploration Period shall cover a period of@ontract Year, subdivided into phases as
follows :

1. Afirst Exploration phase of three years
2. A second exploration phase of two years
3. A third exploration phase of two years

The Contractor can only proceed to the next Expilmmaphase provided that its Exploration
commitment is executed under the applicable RDTitgbeum law in accordance with this
PSC related to the prior phase.

(b) If the Contractor decide not to enter into the selcphase Exploration phase or the third
Exploration phase, the operator shall notify thaistry at least 30 days prior to the expiry
of the then current Exploration phase.

(© Contractor may request for extension of the ExpilonaPeriod provided that justification
for the needs to extend to complete its Exploraiommitment or evaluation of seismic
study. This extension shall not exceed two years.

(d) If no Commercial Discovery is made and notifiedtlie Contract Area, the Contrat shall
terminate at the end of the Exploration Periodnyr extension thereof,

Development Period

Model PSC under theetroleum Act
Page 12



A Development and Production Period shall commenith respect to each Development and
Production Area on the date that Contractor givascea of the Commercial Discovery relating to
the Contract Area and the Ministry Declared sucim@ercial Discovery. The Development and
Production Period shall continue untile the expiratof the Twenty (20) years from the date the
Field Development Plan is approved by the Ministry.

2.3 Conditions Precedent

(@) This Contract is conditional on:
(1) the appointment of an Operator in accordance wetttiGn 17.1;

(i) if there is more than one Contractor, the conclusab a Joint Operating
Agreement between them, such Agreement comingfititéorce and effect
upon the approval by the Ministry,

(i) the submission of copies of any Joint Operatinge&ment and all related
contracts to the Ministry;

(iv)  each Contractor providing the Ministry with a Seguin such form and
with such content as is satisfactory to the Migistr the performance of the
Contractor's Minimum Exploration Work Requiremeaisl provided further
that if a Parent Company guarantee is acceptedea®tm of Security, such
Parent Company guarantee shall be substantiatheifiorm in Schedule C;

v) each Contractor providing the Ministry with a Setyuin such form and
with such content as is satisfactory to the Miwistr the sum of [XXX]
United States Dollars (USD [X]jor the performance of any obligation
under this Contract other than those covered by $leeurity under
paragraphs 2.2 (iv) and (vi), provided that if adP& Company guarantee is
accepted as Security, it shall be substantialthénform of Schedule D;

(vi)  each Contractor providing the Ministry with a Par€ompany guarantee in
the form set out in Schedule B with any amendmewiseptable to the
Ministry representing an undertaking from its ubite Parent Company that
such Parent Company shall provide all technicalfarahcial resources that
the Contractor may require to meet on a timely 9dbe Contractor's
obligations under this Contract; and

(vii)  the Contractor demonstrating, to the satisfactibthe Ministry, that it has
complied with its obligations under Section 20.3egard to insurance.

(b) If the conditions in paragraph 2.2(a) are not feli before the sixtieth (6) day
after the date of signing this Contract, this Cacttrshall terminate and be of no
further force or effect.

2.4  Effective Date and Term

(@  This Contract shall commence on the Effective Datd terminate on the first to
occur of:

(1) all of the Contract Area being relinquished pursuarArticle 3;
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(i) the Parties mutually agreeing in writing to terménthis Contract;
(i) termination pursuant to Section 2.5; or

(iv) expiry of the maximum term of Petroleum Contragsset out in article 2.2
and the Act.

(b) Provided that the Contractor notifies the Ministityleast one (1) year prior to the
expiry of this Contract, the Contractor shall h#élve option to extend this Contract
in respect of any Development Area for such perasare stipulated by the Act.

2.5 Grounds for Termination

The Ministry may terminate this Contract by noticevriting:
(@) immediately, if:

(1) a Party comprising Contractor is insolvent, is ddpd bankrupt or makes
any assignment for the benefit of its creditorsisaadjudged to be unable to
pay its debts as the same fall due;

(i) a petition is filed in a court having jurisdictimr an order is made, or an
effective resolution is passed, for the dissolytiauidation or winding up
of a Party comprising Contractor;

(i)  areceiver is appointed or an encumbrancer takesegsion of a majority of
the assets or undertaking of a Party comprisingi@otor; or

(iv)  a Contractor ceases or threatens to cease to@aity business or execution
is forced against all or a majority of its propeatyd is not discharged within
fourteen (14) Days.

(b) immediately, where the Contractor:

® has committed a material breach of any plan, progra, approval,
condition or term to which this Contract is subject

(i) has not complied with the Act;

(i)  has provided information to the Ministry in connentwith this Contract or
in order to obtain this Contract which it knew,arght reasonably to have
known, or believed to be false; or

(iv)  has not paid any amount payable by it under theoAainder this Contract
within a period of three (3) months after the Day which the amount
became due and payable.

(c) on thirty (30) Days’ notice to the Contractor ietiContractor is in material default
under this Contract and does not, within that yh{80) Days, remedy the default to
the satisfaction of the Ministry.

(d) If there is more than one Contractor and circuntsararise in which the Ministry
may terminate this Contract, the Ministry may, arcts conditions as it decides,
terminate this Contract only in respect of thattttwse Contractors whose acts or
omissions (or in relation to whom acts, omissiongwents have occurred which)
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have led to such circumstances arising, if:

(1) it is satisfied that the other Contractors didt connive in such acts,
omissions or events, and could not reasonably haea expected to prevent
them occurring;

(i) it is satisfied that it is fair and reasonalddedo so in all the circumstances;
and

(i)  an agreement is made with the other Contngs)do accept the Participating
Interest of the Contractor(s) at fault,

and the majority of the other Contractors agrethi® arrangement subject to such
conditions as may be imposed by the Ministry.

2.6  Other Resources

(@) This Contract applies exclusively to Petroleum &nshall not extend to any
other natural resources which may exist in the @ahtArea. Therefore, the
Contractor is prohibited from using, making goo@ wé or disposing, in any
way and under any title, totally or partially, ofich resources other than
Petroleum.

(b)  Any discovery of any natural resources other thatrdReum such as other
hydrocarbons, minerals and any other natural ressuror items of
archaeological value or interest within the Cortracea shall be notified
exclusively and in writing by the Contractor to thienistry within a maximum
of twenty-four (24) hours. The notice shall be ampanied by all relevant
available data and information in respect of thetavery.

In the case of discovery of any natural resourdierothan Petroleum the
Contractor will be obliged to comply with the ingttions issued by and allow
the performance of the relevant measures as detedny the Ministry or other

competent authorities. While waiting for such iostrons, the Contractor shall
refrain from taking any measures which could putisk or in any way impair

the measures to be taken by the Ministry or otbenpetent authorities with the
discovered natural resources. The Contractor sioalbe obliged to interrupt its
Petroleum Operations, except in cases in whichetliegroleum Operations put
at risk the discovered natural resources.

Any interruption of Petroleum Operations, due esulaly to the discovery of
other natural resources, will have its term comgpua®ed recognised by the
Ministry for purposes of an extension of the rel@vReriod or contract term
under Section 2.3 or the Act.

2.7  Surviving Obligations

(@) Expiration or termination of this Contract for argason, in whole or in part,
shall be without prejudice to rights and obligai@xpressed in the Act or this
Contract to survive termination, or to rights ardigations accrued thereunder
prior to termination. All provisions of this Conttareasonably necessary for the
full enjoyment and enforcement of those accruetitsigand obligations shall
survive termination for the period so necessary.
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(b)  The obligations to Decommission and prevent theseaof pollution by the
Facilities and to clean up such pollution are guaritig obligations and survive
the expiration or termination of this Contract. yAssues that arise out of or in
connection with such Facilities after the cessatibRetroleum Operations shall
be the responsibility of the Contractor. For theoidance of doubt, this
obligation may cease if agreed in accordance \ighAct.

(c) The obligation to give any surplus in the Decommisslg Fund to the
Ministry, is a continuing obligation and survivebet expiration or prior
termination of this Contract.

(d) For the avoidance of doubt, in case of terminatbrihis Contract only in
respect of those persons identified in paragragiie®.letter (a) — (c) above
apply correspondingly.

Article 3 Relinquishment of Areas

3.1 Periodic Relinquishment of Exploration Area

Not later than at the end of the Exploration Peri@tl of the Contract Area other
than Discovery Area and Development and Produchicea shall be relinquished.
Contractor may at any time relinquish voluntarily right hereunder in all or any
part of the Contract Area in accordance with the Ac

No relinquishment shall relieve Contractor fromraed but unfulfiled minimum
expenditure commitment under section 4 of this Gt

3.2 Termination of Contract and Continuing Obligations in respect of
Relinquished Area

(@) This Contract shall terminate in respect of a mdrthe Contract Area which is
relinquished.

(b) For the avoidance of doubt, Section 2.7 appliesespondingly in cases of
relinquishment of all or a part of the Contract &re

3.3 Retention Areas

(@) The Contractor may request the Ministry to deckanetention area in accordance
with the procedures and on such conditions aslatguiin the Act.

Article 4  Exploration Period

4.1  Work Programmes and Budgets

Subject to Sections 4.2 to 4.5 and 4.9, the Cotarahall carry out Petroleum Operations
substantially in accordance with Work Programmaess Buindgets submitted to and approved
by the Ministry in accordance with the Act. Suclpmgval by the Ministry is without
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prejudice to any other obligation or liability dfe Contractor under this Contract.

4.2 Commencement of Exploration

The Contractor shall commence Exploration withktys{60) days of the Effective Date
4.3  Minimum Exploration Work Requirements in Initial Pe riod

In the initial Period (Contract Years 1 to 3), f@entractor shall carry out the Minimum
Exploration Work Requirements (including the minmmexpenditure) specified below:

(@) Description of Work:

Contract Data
Years Evaluation Surveys Wells
1-3 (LIST DATA (LIST Drilling of at least
EVALUATION SURVEYS XXX (X)
AND OTHER AND Exploration Wells,
GEOLOGICAL OTHER to a depth of at least
WORK HERE) GEOPHYSI XXX thousand

CAL WORK  (XXX) metres, true
HERE) vertical depth below
: mudline, with
spudding of such
well to be not later
than thirty (30)
Months after the
Effective Date.

(b) Minimum expenditure:

During the three (3) years Initial Expltima Period, CONTRACTOR shall spend a total of
not less than US Dollars ................... (USs . ) to execute
Geological and Geophysical Studles Selsmlc Actmnsl Processmg and Interpretation
during Year 1 of the Initial Exploration Period,ilbng of XX well during Year 2 of the
Initial Exploration Period, post—well evaluationdadrilling of XX well during Year 2 of the
Initial Exploration Period (or) drilling of XX wedl in the Contract Area during Year 2 and 3
of the Initial Exploration Period and shall complgtperform, unless otherwise agreed, the
type of work as specified in Section 4.3 relatiodritial Exploration Period.

4.4  Minimum Exploration Work Requirements in Second Perod

Subject to Section 4.7, in the second Period (@ahtrears 4 and 5), unless the Contractor
has relinquished all of the Contract Area not beirigevelopment Area or a Gas Retention
Area or Petroleum Retention Area before the sththe fourth (4th) Contract Year, the
Contractor shall carry out the Minimum Exploratigviork Requirements (including the
minimum expenditure) specified below:
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(@) Description of Work:

Contract Data
Years Evaluation

4 and 5 (LIST DATA
EVALUATION
AND OTHER
GEOLOGICAL
WORK HERE)

(b) Minimum expenditure:

Surveys Wells
(LIST Drilling of at least
SURVEYS XXX (X)
AND Exploration Wells,

OTHER to a depth of at least
GEOPHYSI XXX thousand
CAL WORK  (XXX) metres, true

HERE) vertical depth below

Contractor's minimum expenditure for the work reqdi in the second Period shall be

US$ (INSERT AMOUNT)

4.5  Minimum Exploration Work Requirements in Third Peri od

Subject to Section 4.7, in the third Period (Cattttéears 6 and 7), unless the Contractor
has relinquished all of the Contract Area not bairigevelopment Area or a Gas Retention
Area or Petroleum Retention Area before the stathe sixth (6th) year, the Contractor

shall carry out the Minimum Exploration Work Reaanrents (including the minimum

expenditure) specified below:

(@) Description of Work:

Contract Data
Years Evaluation Surveys Wells
6 and 7 Description of Work: Description of Work: Description of
Work:

(LIST DATA (LIST
EVALUATION SURVEYS  Dirilling of at least
AND OTHER AND XXX (X)
GEOLOGICAL OTHER Exploration Wells,
WORK HERE) GEOPHYSI to a depth of at least

(b) Minimum expenditure:
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Contractor’'s minimum expenditure for the work reqdiin the third Period shall be
US$ (INSERT AMOUNT)

4.6  Amendments to the Minimum Exploration Work Requirements

The Contractor may propose to the Ministry altenati to the work activities in the
Minimum Exploration Work Requirements, togetherhnat supporting technical report, and
the Ministry may approve those alterations wheeertvised Minimum Exploration Work
Requirements will result in an amount of finan@apenditure which is equal to or above
the minimum expenditure required for the corresjrogndPeriod, as set out in Sections 4.3
to 4.5, and is, in the reasonable opinion of thaisfiy, technically justified.

4.7  Performance of Exploration

(@) If the Contractor completes the Minimum Exploratidfork Requirements within
the required timeframe for each Period of Explomatto the satisfaction of the
Ministry and upon receipt of proof acceptable te Ministry from the Contractor,
the Contractor shall have a right to proceed to suhysequent Period provided that
the Contractor and the Ministry shall reassess ‘hikie of the Minimum
Exploration Work Requirements for that Period.thé value at that time is more
than the value given as Security under paragraphal.(iv) then Contractor shall
provide the Ministry with additional Security induform and with such content as
is satisfactory to the Ministry for the performanakthe Contractor's Minimum
Exploration Work Requirements under the Work Progree and Budget in that
Period. For the avoidance of doubt, expenditurethef minimum expenditure
amount alone shall not be taken as satisfying theilMim Exploration Work
Requirements.

(b)  The following work does not qualify as fulfillindh¢ Minimum Exploration Work
Requirements and no expenditure incurred carryirglee following work will be
counted towards the minimum expenditure requiremsst out in the Minimum
Exploration Work Requirements:

(1) work carried out prior to the Effective Date;

(i) work carried out after the termination of the Pdray any extension thereof
agreed to in writing by the Ministry;

(i)  work carried out outside the Contract Area;

(iv)  work which is not carried out in accordance with agreed Work
Programme (including as amended in accordanceSdttion 4.6);

(v) Appraisal Wells, seismic surveys or any other Retmo Operations which
are carried out as part of an Appraisal or any wiankied out as part of the
development of a Commercial Discovery in accordamtle Section 4.9; or

(vi)  work which does not qualify as Petroleum Operatiamder this Contract.

(c) Except with the consent of the Ministry, no workanDevelopment Area will be
regarded as Exploration for the purposes of thiscker4, Article 8 and Annex D,
except in respect of a formation deeper than tleédFioncerned and in which no
Discovery has been made.

(d) Any Well required in a Period of Exploration shiaé drilled to such depth as is
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necessary to ensure penetration and allow for tbpep testing of the prospective
zone, even if that requires drilling beyond the imumm depth requirement set out in
the Minimum Exploration Work Requirements, unles$obe reaching such depth
basement is encountered as agreed to and apprgvbd Ministry.

(e)  Additional line kilometres of seismic data and aidaial wells or further drilling
beyond the minimum required in each Period undeMmimum Exploration Work
Requirements may, with the prior approval of thenistry, which will not be
unreasonably withheld, be carried forward to méet minimum obligations for
seismic data or exploration wells, as the case M@y under the Minimum
Exploration Work Requirements for a subsequentddeprovided that such a work
obligation exists in the subsequent Period and Mii@mum Exploration Work
Requirement for each Period (including any precgé®ariod) is fulfilled.

) Subject to paragraph 4.7(g) below, the Contractay rdiscontinue a Drilling
Operation if, in the course of drilling a Well, tl@ontractor determines, in its
reasonable opinion and with the consent of the $ttipj which will not be
unreasonably withheld, that further drilling is heccally impossible or imprudent
because:

(1) further drilling would present an obvious dangergtsas but not limited to
the presence of abnormal pressure or excessiveslogslrilling mud;

(i) impenetrable formations are encountered; or

(i)  Petroleum-bearing formations are encountered wheduire protecting,
thereby preventing planned depths from being reche

(9) If a Well is abandoned due to technical difficudtiender paragraph 4.7(f) above, the
Contractor is not relieved of its obligation to ryaout the required work activities
stipulated as Minimum Exploration Work Requiremeantsl the Ministry shall have
the option of either:

(1) requiring the Contractor to drill a substitute Exption Well at a location
determined by the Contractor with the agreementhef Ministry, to the
depth stipulated in the Minimum Exploration Worledirements for the
corresponding Period; or

(i) where the Ministry agrees with the Contractor thather drilling or a
substitute Well is technically impossible or imgemt and the Contractor is
therefore unable to carry out the required workivaes, waiving the
minimum depth requirement and accepting a paymeht money
corresponding to the amount of outstanding dgllito be determined by the
Ministry, or an independent consultant retainediterbehalf at the cost of
the Contractor, in which case the Contractor walldeemed to have satisfied
the obligation to drill such Exploration Well, supayment (including any
costs of an independent consultant) not to be Reable Costs.

4.8 Consequences of Non-Performance of Minimum Exploradn Work
Requirements

Without affecting the operation of paragraph 4.7{fthe Contractor does not fulfil the
Minimum Exploration Work Requirements for any Pdrighe Contractor shall submit a
report to the Ministry detailing its reasons ane Binistry may, in its sole discretion:

(@) require payment of the amount of the minimum exgenel obligation
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(b)

(€)

4.9

(@)

(b)

(©)

(d)

(€)

4.10

(@)

corresponding to the amount of the unfulfilled waidtivities, to be determined by
the Ministry or an independent consultant retainadts behalf at the cost of the
Contractor, as fulfilment of the Minimum Explorati?Vork Requirements for that
Period, such payment (including any payment toralependent consultant) not to
be a Recoverable Cost;

provided that the Contractor has requested an sixterat least thirty (30) Days

prior to the expiration of the Period and the reasstated in the request are
accepted by the Ministry, and no extension hasipusly been granted for that
Period, extend the period of time in which the Cactor may carry out the

Minimum Exploration Work Requirements for that Peli by up to a maximum of

six (6) monthsor

terminate this Contract and require payment coording to the amount of all
unfulfiled work activities under the Minimum Expltion Work Requirements,
such payment to be determined by the Ministry oriratependent consultant
retained on its behalf (such payment including gayment to an independent
consultant not to be a Recoverable Cost).

Emergency and Other Expenditures Outside Work Progammes and Budgets

Without further approval by the Ministry, the Caattor may over-expend, by the
lesser of fifty thousand United States Dollars (USED,000) or ten percent (10%)
on any line item in an approved Work Programme Bundiget for a Contract Year.

Without further approval by the Ministry, the towi all over-expenditures under
paragraph 4.9(a) under the Work Programme and Budgehat Contract Year
shall not exceed the lesser of one million Unit¢ates Dollars (USD $1,000,000)
or ten percent (10%) of the total expendituredat Work Programme and Budget.

The Contractor shall promptly inform the Ministrf it anticipates (or should
reasonably anticipate) that any such limit in peapg 4.9(b) will be exceeded and
seek an amendment to the appropriate Work Prograameh@&udget.

In determining whether to approve the over-expeme# contemplated at
paragraphs 4.9(a) and (b), the Ministry shall cd&siwhether such increases are
necessary to complete the Work Programme, prowuidadsuch increase is not the
result of any failure of the Contractor to fulfisiobligations under this Contract.

Nothing in this Section 4.9 precludes or excuses @ontractor from taking all
necessary and proper measures for the protectidifiephealth, the environment
and property if there is an emergency (includingignificant fire, explosion,
Petroleum release, or sabotage; incident involNasg of life, serious injury to an
employee, contractor or third party, or seriouspprty damage; strikes and riots; or
evacuation of the Operator's personnel). As soomeasonably practicable, the
Operator will inform the Ministry of the details tfe emergency and of the actions
it has taken and intends to take.

Discovery and Appraisal

In case of a Discovery, the Contractor shall conwih the rules and procedures
for Discovery, Appraisal and, if applicable, deal@wn of Commercial Discovery as
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5.1
(@)

5.2
(@)

(b)

(©)

6.1

(@)

(b)

stipulated in the Act.

Article 5 Development and Production Period

Development Plan

The Contractor shall have the right to commenceelzgment upon approval of a
Development Plan prepared and submitted in accoedaith the Act.

Approved Contracts

The Contractor may not sell or otherwise dispdsdaiural Gas from the Contract
Area other than pursuant to an Approved Contraetsootherwise may be provided
in the Development Plan or in this Contract.

The Contractor may not use any Facilities downstre&the Field Export Point for
transporting, processing, treating, liquefying, risty, handling or delivering
Petroleum other than under the terms of an Appr@@atract.

The Contractor may not amend, waive or fail to erdp any provision of an
Approved Contract without the prior approval of ¥Maistry.

Article 6 Decommissioning

Decommissioning

The Contractor shall prepare and implement theayggr Decommissioning Plan in
accordance with the Act.

Upon the commencement of Commercial ProductionCetractor shall establish

a Decommissioning Fund in accordance with the Aaictv shall be in the form of

an interest bearing escrow account, which is a erwative account yielding a

maximum of one (1) percentage point margin aboeeattnual yield on long-term

United States Treasury Bonds (thirty-year (30) ®noh the name of the Ministry

at a financial institution approved by the Ministi®n a yearly basis, Contractor
shall pay fifty (50) cents in USD per barrel of eduivalent produced into said
Decommissioning Fund. The monies contributed toRBeommissioning Fund as
described in this Section 6.1 shall be chargedea®¥®erable Costs beginning in the
Calendar Year following the Calendar Year in wh@bmmercial Production first

occurs. The interests accumulated in the Decomomssj Fund are neither

Recoverable Costs nor tax deductible and shall dresidered a Miscellaneous
Receipt for the purposes of Clause 2.7 of Annex Al amounts paid into such

Decommissioning Fund shall be certified by an aurdiind conform to the IAS 37

as at the date of signing of this Contract. If 18%is updated or amended during
the term of this Contract the Parties will negatiat good faith as to whether the
new standard will replace the adopted one.
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Article 7 Conduct of Petroleum Operations, Local Content andNatural Gas Use

7.1  Proper and Workmanlike Manner

(@  The Contractor shall carry on Petroleum Operatiang, shall procure that they are
carried on, diligently and in accordance with thet,Applicable Law, this Contract
and Industry Best Practice.

(b) In particular, the Contractor shall carry on Petuoh Operations, and procure that
they are carried on, in such a manner as is redjbyearagraph 7.1(a) to:

(1) protect the environment and potentially affectechl&communities based on
sustainable development and ensure that Petrolepera@ons result in
minimum of ecological damage or destruction oridetntal social impact;

(i) ensure the safety, health and welfare of persoiws affected by Petroleum
Operations;

(i)  manage the Petroleum Operations in a way whichHdragsterm benefits to
Timor-Leste;

(iv)  maintain in safe and good condition and repair, GQoatract Area and all
Facilities and other property, and other works,duse to be used in
Petroleum Operations;

(v) on the earlier of:
(aa) termination of this Contract; and
(bb)  when no longer required for Petroleum Openatio
and, in either case:
(cc) subject to the Decommissioning Plan;

Decommission, remove or dispose of the Facilipesperty and other works
mentioned in paragraph 7.1(b)(iv) and in the Decdssioning Plan and
clean up the Contract Area and make it good and, safd protect and
restore the environment in accordance with the Begissioning Plan;

(vi)  control the flow and prevent the waste or escapeedfoleum, water or any
product used in or derived by processing Petroleum;

(vii)  prevent the escape of any mixture of water oridglfluid with Petroleum;
(viii)  prevent damage to Petroleum-bearing strata in idmithe Contract Area;
(ix)  except with the prior consent of the Ministry, kesggparate:

(@aa) each Reservoir discovered in the Contract;faed

(bb)  such of the sources of water discovered inGbatract Area as the
Ministry directs;

x) prevent water or any other matter entering any Regethrough wells in
the Contract Area, except when required by, anddcordance with, the
Development Plan and Industry Best Practice;

(xi)  minimise interference with pre-existing rights aactivities, including the
rights of potentially affected local communitiesavigation, fishing and
other lawful offshore activities; and
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(©)

7.2

(@)
(b)

7.3

(xii)  toremedy in a timely fashion any damage causédet@nvironment.

Notwithstanding anything elsewhere contained is ®ontract, the Contractor shall
clean up pollution resulting from Petroleum Operasi to the satisfaction of the
Ministry and other relevant authorities, and méet ¢osts of so doing to the extent
done by anyone else (including the Ministry).

Access to Contract Area

Subject to this Contract and Applicable Law, thenCactor may enter and leave the
Contract Area at any time for the purposes of Fetira Operations.

The Contractor shall ensure that persons, equipmedtgoods do not enter the
Contract Area without meeting the lawful entry regments of Timor-Leste, and
shall notify the Ministry of all persons, vessetsicraft, vehicles and Facilities
entering or leaving the Contract Area for the psgsoof Petroleum Operations.

Health, Safety and the Environment

The Contractor shall safeguard a high level of theand safety in Petroleum
Operations and shall implement such health andysafeasures to ensure the hygiene,
health and safety of relevant personnel as is requby Applicable Law as varied,
amended, modified or replaced from time to time.

7.4

(@)

(b)

(©)
(d)

(€)

Local Content

The Contractor shall comply with the Local Contéhtbposal and local content
requirements stipulated in Applicable Law.

If the Contractor considers on reasonable grouhdsthe Local Content Proposal
needs to be varied, it shall submit its reasorthedMinistry together with a revised
proposal dealing with the training and employmenamd the acquisition of goods
and services from Timor-Leste nationals (“Revisedcdl Content Proposal”),

according with the Act. .

The Ministry will notify the Contractor whether @pproves the Revised Local
Content Proposal within thirty (30) days of receipt

Where the Ministry does not approve a Revised Ldgahtent Proposal, the
Ministry shall notify the Contractor of:

(1) the reason for the decision; and

(i) the measures that the Contractor is required ® fiatkthe Revised Local
Content Proposal to be approved.

The Contractor who receives notification pursuanparagraph 7.4(d) shall amend
the Revised Local Content Proposal in accordantle the measures specified by
the Ministry and resubmit the amended Revised LdCahtent Proposal for
approval.
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)] The Ministry shall notify the Contractor whether approves an amended
Revised Local Content Proposal pursuant to paragrap (e) within thirty (30)
days of receipt and the procedure set out in papigr 7.4 (d) and (e) shall
apply to the amended Revised Local Content Proposal

7.5 Contributions

(@  The Contractor shall make the following annual pagts, at its own expense and
not as a Recoverable Cost, within one (1) monthhef Effective Date of this
Contract and thereafter within the first month atle Contract Year in respect of
the following items:

(1) A training contribution to the University of and/ or
such institution as the Ministry may direct for fireancing of training of
nationals of Timor-Leste in appropriate fieldsstfidy associated with
the energy sector as follows:

(aa) payment of for the first year of this Contract
and increasing at a rate of four percent (4%) pdei@ar Year until
Commercial Discovery;

(bb) in the event of a Commercial Discovery the amotnailsncrease to
in the year following Commercial Discovery
increasing by four percent (4%) per Calendar Yedit Commercial
Production from the first Development Area undes tontract; and

(cc) where the first Development Area under this Contres initiated
Commercial Production, the payments under this graph 7.5(a)
shall become zero point twenty-five percent (0.2%%)he value of
Contractor’s share of Profit Petroleum on a monbagis.

(i) A research and development contribution for tharising of Petroleum
related research and development activity as falow

(aa) for the first year of this Contract and increasing
at a rate of four percent (%) per Calendar Yeail @ammercial
Discovery;

(1) in the event of a Commercial Discovery the amourslls
increase to in the year following
Commercial Discovery increasing by four percent (%)
Calendar Year untii Commercial Production from first
Development Area under this Contract; and

(i) where the first Development Area under this Comtitaas
initiated Commercial Production, the payments unthes
paragraph (ii) shall become zero point twenty-fiyercent
(0.25%) of the value of Contractor’s share of RiB&troleum
on a monthly basis; and

(i) A bonus of to be used for teehrassistance
and/or equipment to be used by the Government wfoffiLeste and
payable as directed by the Ministry either:
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(aa) in cash within one (1) month of the Effective Dafethis Contract;
or

(bb) in technical assistance and /or equipment to d tiatisvered cost of

, such technical assistance aadlopment to

be delivered to the Ministry within three (3) mostbf the date that a
list of such technical assistance and /or equiprizeagreed between
the Ministry and the Contractor.

(b)  The Contractor shall fund the award of scholarslgpghe training of nationals of
Timor-Leste in appropriate fields of study assaatvith the energy industry. The
value of such funding shall be r Qadendar Year for the first
year of this Contract and increasing at a rateoaf percent (%) per Calendar Year
for each following Calendar Year for the term agt@ontract.

7.6 Natural Gas Use

@) The Contractor shall use with priority any Natu&als in the Contract Area for the
purpose of increasing the recovery of Petroleuneretindustry Best Practice
indicates that the use of Natural Gas for this psegs required.

(b) The Contractor may use free of charge any Natuaal iG the Contract Area for
Petroleum Operations.

(c) The Contractor shall have the right to export argrihdtable Natural Gas, produced
from the Contract Area and treated as LNG. Sucbhmelshall consist of:

(1) the Contractor's Cost Recovery Natural Gas; and
(i) the Contractor's Profit Natural Gas.

(d)  Where the Contractor intends to export the MarKkethlatural Gas as LNG, any
LNG facilities which the Contractor constructs anerates for this purpose shall:

(1) be constructed and operated on the basis of a aep&NG export
agreement to be negotiated in good faith betweenQbntractor and the
Ministry; and
(i) if practicable be made available for use bydlparties.
(e) Except with the consent of the Ministry, or in anezgency, immediately following
which the Contractor will report to the Ministryetlletails of such emergency, the
Contractor shall not flare Natural Gas.

Article 8 Recoverable Costs
8.1 Generally

(@) Each Contractor’'s accounts shall be prepared andtanrzed in accordance with
Annex D.

(b) Only costs and expenses incurred by the Operatocaimying on Petroleum
Operations, including additions to the Decommissigri-und, and (unless there is
only one Contractor and the Contractor is the Gpergroperly charged to the
Contractor under an agreement made between theragprdved by the Ministry,
are Recoverable Costs, but without prejudice toathgr provision of this Contract
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which would result in any such cost or expensebeotg a Recoverable Cost.

(c) Upon evidence showing any cost to be uncompetitive,Ministry has the right to
disallow it as a Recoverable Cost.

(d) Subject to Annex D and the auditing provisions ok tContract, Contractor shall
recover costs and expenses duly verified in acomelavith Article 8 of this Contract
in respect of the Petroleum Operations hereundeall éivailable Crude Oil and/or all
Available Natural Gas from the Contract Area ("CBscovery Crude Oil" and/or
"Cost Recovery Natural Gas").

8.2 Recoverable Costs
Subject to Annex D, in any Calendar Year, RecoMer@lmsts are the sum of those of the
following that are not Ineligible Costs:
(@  the sum of:
(1) Recoverable Exploration Costs;
(i) Recoverable Appraisal Costs;
(i)  Recoverable Capital Costs; and

(b)  Contributions to the Decommissioning Fund allowabie that Calendar Year
without taking into account the interests accruinghe Decommissioning Fund,;
and

(c) Recoverable Costs in the previous Calendar Yeathe extent in excess of the
value of the Contractor’s share of Petroleum unpiaragraph 9.1(b)(i) in that
previous Calendar Year; and

(d) a Quarterly amount equal to the product of the ddtéJplift and the Quarterly
balance of outstanding Recoverable Costs,

less Miscellaneous Receipts and less any dedugtianssiant to paragraph 9a).

Article 9 Sharing Of Petroleum
9.1 Determination of Shares
In each Calendar Year, the Parties shall take andive the following shares of every

grade and quality of Petroleum as and when it isveled at the Field Export Point:

(@) the Ministry share of royalty for crude and natugaé as the wellhead revenue before
cost recovery shall be based on the following table

Barrel Oil Per day Royalty
0-10,000 6%
10,001-25,000 8%
25,001-50,000 10%
50,001-75,000 12%
Above 75,000 14%
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Million Cubic Feet per day Royalty
0-60 4%
61-150 6%
151-300 8%
301-500 10%
Above > 500 12%

(b) the Contractor:

(i)

(ii)

the remaining gross income after the first shamgsaragraphs 9.1 (a)(i) and
not more than is equal in value to Recoverable iustthe Calendar Year
concerned; plus

it is share of any Profit Petroleum as set outaragraph 9.1(c).

(c) The remaining Available Petroleum including anytmor of Cost Recovery Crude
Oil or Cost Recovery Natural Gas not required teecaosts (hereinafter referred to
as "Profit Crude Oil" and/or "Profit Natural Gashd collectively as "Profit
Petroleum”) shall be allocated between the Miniatrgl Contractor as follows:

(i)

(ii)

Contractor's share of Profit Petroleum shall be rdrmaining portion after
deducting the Ministry’s share in accordance wiié provisions of paragraph
9.1(c)(ii).

The Ministry’s share of Profit Crude Oil or ProRatural Gas for a Calendar
Month from the Contract Area shall be determinepasately for Crude Oil

and Natural Gas by reference to the applicableepciass in the relevant
table(s) detailed in paragraphs 9.1(c)(iii) and).(iVhe relevant price class
shall be determined using the value of Profit Cr@ileand Profit Natural Gas
calculated in accordance with Chapter 14 of theuReimn.

(i) Ministry ’'s share of Profit Crude Oil (%)
The Ministry’s share of Profit Crude Oil shall betermined each Calendar
Month based on each of the percentages in the hhaidey.
Production Tier Crude Oil Price Class

A B C D E

Production up to

10,000 B/D

35 40 45 50 50

Production in
excess of 10,000
B/D and up to 25,000 B/D 35 40 45 50 50

Production in
excess of 25,000
B/D and up to 50,000 B/D 40 45 50 55 55

Production in
excess of 50,000 B/D
and up to 75,000 B/D 45 50 55 60 60
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Production greater than

75,000 B/D

Where:

50 55

B/D refers to Barrel of Oil per Day

(iv)

60 65 65

Crude Qil Price Class

Where:

Price Class A refers to the Ministry’s share faCraude Oil price less than or

equal to USD 40.00 per Barrel.

Price Class B refers to the Ministry’s share faCraide Oil price greater than
USD 40.00 per barrel but less than or equal to 88DO0 per Barrel.

Price Class C refers to the Ministry’s share fa€rade Oil price greater than
USD 60.00 per barrel but less than or equal to 88DO0 per Barrel.

Price Class D refers to the Ministry’s share faCraide Oil price greater than
USD 80.00 per barrel but less than or equal to U8MO0 per Barrel.

Price Class E refers to the Ministry’s share fa€rade Oil price greater than

USD 100.00 per Barrel.

The Ministry’s share of Profit Natural Gas shall be determinech eaonth
based on each of the percentages in the table below

Production Tier

A
Production up to
60 MMcfd 35
Production in
excess of 60 MMcfd and
up to 150 MMcfd 35
Production in
excess of 150 MMcfd
and up to 300 MMcfd 40
Production in
excess of 300 MMcfd
and up to 500 MMcfd 45

Production greater than
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500 MMcfd 50 55 60 65 65
Where:

MMcfd refers to millions of cubic feet per day
NaturalGas Price Class

Where:

Price Class A refers to Ministry’s share for a NatuGas price less than or
equal to USD 4.00 per Mcf.

Price Class B refers to Ministry’s share for a MaltuGas price greater than
USD 4.00 per Mcf but less than or equal to USD 16Nbef.

Price Class C refers to Ministry’s share for a MatGas price greater than
USD 6 per Mcf but less than or equal to USD 8.00Nbef.

Price Class D refers to Ministry’s share for a NMaltuGas price greater than
USD 8 per Mcf but less than or equal to USD 1(e0McH.

Price Class E Natural Gas refers to the Ministsyiare for a Natural Gas price
greater than USD 10.00 per Mcf.

(d) Non-associated Gas projects shall benefit fromsaadint of twenty percent (20%)
on the amount of the Supplemental Petroleum Tagpasified in the Taxes and
Duties Act.

9.2  Option of the Ministry

(@) Unless the Ministry elects otherwise pursuant tcageaph 9.2(b), the Contractor
shall take and receive, and dispose of, in comm@as with their own share and
on terms no less favourable to the Ministry thas @ontractor receives for its own
share, all of the Ministry’s share of Petroleum.

(b)  The Ministry may make an election to take and sapér dispose of the Ministry’s
share of Petroleum. Unless the Contractor otheraggees, which agreement will
not be unreasonably withheld, the Ministry may smelect other than:

(i) inrespect of all, or the same percentage of alljmor-Leste’s shares of
Crude Oil for and throughout each Calendar Yeamnairiess than ninety (90)
days prior written notice to the Contractor beftre start of the Calendar
Year concerned; and
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9.3

(@)

(b)

9.4

(@)

(b)

(©)

(d)

9.5

(@)

(b)

(i) in respect of Timor-Leste’s share of Natural Gag;annection with its
approval of the Development Plan.

Lifting

Subject to this Contract, each Contractor may diispose of its share of Petroleum
and retain the proceeds from the sale or otheodigpn of that share. Any export
project shall require prior approval of the Minystr

The Contractor and the Ministry shall, from tineetime, make such agreements
between them as are reasonably necessary, in aocerdwith Industry Best
Practice, for the separate lifting of their shasERetroleum.

Title and Risk

Petroleum shall be at the risk of the Contractatil unis delivered at the Field

Export Point. Without prejudice to any obligationl@ability of the Contractor as a

consequence of a failure of the Contractor to cgmyth their obligations under

this Contract (including Section 7.1), Petroleumchhs lost after it is recovered at
the well-head, and before it is delivered at threld~Export Point, shall be deducted
from each Contractor's Recoverable Costs underobegil.

Title in the Contractor’s share of Petroleum sipals to it when (and risk therein
shall remain with the Contractor after) it is deligd at the Field Export Point.

Title in the Ministry’s share of Petroleum taken dyontractor pursuant to Section
9.2 shall pass to the Contractor when (and risketheshall remain with the
Contractor after) it is delivered at the Field Extd@oint.

Each Contractor shall defend, indemnify and holdnie@ss the Ministry in
accordance with the provisions of Section 20.2 #red Act from and against all
claims and demands asserted in respect of Petrolgugnein the risk is with the
Contractor.

Payments

Unless the Ministry has made an election undergraph 9.2(b), the Contractor
shall pay to the Ministry an amount equal to thenistry's share of all amounts
received by the Contractor for the Petroleum withinty six (36) hours of receipt.

In the event that the Contractor has not receiaanent for Petroleum within sixty
(60) days of production, it nonetheless will makeravisional payment to the
Ministry of the estimated value of the Ministrylsase of such Petroleum.

Article 10 State Participation

10.1

(@)

Elections

Timor-Leste may decide to participate in PetroleDperations at two (2) times for
any Development Area in the Contract Area, asaebélow in paragraphs 10.1(b)
and 10.1(c).
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(b) Timor-Leste may, within six (6) months of a dectama of Commercial Discovery,
decide to participate in the Development of Petmlethrough a State-Owned
Contractor. The Participating Interest which Tirh@ste may elect to take under
this paragraph 10.1(b) may be any percentage bpttehall not exceed twenty (20)
percent.

(c) Timor-Leste may, within ninety (90) days after Coeroial Production, decide to
participate in the Production of Petroleum throagBtate-Owned Contractor. The
Participating Interest which Timor Leste may elextake under this Article 10.1
(c) when combined with that, if any, taken undetidde 10.1 (b) shall not exceed
twenty (20) percent.

(d) The decision under paragraphs 10.1(b) and undet(dOshall specify the
Participating Interest which Timor-Leste intendgd&e, according to the principle
that taken together these two Participating Intsreannot exceed a maximum of a
total twenty (20) percent Participating Interest.

10.2 Participation

(@) The State-Owned Contractor shall be responsiblalfasf its own costs in respect
of the Petroleum Operations covered by the appr@eeklopment Plan. For the
avoidance of doubt, the State-Owned Contractorscieating Interest in respect of
the remainder of the Contract Area shall be caraied paid for by the Contractors
(other than the State-Owned Contractor) in proportito their respective
Participating Interests (not including the Stater@d Contractor's) until such time
as the State Owned Contractor elects to convertdtsied interest into a full
working interest in accordance with Section 10.1.

(b) If the State-Owned Contractor elects to convertcdsried interest to a working
interest, the Development costs, expenditures dnidyations incurred by the
Contractor (other than the State Owned Contradtorglation to the State Owned
Contractor’s carried Participating Interest shallrbimbursable by the State-Owned
Contractor. For the avoidance of doubt, the Staten€d Contractor shall not
reimburse any Exploration costs whatsoever butState Owned Contractor will
reimburse its proportionate share of Developmestscout of the Ministry’s profit
sharing share as defined in Article 9.1. The S@uered Contractor may within
thirty (30) days of the Contractors presentatiorawfamount to be reimbursed by
the state-owned Contractor, request that an auull e performed by an
independent third party in order to verify the amiu

(c) The Contractor is bound by its commitment in itddang proposal pursuant to the

Act to assist the State-Owned Contractor to seftoamcial and technical capacity
in fulfilling its obligations in this Article 10.

Article 11  Supply of Crude Oil and Natural Gas to Timor-LesteDomestic Market

11.1 Domestic Market Obligation

Notwithstanding paragraph 9.3 (a), the Ministry maguire the Contractor to supply Crude
Oil and Natural gas to the Timor-Leste domestickegin accordance with the Act.

Model PSC under theetroleum Act
Page 32



11.2 Calculation of Domestic Supply Obligation

(@ The Contractor’ obligation to supply Crude Oil addtural gas for domestic
purposes shall be calculated in any Calendar Ye&ol@ws:

(1) the total quantity of Crude Oil or natural gas proed from the Contract
Area is multiplied by a fraction the numerator dfigh is the total quantity
of Crude Oil or Natural gas to be supplied purswamaragraph 11.1(a) and
the denominator is the entire Timor-Leste productbdCrude Oil or
Natural gas from all Contract Areas;

(i) twenty-five (25) percent of the total quantity afude Oil or Natural Gas
produced from the Contract Area is calculated;

(i)  the lower quantity computed under either paragddpB(a)(i) or
paragraph 11.2 (a) (ii) is multiplied by the peragre of production from the
Contract Area to which the Contractor are entilegrovided under
Article 9 of this Contract.

(b)  The quantity of Crude Oil or Natural gas computadear paragraph 11.2(a)(iii)
shall be the maximum quantity to be supplied byGbatractor in any Calendar
Year pursuant to this Article. Deficiencies, ifyashall not be carried forward to
any subsequent Calendar Year. If for any CaleMeéar, Recoverable Costs exceed
the difference of total sales proceeds from CrudeNatural gas produced and
saved hereunder minus the royalty as provided umaiegraph 9.1(a)(i) hereof, the
Contractor shall be relieved from this supply oatign for such Calendar Year.

(c) The price at which such Crude Oil or Natural gaaldbe delivered and sold under
this Article 11 shall be the price as determinedanordance with the Regulation
Chapter 14.

(d)  The Contractor shall not be obliged to transpochsQrude Oil or Natural beyond
the Field Export Point, but upon request by theistiy, the Contractor shall assist
in arranging transportation and such assistandetshavithout cost or risk to the
Contractor.

Article 12 Contractor Operation Account and Payments

12.1 Contractor Operation account during operation @f petroleum contract shall be
maintained at local commercial bank. All transag$ian relation to petroleum
operation shall through the local commercial bestablished in Timor Leste.

12.2 Fees

The Contractor shall pay to the Ministry all feesl ather payments as provided for in the
Act or under this Contract.

12.3 Payment Mechanism

All payments under this Contract shall, unless tise prescribed, be made in United
States Dollars. Unless otherwise prescribed oreajrall payments shall be made within
ten (10) Days after the end of the month in whicé obligation to make the payment is
incurred to a bank specified by the Party to whbengayment is due.
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12.4 Late Payment

Any amount not paid in full when due shall beaeirest, compounded on a monthly basis,
at a rate per annum equal to one (1) month terBOR (London Interbank Offer Rate) for
United States Dollar deposits, as published in loondy the Financial Times or, if not so
published, then as published in New York by The V8&leet Journal, current from day to
day, plus five (5) percentage points, on and frbendue date for payment until the amount,
together with interest thereon, is paid in full.

12.5 Minimum Payment

If this Contract is terminated for any reason beftbre end of the third 3 Contract Year,
the Contractor shall, on such termination, payth® Ministry, those fees and payments
which it would have so paid under Section 12.Jeifrtination had not occurred until the
end of the third (8) Contract Year.

Article 13 Procurement of Goods and Services

(@) The Contractor shall comply with the procuremenuieements established in the
Act.

(b) Costs for goods and services procured on otheraharm’s length basis, the price
payable for which is in excess of one hundred tanddJnited States Dollars
(USD 100,000.00), shall be established in accorglanth the provisions of Annex
D.

Article 14 Title to Assets

14.1 Ownership of Assets

Subject to Section 14.3, ownership of any assegthdr fixed or moveable, acquired and
owned by the Contractor in connection with PetroleQperations hereunder shall pass to
the Ministry without consideration when the partloé Contract Area in which the asset is
located is relinquished or at the end of the tefnthis Contract, whichever first occurs,
except in cases where the Ministry notifies the tGuntor that it does not accept the
particular asset. Where the Ministry elects ndiate a particular asset the Contractor shall
carry out the approved Decommissioning Plan antl Badree to dispose of the asset.

14.2 Production beyond the Term of this Contract

Where Production from a Development Area is posdiglyond the term of this Contract,

the Contractor shall hand over to the Ministry wiih consideration such Development
Area and all Facilities and other property requif@dcarrying out existing operations, in

good working order, normal wear and tear exceptgbn the transfer of said Development
Area and related Facilities, the Ministry shalliasg all responsibility for the Facilities and

other property and their Decommissioning and hblkl €ontractor harmless against any
liability with respect thereto accruing after thatel of such transfer to the Ministry but
without prejudice to any obligations or liabilitieccrued by Contractor prior thereto
including but not limited to the obligation to Denmission.
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14.3 Moveable Property

Subject to Section 14.2, whenever the Contractorq@ishes any part of the Contract
Area, all moveable property located within the mdrthe Contract Area so relinquished,
may be removed to any part of the Contract Aretittha been retained.

14.4 Rented or Leased Materials, Facilities, or Other Poperty

(@ The Contractor shall procure that the Ministry lths right to purchase at fair
market value or to lease on terms and conditiondess favourable than those
which apply to the Contractor, any Facilities, aider property that are rented or
leased to the Contractor or which belong to emmeyef the Contractor, provided
that the ownership of any such item by other thia@ Contractor is clearly
documented with the Ministry at the time of entngoi Timor-Leste or of local
acquisition (“Leased Properties”).

(b) If the Ministry elects not to purchase or lease ahyhe Leased Properties, the
provisions of Sections 14.1 and 14.2 shall notyappthose Leased Properties.

14.5 Moving of Property

In the event the Contractor wishes to move propedated on the Contract Area but no
longer used in Petroleum Operations to anothetitmtavithin Timor-Leste for further use
prior approval of the Ministry shall be requirééoon receipt of such approval the
Contractor shall pay to the Ministry either:

(@ an amount equal to a transfer price mutually agtgexh by the Parties, or

(b) if no price is agreed and the Contractor still wisiho move the property as provided
herein, an amount equal to the percentage of teeatsuch property that has been
recovered by the Contractor as a Recoverable Gaigruhis Contract as of the date
such property is moved multiplied by the depreciatalue of the property
determined in accordance with this Contract anernational accounting standards.

14.6 Other Uses of Property

In the event the Contractor desires to use propedsted within the Contract Area for
Petroleum Operations not related to the ContraetaAhe prior approval of the Ministry
shall be required. The terms and conditions undecmthe property shall be used for such
purpose shall be subject to the approval of theiditin

Article 15 Dispute resolution

15.1 Application of this Article

Any dispute between the Parties under this Conslaall be dealt with in accordance with
this Article 15.

15.2 Notice of Dispute

The Party claiming that a dispute exists must dghe other Party written notice of such
dispute, together with details of that dispute.
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15.3 Elevation of Dispute

(@) If the dispute is not settled by the Parties witthinty (30) Days of written notice of
the dispute, it will be referred to, on the parttbé Contractor, the most senior
executive of the Contractor resident in Timor-Lestel on the part of the Ministry,
a senior executive of the Ministry. Those seniaaitives will use all reasonable
endeavours, acting in good faith, to negotiatesaltgion of the dispute.

(b) If the senior executives of the Parties resolve dispute, that resolution will be
documented and signed by the Parties within fift€Es) Days of reaching that
resolution.

15.4 Arbitration

(@) If the dispute has not been resolved under paragt&B(a) within thirty (30) Days
(or such longer period as agreed by the Partiesif, mo document recording the
resolution is signed under paragraph 15.3(b) witfifteen (15) Days of a
resolution, the parties shall refer the disputadaitration, in accordance with this
Section 15.4.

(b) Arbitration between the Ministry and a Contractbal§ as agreed by the Ministry
and Contractor, be conducted in accordance with:

(1) the 1965 Washington Convention, or the regulatiansl rules, of the
International Centre for the Settlement of InvesimBisputes (ICSID)
between States and Nationals of other States; or

(i) the rules set out in the ICSID Additional Facilagopted on 27 September
1978 by the Administrative Council at the ICSID Wweén States and
Nationals of other States, whenever the foreigntyeioes not meet the
requirements provided for in Article 25 of the 198%shington Convention;
or

(i)  the rules of such other international instancesegbgnised standing, (as
agreed by the Parties, in respect of the conditifmmsimplementation,
including the method for the designation of theteasbors and the time limit
within which the decision must be made).

(c) The place of arbitration shall be Singapore. Tinglege of the arbitration shall be
English.

15.5 Commercial Arrangement and Waiver of Sovereign Immunity

(@) This Contract is a commercial agreement.

(b) Both the Ministry and the Contractor waive any mldd sovereign immunity which
they may have, both as to process and execution.

15.6 Obligations Continue During Dispute Resolution
The obligations of the Parties under this Contshll continue pending the resolution of
any dispute under this Article 15.
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Article 16 Reports, Data and Information
16.1 This Contract

(@) This Contract is not confidential, and data opinfation relating to the Contract shall
not be treated as confidential other than as eglyrgsovided in Applicable Law or
paragraphs 16.3(e) and 16.4(d) below.

(b) A copy of this Contract shall be made availableth®y Ministry at its central office for
inspection by the public during normal office hauf#is is in addition to the copy
which the Ministry is required to make availablethe public in the public register
according to Article 30(1)(a)(i) of the Act.

16.2 Reports and Records

In addition to any obligation in this Contract arApplicable Law to provide information to
the Ministry, the Contractor shall provide the Mimy, on a monthly basis, with a report
detailing the Operational Information, (“Operatibinformation Report”).

16.3 Ownership and Use of Project Data and Operationalriformation

(@) Timor-Leste has title to all data including Proj8ata, Operational Information and
Operational Information Reports and, to the extetdessary, the Contractor hereby
assigns all of its rights, including copyright, the Project Data, Operational
Information and Operational Information Reportshe Ministry and agrees to do
all things necessary and to execute all documesttessary to so assign ownership
(including of copyright).

(b) Subject only to the limitations set out Applicahl@w and paragraph 16.3(e) below,
the Ministry may publish or disclose or make susk as it wishes of any Project
Data, Operational Information, Operational Inforroat Reports and any other
reports, plans and records provided to it by thatator.

(c) Nothing in this Article 16 prevents the Ministrying any data and information
(including that contained in Project Data and Ofienal Information) for the
purpose of general statistical and other genepalrteng (public or otherwise) on its
activities.

(d) The Operational Information is not confidential amdy be made available to the
public by the Ministry as it elects or as requestader Article 30(3)(b) or 30(4) of
the Act.

(e)  The Ministry shall not publicly disclose or makeadable, other than as required by
the Act or for the purpose of the resolution ofpdi®s under this Contract, any of
the Project Data until the earliest of:

(1) [two (2) years] after it was acquired by the Coctiva, unless the Parties
agree in writing to a different period of time, notexceed five (5) years;

(i) in respect of Project Data which is included inrelates to a Development
Plan, approval of that Development Plan;
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(i) in respect of Project Data which relates to a qelished area,
relinquishment of that area,;

(iv)  this Contract ceasing to apply for any reason taraa, in respect of Project
Data which relates to that area; or

v) expiration or termination of this Contract.

) The Contractor may only use the Project Data ferPRletroleum Operations or for
an application for an Authorisation, unless it adagprior written consent from the
Ministry.

(9) The Contractor shall not disclose the Project #ter than:

(1) to its employees, agents, contractors and affditdethe extent necessary for
the proper and efficient carrying on of Petroleumpe@tions and provided
that, prior to disclosure, that person has agreed nmtaintain the
confidentiality of the Project Data on the samenteas the Contractor;

(i) as required by any law applicable to the Contractor
(i)  for the purpose of the resolution of disputes unkdisrContract; or
(iv)  asrequired by a recognised stock exchange.

(h) Except with the prior written consent of the Mimstor as required by Applicable
Law, provided that the Contractor has provided adegrior notice to the Ministry
sufficient to allow the Ministry to object, a Coattor may not sell or disclose any
Project Data or Operational Information or any otth@a or information relating to
the Petroleum Operations.

(1) Any copies of, additional samples of or other mateelated to, the Project Data
that has been reproduced for use in Petroleum @pesashall be returned to the
Ministry upon termination of Petroleum Operatiohseguested by Ministry.

() The non-disclosure obligations set out in paragsal3 (e) above do not apply to
any piece of Project Data which a Party can showr isecomes part of the public
domain, other than by a breach of this Contrach aespect of which the Ministry
or other government agency of Timor-Leste determitat the public interest in
disclosure outweighs any interest in maintainingfictentiality.

16.4 Contractor Confidential Information and Contractor Developments

(@) The Contractor shall own all Contractor Developreent

(b)  The Contractor shall, subject to paragraph 16.4¢hw, disclose to the Ministry all
Contractor Developments as soon as practicable tifey are made and hereby
grants an irrevocable, royalty-free licence to Mmistry to use the Contractor
Developments for the purpose of conducting thedRaim Operations under this
Contract.

(c) At the request of the Ministry, the Contractor $kigdcuss in good faith the grant of
a licence to the Ministry to use the Contractor &epments for any purpose
whatsoever within Timor-Leste, such use to be ratgat on a competitive and fair
market basis.

(d) The Ministry agrees to maintain as confidential antlto disclose to any third party
the Contractor Confidential Information or the Qawtor Developments other than
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as required by the Applicable Law or for the pugo$ the resolution of disputes
under this Contract.

(e) The confidentiality obligations set out in paradrd®.4(d) above shall not apply to
any information or part thereof which:

(1) Is or becomes part of, the public domain otherviien by breach of this
Contract;

(i) is lawfully obtained by the Ministry from anotherenson without any
restriction as to use and disclosure; or

(i)  was in the Ministry’s possession prior to disclesto it by the Contractor,
or

(iv)  the Ministry serves notice on the Contractor raqgirit to show cause,
within the time specified in the notice, as to wilyat Contractor
Confidential Information should still be subject the confidentiality
obligations in paragraph 16.4(d) and the Contractorany of them do not
show cause within that time.

16.5 Right to Attend Meetings

(@) Pursuant to the Act, representatives of the Mipistrthe Autoridade Nacional do
Petréleo shall be entitled to attend, as obserwerany meetings of committees or
groups established in connection with the Petrolé)ymerations of the Contractor
under this Agreement.

(b) At the the Ministry’s or Autoridade Nacional do Fd¢o request, the Contractor
shall arrange for the transportation of any oftlepresentatives from their places
of work to and from the places where the meetingsta be held, and shall also
provide accommodation. The associated expenditina@l foe borne by the
Contractors and is not a Recoverable Cost.

16.6 Public Statements

An Operator or Contractor may only make public estant about this Contract or the
Petroleum Operations in accordance with Applicdlale or as required by any law or the
rules of a recognised stock exchange.

Article 17 Management of Operations
17.1 Operator
The appointment or change of an Operator by thetr@cor is, pursuant to the Act,

subject to prior approval by the Ministry.

17.2 Constitution of Committee

For the purpose of this Contract there will becanittee consisting ok | representatives
from the Ministry, one of whom shall be the chaimmaand the same number of
representatives from the Contractor, and if thexremiore than one Party comprising

Model PSC under theetroleum Act
Page 39



Contractor, at least one representative from eawttr&ctor, as nominated by the Ministry
and the Contractor, respectively. For each of égresentatives, the Ministry and the
Contractor may nominate an alternate to act iratieence of the representative.

17.3 Meetings

(@  The Committee will meet at least twice in each yrdhe Ministry’s offices or such
other place as the Ministry may advise upon theretaan giving thirty (30) Days
notice thereof to discuss matters related to RairolOperations. There shall be at
least one meeting of the Committee for each ofdhewing purposes:

(1) initially, determining the process under which t@entractor will submit
Work Programmes and Budgets to the Ministry forrapal, in accordance
with Article 4.

(i) examining the Minimum Exploration Work Requiremenésd their
progress, as well as the Work Programme and Budgetthe following
years which the Contractor is required to submiteurthe Act; and

(i)  reviewing any proposed or agreed amendments tMihienum Exploration
Work Requirements or Work Programmes and Budgets;

(iv) reviewing the progress of Petroleum Operationseuride current Work
Programmes and Budgets.

(b)  The Contractor or the Ministry may request a mgetihthe Committee at any time
by giving written notice to the chairman. Such oetshall include a full description
of the purpose of the meeting. The chairman shalieupon call such meeting by
giving thirty (30) Days notice thereof.

Article 18 Third Party Access

(@  The Contractor shall, in accordance with the Acgvpe for third party access to
the Facilities and other property within the CootrArea on reasonable terms and
conditions.

Article 19 Books of Account, Financial Report, Audit, and CosWerification
19.1 Arm’s Length Transactions

A transaction meets the arm’s length standardeifréisults of the transaction are consistent with
the results that would have been realized if th tharty has engaged in the same transaction
under the same or identical circumstances. An arlaigth transaction result may be
determined under any method without requestingraotur to establish the inapplicability of
other method, but if another method is subsequeshtbyvn to produce a more reliable measure
of an arm’s length result, such other method mestiked Except as otherwise agreed in
writing between the Ministry and the Contractor] fhnsactions giving rise to
revenues, costs or expenses which will be creditecharged to the books, accounts,
records and reports prepared, maintained or sutuhitereunder shall be conducted at
arm's length or on such a basis as will assurealhauch revenues will not be lower
and costs or expenses will not be higher thanrternational market price for goods
and services of similar quality supplied on similerms prevailing in South and South
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East Asia at the times such goods or services werdgracted by Contractor for
transactions conducted at arm's length on a cotiyeetiasis with third parties.

19.2 Maintenance of Books

The Contractor shall maintain in Timor-Leste, ic@dance with Annex D, books of
account and all such other books and records ameressary to show the work
performed under this Agreement, the costs incuamd the quantity and value of all
Petroleum produced and saved from the Contract Areh not used in Petroleum
Operations. Records and books shall be maintamede of the official languages of
Timor-Leste and the English languages.

19.3 Audit of Contractor’s financial statements and taxreturns

Each Contractor shall have all of its tax finan@ttements and tax returns for each
Calendar Year audited in accordance with internalicauditing standards by an
independent auditor appointed by the respectivetr@ctor and approved to carry out
such audits by the appropriate authority of eachimior-Leste. The reasonable cost of
retaining such auditor shall be borne by the respedContractor and shall be a
Recoverable Cost. The report of such auditor sf@Bubmitted to the Ministry within
thirty (30) Days after completion of such audit.

19.4 Right of Ministry to Inspect and Audit

(@) The Ministry has, in accordance with the Act, tight to inspect and audit all of the
Contractor's books, accounts and records relatngetroleum Operations under
this Contract and activities under its Authorisatior the purpose of verifying the
Contractor's compliance with the terms and conai#iof this Contract.

(b) In accordance with the Act, such books, account$ @atords shall be made
available by the Contractor in Timor-Leste for iespon and audit by
representatives of the government of Timor-Lestusing, at the Contractor’s
cost, independent auditors that may be employetidm.

(c) In accordance with the Act the Ministry has thétiogn connection with such audit,
to visit and inspect at reasonable times, all sppants, Facilities, warehouses and
offices of the Contractor directly or indirectlyrgmg the Petroleum Operations and
to question personnel associated with those Petrol@perations.

(d) The Ministry may request in accordance with the Awt any Contractor shall
arrange for, and pay for, an independent audit tef activities under its
Authorisation.

19.5 Books of Affiliates and Sub-Contractors
(@) The Contractor must require all of its AffiliatescaSub-Contractors to maintain in
Timor-Leste, in accordance with Annex D, books ofaunt and all such other
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books and records as are necessary to show thepgdidemed under this Contract,
the costs incurred and the quantity and value loPeiroleum produced and saved
from the Contract Area and not used in Petroleurar@mpns. Records and books
shall be maintained in one of the official languagé Timor-Leste and English

languages.

(b) The Contractor must require all of its AffiliateadaSub-Contractors to allow the
Ministry to audit the books, records and documenitsthe Affiliates or Sub-
Contractors maintained under paragraph 19.5(ag¢c@ordance with the procedures
set out in this Article 19 in relation to audit thie Contractor’s books, records and
documents.

(c) The Ministry may require the Contractor to engdgeihdependent auditors of any
entity comprising the Contractor to examine at fBentractor's cost and in
accordance with international auditing standart#h® books and records of an
Affiliate or Sub-Contractor to verify the accuraagd compliance with the terms of
this Contract insofar as a charge from the Affdiatr Sub-Contractor is included
directly or through the Contractor as a Recoverabist under this Contract.
Whenever an independent audit of an Affiliate's Sub-Contractor's books is
required, the Ministry shall specify in writing tlitem or items for which it requires
verification from such independent audit. A coplytbe independent auditor's
findings shall be delivered to the Ministry and theister responsible for finance
within thirty (30) Days after completion of suchdatu

(d) If the books, records or documents of an AffiliateSub-Contractor which relate to
any cost which the Ministry wishes to verify, aretmade available under
paragraphs (b) and (c) above, that cost will noalb@ved as a Recoverable Cost
under this Contract.

19.6 Initial Verification Procedure

(&) Subject to Annex D, the following procedure shalimplemented with respect to
each Calendar Quarter to initially verify and eBtibpromptly the Contractor's
costs that qualify as Recoverable Costs undeAtttisle 19.

(b)  The Contractor shall submit the statements requireter Annex D, in accordance
with the procedure detailed in Annex D, to the Miny who shall initially verify:

(1) that claimed costs qualify as Recoverable Costswutige terms of this
Contract and Annex D; and

(i) that the claimed amount of a qualifying cost is recr based on
documentation made available at the Contractofiseah Timor-Leste.

(c) The initial verification of expenditures shall béet basis for provisionally
determining the sharing of Petroleum, but shall cwtstitute final approval by the
Ministry of these amounts. Such final approval kbaly be provided after final
auditing has been completed pursuant to Sectioi hélow. The Ministry may
submit a written exception notice to the Contraataring the initial verification,
such written exception notice shall identify thertgailar cost or costs being
contested and the reason for the exception.

(d)  The Contractor shall submit to the Ministry withimrty (30) Days after receipt of
the Ministry's written exception notice such aduhfl information in written form
as the Ministry requires as well as such additianfdrmation as the Contractor
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considers appropriate to support the correctnesioarrecoverability of the
contested cost or costs. If the Contractor do¢smadke a written submission within
such time supporting the charge, the cost or cesti be deemed disallowed for
purposes of cost recovery.

(e) If additional written information supporting thertdested cost or costs is submitted
by the Contractor within the prescribed period, tMaistry shall notify the
Contractor of its decision as to whether to allw tontested cost or costs within
thirty (30) Days after receipt of such information.

() If the Ministry notifies the Contractor that theception remains, the charge shall be
deemed disallowed as a Recoverable Cost undeCtngact subject to the right of
the Contractor to request within thirty (30) Dayteathe receipt of such notice that
the final determination as to recoverability of tfisputed cost or costs be made by
experts.

() The Contractor shall promptly correct its booksaotount to reflect any changes
resulting from the initial verification proceduratbned in this Section 19.6.

19.7 Audit Process

All audits shall be completed within twenty-fourdj2months after the termination
of the Contract Year to which such audits applydifars may examine all books
and accounts and records of the Contractor foregifsp period of time or may
examine only a specific aspect of such records.

19.8 Audit exceptions, Claims and Queries

€)) Within ninety (90) Days after the end of any awdtinducted under this Article 19,
the Ministry shall present to the Contractor a remetting out audit exceptions,
claims and queries.

(b) The Contractor shall allow or deny in writing akceptions, claims and queries set
out in the report within ninety (90) Days of theepentation of the report (the
"Review Period"). In relation to all denials, tG@@ntractor shall provide a detailed
statement of the Contractor's reasons for eachatldnpether with supporting
evidence.

(c) All exceptions, claims or queries that are not ddrity the Contractor within the
Review Period will be deemed allowed.

(d) The Ministry and the Contractor shall negotiate good faith to reach final
resolution on exceptions, claims and queries whiate been denied within (90)
Days from the end of the Review Period. If anyeptions, claims and queries are
not resolved during this period, either Party mawtiate dispute resolution
procedures in accordance with Article 15 of thisnttact, such dispute to be
considered a technical matter.

19.9 Rightto Re-examine

Subject to any adjustments resulting from suchtauati notification of a dispute by the
Ministry, reports and statements shall be consdidial and not subject to further
audit after the end of the period provided for unolragraph 19.7(a). Notwithstanding
any provision herein or in this Contract to the teary, if in a subsequent period an
issue or error is identified which relates to ameotlperiod or to fraud or willful
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misconduct alleged to have occurred at any timeMmistry shall have the right to re-
examine reports and statements otherwise consifiesdar not previously audited.

19.10 Audit of Operator or any other Contractor

If the Contractor conducts an audit of the bookd eetords of the Operator or any
other Contractor pertaining to this Contract, ialsipromptly provide to the Ministry a
copy of the audit results, a report setting out dbdit exceptions, claims and queries
and the manner in which these exceptions, claindsgareries were finally allowed or
denied.

19.11 Time Periods for Maintenance of Books

The Contractor must, and shall procure that allliafes and Sub-Contractors must,
retain all books, records and documents maintaimeder this Article 19, and make
such books, records and documents available fpest®n until the later of:

(@) sixty (60) months after the termination of each Cact Year;

(b) if any cost or amount is under dispute, the timavhich that dispute has been
resolved; or

(c) such longer period as may be required by Appliedlaiw.

19.12 Technical Audit

(@) The Contractor shall provide any authority of Tmh@ste which has responsibility
for any of the Contractor’s activities, with relenanformation and allow their free
access in accordance with Applicable Law.

(b) Under no circumstances shall the Ministry assumg eesponsibility for the
performance or not of any activity which it has iéed or inspected pursuant to this
Section 19.12. Such responsibility shall remaithwhe Contractor, at its own
account and risk.

Article 20 Warranty, Indemnity and Insurance
20.1 Warranty

The Contractor hereby warrants that it has thenfird capability, and the technical
knowledge and technical ability, to carry on théréleum Operations in a manner wholly
consistent with the Applicable Law, the Act andstBiontract, and does not have a record of
non-compliance with principles of good corporate&zenship.

20.2 Indemnity

The Contractor shall in accordance with the Acteddf indemnify and hold harmless the
Ministry from all claims of whatsoever nature whiate brought against the Ministry by any
third party directly or indirectly in respect of tReum Operations, including as a result of
a breach of the warranty in Section 20.1 above, ahaosts, expenses and liabilities
incurred by the Ministry as a consequence therBoé Ministry shall give the Contractor
prompt notice of any such claim and shall not settlwithout the prior consent of the
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Contractor.

20.3

(@)

(b)

(©)
(d)

(€)

()
(9)

(h)

()

()

Insurance

The Contractor shall:

(1) take out and maintain insurance on a strict ligbiliasis in respect of its
obligations under Section 20.2 and in respect ahsather matters as
[reasonably] required by the Ministry (includingriespect of pollution), for
such amounts as the Ministry requires from timéintee and otherwise as
required by Industry Best Practice, and

(i) obtain and maintain all insurances required by Aaple Law.

Notwithstanding anything to the contrary hereire thsurance policies referred in
article 20.3 (a) above shall cover, including boit limited to :

I. any loss or damage to any asset used in the patnabgperation for no less
than full replacement value of the assets

li. Operators Extra Expenses Coverage as per EED 8tBG&mndorsement for,
Underground Blow Out, Making Wells safe endorsemErtended Re-drill,
Evacuation expenses, Care Custody and Controlcthusrage to be for a
minimum limit of 5 times AFE.

The Contractor shall ensure that all insurancesioét under this Article shall
name the Ministry and the members of Board of Dameof ANP including ANP
Management Executive as co-insured and the Coatrasttall obtain from its
insurance companies the inclusion of, in all ofptdicies, a clause by which they
expressly waive the exercise of any rights, implari explicit, subrogation rights
against the Ministry.

Pollution caused in the course of Petroleum Opamati

Property loss or damage or bodily injured or desaiffiered by any person including
third parties, in the course of Petroleum Operation

The cost of removing wrecks and clean up operdbawing an accident or upon
decommissioning of facilities; and

The Contractor’s liability to its employees engagethe Petroleum Operations

Self-insurance, insurance through Affiliates or wsepolicies global insurance
programs shall only be permitted upon prior writsgaproval by the Ministry, such
approval to be given at its sole discretion andreltesks cannot be insured by an
insurance company as referred to in the (h) below,

The Contractor shall be responsible for the filmigall claims made under any
insurance policy maintained by Contractor whiclates to this Contract.

Any reasonable amount under any insurance policytaiaed by the Contractor
which relates to this Contract for which the Coatoa itself is liable in the event of
making any insurance claim shall, upon making suturance claim, be a
Recoverable Cost by the Contractor in accordantie twe provisions of Annex D.

Where in respect of the risks to be covered andngrepayable, an insurance

Model PSC under theetroleum Act

Page 45



company which is a Timor-Leste Supplier which iksent, reliable and reinsured in
to International markets with rating no less th&aan8ard and Poors or AM Best A-
rating or the equivalent and offers terms and doors no less favorable to the
Contractor than other insurers in the South andiS&ast Asia region, insurance
shall be effected with such company, otherwise witompany of the Contractor’s
choice.

(k) The Contractor shall require its Sub-Contractorsotstain and maintain the
insurance required of the Contractor in this Aeti2D, relating mutatis mutandis to
such Sub-Contractors, and shall upon demand dfithestry provide proof of such
insurance affected by the Sub-Contractors to thadity.

Article 21  Force Majeure

21.1 Force Majeure Relief

(@) “Force Majeure” means any event that is unfordseeansurmountable and
irresistible, not due to any error or omission bg Party claiming Force Majeure
but due to circumstances beyond its control, wpigvents or impedes execution of
all or part of its obligations under this Contregtich events shall include but not be
limited to following:

(1) war, whether declared or not, civil war, insurregtiriots, civil commotion,
terrorism, any other hostile acts, whether inteanadxternal;

(i) quarantine restrictions or epidemics;

(i)  any act, event, happening or occurrence due taalatauses, in particular,
but without limitation, floods, storms, cyclonesire$, lightning, or
earthquakes, and

Force Majeure affecting an Affiliate of a Contracemtity shall be deemed Force
Majeure affecting such Contractor entity only ietlkonsequence of such Force
Majeure prevents the performance of any of Contractobligations under this

Contract.

(b) Notwithstanding paragraph 21.1(a), the followinglshot be Force Majeure:
® failure to pay money;

(i) in the case of the Contractor, any law, or anyoactr inaction of the
government, of a place other than Timor-Leste (a political subdivision
thereof);

(i) in the case of the Ministry, the law of Timor-Lesbe any action or inaction
of the government, of Timor-Leste;

(iv)  in the case of the Contractor, any failure to deliand maintain a Security
or to obtain and maintain insurance as requirethisyContract; and

(v) in the case of the Contractor, strikes, lockoutsl asther industrial
disturbances of the Operator's (or of its agentsl aub-Contractor’)
employees and not part of a wider industrial disporaterially affecting
other employers.
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(c) Subject to the provisions of this Section 21.1,aatyPshall not be liable for any
failure to perform an obligation under this Contracthe extent such performance
is prevented, hindered or delayed by a Force Majeuent.

21.2 Procedure

A Party claiming Force Majeure shall:

(@) notify the other Party as soon as reasonably paut of the event or circumstance
concerned, and of the extent to which performarfaésmbligations is prevented,
hindered or delayed thereby;

(b) keep the other Party fully informed as to the aditaken, or to be taken, by it to
overcome the effects thereof, and, from time toetinprovide it with such
information and permit it such access, as it magwoaably require for the purpose
of assessing such effects and the actions takenhe taken; and

(c) resume performance of its obligations as soon asorebly practicable after the
event or circumstance no longer exists.

21.3 Consultation

The Parties shall consult with each other and &keeasonable steps to minimise the
losses of either Party and to minimise any ovedalay or prejudice to Petroleum
Operations as a result of Force Majeure.

21.4 Third Parties

Where a Party enters into an Contract in relatiotinis Contract with a third party, a failure
by the third party to perform an obligation undeatt Contract shall be a Force Majeure
event affecting that Party only if performance ludittobligation was prevented, hindered or
delayed by events or circumstances which (if thel tharty were party to this Contract in
the capacity of the Party concerned) would (in ataonce with the provisions of this
Article 21) be a Force Majeure event affecting it.

21.5 Extension of Time

If Force Majeure materially prevents, hinders dage Petroleum Operations for more than
three (3) consecutive months, the Parties shallidss in good faith, amendments regarding
the term of, and the periods of time in which Pletion Operations are to be carried out
under this Contract.
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Article 22 Restrictions on Assignment
22.1 Assignment

(@) In accordance with the Act, the Contractor mayAsgign this Contract without
prior written approval of the Ministry and no Assigent shall be effective until
such consent is given.

(b)  The assignor and assignee shall jointly and seyepadivide all Security for the
fulfilment of any unfulfilled accrued obligations assignor prior to the date of
the Assignment and the instrument of Assignmenll skate precisely that the
assignee is bound by all covenants contained snGbintract.

(c) In accordance with the Act, approval may be giventie Ministry upon
application in writing by the Contractor and on lsduerms and conditions as it
may deem fit. An application for approval to Assighall be accompanied by
all relevant information and documents relatinghte prospective assignee and
the terms of the proposed Assignment as set otlteilAct and as the Ministry
may reasonably require in order to enable propasideration of and decision
on the application.

(d) The Ministry may terminate this Contract if the @ator Assigns this Contract
without prior written approval of the Ministry, @ther than in accordance with
any terms and conditions of such consent, eveadi #Assignment is effective
by the laws of Timor-Leste or any other place.

22.2 Assumption of obligations

Upon Assignment, and subject to payment of anystearfee as may be stipulated in the
Applicable Law, the assignor may be released arsthdrged from its obligations
hereunder only to the extent that such obligatiares assumed by the assignee and only
with the prior approval of the Ministry.

22.3 Right of First Refusal

If an Assignment is proposed during the period obdRction, the State-Owned
Contractor shall have a preferential right to sAskignment, under the same terms and
conditions specified in the Assignment applicatigmmovided however that the
designated State-Owned Contractor shall be exemoipt paying any transfer fee.

22.4 Right of Ministry to Transfer

If the government of Timor-Leste determines thdaifeerent entity will hold the rights
and obligations held by the Ministry under this @aat, the Ministry shall notify the
Contractor and advise that the rights and obligatiof the Ministry under this Contract
have been transferred to that entity. Promptly upeneiving such notice, the
Contractor will deal with the new entity in the péaof the Ministry under this Contract.

22.5 Assignment or Transfer of One or More Blocks of theContract Area

(@) Where the Assignment of a part of the Contract Aesalts in a modification in
the composition of the Contractor, in such a wast tthe composition is not
identical for all the Contiguous areas within then@act Area or when the
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Assignment results in the division of areas, that@wtor entities must execute
new production sharing contracts with the Minisinyhin thirty (30) Days from
the date of approval of the Assignment, maintainiregsame terms, obligations
and terms of this Contract, except for the provisiof Annex A (Contract Area)
and formalizing, in this new production sharing traaot, the situation of the
Contiguous areas of the Contract, the compositioth® Contractor, and the
appointment of the Operator. Failure to executs tlew production sharing
contract within this time frame will result in tHapse of the consent of the
Ministry to Assign.

(b) If the Assignment results in the division of theamf a Contiguous area, the
area to be Assigned and the remaining area musirbemscribed by a sole
polygonal line drawn in accordance with a netwasknpatible with a geological
map sheet in the scale 1:10,000, according tortteeriational Map of the World
1:1 Million — IMW. This network shall comply withhe dimensions of 2’30”
(two minutes and thirty seconds) of latitude and3’(three minutes and forty-
five seconds) of longitude. If the Contractor pa®s technical reasons for a
different network, which the Ministry determineshe justified on the basis of
those technical reasons, the Ministry may accdfgrdint networks.

(c) If paragraphs 22.1(a) to (c) apply, the Ministralbldefine an additional Work
Programme for the divided areas of the ContracaAsed, if this occurs during
Exploration, Minimum Exploration Work Requirementsy the areas to be
divided.

(d)  The sum of the activities and expenditure in theulteng Work Programmes
shall always be greater than the original Work Paogne, and each of the
divided Contract Areas must have a Work Programsse@ated with it and, in
the case of Exploration in that Contract Area, Minm Work Requirements.

(e) In the event of the application of the provisiorstiois Section 22.5, the
resulting areas shall become independent for allltieg effects, including the
calculation of participations by a State Owned Caxtor.

22.6 Transfer of Decommissioning Fund

In the event of an Assignment or transfer, whereadinmissioning Fund has been created
pursuant this Contract, the account holding theobeuissioning Fund must be transferred
to the assignee or transferee by the assignoawnsferor.

Article 23 Other Provisions

23.1 Notices

(@8  Any notices required to be given by any Party tother Party shall be served in
accordance with the Act.

(b)  All notices to be served on a Contractor shall bdressed to its registered
office.

23.2 Language

This Agreement has been drawn up in the PortugaedeEnglish languages and three (3)
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originals of each text have been prepared for sigasby the Ministry and the Contractor.
Both the Portuguese and English text are bindirayvéver, the Portuguese text will prevalil
in the case of conflict.

23.3 Governing Law

This Agreement shall be governed by and constmeatcordance with the laws of Timor-
Leste as applicable from time to time.

23.4 Third Party Rights

Unless specifically provided in this Agreement, Barties do not intend that any term of
this Agreement be enforceable by any person whotis Party to this Agreement.

23.5 Amendments/Modification

This Agreement shall not be amended or modifieginiy respect, unless the Parties agree in
writing.

23.6 Entire Agreement

This Agreement sets out the entire agreement ardkrstanding of the Parties in
connection with the subject matter of this Agreemand supersedes any other prior
agreements, understanding or arrangements whethtanior otherwise relating thereto.

23.7 Inurement

This Agreement shall inure to the benefit and boradé the Parties, their respective
successors and permitted assigns.

23.8 Joint and Several Liability

The obligations and liabilities of each Contracbmder this Agreement except the State-
Owned Contractor are the obligations and liabgite them all except the State-Owned
Contractor, jointly and severally.

23.9 No Waiver

No waiver by any Party of any one or more obligagior defaults by any other Party in the
performance of this Agreement shall operate or dmesttued as a waiver of any other
obligations or defaults whether of a like or ofiieslent character.

IN WITNESS WHEREOF, the Parties have executedAgieement.

For Timor-Leste

BY:
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BY:

BY:

[CONTRACTOR]
Annex A — Contract Area Description
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Annex B — Map of the Contract Area

Model PSC under theetroleum Act
Page 52



Annex C — Proposals

Clause 1 Health, Safety and Welfare Proposal

Clause 2 Environmental Proposal

Clause 3 Local Content Proposal
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1.2

1.3

2.1

Annex D — Accounting Procedure

Clause 1 — General Provisions

Purpose and Definitions

(@)

(b)

(©)

The purpose of this Annex D is to further define thanner in which the costs and
expenses of Petroleum Operations will be recordel;overable Costs will be

determined, and each Contractor's books and acsowiit be prepared and

maintained, and ancillary matters.

A reference to a Clause or paragraph is to a claugmragraph of this Annex D
unless the contrary is stated.

A reference to an Article and a Section is to ditlarof the Contract to which this
Annex D is attached.

Accounting Records

(@)

(b)

Each Contractor shall maintain complete accountgk® and records, on an
accruals basis, of all costs, expenses and reveofuex relating to, Petroleum

Operations, and the sale or other disposition ¢folim, on an accurate basis and
in accordance with the International Financial R&pg Standards and in

accordance with the charts of accounts mentionegharagraph 1.2(b). These
accounts, books and records are hereinafter refésras “Accounting Records”.

Within sixty (60) days after the Effective DateckaContractor shall submit to the
Ministry, for its approval, an outline of charts atcounts, books, records and
reports to be used for the purposes of paragrap{a)land for reporting to the

Ministry thereon.

Language and Units of Account

(@)

(b)

(©)

(d)

The International System of Unifgnetric units) and barrels shall be employed for
measurements and quantities under this Contract.

The Accounting Records, and all reports to the Mg will be in one of the
official languages of Timor-Leste. These recordd eeports may be in English, if
an official translation in one of the official lamages of Timor-Leste is provided.

The Accounting Records, and all reports to the Migi will be in United States
Dollars. Costs and revenues in another currenclybailtranslated at the exchange
rate set on the day the cost is incurred, or thhemae realised, at a time and by a
financial institution designated by the Contra@od approved by the Ministry.

Exchange gains or losses will be credited or clthtgehe Accounting Records.

Clause 2 — Classification and Allocation

Exploration Costs

Exploration Costs are those costs, whether of @&atag operating nature, which directly
relate to Exploration and are incurred in respdcaativities carried out substantially in
accordance with an approved Work Programme and &uidg Exploration, but without
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2.2

2.3

prejudice to Section 4.9 of the Contract, includoogts of:

(@)
(b)

(©)

(d)

(€)
(f)

drilling wells (and related abandonment and siteediation thereof);

surveys, including labour, materials and servicelfding desk studies and
analysis of survey data) used in aerial, geologigabchemical, geophysical and
seismic surveys, and core hole drilling;

auxiliary or temporary facilities used solely inpport of the purposes described in
paragraphs (a) and (b) above;

workshops, power and water facilities, warehousgte offices, access and
communication facilities used solely in support tbe purposes described in
paragraphs (a) and (b) above;

floating craft, automotive equipment, furniture awdfice equipment for the
purposes described in (a) and (b); and

if approved by the Ministry, employee and welfar@using, recreational,
educational, health and meals facilities, and otkienilar costs necessary for
Exploration.

Appraisal Costs

Appraisal Costs are those costs that directlyed@tAppraisal.

Capital Costs

Capital Costs are:

(@)

(b)

in respect of a Development Area, and before thg sf Commercial Production
from it, those costs, whether of a capital or oppeganature, which directly relate to
the Development of it; and

in respect of a Development Area, and after the sfaCommercial Production
from it, those costs of a capital nature which aiserelate to the Development of it,
or to the production of Petroleum from it;

and are incurred in respect of activities carriad o accordance with an approved
development work programme and budget, but withmejudice to Section 4.9 of the
Contract, including costs of:

(©)
(d)

(e)
(f)
(9)

workshops, power and water facilities, warehousste offices, access and
communication facilities;

production facilities including offshore platforr{iacluding the costs of labour, fuel
hauling and supplies for both the offsite fabrigcatiand onsite installation of
platforms, and other construction costs in erecgitagforms), wellhead production
tubing, sucker rods, surface pumps, flow lineshgahg equipment, storage
facilities, facilities and modules on platformsgdting plants and equipment,
secondary recovery systems;

pipelines and other facilities for transporting rBktum produced in the Contract
Area to the Field Export Point;

movable assets and subsurface drilling and prooluctools, equipment and
instruments, and miscellaneous equipment;

floating craft, automotive equipment, furniture asftice equipment; and
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2.4

2.5

2.6

2.7

(h) if approved by the Ministry, employee and welfar@using, recreational,
educational, health and meal facilities, and otbierilar costs necessary for the
Development.

Operating Costs

Operating Costs are, in respect of a DevelopmeertAand after the start of Commercial
Production from it, those costs of an operatingureatwhich directly relate to the
Development thereof, or to the production of Petat therefrom, and are incurred in
respect of activities carried out substantiallyagtordance with an approved Development
Work Programme and Budget, but without prejudic8éation 4.9 of the Contract.

Decommissioning Fund

The Decommissioning Fund is the amount determinextcordance with Article 6.1.
Uplift

Uplift is the amount which, when compounded quértas equal to the average for the
business days of the Quarter of the annual yieltbog-term United States Treasury Bonds
(thirty-year (30) bonds) plus an annual margin iaf (§) percentage points. Uplift shall

apply to capital costs only and not to operatingt€o

Miscellaneous Receipts

Miscellaneous Receipts are:

(@) all monies received by each Contractor, other foarthe sale or other disposal of
Petroleum from a Development Area, which are diyeatlated to the conduct of
Petroleum Operations, including:

(1) amounts received from the sale or other dispbaxaPetroleum from
production testing activities undertaken in Explara Wells and Appraisal
Wells;

(i) amounts received for the disposal, loss, astdetion of property, the cost
of which is a Recoverable Cost;

(i)  the proceeds of any insurance or claim orngiad awards in connection with
Petroleum Operations under the Contract or anytassearged to the
accounts under the Contract where such operationsssets have been
insured and the premia charged to the accounts tinel€ontract;

(iv) amounts received as insurance (the premiumsviuth are Recoverable
Costs), compensation or indemnity in respect ofdRaim lost or destroyed
prior to the Field Export Point;

v) amounts received from the hiring or leasingoidperty, the cost of which is
a Recoverable Cost;

(vi) amounts received from supplying informationtaithed from Petroleum
Operations in accordance with the confidentialityd aother applicable
provisions of the Contract;

(vii) amounts received as charges for the use gil@yee amenities, the costs of
which are Recoverable Costs;

(viii) interests earned on the payments made t@#gmommissioning Fund,
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(ix) amounts received in respect of expendituregclviare Recoverable Costs,
by way of indemnity or compensation for the inaugriof the expenditure,
refund of the expenditure, or rebate, discountoonmission in respect of the
expenditure; and

(xi)  the value of property as determined by the istny, the cost of which is a
Recoverable Cost, when that property ceases to see in Petroleum
Operations.

2.8 Ineligible Costs

Ineligible Costs are:

(@)
(b)
(©)

(d)
(e)
(f)
(9)

(h)
(i)

@)

(k)

()

(m)
(n)

(0)

(P)

interest (or any payment in the nature of, in léuor having the commercial effect
of, interest) or other cost under, or in respectdfoan Facility;

foreign exchange and currency hedging costs;

the positive difference between the costs relatinfprmation of corporations or of
any partnerships or joint venture arrangementsrdtian in respect of a unitisation
as required by the Act;

payments of dividends or the cost of issuing shares
repayments of equity or loan capital,
payments of private override royalties, net prafiterests and the like;

all expenditure (including professional fees, ptibli and out-of-pocket expenses)
incurred in connection with the negotiation, sigmator ratification of this Contract
and payments associated with the acquisition ahi@nest under this Contract;

costs incurred by the Contractor before and dutiegnegotiation of this Contract;

costs and charges incurred after the signing ofCivetract but before the Effective
Date;

expenditure in respect of any financial transactmmegotiate, float or otherwise
obtain or secure funds for Petroleum Operationigiieg but not limited to interest,

commission, brokerage and fees related to suclsdchion as well as exchange
losses on loan or other financing whether betwekiifiates or otherwise;

expenditure incurred in obtaining, furnishing andaimtaining the guarantees
required under the Contract and any other amouaritspn indemnities with regard
to non-fulfilment of contractual obligations;

payments of taxes under the taxation law of Timeste, and all other taxes on
income, profit or gain wherever arising;

fines and penalties imposed by any authority;

payments of administrative accounting costs, am@rotosts indirectly associated
with Petroleum Operations;

except with the consent of the Ministry, costs med in respect of Petroleum after
it has passed the Field Export Point;

the positive difference between the costs of gadkservices and the international
market price for goods and services of similar duaupplied on similar terms
prevailing in South and South East Asia at the sirmech goods or services were
contracted by Contractor;
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(@)

()

()

(t)
(u)
(v)

(w)

)
(2)

(aa)

(bb)

(cc)

(dd)

(ee)

(ff)

(99)

charges for goods and services which are not irordeace with the relevant
Contract with the Sub-Contractor or supplier;

costs incurred as a result of non-compliance byoati@ctor with any law or this
Contract, including costs incurred as a resultrof aegligent act or omission, or
wilful misconduct, of a Contractor, its agents arbSContractor, including any
amount paid in settlement of any claim allegingligegce or wilful misconduct,
whether or not negligence or misconduct is admitted/hether such sum is stated
to be paid on an ex-gratia or similar basis;

costs, expenses and charges incurred for goodsesmides received under contracts
awarded in non-compliance with the tendering pracesi of the Contract;

costs incurred as a result of wilful misconduchegligence of a Contractor;
payment of compensation or damages under this &xintr

costs relating to the settlement of disputes, wlaiah not approved in advance by
the Ministry, including all costs and expensesrbiteation or litigation proceedings
under this Contract;

costs of expert determination pursuant to Artideoi the Contract;

Decommissioning costs actually incurred which hbeen taken into account for
the purposes of determining the DecommissioningdFun

interests earned on the payments made to the Deissioming Fund;
payments under Article 12 of the Contract;

fees and accounting fees (excluding fees and erpeansurred for the conduct of
audit and accounting services required by this et incurred pursuant to the
auditing and accounting requirements of any lawahdosts and expenses incurred
in connection with intra-group corporate reportirgguirements (whether or not
required by law);

except with the consent of the Ministry and in adamce with the conditions of the
consent, any expenditure in respect of the hirindeasing of Facilities, or other
property, or of other works;

except with the consent of the Ministry, costs|uding donations, relating to public
relations or enhancement of the Party’s corporatge and interests;

costs associated with local offices and local adstiation, including staff benefits,
which, by reference to International Financial Répg Standards, are shown to be
excessive;

costs for which original records do not or are cmtect in any material respect;

except with the consent of the Ministry, but subjecSection 4.9 of the Contract,
costs not included in a budget for the relevant;yaad

costs not falling within any of the above items gbhiare stated elsewhere in this
Contract not to be recoverable (including in Adic2.1(d)), or costs incurred
without the consent or approval of the Ministry @x such is required).

2.9 Other Matters

(@)

The methods mentioned in this Clause 2.9 will bedu® calculate Recoverable
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Costs.
(b) Depreciation is not a Recoverable Cost.

(© General and administration costs, other than dickatges, allocable to Petroleum
Operations shall be determined by a detailed stadg, subject to approval by the
Ministry, the method determined by such a studyll dte applied each Calendar
Year consistently.

(d) Inventory levels shall be in accordance with Indu&est Practice. The value of
inventory items not used in Petroleum Operatiomssadd, the cost of which has
been recovered as an Operating Cost, shall beetret Miscellaneous Receipts.
The cost of an item purchased for inventory shallabRecoverable Cost at such
time as the item is incorporated in the works.

(e) Where the cost of anything, or a receipt (or valme)espect of anything, relates
only partially to the carrying out of Petroleum @gtéons, only that portion of the
cost or the receipt (or value) which relates to tta@rying out of Petroleum
Operations will be a Recoverable Cost or assessed Kliscellaneous Receipt.
Where any cost or related receipt (or value) rel&demore than one of Exploration,
Appraisal, Capital and Operating Costs, or to ntbeen one Development Area, the
cost or related receipt (or value) will be apporéid in an equitable manner.

Clause 3 — Costs, Expenses and Credits

Subject as otherwise provided in this Contract, fill®wing costs, charges and credits shall be
included in the determination of Recoverable Costs.

3.1 Surface Rights

All direct costs necessary for the acquisition,ergal or relinquishment of surface rights
acquired and maintained in force for the purpo$éseoContract.

3.2 Labour and Associated Labour Costs

(@) Costs of the Contractor’s locally recruited empkegdased in Timor-Leste. Such
costs shall include the costs of employee benafits state benefits for employees
and levies imposed on the Contractor as an emplanggrsportation and relocation
costs within Timor-Leste of the employee and suaminers of the employee’s
family (limited to spouse and dependent childrenyequired by Timor-Leste law
or customary practice. If such employees are atggaged in other activities, the
cost of such employees shall be apportioned omima 8heet basis according to
sound and acceptable accounting principles.

(b) Costs of salaries and wages including bonuses ®f Gbntractor's employees
directly and necessarily engaged in the conducthef Petroleum Operations,
whether temporarily or permanently assigned, ieespe of the location of such
employees, it being understood that in the cagbasfe personnel only a portion of
whose time is wholly dedicated to Petroleum Operatiunder the Contract, only
that pro-rata portion of applicable salaries, wagesl other costs as delineated in
paragraphs 3.2(c), 3.2(d), 3.2(e), 3.2(f) and 3.8fwll be charged and the basis of
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3.3

3.4

©)

(d)

(e)

(f)

(9)

(h)

such pro-rata allocation shall be specified Forabh@dance of doubt, this provision
shall not allow personal income taxes or any othees pursuant to be Recoverable
Costs in accordance with 2.8 (h) above.

The Contractor’s costs regarding holiday, vacatsickness and disability benefits
and living and housing and other customary allowanapplicable to the salaries
and wages chargeable at actual cost, provided hevleat such total costs shall not
exceed twenty-five percent (25%) of the total labasts under paragraph 3.2(b).

Expenses or contributions made pursuant to assessroe obligations imposed
under the laws of Timor-Leste which are applicatiethe Contractor's cost of
salaries and wages chargeable under paragraph).3.2(b

The Contractor's cost of established plans for eygas' group life insurance,
hospitalisation, pension, stock purchases, savimgss and other benefit plans of a
like nature customarily granted to the Contracterisployees, provided however
that such costs are in accordance with generalljeed standards in the
international petroleum industry, applicable toasals and wages chargeable to
Petroleum Operations under paragraph 3.2(b).

Reasonable transportation and travel expenses pfogees of the Contractor,

including those made for travel and relocation bé texpatriate employees,
including their families and personal effects, gsed to Timor-Leste whose salaries
and wages are chargeable to Petroleum Operatiates paragraph 3.2(b).

Actual transportation expenses of expatriate persiotransferred to Petroleum
Operations from their country of origin shall beadyed to the Petroleum
Operations. Transportation expenses of personraisfierred from Petroleum
Operations to a country other than the countrjheirtorigin shall not be charged to
the Petroleum Operations. Transportation cost aed imsthis section shall mean the
cost of freight and passenger service, meals, $)otelsurance and other
expenditures related to vacation and transfer krawel authorised under the
Contractor's standard personnel policies. The @otdr shall ensure that all
expenditures related to transportation costs avitadaly allocated to the activities
which have benefited from the personnel concerned.

Reasonable personal expenses of personnel whesesand wages are chargeable
to Petroleum Operations under paragraph 3.2(b) fandwhich expenses such
personnel reimbursed under the Contractor's stdndarsonnel policies. In the
event such expenses are not wholly attributablePétroleum Operations, the
Petroleum Operations shall be charged with only @pplicable portion thereof,
which shall be determined on an equitable basis.

Transportation and Employee Relocation Costs

The cost of transportation of employees, equipmeratierials and supplies other than as
provided in Clause 3.2 necessary for the condutch@fPetroleum Operations along with
other related costs, including import duties, costdees, unloading charges, dock fees, and
inland and ocean freight charges.

Charges for Services
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For purposes of this Clause 3.4, Affiliates whicl aot wholly owned by the Contractor or
the Contractor's ultimate holding company shaltbesidered third parties.

(@) Third Parties

The actual costs of contract services, servicgsrafiessional consultants, utilities,
and other services necessary for the conduct dPételeum Operations performed
by third parties other than an Affiliate of the @@ator.

(b) Affiliates of the Contractor

(1) Professional and Administrative Services Expensest of professional and
administrative services provided by any Affiliatefsthe Contractor for the
direct benefit of Petroleum Operations, includirgvices provided by the
production, exploration, legal, financial, insuranaccounting and computer
services, divisions other than those covered bggraph 3.4(b)(ii) or Clause
3.6 or 3.8(b) which the Contractor may use in l@uhaving its own
employees. Charges shall reflect the cost of pmogidheir services and
shall not include any element of profit and sha&lro less favourable than
similar charges for comparable services carriednoBouth and Southeast
Asia, competitive and based on actual costs witlpootits. The charge-out
rate shall include all costs incidental to the esgpient of such personnel.
Where the work is performed outside the home offise of such
personnel, the daily rate shall be charged frondtite such personnel leave
the home office base where they usually work ughtr return thereto,
including days which are not working days in thealiton where the work is
performed, excluding any holiday entitlements dedisby such personnel
from their employment at their home office base.

(i) Scientific or Technical Personnel: cost of scientdr technical personnel
services provided by any Affiliate of the Contractor the direct benefit of
Petroleum Operations, which cost shall be charged cost of service basis
and shall not include any element of profit. Unldss work to be done by
such personnel is covered by an approved Explordfork Programme or
Exploration Work Programme and Budget, the Contragihall not authorise
work by such personnel.

(i)  Equipment and Facilities: use of equipment andlifes owned and
furnished by the Contractor's Affiliates, at ratesnmensurate with the cost
of ownership and operation; provided, however, thath rates shall not
exceed those currently prevailing for the supplyliké equipment and
facilities on comparable terms in the area wheeRbtroleum Operations
are being conducted. The equipment and faciliteferred to herein shall
exclude major investment items such as (but noitdointo) drilling rigs,
producing platforms, oil treating facilities, oilné& gas loading and
transportation systems, storage and terminal fasliand other major
facilities, rates for which shall be subject to agpe Contract with the
Ministry.

3.5 Communications

Costs of acquiring, leasing, installing, operatirgpairing and maintaining communication
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systems including radio and microwave facilitiesween the Contract Area and the
Contractor's base facility in Timor-Leste.

3.6  Office, Storage and Miscellaneous Facilities

Net cost to the Contractor of establishing, mamtey and operating any office, sub-office,
warehouse, data storage, housing or other faditityfimor-Leste directly serving the
Petroleum Operations.

3.7 Ecological and Environment

(@) Costs incurred in the Contract Area as a resulégislation for archaeological and
geophysical surveys relating to identification gmatection of cultural sites or
resources.

(b) Costs incurred in environmental or ecological sysveequired by this Contract or
regulatory authorities.

(c) Costs of actual control and cleanup of oil spdéisd of such further responsibilities
resulting therefrom as may be required by any lamd regulations, so long as the
control and clean of oil spills are minor and ire tbrdinary course of Petroleum
Operations and are not due to negligence or witfisconduct of Contractor.

(d) Costs of restoration of the operating environment.
3.8  Material Costs

Costs of materials and supplies, equipment, mashitaols and any other goods of a
similar nature used or consumed in Petroleum Ojpassubject to the following:

€)) Acquisition — the Contractor shall only supply aurghase materials for use in
Petroleum Operations that may be used in the feadde future. The accumulation
of surplus stocks and inventory shall be avoidethsas is reasonably practical and
consistent with efficient and economical operatiomsventory levels shall,
however, take into account the time lag for reptaeet, emergency needs, weather
conditions affecting operations and similar consatiens.

(b) Components of costs, arm’s length transactionscepxas otherwise provided in
paragraph 3.8(c), material purchased by the Caotrat arm’s length transactions
in the open market for use in the Petroleum Opamatshall be valued to include
invoice price less trade and cash discounts, pseclaad procurement fees plus
freight and forwarding charges between point ofpdymand point of shipment,
freight to port of destination, insurance, taxesstoms duties, consular fees, excise
taxes, other items chargeable against imported rraksteand, where applicable,
handling and transportation expenses from poinimgdortation to warehouse or
operating site. Where an Affiliate of the Contractas arranged the purchase,
coordinated the forwarding and expediting effdng tost of such transaction shall
not exceed the cost of similar transactions coretbatith third parties under similar
conditions.

(© Accounting — such material costs shall be chargethé¢ Accounting Records and
books in accordance with the “First in, First o(fIFO) method.
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(d) Material purchased from or sold to Affiliates oetEontractor or transferred from
other activities of the Contractor to or from P&tton Operations shall be valued
and charged or credited at the prices specifigzhnagraphs 3.8(d)(i), 3.8(d)(ii) and
3.8(d)(iii).

(1) New material, including used new material moved mfranventory
(Condition “A”), shall be valued at the currentamational net price which
shall not exceed the price prevailing in normal 'arlangth transactions in
the open market.

(i) Used material (Conditions “B”, “C” and “D”):

a. Material which is in sound and serviceable conditemd is suitable
for re-use without reconditioning shall be classifas Condition “B”
and priced at not more than seventy-five per c@dP4d) of the
current price of new material defined in paragra@@{d)(i);

b. Material which cannot be classified as Conditiofi, But which after
reconditioning will be further serviceable for isiginal function,
shall be classified as Condition “C” and pricedchat more than fifty
per cent (50%) of the current price of new mateasldefined in
paragraph 3.8(d)(i); the cost of reconditioninglksba charged to the
reconditioned material provided that the value andition “C”
material plus the cost of reconditioning does nateed the value of
Condition “B” material;

C. Material which cannot be classified as Conditiorf ‘@ Condition
“C” shall be classified as Condition “D” and pricext a value
commensurate with its use by the Contractor. Ifemalis not fit for
use by the Contractor it shall be disposed of ak.ju

(i)  Material involving erection costs shall be chargethe applicable condition
percentage of the current knocked-down price of neaterial as defined in
paragraph 3.8(d)(i).

(iv)  When the use of material is temporary and its sento the Petroleum
Operations does not justify the reduction in prige provided for in
paragraph 3.8(d)(ii)(b), such material shall becgxli on a basis that will
result in a net charge to the accounts under thigtr@ct consistent with the
value of the service rendered.

(v) Premium prices — whenever material is not readiyaimable at published or
listed prices because of national emergenciegestor other unusual causes
over which the Contractor has no control, the Gator may charge
Petroleum Operations for the required materiahatGontractor's actual cost
incurred in providing such material, in making uitable for use, and in
moving it to the Contract Area; provided noticenrriting is furnished to the
Ministry of the proposed charge prior to chargiregr®leum Operations for
such material and the Ministry shall have the rigbt challenge the
transaction on audit.

(vi)  Warranty of material furnished by the Contractahe Contractor does not
warrant the material furnished. In case of defectiaterial, credit shall not
be passed to Petroleum Operations until adjustimenbeen received by the
Contractor from the manufacturers of the mateniaheir agents.
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3.9

3.10

3.11

3.12

3.13

Rentals, Duties and Other Assessments

All rentals, levies, charges, fees, contributiond ather charges of every kind and nature
levied by any Timor-Leste governmental authority dannection with the Petroleum
Operations and paid directly by the Contractor ¢savhere the contrary is expressly
provided in this Contract).

Insurance and Losses

Insurance premiums and costs incurred for insurgmoided that such insurance is
customary, affords prudent protection against @stl is at a premium no higher than that
charged on a competitive basis by insurance corapawhich are not Affiliates of the
Contractor. Except in cases of costs incurred r@sat of failure to insure where insurance
is required pursuant to this Contract, or of falwo follow procedures laid down by and
insurance policy or where the Contractor has efetieself-insure, or has under-insured,
actual costs and losses incurred shall be allowablehe extent not made good by
insurance. Such costs may include repair and replant of property resulting from
damages or losses incurred by fire, flood, stoheftf accident or other cause.

Legal Expenses

All reasonable costs and expenses resulting fraenhdindling, investigating, asserting,
defending, or settling of any claim or legal actimetessary or expedient for the procuring,
perfecting, retention and protection of the Corntraa, and in defending or prosecuting
lawsuits involving the Contract Area or any thirdrgy claim arising out of the Petroleum
Operations, or sums paid in respect of legal sesviecessary for the protection of the joint
interest of the Ministry and the Contractor shadl &llowable. Such expenditures shall
include, attorney's fees, court costs, costs adstigation, and procurement of evidence and
amounts paid in settlement or satisfaction of amghslitigation and claims. Where legal
services are rendered in such matters by salanedbgularly retained lawyers of the
Contractor or an Affiliate of the Contractor, suobmpensation shall be included instead
under Clause 3.2 or 3.4(b) as applicable.

Claims

Expenditures made in the settlement or satisfaafoany loss, claim, damage, judgement
or other expense arising out of or relating to &®etrm Operations.

Training Costs

All costs and expenses incurred by the Contractathe training of employees who are
nationals of Timor-Leste engaged in Petroleum @jams, and such other training as is
required by this Contract.
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3.14 General and Administrative Costs

The costs described in Clause 2.9(c).

3.15 Other Expenditures

Other reasonable expenditures not covered or dethltin the foregoing provisions of this
Clause 3 which are necessarily incurred by the i@otdr for the proper, economical and
efficient conduct of Petroleum Operations. Sucheexjitures shall be submitted to the
Ministry for prior approval as “Other Expendituresjith explanations of the transaction
and why it should be a Recoverable Cost. Whex& ppproval is not feasible, Contractor
shall submit to the Ministry for its consent thegigoing explanations and additionally, the
reason for which prior approval was not feasib&ich consent shall not unreasonably be
withheld.

3.16 Duplication

There shall be no duplication of charges and csedit

Clause 4 — Inventories

Inventories of property in use in Petroleum Operatishall be taken at reasonable intervals but at
least once a year with respect to movable assetsoane every three years with respect to
immovable assets. The Contractor shall give theisitynat least thirty (30) days written notice of
its intention to take such inventory and the Minjisthall have the right to be represented when
such inventory is taken. The Contractor shall ¢tyestate the principles upon which valuation of
the inventory has been based. The Contractor sfae every effort to provide to the Ministry a
full report on such inventory within thirty (30) g of the taking of the inventory. When an
Assignment of rights under this Contract takes @ldahe Contractor may, at the request of the
assignee, take a special inventory provided thatdbsts of such inventory are borne by the
assignee.

Clause 5 — Production Statement

51 Production Information

From the start of production from the Contract A& Contractor shall submit a monthly
Production Statement to the Ministry showing thiéofeing information separately for each
producing Development Area and in aggregate foCiwetract Area:

(@) the quantity of Crude Oil produced and saved,;
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5.2

6.1

6.2

(b) the quality characteristics of such Crude Oil prathiand saved;
(c) the quantity of Natural Gas produced and saved;
(d) the quality characteristics of such Natural Gaslpeed and saved;

(e) the quantities of Crude Oil and Natural Gas usedttie purposes of carrying on
drilling and production operations and pumpingiébdf storage;

() the quantities of Crude Oil and Natural Gas unaafoiigllost;

(9) the quantities of Natural Gas flared and vented;

(h) the size of Petroleum stocks held at the beginafrige month in question;
0] the size of Petroleum stocks held at the end ofitbeth in question;

()] the quantities of Natural Gas reinjected into tlesdvoirs; and

(k) in respect of the Contract Area as a whole, thetfies of Petroleum transferred at
the Field Export Point.

All quantities shown in this Production Statemenalsbe expressed in both volumetric
terms (barrels of Crude Oil and cubic meters ouNEtGas) and in weight (metric tonnes).

Submission of Production Statement

The Production Statement for each month shall bengted to the Ministry no later than
ten (10) days after the end of such month.

Clause 6 — Value of Production and Pricing Statemen

Value of Production and Pricing Statement Informaton

The Contractor shall, for the purposes of Articlefdthe Contract, prepare a Value of
Production and Pricing Statement providing calcofet of the value of Crude Oil and
Natural Gas produced and saved during each QuaterValue of Production and Pricing
Statement shall contain the following information:

(@) the quantities and the price payable in respestlas of Natural Gas and Crude Oil
delivered to third parties during the Quarter irsfion; and

(b) the quantities and price payable in respect ofssafeNatural Gas and Crude Oil
delivered during the Quarter in question, othenttwathird parties.

Submission of Value of Production and Pricing Stat@ent

The Value of Production and Pricing Statement BwheQuarter shall be submitted to the
Ministry not later than twenty-one (21) days aftex end of such Quarter.

Clause 7 — Cost Recovery Statement
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7.1

7.2

7.3

8.1

Quarterly Statement

Each Contractor shall prepare with respect to €auohrter a Cost Recovery Statement
containing the following information:

(@) Recoverable Costs carried forward from the previQuarter;

(b) Recoverable Costs for the Quarter in question;

(© Credits under the Contract for the Quarter in qaest

(d) Total Recoverable Costs for the Quarter in quesfpamagraphs 7.1(a) plus 7.1(b)
less 7.1(c));

(e) quantity and value of the Contractor’'s share ofrdtetim under Article 9 of the
Contract in the Quarter in question; and

) amount of Recoverable Costs to be carried forwaim the next Quarter (paragraph
7.1(d) less paragraph 7.1(e)).

Preparation and Submission of Cost Recovery Statemts
(@) Provisional Cost Recovery Statements, containingmesed information where
necessary, shall be submitted by the Contractdhemtast day of each Quarter.

(b) Final Quarterly Cost Recovery Statements shallubenstted within thirty (30) days
after the end of the Quarter in question.

Annual Statement

An Annual Cost Recovery Statement shall be subchittghin ninety (90) days after the

end of each Calender Year. The annual statemelhiceinéain the categories of information

listed in Article 7.1 of Annex D for the Calend¥ear in question, separated into the

Quarters of the Calender Year in question, and sigpthe cumulative positions at the end
of the Calender Year in question.

Clause 8 — Statements of Expenditure and Receipt

Quarterly Statement

The Operator shall prepare with respect to eachrtQua Statement of Expenditure and
Receipts. The statement will distinguish betweerplémation, Appraisal, Capital and
Operating Costs and will identify major items withthese categories. The statement will
show the following:

€)) actual expenditures and receipts for the Quartquéstion;
(b) cumulative expenditure and receipts for the CaleNe@ar in question;
(c) latest forecast cumulative expenditures at ther@eYear end;
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(d) variations between budget forecast and latest &siteand explanations thereof.

The Statement of Expenditure and Receipts of eaghrt€ shall be submitted to the
Ministry no later than fifteen (15) days after #red of such Quarter.

8.2 Annual Statement

Each Contractor shall prepare a final end-of-ygatement. The statement will contain
information as provided in the production statemardlue of Production and Pricing
Statement, Cost Recovery Statement and StatemdstpeEnditure and Receipts, but will
be based on actual quantities of Petroleum prodanddosts incurred. This statement will
be used to make any adjustments that are necdsddgy payments made by the Contractor
under this Contract. The final end-of-year statemeineach Calendar Year shall be
submitted to the Ministry within ninety (90) daystbe end of such Calendar Year.
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SCHEDULE A

DOCUMENTS IN SUPPORT OF APPLICATION FOR ASSIGNMENT OR
TRANSFER
UNDER ARTICLE 22

In the case of an application for Assignment unde/Article 22 and in order to enable a
decision to be made on a proposed assignee, the @aantor shall apply for the prior and

express authorisation of the Ministry for the Assigment, attaching to the application the

following documents on the proposed assignee or taferee:

(@) A report on company background and corporate stradncluding subsidiaries, wholly
owned limited liability companies and Affiliates.

(b) All incorporation documents of the company.
(c) (Financial Authority) Resolutions of Board of Ditecs oninter alia:
(1) borrowing of money and execution of documents

(i)  guarantee of contractual performance of companfjliatés, wholly-owned limited
liability companies and subsidiaries

(i) guarantee of obligations of company, Affiliates, oNfrowned limited liability
companies and subsidiaries.

(d) Company financial statements within the last th{8)eyears from the date of an application
for an Assignment .

(e) Independent credit rating documents.

)] Any other information or documents as requiredhgyMinistry.

Additionally, with respect to satisfaction of guarantee obligations under this Contract,
Contractor must procure from the proposed assigneeand submit to the Ministry, at a

minimum, the following documents with respect to tle proposed guarantor:

(WHERE A FINANCIAL INSTITUTION IS INVOLVED)
(@) Name and registered address of financial institutio

(b) Company financial statements within the last t{B)eyears from the date of an application
for an Assignment.

(c) Independent credit rating documents, if available.
(WHERE A PARENT COMPANY IS INVOLVED)

(@) Company background and corporate structure of atemParent Company, including,
subsidiaries, wholly owned limited liability compas and Affiliates.

(b) Certificate(s) of incorporation of ultimate Par€dampany.
(c) All incorporation documents of the ultimate Par€ompany.
(d) (Financial Authority) Resolution of Board of Direcs of ultimate Parent Company on:
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(€)
(f)

(1) borrowing of money and execution of documents

(i)  guarantee of contractual performance of Affiliatedolly-owned limited liability
companies and subsidiaries

(i)  guarantee of obligations of Affiliates, wholly-owshémited liability companies and
subsidiaries.

Ultimate Parent Company financial statements withmlast three (3) years from the date
of an application for an Assignment.

Independent credit rating of ultimate Parent Congpan

The Contractor shall also submit at a minimum the éllowing documents:

(@)
(b)

(©)

(d)

Valuation of the Assignment transaction, includedgmaterial terms of the Assignment
and all supporting documents.

Exclusive statement, executed by the assignedgdmusly respect and comply with the
terms and conditions of the Contract, as well agdsponsible for all obligations and
liabilities resulting from it, including those inaed before the date of the Assignment.

For Assignments that imply a division of areas, @entractor shall submit all plans,
programs and reports related to each separated area

Within the required timeframe following consentrfraghe Ministry to the Assignment, the
Assignment agreement executed between the assigddhe assignee. The Contract shall
mandatorily contain the appointment of the Operatat the joint liability of its signatories
before the Ministry.

The documents referred to in this Schedule A si@llbe necessary when the assignee is already a
Contractor under the Contract, provided that sustuthentation is updated as necessary at the
request of the Ministry.
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Schedule B
Parent company guarantee for the provision of techisal and financial resources

Parent Company Guarantee for 2.2(a)(v)

(Insert Name of Company)

UNDERTAKING
in accordance with
Paragraph 2.2(a) (v)
of the
PRODUCTION SHARING CONTRACT
for

B L OCK (insert Block Name)

NOTE:
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The Ministry shall require that this Guarantee beppred using the official corporate letter
head of the ultimate parent company and the offengporate seal thereof shall be affixed
hereto.

(Official Letterhead)
(Date)

The Honourable..........

(NAM E, DESIGNATION AND ADDRESS

OF PERSON WHO IS ENTITLED BY LAW TO

BE NAMED ON GUARANTEE — MOST LIKELY THE
Ministry)

Undertaking in accordance with Paragraph 2.2(a) (v)
of the Production Sharing Contract for Block (Insert No.)

Dear Sir

A Production Sharing Contract dated and effective the day of or dated the day of
and effective the day of ] (hereinafter referred to athe PSC”), was entered into by the
acting on behalf of the Democratic Republic of Tirheste hereinafter referred to éthe
Beneficiary”) of the Second Part andgme of any other Parties to the HJ@hcorporation
details and local registered addrgssvith respect to contract area situatddafine of Areh
commonly referred to af\pme/No. of Blogkand more particularly described in the PSC.

[If applicable]

RECITE PARTICULARS - COMPANY NAME CHANGE, ASSIGNMEN T (S) and
CURRENT PARTIES ON BLOCK

For all intents and purposelddme of any other Parties to the AS(e collectively referred to as
“the Contractor” under the PSC.

In accordance witlParagraph 2.2(a)(v)of the PSC, at the request of and on behalf bfame of
Company requiring Guarantge[Name, Address and Incorporation details of Ultim&arent
Company HEREBY UNDERTAKES and IRREVOCABLY GUARANTEES that it shall
provide all technical and financial resources tlldame, Address, Incorporation details of
Company requiring a Guaranteapay require, to perform on a timely basits [Minimum
Exploration Work Requirements under the PSC / Bs proportionate share of the Contractor’s
Minimum Exploration Work Requirements under the PSC

This irrevocable Undertaking is subject to and Ishalconstrued and applied in accordance
with the Uniform Rules for Contract Guaranteeshaf International Chamber of Commerce
(Publication N0.325), as in effect on the Effectivate of the PSC.
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IN WITNESS WHEREOF, the undersigned has executed this irrevocablestiaking this

[Name of Ultimate Parent Compgny
By:

Name:

Title:

Date:

Accepted for and on behalf of the Democratic Repuld of Timor-Leste this day of

By:
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SCHEDULE C
Parent company guarantee for the performance of th€ontractor's exploration work and
expenditure obligations in accordance with Section4.3, 4.4 and 4.5

(Insert Name of Company)

GUARANTEE
in accordance with
Paragraph 2.2 (a)(iii) and
Section 4.3 andljnsert4.4 and 4.5 as applicable]
of the
PRODUCTION SHARING CONTRACT
for

B L O CK (Insert Block Name)
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NOTE: The Ministry shall require that:

(1) This Guarantee be prepared using the officiabrporate letter head of the
company/financial institution which is prding the Guarantee; and

(2) The official corporate seal of the company/fici@l institution which is providing the
Guarantee be affixed to this Guarantee.

(Official Letterhead)
(Date)

The Honourable..........

(NAME, DESIGNATION AND ADDRESS

OF PERSON WHO IS ENTITLED BY LAW TO

BE NAMED ON GUARANTEE — MOST LIKELY THE
Ministry]

Letter of Guarantee in accordance with Section 2.2 (iii) and Section 4.3 and [Insert 4.4 and
4.5 as applicable] of the Production Sharing Contret for Block (Name)
Dear Sir

A Production Sharing Contract dated and effective the day of or dated the day of
and effective the day of ] (hereinafter referred to a4¢he “PSC”), was entered into by the
1, acting on behalf of the Ministry hereinafter reéel to asthe Beneficiary”) of the Second Part
and Name of any other Parties to the H3Qcorporation details and local registered addrgss
with respect to contract area situatéthiine of Arep commonly referred to asNpme/No. of

BlocK and more particularly described in the PSC.

[If applicable]

RECITE PARTICULARS - COMPANY NAME CHANGE, ASSIGNMEN T (S) and
CURRENT PARTIES ON BLOCK

For all intents and purposeldme of any other Parties to the HS(e collectively referred to as
“the Contractor” under the PSC.

In accordance witlsection 2.2(a) (iii) and Section 4.3 and [Insert.4 and 4.5 as applicablepf
the PSC, at the request of and on behalfNdnje of Company requiring GuarantegName,
Address and Incorporation details of Guaranteeingfiy] being the ultimate parent company
thereof,(hereinafter referred to asGuarantor”) , HEREBY COVENANTS AND AGREES with
the Beneficiary acting on behalf of the Ministrg, fallows:

[IF GUARANTEE IS FOR TOTAL COST]

1.0 GUARANTEE

11 The Guarantor hereby issues WWNCONDITONAL AND IRREVOCABLE LETTER

OF GUARANTEE in favour of the Beneficiary in the sum f........................ UNITED
STATES DOLLARS US$ .............. )], (hereinafter referred to as the “the Guarantee Sum
representing the total estimated costqame of Company requiring Guaranteée)carry out:
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- [the Minimum Exploration Work Requirements for ¢(mgtial, Second or Third
Exploration Periopursuant to Article 4pf the PSC.
OR
[[F GUARANTEE for PROPORTION OF TOTAL COST
/AND OR A CARRIED INTEREST SHARE]

1.1 The Guarantor hereby issuestHHCONDITONAL AND IRREVOCABLE LETTER OF
GUARANTEE in favour of the Beneficiary in the sum of..[.............. UNITED STATES
DOLLARS US$ ...............) (hereinafter referred to as tHehe Guarantee Sumyepresenting
(Name of Company requiring Guarantee)

(1) Percentage interest of [.....%] under the PS@; an

(i) Liability for the [....... %] carried interest sharof (Name of Company) percentage
interest under the PSC, (hereinafter referred tohesCarried Interest Share”)

and representing the estimated costs of the pagernhterest o{fName of Company requiring
Guarantee}o carry out:

- [the Minimum Exploration Work Requirements for tfieitial, Second or Third
Exploration Periodoursuant to Article 4pf the PSC.

1.2 The Guarantor warrants that this Letter of Guamntenstitutes its legally binding
obligations enforceable in accordance with its &fsubject to insolvency laws, creditors’ rights
and principles of equity) and to the best of itewledge does not conflict with any law, regulation
or instrument binding on or relating to the Guaoarand that this Guarantee is within its powers
and has been duly authorized by it.

1.3  The Guarantor warrants that it shall act in gootihfand exercise all due care having regard
to the generally accepted standards of practigamnt company guarantees.

1.4  The obligations of the Guarantor under this LetfeGuarantee shall extend only tdgdme

of Company requiring Guarantee and/or Name of GatriCompanly interest share of the
Contractor obligations undeiSgction.]. of the PSC and shall in no way be construed as a
guarantee of the obligations of any other entitywpdsing the Contractor.

1.5 The liability of the Guarantor shall not be disaea by any payment or succession of
payments hereunder, unless and until such paynrgrayonents shall amount in the aggregate to
the Guarantee Sum.

2.0 EFFECTIVE DATE and TERM

2.1  This Letter of Guarantee shall become effectin the flay  of , ] and
remain in effect until such time as the obligations

- [the Minimum Exploration Work Requirements for (hatial, Second or Third Exploration
Periodpursuant to Article 4have been completed by the Contractor;

3.0 REDUCTION of GUARANTEE

3.1 During the ear/Period, the Guarantor may reduce the amount availabig&yment to
the Beneficiary under this irrevocable and uncooddl Letter of Guarantee, on gepr-by-year
basis or obligation-by-obligation basis from tinetimg provided that the Contractor delivers to
the Guarantor a certificate, duly issued and sidnethe Beneficiary to the effect that:
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(1) The obligations of the relevant year or theevant obligations or the relevant items of
work, have been completed in accordance with th€ B&d any amendments or modifications
thereto;

(i)  Alltechnical data related thereto has beelivde=d to the Beneficiary; and

(i)  The amount by which the Guarantee sum is aped for reduction on ggar-by-year basis

or obligation-by-obligation basis from time to time expressly stated and in accordance with the
following schedule:

[REDUCTION ON YEAR-BY-YEAR BASIS]

(@) by an amount of [ State sum of dollars (US$ )] dollars upon completion of the
Exploration Work Programme for the first year.

(b) by an amount of [State sum of dollars (US$ )] upon completion of the Exploration
Work Programme for the second year.

(c) by an amount of [State sum of dollars (US$ )] upon completion of the Exploration
Work Programme for the third year.

(d) by an amount of [State sum of dollars (US$ )] upon completion of the Exploration
Work Programme for the fourth year.

(e) by an amount of [State sum of dollars (US$ )] upon completion of the Exploration
Work Programme for the fifth year.

Q) by an amount of [State sum of dollars (US$ )] upon completion of the Exploration

Work Programme for the sixth year.

(INCLUDE FURTHER PARTICULARS AS AGREED)
[REDUCTION ON OBLIGATION-BY-OBLIGATION BASIS]

(@) by the sum of ............upon completion of .................. & forth in Sectiont.3 of the
PSC,;
(b) by the sum of ............upon completion of .................. & forth in Section4.4 of the
PSC,;
(c) by the sum of ............upon completion of .................. & forth in Sectiord.5 of the
PSC,;

(INCLUDE FURTHER PARTICULARS AS AGREED)

40 ENFORCEMENT OF GUARANTEE

In accordance witlsection 2.2(a) (iii) and Section 4.3 and [Insert 4.and 4.5 as applicablepf
the PSC, if at the end dhe (Initial, Second or Third Periogursuant to Article }or upon
revocation or termination of the PSC,

(1) the Contractor has failed to perform all or gogrt of its obligations arising out of the
Minimum Exploration Work Requirements for the {&hjtSecond or Third Exploration Period
pursuant to Article 4]in accordance with the PSC; or

(i) an order is made or an effective Resolutiopassed for the winding up of thedme of
Company requiring Guarantge

the Beneficiary shall
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(@) notify [Name of Company requiring Guarankethe Contractor and Guarantor in
writing of Contractor’s non-compliance and the dstthereof; and

(b) allow the Contractor sixty (60) days from thatel of such notice at (i) above, to
perform its requisite obligations and correct im+tompliance,

failing which [the Guarantee sum, /the amount corresponding tgtbportionate share of
the aggregate amount of which the Contractor isdafault under the PSTshall be
available for payment within five (5) working dagiter presentation by the Beneficiary to
[Name of Company requiring Guaranked the following:

1. Letter of Guarantee; and
2. A written demand signed by the Beneficiary, wrgets forth
(1) the amount claimed by the Beneficiary and certifyng that the amount

claimed represents the amount due and owingNbyne of Company requiring
Guarantee and/or Name of Carried Comphmyith respect to its..% interest
share as Contractor under the PSC, of the obligatiodeu[Section. ]. of the PSC,
that the Contractor failed to perform;

(i) details of Contractor's non-compliance andueg to perform its requisite
obligations and/or correct its non-compliance;

(i) Name of Company requiring Guarantee and/or Nam@asfied Companjy
has been notified in writing by the Beneficiary, ®gistered letter or couri€n
copy of which is attached to the Beneficiary’s wrien demand)that a drawing is
being made against this irrevocable Letter of Goutaa

4.5 Payment of the Guarantee sum in accordance wittidBet.4 above, shall be subject to any
reduction under Section 3.1 hereof and shall Hellrsatisfaction of all claims by the Beneficiary
concerning work to be performed bidme of Company requiring Guarantee and/or Name of
Carried Companl in respect of - [the Minimum Exploration Work Requirements for ¢hetial,
Second or Third Exploration Periquursuant to Article 4]

4.6  All sums due and payable by the Guarantor undsrlikiter of Guarantee shall be made in
full without set-off or counterclaim and free andar of and without deduction for or on account
of any future or present taxes, levies, impostsieducharges, fees, deductions, or withholdings,
now or hereafter levied, collected, withheld oressed by a governmental authority.

5.0 CANCELLATION AND DISCHARGE OF GUARANTEE

5.1 This Letter of Guarantee shall be duly cancelled discharged and the Guarantor shall be
completely released from this Letter of Guaranfgeyided that the Contractor delivers to the

Guarantor a certificate, duly issued and signethbyBeneficiary or the Permanent Secretary to the
effect that:

(1) (a) the Contactor, in accordance with the PSd any amendments or modifications
thereto, has completely fulfilled all or any paftits obligations in respect of - [the Explocat
Work Programme for the (Initial, Second or Thirdpbration Period pursuant to Article 4]; and

(b) all technical data related thereds been delivered to the Beneficiary; or

(i) (&) the Guarantor has paid the Guarantaa Buaccordance with Section 4.4 and subject to
any reduction under Section 3.1 hereof; and

(b) the Contractor has delivered all techl data related thereto to the
Beneficiary; or
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(i) (@) the Contractor has ceased to engage iroRem Operations; and
(b) all technical data related theteas been delivered to the Beneficiary.

5.2 [Name of Company requiring Guarantee and/or Nam@asfied Companlymay terminate
this Guarantee by written notice to the Guaranpooyvided however, that no such notice shall
become effective until the Guarantor receives wamittauthorisation for termination of the
Guarantee from the Beneficiary.

5.3 Upon its cancellation and written authorisationtlwy Beneficiary, this Letter of Guarantee
shall be returned to the Guarantor.

6.0 VALIDITY of GUARANTEE in case of AMENDMENTS to the CONTRACT or
REORGANIZATIONS

6.1  Suspension, revocation, termination, amendmengaaton to the PSC, including without
limitation, extensions of time for performance, cession or waiver by the Beneficiary or any
other person in respect of the Contractor’s ohliget under the PSC, forbearance or forgiveness in
respect of any matter or thing concerning the P8Ghe part of the Contractor, shall not in any
way prejudice, affect, discharge, impair or dimmike validity of this Letter of Guarantee and
liability of the Guarantor thereunder.

6.2 In the event that —

)] there is a change in ownershipéme of Company requiring a Guarantee;
i) Name of Company requiring a Guaranteansfers all or part of its interest in the PSGto
third party;

i) the Guarantor ceases to be the ultimate patentpany ofName of Company requiring a
Guaranteeor
iv) an order is made or an effective Resolutiopassed for the winding up of the Guarantor;

Name of Company requiring a Guarantgeall promptly notify the Beneficiary accordinglndh
this Letter of Guarantee shall be replaced by aaqiae, as approved by the Beneficiary.

6.3 Delay or omission by the Beneficiary in exercisamgy right, power or remedy under this
Letter of Guarantee shall not impair that rightweo or remedy or constitute a wavier of it nor
shall any single or partial exercise of any rigitywer or remedy preclude the exercise of that right
power or remedy.

6.4  This Letter of Guarantee is in addition to and imosubstitution for or prejudiced by any
present and future guarantee, lien or other sgchetd by the Beneficiary as security for the
obligations of the Contractor. The Beneficiary'ghts, powers and remedies under this Guarantee
are in addition to and not exclusive of those paedi by law.

7.0 SUCCESSORS and ASSIGNS

7.1 The Guarantor may not assign or transfer anysaifigits or obligations under this Letter of
Guarantee without the Beneficiary’s prior writtesnsent.

7.2 All of the covenants and Contracts of Guarantaorfegh herein shall bind the Guarantor
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and its successors and assigns and shall inutestbanefit of the Beneficiary, his successor and
assigns.

7.3  The Beneficiary may assign all or any part of ights and benefits under this Letter of
Guarantee at any time without the consent of theti@otor and the Guarantor.

8.0 GOVERNING LAW

8.1  This irrevocable Letter of Guarantee is subjecama shall be construed and applied in
accordance with the Uniform Rules for Contract Guéges of the International Chamber of
Commerce (Publication N0.325), as in effect onEFective Date of the PSC.

9.0 MISCELLANEOUS

9.1 The terms contained herein, unless otherwise difieeein or the context hereof otherwise
requires, shall have the same meanings as asd¢alibdm in the PSC.

9.2  Every provision contained in this Letter of Guaesnshall be severable and distinct and if
at any time any one or more of such provisions isezomes invalid, illegal or unenforceable, the
validity, legality and enforceability of the remaig provisions shall not in any way be affected
thereby.

9.3 This Letter of Guarantee shall not be amended, fieddialtered or supplemented without
the prior written approval of the Beneficiary.

10.0 NOTICES

10.1 Any notices under this Guarantee shall be in mgitnd delivered by hand or courier at the
address set out hereunder as follows:

(i) THE BENEFICIARY
[insert information

(i) THE GUARANTOR
[insert informatiof

10.2. Notice under any provision of this Letter of Gudesnshall be deemed delivered when
received by the Party to whom such notice is daect

10.3. Oral communication does not constitute notice fmppses of this Letter of Guarantee.

10.4. Each Party shall have the right to change its adsde¢ any time and/or designate that
copies of all such notices be directed to anotddress, by giving at least (10) days prior written
notice thereof to the other party.

IN WITNESS WHEREOF, the undersigned has executed this Letter of Gteea with due
authority, this day of 20 .

[Name of Guarantof
By:
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Name:
Title:
Date:

Accepted for and on behalf of the Ministry

By:
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SCHEDULE D
PARENT COMPANY GUARANTEE FOR THE PERFORMANCE OF ANY
OBLIGATION UNDER THE CONTRACT OTHER THAN THOSE IN A CCORDANCE
WITH SECTIONS 4.3, 4.4 AND 4.5
(Insert Name of Company)

GUARANTEE

in accordance with
Paragraph 2.2(a) (iv)

of the
PRODUCTION SHARING CONTRACT

for

B L O CK (Insert Block Name)
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NOTE: The Ministry shall require that:

(1) This Guarantee be prepared using the officiabrporate letter head of the
company/financial institution which is providinget Guarantee; and

(2) The official corporate seal of the company/fio@l institution which is providing the
Guarantee be affixed to this Guarantee.

(Official Letterhead)
(Date)

The Honourable..........

(NAME, DESIGNATION AND ADDRESS

OF PERSON WHO IS ENTITLED BY LAW TO

BE NAMED ON GUARANTEE — MOST LIKELY THE
Ministry)

Letter of Guarantee in accordance with Paragraph 2 (a)(iv)
of the Production Sharing Contract for Block (Insert Block Name)

Dear Sir

A Production Sharing Contract dated and effective the day of or dated the day of
and effective the day of ] (hereinafter referred to a&he “PSC”), was entered into the,
acting on behalf of the Ministry hereinafter reéelrto as'the Beneficiary”) of the Second Part
and Name of any other Parties to the H§Gcorporation details and local registered addrgss
with respect to contract area situatdthine of Areh commonly referred to asNpme/No. of
BlocK and more particularly described in the PSC.

[If applicable]

RECITE PARTICULARS - COMPANY NAME CHANGE, ASSIGNMEN T (S) and
CURRENT PARTIES ON BLOCK

For all intents and purposeldme of any other Parties to the AS(e collectively referred to as
“the Contractor” under the PSC.

[FOR A FINANCIAL INSTITUTION ISSUING A GUARANTEE]

In accordance witlParagraph 2.2(a) (iv) of the PSC, at the request of and on behalf Najme of
Company requiring Guarantge[Name, Address and Incorporation details of Guaraimg
Entity] (hereinafter referred to a&uarantor”)

OR

[FOR A PARENT COMPANY ISSUING A GUARANTEE]

In accordance witlParagraph 2.2 (a)(iv) of the PSC, at the request of and on behalNainje of
Company requiring Guarantge[Name, Address and Incorporation details of Guaraimg
Entity] being the ultimate parent company there@dfereinafter referred to asGuarantor”),
HEREBY COVENANTS AND AGREES with the Minister acting on behalf of the Ministrgs
follows:

[I[F GUARANTEE IS FOR TOTAL COST]
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1.0 GUARANTEE

1.1 The Guarantor hereby issues BNCONDITONAL AND IRREVOCABLE LETTER

OF GUARANTEE in favour of the Beneficiary in the sum XX HUNDRED THOUSAND
UNITED STATES DOLLARS US$ X00,000.0D)(hereinafter referred to as tH¢he Guarantee
Sum?”) for the performance of any obligations under th€ P&er than those obligations referred
to in Sections 4.3, 4.4 and 4 .&f the PSC.

OR

[[F GUARANTEE IS FOR PROPORTION OF TOTAL COST

AND/ OR A CARRIED INTEREST SHARE]

The Guarantor hereby issues BINCONDITONAL AND IRREVOCABLE LETTER OF
GUARANTEE in favour of the Beneficiary in the sum oKXX HUNDRED THOUSAND
UNITED STATES DOLLARS US$ 200,000.0Dfhereinafter referred to as tHihe Guarantee
Sum)representingName of Company requiring Guarantee)

Percentage interest of [.....%] under the PSC; and

Liability for the [....... %] carried interest share (iflame of State Company) percentage
interest under the PS(hereinafter referred to aghe Carried Interest Share’

for the performance of any obligations under th€ RBfher than those referred toSections 4.3,
4.4 and 4.5 of the PSC.

1.2 The Guarantor warrants that this Letter of Guamntenstitutes its legally binding
obligations enforceable in accordance with its &fsubject to insolvency laws, creditors’ rights
and principles of equity) and to the best of itewledge does not conflict with any law, regulation
or instrument binding on or relating to the Guaoarand that this Guarantee is within its powers
and has been duly authorized by it.

1.3  The Guarantor warrants that it shall act in gootihfand exercise all due care having regard
to the generally accepted standards of practigamnt company guarantees.

1.4  The obligations of the Guarantor under this LetfeGuarantee shall extend only tdgme

of Company requiring Guarantee and/or Name of GatrCompanlyinterest share of Contractors
obligations in and under the PSC, other than tlotdigations referred to iSections 4.3, 4.4 and
4.5 of the PSC and shall in no way be construed asasagtee of the obligations of any other
entity comprising the Contractor.

1.5 The liability of the Guarantor shall not be disaed by any payment or succession of
payments hereunder, unless and until such paymegmayoments shall amount in the aggregate to
the Guarantee Sum.

2.0 EFFECTIVE DATE and TERM
2.1 This Letter of Guarantee shall become effectin the flay  of , ] and
remain in effect for theNumber of Year/Year/Peripdf the PSC until the earlier of:

(1) such time as the obligations other than thdseyations referred to isections 4.3, 4. and
4.5 of the PSC have been performed by the Contraator;
(i) [period of timé after the expiry of[N\umber of Year/Year/Peripd
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3.0 ENFORCEMENT OF GUARANTEE
3.1 In accordance with the PSC, if
(1) the Contractor has failed to perform all or gwart of its obligations under the PSC other
than those obligations referred toSections 4.3, 4.4 and 4.6f the PSC; or
(i) an order is made or an effective resolutionpassed for the winding up oName of
Company requiring Guarantge
the Beneficiary shall
(@) notify [Name of Company requiring Guaranfeand Guarantor in writing of
Contractor’'s non-compliance and the details theraad
(b) allow the Contractor sixty (60) days from thated of such notice at (i) above, to
perform its requisite obligations and correct im+tompliance,
failing which [the Guarantee sum, /the amount corresponding tg@tbportionate share of
the aggregate amount of which the Contractor isdefault under the PSTshall be
available for payment within five (5) working dasier presentation by the Beneficiary to
[Name of Company requiring Guaranted a Letter of Guarantee and a written demand
signed by the Beneficiary, whiget forth:
(1) the amount claimed by the Beneficiary and certifyng that the amount
claimed represents the amount due and owingName of Company requiring
Guarantee and/or Name of Carried Comphmyith respect to its..% interest
share as Contractor under the PSC, for obligations rothen those referred to in
Sections 4.3, 4.4 and 4 .&f the PSC, that the Contractor failed to perform;
(i) Details of Contractor’'s non-compliance andldeg to perform its requisite
obligations and/or correct its non-compliance;
(1) [Name of Company requiring Guarantee and/or Nam@aofied Company]
has been notified in writing by the Beneficiary, tegistered letter or courier
(a copy of which is attached to the Beneficiary’stten demand) that a
drawing is being made against this irrevocabledraif Guarantee.

3.2 Payment of the Guarantee sum in accordance withioBe8.1 above, shall be in full
satisfaction of all claims by the Beneficiary comieg work to be performed byNpme of
Company requiring Guarantee and/or Name of Cari@mpany, in respect of obligations under
the PSC other than those obligations referred t&antions 4.3, 4.4 and 4.6f the PSC for
[Number of Year/Year/Peripd

3.3  All sums due and payable by the Guarantor undsritter of Guarantee shall be made in
full without set-off or counterclaim and free andar of and without deduction for or on account
of any future or present taxes, levies, impostsieducharges, fees, deductions, or withholdings,
now or hereafter levied, collected, withheld oressed by a governmental authority.

4.0 CANCELLATION AND DISCHARGE OF GUARANTEE

4.4 This Letter of Guarantee shall be duly cancedlad discharged and the Guarantor shall be
completely released from this Letter of Guaranfgeyided that the Contractor delivers to the
Guarantor, a certificate duly issued and signethbyBeneficiary to the effect that:

(1) (a) the Contractor, in accordance with the R®@ any amendments or
modifications thereto, has coetgly fulfilled all or any part of its
obligations under the PSC, othan those obligations referred to in

Sections 4.3, 4.4 and 4 herein; and
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(b) all technical data related thereto has beéeated to the Beneficiary; or
(i) (@) the Guarantor has paid the Guarantga B accordance with Section 3.1; and
(b) the Contractor has deliveredethnical data related thereto to the Beneficiary;

(i)  (a) the Beneficiary has issued a ibedte to the effect that the Contractor has
ceased to engage in Petroleusr&jons; and

(b) all technical data related theteas been delivered to the Beneficiary.

4.5 [Name of Company requiring Guarantee and/or Nam@asfied Companymay terminate
this Guarantee by written notice to the Guaranpoovided however, that no such notice shall
become effective until the Guarantor receives wamittauthorisation for termination of the
Guarantee from the Beneficiary.

4.6  Upon its cancellation and written authorisationthy Beneficiary this Letter of Guarantee
shall be returned to the Guarantor.

5.0 VALIDITY of GUARANTEE in case of AMENDMENTS to the CONTRACT or
REORGANIZATIONS

5.1 Suspension, revocation, termination, amendmeméaoation to the PSC, including without
limitation, extensions of time for performance, cession or waiver by the Beneficiary or any
other person in respect of the Contractor’s ohlogest under the PSC, forbearance or forgiveness in
respect of any matter or thing concerning the P8Ghe part of the Contractor, shall not in any
way prejudice, affect, discharge, impair or dimmite validity of this Letter of Guarantee and
liability of the Guarantor thereunder.

5.2 In the event that —

) there is a change in ownershipNdme of Company requiring a Guarantee;

i) Name of Company requiring a Guaranteansfers all or part of its interest in the PSGto
third party;

i) the Guarantor ceases to be the ultimate pacentpany ofName of Company requiring a
Guaranteeor

V) an order is made or an effective Resolutiopassed for the winding up of the Guarantor
[Name of Company requiring a Guararteshall promptly notify the Beneficiary
accordingly and this Letter of Guarantee shall dq@aced by a guarantee, as approved by
the Beneficiary.

5.3 Delay or omission by the Beneficiary in exercisamgy right, power or remedy under this
Letter of Guarantee shall not impair that rightweo or remedy or constitute a wavier of it nor
shall any single or partial exercise of any rigitwer or remedy preclude the exercise of that right
power or remedy.

5.4  This Letter of Guarantee is in addition to and imosubstitution for or prejudiced by any
present and future guarantee, lien or other sgchetd by the Beneficiary as security for the
obligations of the Contractor. The Beneficiary'ghts, powers and remedies under this Guarantee
are in addition to and not exclusive of those paedi by law.
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6.0 SUCCESSORS and ASSIGNS

6.1 The Guarantor may not assign or transfer anysafights or obligations under this Letter of
Guarantee without the Beneficiary’s prior writtesnsent.

6.2  All of the covenants and Contracts of Guarantorf@eh herein shall bind the Guarantor
and its successors and assigns and shall inutestbanefit of the Beneficiary, his successor and
assigns.

6.3 The Beneficiary may assign all or any part of ights and benefits under this Letter of
Guarantee at any time without the consent of theti@otor and the Guarantor.

7.0 GOVERNING LAW

7.1 This irrevocable Letter of Guarantee is subjecand shall be construed and applied in
accordance with the Uniform Rules for Contract Guéges of the International Chamber of
Commerce (Publication N0.325), as in effect ondtfective date of the PSC.

8.0 MISCELLANEOUS

8.1 The terms contained herein, unless otherwise défimerein or the context otherwise
requires, shall have the same meanings ascribibeéntoin the PSC.

8.2  Every provision contained in this Letter of Guaesnshall be severable and distinct and if
at any time any one or more of such provisions isezomes invalid, illegal or unenforceable, the
validity, legality and enforceability of the remaig provisions shall not in any way be affected
thereby.

8.3  This Letter of Guarantee shall not be amended, fieddialtered or supplemented without
the prior written approval of the Beneficiary.

9.0 NOTICES
9.1  Any notices under this Letter of Guarantee shalirb&riting and delivered by hand or
courier at the address set out hereunder as fallows

(1) THE BENEFICIARY
[insert information

(i)  THE GUARANTOR
[insert information

9.2. Notice under any provision of this Letter of Guaesnshall be deemed delivered when
received by the Party to whom such notice is déect

9.3. Oral communication does not constitute notice imppses of this Letter of Guarantee.
9.4. Each Party shall have the right to change its a$de¢ any time and/or designate that

copies of all such notices be directed to anotddress, by giving at least (10) days prior written
notice thereof to the other party.

Model PSC under theetroleum Act
Page 87



IN WITNESS WHEREOF, the undersigned has executed this Letter of Gteea with due
authority, this day of 20 .

[Name of Guarantof
By:

Name:

Title:

Date:
Accepted for and on behalf of theMinistry

By:
The Honourable...............
Ministry
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SCHEDULE E
INFORMATION TO BE SUBMITTED TO FACILIATE CONSIDERAT ION OF AN
APPLICATION TO BE APPOINTED AS OPERATOR

Where an application is made for the transfer okem@rship, the Operator must satisfy the
Ministry that the proposed Operator has the capglbd be Operator.

An applicant for qualification as an operator shadibmit the following information to the
Ministry:

(a) proof of the legal capacity of the applicant, irthg documentation in respect of
incorporation as a limited liability company;

(b) details of the structure of the applicant as arimss entity;

(c) particulars of all holdings of not less than 5 pent in number or value of any class of
capital issued by the applicant;

(d) evidence of the financial resources available ®dpplicant for Petroleum Operations
and, where the resources are borrowed or attraedddence of the source of the
resources;

(e) any plans or commitments of the applicant in respédetroleum Operations for the
following 5 years;

(H the annual financial reports of the applicant fa previous 3 years;

(g) details of previous roles, responsibilities, atiéd and achievements of the applicant in
respect of:

(i) offshore exploration or production activities inmior-Leste or elsewhere; and
(i) frontier exploration;

(h) details of the environmental management systerheo&pplicant;

(i) the environmental policy of the applicant;

() details of the environmental record of the applidanthe previous 5 years;

(k) details of the health and safety management systehe applicant;

() the health and safety policy of the applicant;

(m) details of the health and safety record of theiappt for the previous 5 years; and

(n) evidence of the past performance of the applicardgspect of:

0] the procurement of local goods and servicesuse in respect of Petroleum
Operations;

(i) the employment of local persons; and
(i)  the transfer of technology and skills and the tiragnof local persons.
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