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REPUBLIC OF YEMEN

{1 PRODUCTION SHARING AGREEMENT
L BETWEEN

n MINISTRY OF OIL AND MINERALS

AND

I1- DNO ASA

{ 72- ANSAN WIKFS (HADRAMAUT)LTD
|

3- TG HOLDINGS YEMEN INC.

'4- THE YEMEN COMPANY (A SUBSIDIARY OF
' YEMEN OIL AND GAS CORPORATION)

i IN THE AL-AIN AREA

’ BLOCK (72)

- HADRAMAUT GOVERNORATE
b’rea mble

he day of 14-—H corresponding to the -—--
«~day of 200———, between the Ministry of Oil and

“Hinerals (herecinafter referred to as "MINISTRY" or
LFMOM" ) and DNO ASA (hereinafter referred to as
“DNO”), a corporation duly organized and existing under
the laws and regulations of Norway, and Ansan Wikfs
Hadramaut) Limited (hereinafter referred to as
IANSAN™), a corporation duly organized and existing
under the laws and regulations of the Cayman Islands and
G Holdings Yemen Inc. (hereinafter referred to as
T'G”) a corporation duly organized and existing under
the laws and regulations of Turks & Caicos Islands,
ritish West Indies, and The Yemen Company
&ereinafter referred to as the “Yemen Company”), a
ihsidiary of Yemen Oil and Gas Corporation, organized
and existing under the laws of the Republic of Yemen,
INO, ANSAN, TG and the Yemen Company are
sreinafter referred to jointly and collectively as the
“CONTRACTOR?”.

J;HEREAS, all natural resources including all their types
d energy sources existing in the surface or subsurface of
the ground, in the territorial waters, or the continental
lell and the entire exclusive economic zone of the
EPUBLIC OF YEMEN are the property of the STATE;

! =,

“Fhis Agreement was made and entered into in Sana'aon
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' "WHEREAS, the STATE wishes to promote the
development of potential Petroleum resources in the
Agreement Area defined in this Agreement and the
i s\CONTRACTOR wishes to join and assist the STATE in
the Exploration, Development and production of the
I"Ipotential Petroleum resources in the Agreement Area,
AL-AIN, BLOCK (72), Hadramaut Governorate,
REPUBLIC OF YEMEN; and

WHEREAS, the STATE authorized the MINISTRY to
negotiate and execute this Agreement in accordance with
terms negotiated herein between the MINISTRY and the
[ 3CONTRACTOR; and

'r
L

[R——

,WHEREAS, a law shall be issued expressly ratifying this
;Agreement' and

iy

‘ WHEREAS the CONTRACTOR is willing to undertake
T rthe obligations provided under this Agreement as a
kDontractor with respect to the Exploration and
evelopment  (including production, storage and
transportation of Crude Oil in the Agreement Area) and
;”possesses all the necessary financial resources and the
L itechnical and professional competence to carry out the
Petroleum Operations described under this Agreement.

i NOW THEREFORE, the Parties hereto agree as to the
followmg

)

. Ll An "Affiliated Company" means a company:

ARTICLE 1
DEFINITIONS

a. in which the - share capital conferring a majority
i of votes at stockholders' meeting of such
company is owned directly or indirectly by a
i Party hereto; or

b. which is the owner directly or indirectly of share
1 capital conferring a majority of votes at
| stockholders' meetings of a Party hereto; or

c. whose share capital conferring a majority of
votes at stockholders' meeting of such company
and the share capital conferring a majority of
votes at stockholders' meeting of a Party hereto
are owned directly or indirectly by the same
company; or

— |

. rmasannmy [,
ey

d. which directly or indirectly controls, is controlled
by, or is under common control with a Party
hereto.
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For the purposes of this definition, the word
"control” means the right to exercise more than
fifty percent (50%) of the voting rights at
shareholders' or partners' meetings. For the

purposes of this definition, the term "Party.

hereto” means the MINISTRY or any of the
entities comprising the CONTRACTOR.

"Agreement" shall mean this Production Sharing
Agreement and the attached Annexes.

"Agreement Area" means the area as described in
Annex "A" and shown on the map labeled Annex
"B" which are attached to this Agreement. This area
may be reduced from time to time in accordance
with Article 5 of this Agreement.

"Associated ‘Gas" means the Gas which is
associated with Crude Oil when it is produced from
any well in the Agreement Area, or can be acquired
after separation at the lease separators. The aforesaid
description includes all the elements that are
components of the Associated Gas prior to its
processes through the extraction, condensation,
distillation and liquification facilities.

"Barrel" or "BBL" consists of forty-two (42) US
gallons measuring a liquid at a temperature of sixty

degrees Fahrenheit (60 ° F) and atmospheric pressure
of 14.70 PSIA.

"Commercial Discovery' means a discovery which
the CONTRACTOR determines to be worthy of
commercial Development, as set forth in Article 3.5
of this Agreement.

any geological feature which, after testing for a
period of not more than thirty (30) consecutive Days
where practical, and in accordance with sound and
accepted Petroleum Industry production practices
and verified by MOM, is found to be capable of
producing Gas at a rate that, in the
CONTRACTOR’s opinion economically justifies the
undertaking of appraisal work. The date of discovery
of a Commercial Gas Well is the date on which such
well is tested and completed, according to the above.
Written notice of such discovery shall be given to the
MINISTRY, together with a report of the test results
and other information available from the well, no
later than thirty (30) Days following the conclusion
of such testing,

1.7 "Commercial Gas Well" means the first well on
f
{

T8 KL SN (0 B P S R WP PO | Y
4+—uﬂgk4.%,~aﬂ|4__uJLA4“’_QL}_aM LA il
Gt Oma 3y (%0 1) Opssad e 243
cileldal o sl Ldea Clelaal 8 Cuy gosil
.\A')(L‘.Lm.«uu;u):u!”.uua‘)év‘, ﬁlS)u!‘
u‘,s.gq.l.“ l..l‘s_).m“ ua,_;' J‘ 0J|JJ!| q.\q(u[)ln'

sl i
Gl y o3n LYl i AS LA 4 a3 A EL)
A PTY BV

Galdl 3 L pa gl kil as 43R A3kt

23¢2 Ot yall () Galdll Slawudll m,dlg;m,(i)

uu‘,u.nula.u.“b.\.hhl_uuua.\m‘su.\shs u’m\ll
,:L._ﬁ\.i.\'\]h:moa(b) Sl Caa g 2Y

c_u.\,_ia_“ _)‘_..a.“ A t.ta‘-;A.A” J‘—‘l—“
A_AI:MH_).\_JQ‘U_AP\_\HL_\;“L_J;L.AA
e Jy—aall o Say g f Yl
L pal Wl S agd A Jaty
padaiul el dia 8 4 Salee Jo8 Gaalaadl Ll
Lt bl f gl

o—elyo—tl o 0S5 "
fa—addl il Y 0 el ‘_,“AO._AU)!L—A(iY)
(V0) O a Aa 0 e Yaea Ml S A Yl
[ dd) (YE,V2) oot g aa Jaiuay Cugd jgd Ao 0

Axpall dia il

et Ad JyEdl 53 LS iy " ladl cilasyt®
sdA (e (0 -Y) 3ol “’4 One g2 L«S Ay jtadl danly
: oAy

g;.qs_p9;|q,4_)xqtjj 24 lasl LAY Loy
a5 Y s L jlaal -\—-uc—mug-—AJ‘y-'-
J\_a.‘|c\_u|,_,__\caﬁul¢._||u_40_)|_)}_]|

u__acd_ﬂ_u“‘;‘_)u_uac)_).\_._jd.\_a&
‘z_uull [l I Ve ‘a\_nll P TP ) I WL |
iyl J|_...!|)4_.4u|_mﬁc_._,\_|u,_<.u
‘a_"lg"_b}_c‘ AJL’_,_.A‘_A]‘_'&J_):I__!“
c__A3J|jJ_|| u_‘j ‘.,.:‘_'IS“ _)\a._&y|(__tﬁ
Lty —SW @S e s
535y 2o gn g i (30 53l el 1

J

°Y.\

LA

:i-\

0.y

e

V-



]

1

‘1.

~ﬁ__._.,.
—

—

- .
poscnceaam P i ey b oy

.

15" "Commercial Oil Well" means the first well on any

geological feature which, after testing for a period of
,I'no‘t more than thirty (30) consecutive Days in
+ ' accordance with sound and accepted Petroleum
., Industry  production practices, is capable of
* [ producing Oil at a rate that, in the CONTRACTOR’s
« | opinion, economically justifies the undertaking of

appraisal work. The date of establishment of a
* T Commercial Oil Well is the date on which the
; | CONTRACTOR notifies the MINISTRY in writing

that such well has been completed and tested
1 Paccording to the above. Such notice is to be given,
| | together with a report of the test results and other

information available from the well, no later than
Trthll’ty (30) Days following the conclusion of such
1testmg

 The "CONTRACTOR" means the companies set

“forth in the preamble to this Agreement and any of
* “thelr assignees, as provided for in Article 20 of this
Agreement,

!’!
{v‘ "Cost Oil" means the Crude Oil allocated for cost-
recovery as - defined in Article 7.1 of this
Agreement.

-t

o

"Customs Duties" means the customs duties
referred to in Article 12 of this Agreement.

—
Ll

“"Dependent Unit" means any corporation,
authority, board, company, or directorate of the
. MINISTRY, authorized by the MINISTER
according to Article 31 of this Agreement to
» undertake the rights and obligations of the
MINISTRY concerning this Agreement.

e

[

3 "Development" means, but is not limited to, all
the operations and activities pursuant to approved
Work Programs and Budgets under this Agreement,
including, but not limited to, the drilling,
~ deepening, plugging back, side tracking, redrilling,
completing and equipping of all types of
development wells, the design, construction,
- installation, commissioning, operation, servicing
and maintenance of equipment, lines, systems,
facilities, plants and related operations in
I connection with all types of development wells,
| production, saving, treating, processing and
handling of Petroleum; the taking, saving, storing,
* transporting and delivering of Petroleum for export,
- and the undertaking of re-pressuring, recyclmg and
other secondary recovery projects.
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' Development Block or

r discovery of Petroleum ,
. Petroleum discoveries and -other related holes and

I
t
b

Jl

means  the entire
Development Blocks
covering the entire geological structure capable of
production, as defined in a Request for Conversion
to  Development Area signed by the
CONTRACTOR and approved by the MINISTER.

"Development  Area"

5 "Development Block" means an area, the corner

points of which have to be coincident with six (6)
minutes by six (6) minutes latitude and longitude
divisions - according to the “International Grid
System” except where limited by the exnstmg
boundaries of the Agreement Area.

"Development Expenditures" means all costs,
expenses and expenditures for Development
operations with the exception of Operating
Expenses.

"Development Period" means the period for

{ + conducting Development operations as provided in

Artlcle 3.4.2 of this Agreement.

"Dry Gas" is a non-Associated Gas, or the natural

. gas that exists in any geological reservoir that does
* not include Oil. The above definition is applied to

all natural gas that is produced to the surface not in
- association with Crude Oil or condensates.

"Effective Date" means the date of the issuance of
the law ratifying this Agreement as provided in

+ Article 33 of this Agreement.

"Exploration" shall .include but not be limited to
such geological, geochemical, geophysical, aerial
and other surveys, and interpretation thereof, as

' may be contained in the approved Work Programs
, and Budgets, and the drilling of such shot holes,

core holes, stratigraphic tests, holes for the

or the appraisal of

wells, and the purchase or acquisition of such

r1 supplies, materials, services and equipment thereof,
! as may be contained in the approved Work
* Programs and Budgets.

"Exploration Advisory Committee" means the
I committee that is designated by both Parties during
the Exploration Period as provided for and defined
in Article 4.3 of this Agreement. '

"Exploration
I expenditures,

Expenditures"  means all
costs and expenses incurred for

i Exploration activities after the Effective Date of

this Agreement and those incurred after the
signature of this Agreement if approved by the
MINISTRY/ -~
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"Exploration Period™ and "First Exploration

_ Period" and "Second Exploration Period" mean

S

5

|
i

the periods of Exploration as defined in Article
341,

"Exploration Work Program and Budget"
means Work Program and Budget for Exploration
as defined in Article 4 and described in Annex “C”.

""Gas" means Dry Gas and/or Associated Gas.

I "Initial Commercial Production”" means the

first date upon which regular production of Crude
Oil from the first Development Area is transported
from such Development Area for the purpose of
sale, export, or processing at a refinery.

"Liquid Crude Oil " or " Crude Oil " or "Oil "
means any hydrocarbon produced from the
Agreement Area in a liquid state at the wellhead
or lease separators, and existing in a liquid form at
a temperature of sixty degrees Fahrenheit (60°F)
and atmospheric pressure of 14.70 PSIA.

"Minimum Work Obligation" means the
minimum Exploration work to be performed by the
CONTRACTOR with respect to the First
Exploration Period or the Second Exploration
Period, as applicable, as described in Annex "C".

"MINISTER" means the Minster of Oil and
Minerals or any other Minister designated from
time to time by the STATE to represent the STATE
with respect to this Agreement.

"MINISTRY" or "MOM" means the Ministry of
Oil and Minerals of ROY.

"Minimum Expenditure Obligation" means the
minimum expenditures to be paid by the
CONTRACTOR for Exploration with respect to
the First Exploration Period or the Second
Exploration Period, as applicable, as described in

! Annex "C".

1.32 "Month" or "Calendar Month" means a
! calendar Month,

according to the Gregorian

i calendar, starting on the first Day of the calendar

al
e

Month, unless another starting date is indicated in
the applicable provision of this Agreement. The
term "Day" means a day according to the Gregorian
calendar,
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I.3f[' v “Parties”
|

" "Monthly Average Daily Net Production' means

the total volume in Barrels of Liquid Crude Oil
" produced and saved from all the Development
Area(s) or Development Block(s) and not used in
Petroleum Operations during any Month, divided
by the number of Days in such Month. '

"Operating Expenses" means all costs, expenses

f1 and expenditures incurred on and after Initial
b

Commercial Production, which costs, expenses and
expenditures are not normally depreciable.

conduct the Petroleum Operations as specified in
Articles 3.1.

I
13][{ "Operator'" means DNO which is designated to

"Operating Committee" means the committee

] 1 established pursuant to Article 6 and Annex "E" of
{ | this Agreement.

CONTRACTOR and “Party” means either the
MINISTRY or the CONTRACTOR, as the context

;’ Y reqUIreS

l.3t£'L "Petrolenm" means Liquid. Crude Oil of various

densities, asphalt, Dry Gas, Associated Gas, and all
other hydrocarbon substances that may be found in,

L - and produced, or otherwise obtained and saved

from the Agreement Area, and all substances that
may be extracted therefrom.

"Petroleum Industry” means the international
petroleum industry.

"Petrolenm Operations” means Exploration,

1 Development and production operations and all
| | other operations authorized or contemplated under

this Agreement

"Production Sharing Oil" means the Crude Oil to
be shared between the MINISTRY and the
CONTRACTOR as described in Article 7.3 of this

|3
i Agreement,
.

"Quarter" or '"Calendar Quarter" means a
k‘period of three (3) consecutive Months beginning

L} on January 1st, April 1st, July 1st, and October 1st

of each Year.

E"Request for Conversion to Development Area™
means the request signed by the CONTRACTOR
[ and approved by the MINISTER for the purpose of

| j defining the Development Area with respect to a

A

means the MINISTRY and the -

lan] oins " masl LI Alal g gl B gall® 11 Y2

Tl y etiall y el ylly Lulia il ‘,ul.um,m

o padiaa puall g aatill el (3hlia aan

L«_,_uuc)g..u\}lu_c)g.ugldb\_md_,}ﬂluhhdl
el el A axe e

el Gl call <l € s Uadd o
G‘ "Yl ) ‘_).\4 U—d‘ Cn._g_)L__..a.nll_,
el y Gl ek ¢ (g 3l

ébu}l] sale ALL! L.h.né! g:l'“ hﬂ._!)l.ma]‘_,

Ill 3

eL..ﬂlL.ha.le d.a @.\q_uu &_.auu!\
(\-T’)oé\.dl

‘_.ulnt\_uS.a]H__\;nlq._m J;A_&f\“z_ul'

o A () .,( A),,,_-..\Al_,('\)u\__aﬂ
Aay

UJ_L J‘dJLJ&]‘JbJ‘JJ-“
S Jy 3 UUHH__‘}Q__&;
walll Gl 4kl

S - EN R N IR WAL ) P S
Y PP I [PRPRR. P W U
3...}3}3)5_,_));\4.“ J‘J.AS' ULS_, (trlal_a.aa“ _)L'L“J ch.all
=it o) gty AShaidl o lele ey a3l oo AN
Lghe palitd 8 Ll o gl

L, el Lo daiy "Tly S Leliali®
ROARN

Gt e 3 "ty A allal®
P LT P PIVARP T I S ..
AR 038 oy DaB i) g 2yl
Aal bl iy Mplan) 8 AL b
—h ‘_JS d_,\_j.n“_,'h_)‘j‘,__“ M@u‘;u‘
(XS WNPY ( 2015 NN I W

Ay
«_.JL,H‘,_N Mt S g I g

o v Jdd o N S | _)4_u| (M
SESY .} P Py (PU—" pryy P 73— ) P

A g8 O
"2 IAlI 2 eh_\‘ J‘ ‘ .’““ [ Jh"

d_,‘—uﬂ O—r H_,A“ t_l_-ua“ 3
Apuailly Apamll diboia g5 i jid )l e il

e

.- "ub-h‘ll“ :

3" 0¥ €.

¥Wou

AN

Yv-\

YA

:¥aa

ifead

2 AR

Y

Yoy

S ertran v

NI Nt e



14

1.4

{F
L4

13

Commercial Discovery of Oil. The form of such
] request is attached to this Agreement as Annex
{s “Hr,

"Royalty" means the royalty to which the STATE

. | is entitled in accordance with Article 3.2 of this

Agreement,

"ROY Income Taxes" means the taxes defined in
Article 9.1.2 of this Agreement.

+ "SCF" means the amount of Dry Gas necessary to
fill one (1) cubic foot of space at atmospheric
pressure of 14,70 PSIA and at a base temperature
of sixty degrees Fahrenheit (60°F).

7 "Working Day" means a Day on which banks in

' YEMEN are customarily open for business.

48 "Work Program and Budget" means the annual

work program and budget for Exploration and/or

{ i Development under this Agreement.

"1 "Year" or "Calendar Year" or "Tax Year" or
. "Financial Year" means a period of twelve (12)

consecutive Months, according to the Gregorian
-+ calendar, starting on January 1%, unless another
B starting date is indicated in the applicable provision
" of this Agreement.

"YEMEN" or "ROY" or "STATE" means the
* Republic of Yemen, and "GOVERNMENT" means
, the Government of the Republic of Yemen as
deﬁned in the constitution of ROY

1 ARTICLE 2
ANNEXES

21

i AnnexesllA" "Bll IICII "D" IIE" IIF" "

G", and " H " attached to this Agreement are
U hereby made part hereof and they shall be
} considered as having equal force and effect with

the provisions of this Agreement, provided that if
fthere is a conflict between any Annex and the
| i provisions of the main body of this Agreement, the
provisions of the main body of this Agreement
[ [ shall prevail.

|

5

L

2.1.1 Annex "A" is a description of the

Agreement Area.
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2.1.2 Annex

(XY

"B" is an illustrative map
indicating the Agreement Area. In the
event of any inconsistency between the
contents of Annex "A" and Annex "B", the
content of Annex "A" shall prevail.

2.1.3 Annex "C" sets out the Minimum Work

214

‘Expenditure

Obligation and the Minimum Expenditure
Obligation  during the Exploration
Period(s), and extensions thereof.

Annex "D" is the Form of the irrevocable
Letter of Credit.

't (a)The Operator on behalf of the Contractor

shall deliver to the MINISTRY, within thirty
(30) working Days from the Effective Date, an
irrevocable letter of credit in substantially the
form attached as Annex "D" ("Letter of
Credit") issued bya Yemeni bank selected by
the Operator on behalf of the Contractor and
acceptable to the Central Bank of Yemen in an
amount of Four million United States Dollars
(U.S$4,000,000) which corresponds with the
Minimum Expenditure Obligation for the First
Exploration Period or anther form of
Guarantee acceptable to MOM. The Letter of
Credit shall remain valid and effective for six
(6) Months after the end of said period.
Within thirty (30) working Days after the
end of the First Exploration Period, the
CONTRACTOR shall, if the CONTRACTOR
has elected to enter into the Second
Exploration . Period, deliver to the MINISTRY
a second Letter of Credit, in the form and on
the same conditions as the first Letter of
Credit, in the amount of the Minimum
Obligation for the Second
Exploration Period which is equal to Three
million United States Dollars (U.S$3,000,000)
or another form of Guarantee acceptable to
MOM less any credits for excess work
previously carried out by the
CONTRACTOR in the first Exploration
Period. If within fifteen (15) Working Days
after the thirty (30) Working Days specified in
either case above the CONTRACTOR fails to
deliver to the MINISTRY the required Letter
of Credit, this Agreement shall be considered

- null and void without any further procedure or

notices.

I (b)If, at the end of the First Exploration Period or

the Second Exploration Period or at the

termination of this  Agreement, the
CONTRACTOR has failed to fulfill its
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Minimum Work Obligation for the applicable

a e A el I dapll el Y

1 .. period, and neither the CONTRACTOR nor ¢i__Mall xws oA Syl o3 a el
i the bank under the applicable Letter of Credit 4 il 1l » iy a i
has paid the entire amount correspondingto 4 ded i) iy g q‘ J|
1 the amount of the .appllcable Letter of Credit LT WO I b ALl Ju < L3
O (reducseg‘R;s sll:;?]wg:d e::?IOW)’ then the ‘(a\__:nl Ottt 3t LsS yiniadl ) el
MINI titled to draw the 1 S el ki s s : .
. amount of said Letter of Credit against the 24— 3R ) ;"",“ Ga—u e
bank in accordance with its terms, Ao gl da g pAll s i pdoguy
-, (€) As to each Exploration Period, the amount of ~ ¢—=% QLSS o e S pa—iglad (g)
T : the Letter of Credit shall be reducedasand 3—ifia e ddeYl il tad L_o8 a0 4id3
ts when each part of the Minimum Work <l 3l W a sy e oad-<
_ Obligation is performed by the amount L_& J aall ol 133 K d)Luc-JAMM‘
I corresponding to the work as specified in s ’,,',--,'d____g et aldl i e pp
i i Annex " C". Each reduction shall be effected 5 FETE 4_u 30 By Gaob e gt
by a letter sngned by the MINISTRY and Taiia yall Tagualyy Lo il i Y Rl
e delivered to the issuing bank i in substantially L s "y . . PR !
L the fi o O daday () Galdl g (V) a5 Ll i
ii e form attached as Exlub;t IT to Annex "D". s o el ooy 2 gk oA oo s Jichid
Provided, however, if the Operator on behalf ot '-)l *"'L"" P CaHall 0= W Crta
*  of the CONTRACTOR delivers such a letter 2= lladl dldl faraa lgsle o 5ill5 550
. to the MINISTRY for its signature, specifying Al el e 551550 s Gl el 2a g Y 4l
the amount of the reduction, and no objection
T .
| O—e i duda 2 d Al
’ to such letter is received by the Operatoron (J_8 , J_<ic¥l pald il f J sl
Pehfnlrl of the CONTRACTOR.al:ld .the ANyl (10) Ofie Pi 5 ) BYS |
lzs(;nng bankﬂfrom.t(:u:i B;!INIS’I;:}Y :;I_lthll; suxt); VU I B\ BSCR PG N PO B
(60 Daystr i v el 34540 o 1 Gk 13 30 g
behalf of the CONTRACTOR sending to the =) b & oe i ‘“‘“‘f’ﬂsc","‘",“*“
issuing bank a copy ofthe letter delivered to -lopfBledy el S LS 50
~ the MINISTRY, as aforesaid certifying that: y b g o i
iy < T\ M § SN I o (V)
(i) a letter insuch form was delivered to the Aagal
MINISTRY and O P23 ) 5N gl 5 el s = (Y)
(i) the MINISTRY did not object to the SJ.——‘] LH!__uC\ &-’JL-——" O—al_ag (1 o)
letter within sixty (60) Days after such . _jiash 3 iy o<W pol b ol
delivery; and instructing the issuing 4 bis g iy <3l
i ~ bank to effect the reduction stated in A
: said copy of the letter.
. £ (B . ot % . " "
2.1¢S Annex "E" is the Form of the Charter of the S 4_'&‘ dﬁtw —f ‘5_?1?” o=~
. Operating Committee to be formed as provided for pay——als y—h 9 bS5 el

" in Article 6 of this Agreement. A 038 G (1) ol A afle

! ’ B - w_n
2.]{ | Annex "F" is the Accounting Procedures. Agladll cled 2 Mg Gald 1o0-Y
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2.1 7 Anmnex "G" is a Sample Calculation of Royalty,

¥ Cost Oil and Production Sharing Oil.
|}

.1.8 Annex "H" is the Form of Request for
[T Conversion to Development Area.
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ARTICLE 3
GRANT OF RIGHTS AND TERM

Th

Grant of Rights
+The STATE hereby grants to the CONTRACTOR

.and the MINISTRY the exclusive right to conduct
! *Petroleum Operations in the Agreement Area subject
to the terms, covenants and conditions set out in this
! Agreement, The Operator shall conduct the
Petroleum Operations Only as operator under this
Agreement.

e ]

i This Agreement shall henceforth govern all the
interests, rights and obligations of the Parties, and
the STATE shall in its name retain the title to the
Agreement Area. Except as expressly provided by
this Agreement, no other rights or privileges are
N granted to the CONTRACTOR with respect to either
i ithe Agreement Area, Petroleum produced from the

Agrecment Area or any other mineral resources in
,the Agreement Area. In the event of any change in
{ ithe Operator, such change shall be subject to the
prlor approval of the MINISTRY.

RO

3 % 1!Ro Royalties

The STATE shall own and be entitled to take as
Roya]ty from the total Crude Oil produced and saved

[ from the Development Area(s) and not used in
iPetroleum Operations “prior to the deduction of Cost
-Qil, a non-recoverable amount of the Monthly

{YAverage Daily Net Production (“MADNP”)
icommencing with the first Barrel produced and
-saved from the Development Area(s) and not used in

[ "Petroleum Operations the following percentages:

3.2.1 Three percent (3%) of the portion or increment
rr of production up to and including twenty five
thousand (25,000) Barrels of Monthly Average
Daily Net Production;

Five percent (5%) of that additional portion or
increment of production which exceeds twenty
five thousand (25,000) Barrels of Monthly

f Average Daily Net Production up to and
L) including fifty thousand (50,000) Barrels of
, " Monthly Average Daily Net Production;

[52.3 six percent (6%) of that additional portion or

increment of production which exceeds fifty
thousand (50,000) Barrels of Monthly Average
Dajly Net Production up to and including
seventy five thousand (75,000) Barrels of
Monthly Average Daily Net Production;

ﬁ
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J.2.4 RIgNU percent (¥%7e) of that additional portion

or increment of production which exceeds

S AlaaYl 6 3l @lld (e AL (%A) Al s6aY-Y

M. Oy Lsad jgbay (2 zlBY i ol 51l
i seventy five thousand (75,000) Barrels of $ =80 Jaaal e dopay (V0,0 4 4) <
) Monthly Average Daily Net Productionupto ;{33 i g sl LY il
: and including one hundred thousand (100,000) , > .
i . @La.ﬂ]é)‘an“d.\a.a“uadyﬁ(\bh‘ibn)
Barrels of Monthly Average Daily Net o iyl
i Production; : ' Lol d
7132.5 Ten percent (10%) of that additional portion or U’L“'f'?‘ e 3l ‘ﬂh.‘-"“ Alaly (%‘ V) ke 0-Y-F
il increment of production which exceeds one Gl e 5 sbaty o glail a5
hundred thousand (100,000) Barrels of $—3l damsall adpa sy (Ve e 0v)
[ Monthly Average Daily Net Production. eyl Y Ll
s :
3.3 The MINISTRY’s Participating Carried 2 AS) il (A U gaaall 51 59l pelliaaa oYY
r Interest -
!

3.3.1

D

332 (b)

The MINISTRY’s operating arm, the Yemen
Company, shall acquire as of the Effective
Date of this Agreement a carried Ten percent
(10%) of the CONTRACTOR's rights and
working interests under this Agreement. The
entities constituting the CONTRACTOR
(other than the Yemen Company) shall
acquire the remaining Ninety percent (90%)
of the CONTRACTOR's rights and working
interests under this Agreement and shall
fund, bear and pay all costs, expenses and
expenditure  of Petroleum Operations
conducted according to the provisions of this

Agreement on  behalf of  the
CONTRACTOR.
3.3.2 (a) Upon Initial Commercial

Production, the entities constituting the
CONTRACTOR (except the Yemen

Company) shall collectively receive one :

hundred percent (100%) of the Cost Qil
allocated to recover all costs, expenses
and expenditures incurred and paid by
them in  conducting  Petroleum
Operations under this Agreement on
behalf of the CONTRACTOR.

The Yemen Company shall
receive Ten percent (10%) of the
CONTRACTOR’s share of Production
Sharing  Oil allocated to the
CONTRACTOR as provided for in
Article 7.3 of this Agreement, and the
entities constituting the
CONTRACTOR (other than the Yemen
Company) shall collectively receive
Ninety percent (90%) of the full
CONTRACTOR’s share of Production
Sharing Oil.
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The entities comprising the
CONTRACTOR (including the Yemen
Company) shall not later than sixty (60)
Days after the signing of this Agreement

“ ANl eds R py—iiy
—i ) S Sy
e S (i__l.'hu“ 15_).__&“ Sl
LN YR B YYY § ¥ )u.u_uJ_,\_s.uY

REA

0 enter into an agreement among
! _themselves to provide for the procedures gﬁﬂ:\;ﬂ‘ _— "'_JG‘ !C::ﬁl
whereby they shall exercise their rights . L S = 2
ry and  fulfill their obligations as o . & "“_""_‘s‘f‘-’ﬁd
| CONTRACTOR (such agreement being Jia) Jobidl pginy a2l LY pedgta
v hereinafter referred to as the "Joint '—® A— J—& 6_‘—-“’\“ s
0 Operating Agreement”). (S adall M dtal TREL " ey Lady
3.4 Term . ) o ) H" MY
ry The term of this Agreement shall include an Lpanll U yay GLESILIT A po AAEY 038 320 Jadi

-;qﬂl J-’“-“_' e dlly,

s yadlly SO ] Z_J:.Ja: 1oty

Exploration Period and a Development Period as
follows:

, 3.4.1 Exploration Period and Extensw

JR—

f ; (2) The Exploration Period shall consist of  3_a j4 Y GL 2514 la, 4 p—iii (1)
t the First Exploration Period of Thirty ., ‘ot _sa 1,4 Ll »g—, |
. (30) Months, commencing on the  y s KUY I g 5(Y)
f Effective Date,” and at  the e e el Gl TR
L CONTRACTOR's election, a Second t o Foy e - le—tse cd ‘_'m‘
Exploration Period of Thirty (30) ‘?"—‘f‘(“ )‘.”_'3,“ Sl .1 )
’ Months commencing on the Daynext & ——' & —'¢ "__"] ‘ g —
following the end of the First “H—sSiuYl i g 3
Exploration Period or any extension 13— 31— 2 ¢ o D
. thereof if the CONTRACTOR elects Js——3all 3! i il
to enter into such extension andsuch <o dGya nalldl B A (;
extension is approved by the RBRY du el e i ,.JI
MINISTRY.
T . P (,__;L 33 Sy
The dFirst and Second Exploration ) IO | > Sy ]
Periods may each, at  the 1 > P
CONTRACTOR's election, be i"&ﬁﬁ ‘:‘; L(‘_R M_\; :“:! ‘.'.J "’u:
extended for six (6) Months upon prior Lgals al J i’iall i "ﬂ . m|
. request to the MINISTRY and its -~ ."’“" d{ " fj" Moy -
: approval. The CONTRACTOR shall A GL_3SLYI 4 da ja 3 J 30
L1 have the right to elect toenterintothe 4—¢>s2 —S J—hd) —le Ly
second Exploration Period by providing =~ O—0 0—=e Jd— ¥ L—ay3 )l 5,1
r written notice to the MINISTRY atleast Ai—tajed L@@l WL o p(Y4)
i thirty (30) Days prior totheend ofthe o gl o Y1 GGy

.‘.‘_|
-

First Exploration Period or its extension
then in effect therein, provided the
MINISTRY agrees that  the
‘CONTRACTOR has fulfilled all its
obligations under this Agreement for the
First Exploration Period or its extension.

(b) Subject to approval of the MINISTRY,

the First Exploration Period and/orthe
Second  Exploration  Period, or
extension(s) thereof may be extended for
appraisal and evaluation, if the
CONTRACTOR  has fulfilled the
obligations for that period but needs
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34.2

more time to evaluate or appraise the
results of the Exploration work
performed, and requests in writing an
extension for a term not to exceed nine
(9) Months by written request to the
MINISTRY at least thirty (30) Days prior
to the end of such period. Such written
request shall include the results of the
Exploration work performed and the

.evaluation or appraisal work to be
accomplished  during the appraisal
extension.

(¢) The MINISTRY may during the

Exploration Period at its sole discretion,
give due consideration to ongoing
Petroleum Operations and  give
reasonable extensions to allow the
CONTRACTOR to fulfill its remaining
Work Programs under this Agreement.

Development Period

The Development Period shall commence on
the date of the first Commercial Discovery of
Oil and shall continue for a period of twenty
(20) Years and may be extended by up to five
(5) Years upon the written request of the
CONTRACTOR six (6) Months prior to the
expiry of the Development Period and the
approval of the MINISTRY of such extension
shall be subject to new terms and conditions
mutually agreed by the MINISTRY and the
CONTRACTOR within the specified six (6)
Month period.

3.5.1

A

Commercial Discovery of Oil

A Commercial Discovery of Oil may consist
of one producing reservoir or of a group of

producing reservoirs worthy of being
developed = commercially. After drilling a
Commercial Oil Well, the CONTRACTOR

shall undertake as part of its Exploration
program the appraisal of the discovery by
drilling one or more appraisal wells to
determine whether such discovery is worthy of
being developed commercially, taking into
consideration the recoverable reserves and all
otlier relevant technical and economic factors.

» 3.5.2 The CONTRACTOR shall give written notice

of a Commercial Discovery of Qil to the
MINISTRY immediately after the discovery is
considered by the CONTRACTOR to be
worthy of commercial Development.
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I

Notice of a Commercial Discovery of Oil may
be given by the CONTRACTOR at any time
during the Exploration Period.

With respect to a Commercial Oil Well drilled
after the  Exploration Period, the
CONTRACTOR shall give such notice of
Commercial Discovery of Oil, not later than
thirty (30) Days following the completion of
any relevant appraisal well(s) or nine (9)
Months following the date of completion of
such Commercial Oil Well, whichever is
earlier. The CONTRACTOR shall also have
the right and obligation to give a notice of
Commercial Discovery of Oil even if the
discovery well or wells are not Commercial
Oil Wells within the definition of Commercial
Oil Well but is in the CONTRACTOR's
opinion, a reservoir or a group of reservoirs
considered collectively worthy of commercial
Development.

The CONTRACTOR shall also give notice of
a Commercial Discovery of Qil in the event it
wishes to undertake a Gas recycling project,
unless such project is already a part of the
Development of a previously declared
Commercial Discovery of Oil.

The date of a Commercial Discovery of Oil
will be the date on which the CONTRACTOR
gives notice to the MINISTRY of. the
declaration of such Commercial Discovery.

Following the notice of any Commercial
Discovery of Oil as provided for in Article 3.5
of this Agreement, the MINISTRY and the
CONTRACTOR, within thirty (30) Days,
shall sign the Request for Conversion to
Development Area in the form set forth in
Annex "H", which will identify the
Development Area. Simultaneously, the
CONTRACTOR  shall submit to the
MINISTRY a preliminary development plan.

The provisions set forth herein contemplate
the unity and the indivisibility of the concepts
of Commercial Discovery and Development
Area and they shall apply to Oil unless
otherwise specified.

3.6[ [Sole Risk Project
[ f Crude Oil is discovered but is not deemed by the

CONTRACTOR to be a Commercial Discovery of

il under the above provisions of Article 3.5, the
MINISTRY shall, after one (1) Month from the
expiry of the period specified above within which the
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LUNIIKALIUK can give notice of a Commerctal
Discovery of Oil, have the right after sixty (60) Days
from providing a written notice to the
CONTRACTOR, and at the MINISTRY's sole risk
and expense, to develop, produce and dispose of all
Crude Oil from the geological feature in which said
Crude Oil was discovered as aforesaid. Said notice
shall state the specific area (the “Proposed Sole Risk
Area”) covering said geological feature to be
developed, the wells to be drilled, the production
facilities to be installed and the MINISTRY's

estimated cost thereof, provided however that, within

thirty (30) Days after receipt of said notice, the
CONTRACTOR may, in writing, elect to develop
the Proposed Sole Risk Area as provided for in this
Agreement in the case of a Commercial Discovery,
in which event, all terms of this Agreement shall
continue to apply to the Proposed Sole Risk Area.

If the CONTRACTOR elects not to develop such
Proposed Sole Risk Area, the said area (thenceforth
the "Sole Risk Area") covering said geological
feature shall be set aside for sole risk operations by
the MINISTRY. The Sole Risk Area shall be
mutually agreed upon by the MINISTRY and the
CONTRACTOR on the basis of good Petroleum
Industry practices. The MINISTRY shall be entitled
to have the Operator or a third party perform such

. operations for it at the MINISTRY's sole risk and

expense, provided that such third parties’s operations
shall not interfere with the Contractor’s Petroleum

. Operations .and should be conducted according to the

good - international petroleum industry practices.

* When the MINISTRY has recovered from the Crude

Oil produced from the Sole Risk Area a quantity of
Crude Oil equal in value to three hundred percent
(300%) of the cost it has incurred in carrying out the

. sole risk operations, the CONTRACTOR shall have

the option, only in the event there has been a separate
Commercial Discovery of Oil or Gas elsewhere
within the Agreement Area, to share in further
Development of the Sole Risk Area upon paying the
MINISTRY one hundred percent (100%) of the costs
incurred by the MINISTRY in conducting the sole
risk operations. At least one (1) Month prior to the
estimated recovery date, the MINISTRY shall give
written notice to the CONTRACTOR and allow the
CONTRACTOR access to the data to evaluate the
option, as may be requested by the CONTRACTOR.

' The one hundred percent(100%) payment shall not

be recovered by the CONTRACTOR.
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Immediately following such payment the Sole Risk
Area shall either (1) revert to the status of an
ordmary Development Area under this Agreement
and thereafter shall be operated in accordance with
., the terms hereof, or (2) alternatively, in the event
that at such time the MINISTRY or its Dependent
* Units are conducting Development operations in the
Sole Risk Area at its or their sole expense and the
.1 MINISTRY elects to continue operating the Sole
— i} Risk Area, that area shall remain set aside and the
: CONTRACTOR shall only be entitled to its
I percentage of the Production Sharing Oil as specified
{1 in Article 7.3 below. The Crude Oil from the Sole
Risk Area shall be valued in the manner provided in
[T Article 7.4. In the event of any termination of this
| | Agreement under the provisions of Article 3.4.1 or
- Article 3.4.2 above, this Agreement shall, however,
? continue to apply to the MINISTRY's operation of
l any sole risk project.
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Li ARTICLE 4
WORK PROGRAM(S) AND BUDGET(S) FOR THE
EXPLORATION PERIOD

i

; 4 1 Exploratmn Work Program and Budget

-4 gSubJect to the provisions of this Agreement, the
CONTRACTOR agrees and commits to undertake in
*the Agreement Area during the Exploration Period a
{Lprogram of Exploration work asa Minimum Work
Obligation as set out in Annex "C" which cannot be
rchanged or amended without the approval of the
EMINISTRY. The Exploration work should be
i fulfilled notwithstanding the Minimum Expenditure
! 2 ,Obligation. The first Exploration Work Program and
| iBudget should be prepared and submitted to the
'MINISTRY for its approval not later than three 3)

' ?Months after the Effective Date.

“B. During the First Exploration Period, and any
extension thereof the CONTRACTOR enters
into, the CONTRACTOR shall meet the
respective Minimum Work Obligation for such
period as set forth in Annex "C" of this
Agreement. In. the event that - the
CONTRACTOR timely gives the required
written notice to the MINISTRY to enter into the

et

ey

1 Second Exploration Period, the CONTRACTOR
|} shall meet the respective Minimum Work
Obligation for such period, and any extension
-+ thereof the CONTRACTOR enters into, as set
, { } forth in Annex "C" of this Agreement.
A\

33 iiall 5 ,klaal dihia ol ol i A e g1,
d B Aple dgati didie Y gy Jpay of (V) oW
01h (gl Uik lld ey Leliil (g sy AEYI 030
Gl S 1Y L sy el (LnS (Y) ) (A itiny)
A1 b a g5 ) 50 Aafil claa gl gaa) 5550
e 983 il 3 jlalaal Adhata 8 Apal cilleny il
plasill 3 et o 851 550 s g cLaaa LR
Taydiall 3kl 3 l_i.lm O el ey
% U L PYR t P P A P, Y 4_4.\:4 P N
—e gL Al AL Gl sy
sl (YoV) sl i sl il
334 5 yhl il A ikiia (e JLA il 0 o
Gl sy (£2Y) 1 i Lo (o gaiddl 43y 4Ly
aalall ol (V-£-7) 83l Al&al Can gay LYY o3¢d £\
P I S ] P W NS N O, TP | (Y-£-Y)
n_)|_j_,._“ C:‘__-_\]Aa.!:\.l_uﬂhz._l_)L_utﬂ__ﬂe_a

aJL\____’\.aﬂ&_,_; .&,‘qf MY SRS EA |
: REgHA
dagd M SaLl

CILSSIL Al pal bt jaall g Janl) gl yy

:@I&JJMM@U);:\A

Jd—iy B o2 A L _Sal3l el e pa ()
Lihia b LS QB a5y CiLASLYI
gense 9 LS LIS of S ] aa )
u_,é‘\_‘.l.hu_,‘ n_).uuu.Sm\]‘,;.ﬂlJ(c) u:-‘n“qs
Joel JylSall 3y Gaguy 54159 LS 4o
Al g——e y Bl g Gl S
p—iy . S—dYl a5y s
e axll ca\__..ua (J_,‘ dacl d_,\_i.nn
3_)‘_)__,—.“ 4—&_5.};'3_, 1___\41_)54:“‘, qst_tﬁu‘ﬂl
_j_,‘___.;_:ﬁ Yir— Pla 4___\11‘- i__iil_,dl
S g ) A el (1Y) A

(<)

e D3 dy)—id ot gy
QPR IV F PRYPRI P) | PO B |
U__n\Jl .\;.“__l U'—" u‘ d_,L_u“ A JAM
d i el <) 3aall
Q_J;\__,\l_.dt_ighi_hﬂle.\_-_m
pp— Ayt [ W u__n(c)kjﬂ.\.«“
u_pq.éL_L_ltiSSJ‘j‘,J oUadly J il ?L_QS‘L“A
u.\nwal;i@.y\ﬂiubﬁi’m\]‘&yﬁdﬁﬂ
Al iy y Joand bl il oy o S
dJLiA\ddim\ngm‘;b‘,ﬂaﬂ\dbw\

JusLu‘ﬂ bMuA (c) u;.ln“ uAM_,A\AS




e

L L

[T

L

B
H
!

I
{

{ICONTRACTOR shall prepare an Exploration Work

C. 1Ne CUNIKAULILIUIC snall nave e rignt 10

. withdraw before the end of the First Exploration

" Period or any extension thereof the
CONTRACTOR enters into, and this Agreement
shall terminate on the date a written notice of
such withdrawal is received by the MINISTRY
from the CONTRACTOR; provided that the
CONTRACTOR ' has fulfilled the Minimum
Work Obligation for the applicable period in
effect at the time of withdrawal. In the event the
CONTRACTOR withdraws having expended
less than the Minimum Expenditure Obligation
allocated for the Minimum Work Obligation
required for the First Exploration Period, and any
extension the CONTRACTOR enters into, the
CONTRACTOR shall pay to the MINISTRY an
amount equal to the difference between such
Minimum Expenditure Obligation and the
amount actually spent on Exploration activities,
such payment to be made at the time of the
withdrawal, but in no event later than three (3)
Months after the expiry of the First Exploration
Period or such extension, as the case may be.
Any shortfall in aggregate -Exploration activity
expenditure by the CONTRACTOR at the end of
the Second Exploration Period or any extension
thereof the CONTRACTOR enters into, shall
oblige the CONTRACTOR to pay the amount of
such shortfall to the MINISTRY within three (3)
Months after the expiry of the Second
Exploration Period or such extension, as the case
may be.

'D. Excess work in any portion of the Exploration
Period -(including extensions) may be carried
forward to satisfy the work in a subsequent
portion of the Exploration Period (including
extensions).

-3 Subject to Article 4.1A, at least three (3) Months
prior to the beginning of each Financial Year or at
“such other times as may mutually be agreed to by

MOM  and  the CONTRACTOR,  the

Program and Budget for the Agreement Area setting
forth the Exploration operations which the

JCONTRACTOR proposes to carry out during the

0\

Liensuing Year. During each Exploration Period or
extension, such Work Programs and Budgets taken

Htogether shall be at least sufficient to satisfy the

CONTRACTOR's Minimum Work Obligation and
Minimum Expenditure Obligation for the period it
overs, taking into account any credits for excess

| jwork previously carried out by the CONTRACTOR

in prior portions of the Exploration Period.
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Exploration Advisory Committee
.The Exploration Work Program and Budget shall be

reviewed by a joint committee to be established by
MOM and the CONTRACTOR after the Effective
Date. This committee, hereinafter referred to as the
"Exploration Advisory Committee", shall consist of
six (6) members, three (3) of whom shall be
appointed by MOM and three (3) by the
CONTRACTOR. The Chairman of the Exploration
. Advisory Committee shall be designated by MOM
from among the members appointed by it. The

' 'Exploration Advisory Committee shall review and

igive such advice as it deems appropriate with respect
to the proposed Work Program and Budget.
1Following review by the Exploration Advisory
{Committee, the CONTRACTOR shall make such

revisions as it thinks appropriate and submit the

- 1Exploration Work Program and Budget to MOM for
- rlts approval. Following such approval the

'‘CONTRACTOR shall not substantially revise or

approval of the MINISTRY. The MINISTRY or its
uthorized representative(s) shall have fourteen (14)
Days within which to communicate its approval of

.{:I\Odlfy the Work Program and Budget without the

,~Fsuch Work Program and Budget, failing such
. 1 kommunication approval shall be deemed to have

[

been given. In the event of no approval, the
Exploration Advisory Committee shall meet inan

{ attempt to resolve the issue,

a4
i

The CONTRACTOR shall advance all necessary

.;Funds for all materials, equipment, supplies,
- personnel administration and operations pursuant to

the Exploration Work Program and Budget and
| MOM shall not be responsible to bear or repay any
of the aforesaid costs. The CONTRACTOR shall be
 responsible for the preparation and performance of
the Exploration Work Program and Budget which
shall be implemented in a workmanlike manner
- gonsistent with good Petroleum Industry practices.

r—“"“'—"/

N\Il contracts for amounts greater than one hundred
Ehousand United States Dollars (U.S.$100,000)
related to the performance of Work Program should
»e approved by the MINISTRY or its duly
Authorized representative(s). The MINISTRY or its
authorised representative(s) shall have fourteen (14)
Lﬁays_ within which to communicate its written
| bpproval or disapproval of such award, failing such
communication approval shall be deemed to have
een given, In the event that the MINISTRY or its
Ltuthorised representative(s) shall disapprove the
award, the Exploration Advisory Committee shall
eet in an attempt to resolve the issue.
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The CONTRACTOR shall entrust the management
r1.0f, Exploration operations in the ROY to its’
. | technically competent General Manager and Deputy

General Manager. The names of such General
1 1 Manager and Deputy General Manager shall, upon
. appointment, be forthwith notified to the
MINISTRY, accompanied by curriculum vitae of

¢ v such General Manager and Deputy General Manager.
’The General Manager and, in his absence, the

Deputy General Manager shall be entrusted by the

, CONTRACTOR with sufficient powers to carry out
Ly lmmedlately all lawful written directions given to
X them by the MINISTRY or its representative(s)
_under the terms of this Agreement. All lawful

rregulatlons of ROY issued or hereafter to be issued
i which are applicable hereunder and not in conflict

with  this Agreement shall apply to the
I ' CONTRACTOR. ‘

.

i 4.5 Statement of Expenditure;

I *The CONTRACTOR shall supply MOM, within
| tthirty (30) Days from the end of each Calendar

Quarter, with a statement of Exploration activity
mshowmg costs incurred by the CONTRACTOR
durmg such Quarter. The CONTRACTOR's records
and necessary original supporting documents shall be
.available for inspection by the MINISTRY atany
{ time during regular working hours, for three (3)

*Months from the date of the MINISTRY receiving
Leach statement.

i

Liwithin three 3) Months from the date of receiving
~such statement, the MINISTRY shall advise the
. 1 ICONTRACTOR in writing if it considers:

a. that the record of costs is not correct; or
[ P

ib. that the costs of goods or services supplied are not
in line with international market prices for goods
(7 or services of similar quality supplied on similar
terms prevailing at the time such goods or
services were supplied, provided however, that

1 purchases made and services performed within
h ROY shall be subject to Article 26 of this
Agreement; or

H that the “Condition” (as defined in paragraphs
242, 243 and 244 of the Accounting
Procedures in Annex “F” of the materials
furnished by the CONTRACTOR does not agree
with their prices set forth in the said Annex; or

J.that the costs mcurred are not reasonably required
for Petroleum Operations.
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"' The CONTRACTOR shall confer with MOM in
connection with any problem arising under this

* ++Article 4.5, and the Parties hereto shall attempt to

reach a settlement which is mutually satisfactory.
If within the time limit of the three (3) Month period
provided for in this Article 4,5 the MINISTRY has not
advised the CONTRACTOR of its objection to any
statement, such statement .shall be considered as

preliminarily approved,

subject to audit by the

MINISTRY according to paragraph 14 of the

Accounting Procedures of Annex “F” of this
Agreement.
ARTICLE 5
RELINQUISHMENTS

5.1 Mandatory Relinquishments

5.1.1At the end of the First Exploration Period, and

5.2

“and

any extension(s) thereof the CONTRACTOR
enters into, the CONTRACTOR shall not be
required to relinquish any part of the original
Agreement Area, provided that if the
CONTRACTOR does not elect to enter into
the Second Exploration Period or any
extension set forth in Article 3 then the
CONTRACTOR shall  relinquish the
Agreement Area, except those then converted
to a Development Area or Development Areas
or for which the CONTRACTOR has applied
to the MINISTRY for approval for conversion
to a Development Area.

At the end of the Second Exploration Period,
any extension(s) thereof, = the
CONTRACTOR shall relinquish the whole
Agreement Area except those then converted
to a Development Area or Development Areas
pursuant to this Agreement or for which the
CONTRACTOR  has applied - to the
MINISTRY for approval for conversion to a
Development Area,

5.2 Voluntary Relinquishments

The CONTRACTOR may voluntarily relinquish all
 any part of the Agreement Area subject to having
fulfilled all of its obligations at that time required to
e performed under Article 4.1 of this Agreement.
Any voluntary relinquishment shall be credited

toward

the mandatory relinquishments required

“nder Article 5.1 above.
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" Committee shall be dissolved and an oLy % l—ma Gl i L)

Operatmg Committee shall be established. AR R EN
31 2 The Operating Committee shall consist of six 3 al e

<3 «a | bl .Y ‘-1
(6)_.‘representat|ves three (3) representatives (Vo e a s I
appointed by the MINISTRY and three (3) o . L (¥) & ..\1. O

representatives appointed by  the
CONTRACTOR. T Chimman of the (1) A—053,03s ) s

Operating Committee shall be a representative dy—d p—— O——iliaa

of the MINISTRY. The Vice-Chairman of the 2 e £, 0 Si
Operating Committee shall be a representative *—) <t—3s ¢ js—1) Stiaa Jptl
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[6.1.6 The

6.1.3.1 Generally review and supervise the
implementation of the Development
and production operations under this
Agreement;

6.1.3.2 Consider and approve the Work
Programs and Budgets presented to it
by the Operator on behalf of the
CONTRACTOR and the Work

Program and Budget Subcommittee.

6.1.3.3 Receive propos_ais from the Operating
Subcommittees;

6.1.3.4 Endorse or suggest changes to the
proposals referred to in Article 6.1.3.3
and submit same to the MINISTRY
and the Operator on behalf of the
CONTRACTOR; and

6.1.3.5 Assist the MINISTRY and the
Operator  on  behalf of the
CONTRACTOR in carrying out their
respective duties and obligations under
this Agreement,

6 1.4 The following Operating Subcommittees shall

be established contemporaneously with the

~formation of the Operating Committee :

6.14.1 Work Program and Budget
.Subcommittee; :

6.14.2  Technical/Operations
-Subcommittee;

6.14.3 Contracting and Procurement
Subcommittee; and

6.1.4.4  Yemenization and  Training

Subcommittee.

“Project Teams™ to which the MINISTRYs
employee(s) may be seconded upon approval
of the Operating Committee. The secondments

r 6.1.5 The Operator shall as appropriate form

shall be effected as contemplated in
Article 17.1.4 of this Agreement.
Operating Committee,  Operating

Subcommittees and Project Teams shall
conduct their business in accordance with the
provisions set forth and described in
Annex “E”, Operating Committee Charter.
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6.2 Work Pfogram and Budget

Ninety (90) Days after the date that the Operating

‘Chmmittee comes into existence in accordance with

Article 6.1.1 above, the Operator, in consultation
with the Work Program and Budget Subcommittee,
shall prepare a Work Program and Budget for further

- Exploration and Development for the remainder of

the Financial Year in which the Commercial

Discovery of Oil is made, and not later than three (3)

Months before the end of the current Financial Year
(or such other date as may be agreed upon by the
Operating Committee), the Operator, in consultation

- with the Work Program and Budget Subcommittee,

shall prepare an annual “Production Schedule”,
Work Program and Budget for further Exploration
and Development for the succeeding'-FinanciaI Year.
The Operating Committee shall review and give such
directions as it deems appropriate wuth respect to the
proposed” Work Program and Budget and/or
Production Schedule, as the case may be. The
CONTRACTOR shall consider changes proposed by
the Operatmg Committee and will make such
changes in the proposals as it deems appropriate.
Thereafter, the Work Program and Budget and/or
Production Schedule, as the case may be, as
endorsed or amended, will be presented to the
MINISTRY for its final approval. The MINISTRY

. or its authorized representative(s) shall have fourteen

6.2

.(14) Working Days within which to communicate its

- final approval of such Work Program and Budget

and/or Production Schedule, as the case may be,
failing such communication approval shall be

. deemed to have been given. In the event of no

.approval the Operating Committee shall meet in an
‘attempt to resolve the issue. :

The CONTRACTOR shall advance all necessary
funds for all materials, equipment, supplies, personnel
administration and operations pursuvant to the Work
Program and Budget and MOM, shall not be
-esponsible to bear or repay any of the aforesaid
costs. The Operator, on behalf of the
CONTRACTOR, subject to Annex “E”, shall be
responsible for the preparation and performance of
she Work Program and Budget which shall be
implemented in a workmanlike manner and in
iccordance with good Petroleum Industry practices.
Nith the involvement: of the Contracting and
Procurement Subcommittee as set forth in Annex
“E,” the Operator shall provide written notice to the
AINISTRY or its authorized representative(s) for any
service contract (not including individual labour
~ontracts) award in excess of fifty thousand United
itates Dollars (U.S.$50,000), where such award is to
be made on the basis of a sole source or to be made to
= bidder other than the lowest bidder.
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T Quarter,

‘The MINISTRY or its authorized representative(s)
shall have fourteen (14) Days within which to

.L'c‘ommunicatc its written approval of such award,

failing such communication, approval shall be
deemed to have been given. Furthermore, with the
involvement of the Contracting and Procurement
Subcommittee as set forth in Annex “E”, the
Operator shall provide written notice to the
MINISTRY or its authorized representative(s) for
any service contract (not including individual labour
contracts) award, even if to the lowest bidder, with a
value in excess of Two Hundred and Fifty thousand
United  States Dollars (U.S.$250,000). The
MINISTRY or its authorized representative(s) shall
have fourteen (14) Days within which to
communicate its written approval of such award,
failing such communication approval shall be

' deemed to have been given. In the event of no
i approval as a aforesaid, the Operating Committee

shall meet in an attempt to resolve the issue.

The CONTRACTOR shall entrust the management
of Development and production operations in the
ROY to its technically competent General Manager
and Deputy General Manager. The name of such
General Manager and Deputy General Manager
shall, upon appointment, be forthwith notified to the

- MINISTRY, accompanied by the curriculum vitae of

such General Manager and Deputy General Manager.
The General Manager and, in his absence, the

. Deputy General Manager shall be entrusted by the

CONTRACTOR with -sufficient powers to carry out
immediately all lawful written directions given to

'.. them by the MINISTRY or its representative(s)
; under the terms of this Agreement.

I T Statement of Expenditure
| ;| The CONTRACTOR shall supply MOM, within

thirty (30) Days from the end of each Calendar
with a “Statement of Expenditures” as
referred to in paragraph 1.2 of the Accounting

~ Procedures in Annex “F” showing costs incurred and
-, paid by the CONTRACTOR during such Quarter.

|

The CONTRACTOR’s records and necessary
original supporting documents shall be available for
review by the MINISTRY at any time during regular
working hours for three (3) Months from the date of
receivi'ng such Statements of Expenditures. Within
the three (3) Months from the date of receiving such
Statement of Expenditures, the MINISTRY shall

[j advise the CONTRACTOR in writing if it considers:

H i. that the record of costs is not correct; or
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+ ii.that the costs of goods or services
- supplied are not in line with the
international market prices for goods or
services of similar quality supplied on
similar terms prevailing at the time such
goods or services are supplied, provided
however, that purchases made and
services performed within ROY shall be
subject to Article 26 of this Agreement;

or

that the “Condition” (as defined in
paragraphs 2.4.2, 2.4.3 and 2.4.4 of the
Accounting Procedures in Annex “F”) of
the materials furnished by the
CONTRACTOR does not agree with
their prices as set forth in the said Annex;
or

iv. that the costs incurred are not reasonably
required for Petroleum Operations.

The CONTRACTOR shall confer with MOM in
connection with any problem arising under this
Article 6.4, and the Parties hereto shall attempt to
reach a settlement which is mutually satisfactory.

If within the time limit of the three (3) Month
period provided for in this Article 6.4 the
MINISTRY has not advised the CONTRACTOR
of its objection to any Statement of Expenditures,
such Statement shall be considered as preliminary
approved, subject to audit by the MINISTRY
according to paragraph 1.4 of the Accounting
Procedures in Annex “F” of this Agreement.

W5 Facilities

6.5.1 The CONTRACTOR shall have the right to
construct and operate facilities for the
processing, transport, storage and shipment
of Petroleum in the ROY and the
MINISTRY shall render all assistance to the
CONTRACTOR on matters involving
Yemeni laws and with obtaining any
necessary approvals from the competent
Yemeni authorities.

6.5.2 If, during the term of this Agreement, the
CONTRACTOR and the MINISTRY agree
that the CONTRACTOR has no foreseeable
need for part or all of the unused capacity in
the Petroleum Operations facilities such as a
pipeline or Crude Oil storage or export
terminal facility forming part of Petroleum
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opinion such capacity can be used for Petroleum
Operations conducted by the MINISTRY or
anyone acting on behalf of the MINISTRY,
including persons having rights under any other
“Production Sharing Agreements” in YEMEN,
without interfering with the CONTRACTOR’s
Petroleum Operations and the MINISTRY’s
"] Petroleum Operations under this Agreement, and if
the MINISTRY determines a need for such part or
all of such unused capacity for such operations in
YEMEN, then the MINISTRY and. the
CONTRACTOR shall meet to negotiate mutually
satisfactory terms covering such use (including a
1 proportional  per Barrel charge representing
| unrecovered capital costs of the CONTRACTOR

for such unused capacity), provided always that the

1 CONTRACTOR shall have priority to use the
l L above mentioned facilities for the Petroleum
Operations.

s,
et

6.5.3 If the CONTRACTOR should determine and
advise the MINISTRY that it needs part or
all of the unused capacity in Petroleum

P Operations facilities such as a pipeline or

¥ crude oil storage or export terminal facijlity

~in  YEMEN which are not subject to this

[ Agreement, the MINISTRY shall, to the

extent that it has the right to do so, cause
such unused capacity to be made available

{ for the CONTRACTOR’s use for Petroleum

i Operations on mutually satisfactory terms,

. including reasonable payment by the
T CONTRACTOR for such use (including a
proportional per Barrel charge representing
unrecovered capital costs of such unused

T capacity).

: ARTICLE 7
[ | RECOVERY OF COSTS AND
- PRODUCTION SHARING

[-Subject to the auditing provisions under this
Agreement, the CONTRACTOR shall recover all
{‘ Petroleum Operations out of and to the extent of a
maximum of fifty percent (50%) per Quarter of all
hgreement Area and not used in Petroleum
Operations and after Royalty payments to the

uch maximum of Crude Oil is hereinafter referred
to as "Cost Oil",

1 [Z‘ost Recovery Crude Oil
I:osts, expenses and expenditures incurred for all
H\le Crude Oil produced and saved from the
HTATE according to Article 3.2 of this Agreement,
\ UA/“\D
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Au sucn cosis, expenses and expenditures shall be <l Silly cal Sl A Ko _sead iy

¢ 1 recovered from Cost Oil in the following manner; r ! sadl Glo @lld ) A8l Lo e iy puadll
R
3 L7.1.1 Operating Expenses incurred and paidon o a5, L A sl 3R VNV
. and after Initial Commercial Production shall | . . L o ob—a L) 3 )
I be recoverable in the Tax Year in which = , *, ] ¢ o d . .C."*J : :
I such costs and ex d and 2 e Al K
penses are incurred an G y Gl o34 Lo
paid. D g

ry

i l-7 1.2 Exploration Expenditures including, but e el B Bl o il SN Uy laa Yoy
not limited to, those accumulated priortothe \,__i, S Al yanll Y Jl Jp
commencement of Initial Commercial I Tl LSyl ey d——ﬁ
Production shall be recoverable at the rate of Ll (% o1) o "y } Ol

fifty percent (50%) per Year starting either Conbyy Casutal (2 gy ol 4 uj‘ U I.n: A i

[ in the Tax Year in which such expenditures |
H are incurred and paid or the Tax Year in - )"J Ll gl g lad sdn

which Initial Commercial Production occurs, C’*"*"JL"" ‘3““4' ‘9“3\“ gl Zl Led lay o

i acam
e

it whichever is the later. | LY s

1l ' . .
7.1.3 Development Expenditures, including, but LL'—"'“JL"—“JL'i‘ YAy

) not limited to, those accumulated prior to the e maa Y Jliad dopor Lo oy ol

{ | commencement of Initial Commercial “iss ¥ s bail gl eay JaB Leia oS0 53

Production shall be recoverable at the rate of s 4ladly (%0 +) Opaaed Jaaan 3005

(' fifty percent (50%) per Year starting inthe Ciwial WA vyl i dud il layy

L Tax Year in which such expenditures are a3i. & TS WY UMD 0 ) I FLAPE T

incurred and paid or the Tax Year in which ¢ i LYl g fay = gy ynal

7 Initial Commercial Production occurs, GaY 0580 O il @l I

whichever is the later.

,',7 1.4 The recovery of costs and expenses, based " “"":;;\EUCHLJ ;Jj;'sjljr}iﬁ HeN-Y ;
upon the rates referred to in Articles 7.1.2 G J B

g and 7.1.3 above, shall be allocated to each ‘-?"—"" " By B ) A8 e L5y
Quarter proportionately (one fourth to each Gy (A t—'—-'{d—ﬁ b—=))
Quarter). Any recoverable costs and ‘Al afaJabg WML WG S

e

B expenses not recovered in one Quarter as p—31 g2t il et WMel sl i
_ thus allocated, shall be carried forward for a— M —le d——-au-u NN W PRSI PRRFTR P
! recovery in the next Quarter. Jaala iy 4y ‘;all ¥

7.15 If all costs, expenses and expenditures thatare i W SuW LS ol A i o gl b Gira 1Y z0000Y
) . recoverable in any Quarter, including, but not .3 XA S S B PR PRt -

; limited to, such costs, expenses and expenditures 4 14 ; . . . R
b d fo g T L P JEPURC R P 1 R W I
carried forward from previous Quarters pursuant g g5

' to Article 7.1.4, exceed the value of the d N ,J'db ¢ Y "}'L"“']‘ d‘f""‘" U"b
1 maximum amount of Cost Qil ("Maximum Cost 9—"1' Gl paadly e y L85l A g
| Oil") that can be taken by the CONTRACTOR in  (£-1-V) Saball (il 4128 (o34 oy 3l (pe il
such Quarter, as provided in Article 7.1 above,  »3 Al ¢Sy (il 4 "N Lidl" |, aBYY a2l Aadh j4aTs
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succeeding Quarter or Quarters until fully &
recovered, but in no case shall they be recovered s gl o e Y s i o D ‘-
. after the termination of this Agreement. JolSIladly il oty s g S Y ,_,_Ii | o
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vapuavd  anu  cxpeuunures,  1ne  airrerénce

between the Maximum Cost Oil and the Cost Qil

” actually taken by the CONTRACTOR during
s such Quarter shall be included in the Production

Sharing Oil and shall be taken and disposed of
r separately by the MINISTRY and the

CONTRACTOR pursuant to Article 7.3 below.,

0l

- 2 1 ’Non-Recoverable Costs and Expenses:

' in addition to any non-recoverable costs and
" expenses provided for in this Agreement or in the
[i\ccounting Procedures in Annex “F” of this
i Agreement, the below-mentioned costs and expenses
‘dre not recoverable from Cost Qil or otherwise under
ﬁ;lis Agreement:

|
1}2.1 Costs and expenses not related directly or
indirectly to Petroleum Operations in the

‘[ Agreement Area. ‘

(S

7.2.2 That portion of the costs and expenses in

' excess of the limitations set forth in the
Accounting Procedures in Annex “F” or other
provisions of this Agreement.

2.3 Expenses incurred, paid, and carried forward,
~ prior to the Effective Date of this Agreement,
r  except for Exploration Expenditures incurred
after signature of this Agreement if approved
by the MINISTRY. '

[24 All taxes in YEMEN or in other countries
*  except as specifically - provided for in this
. Agreement.

Losses which are recovered through
insurance, any contract of indemnity or
; i otherwise from a third party.

7.2.6 Bonuses paid to the STATE or to the
T MINISTRY.

¥
7.2.7 Interest, fees and commissions on loans and
F guarantees.

i

b
7.2.8 Expenses or payments for education and
(1 training pursuant to this Agreement, except
[ h for costs and expenses for training of ROY
employees of the CONTRACTOR provided
such costs and expenses are included in an
L:_E approved Work Program and Budget.

£. A

il y Gl Sl B & gla 5585 of Gang Jlaal
aall ew Gl U‘ ..\IJM ayal Clu_,_)a.an]b
8 (e Snd DALl AESH Lais g 2K Laii (pa guaV
SN P PN [P NPT B - O PP PP R
31080 Ge S U8 (e Dm0 1l 28 )L8D parad
ol (FoV) alall Gk o pie JSi8) 4 U puaid J il

208 D ALIE il BRI g CAdISEY oYY
Cldypae el sgd Wil
o LAY o3¢y a3 )y 38 5683 Sl ALE e o Al
O led () Galdl (8 Lpaladll el )l o g
A i (ye 3 i Y (ol L gl il y il
AFENY 038 Gn gay 0 it |

S ol Jl Ll e iy calisall 2oLy
ki 8 Ll 0 clolady )8l e
- RE T

Jabad el iy Callsal (e g joadl @l pYLYLY
Galdly Lol cilel oYl L3530 3y
AEEY 038 e s AW AW i ()

B d8 Gl g andyy ilea Al il oYaYaY
lgsLJ.Siu\}l L_'s.'g_)l_m.nn lac ci._ﬁLii‘){I b:\g.‘ el
oy 13 A1 038 Ll ey Aiaal

Neale 30 50

= o Ol b Syl S sYY
LAY o3 ke Caal Lelae s 3l ol
Laailly

I S S U q_'.'lJl il oYY
gl aygailla _de g‘ o o—aalsdl

L0 Gl e iDL
PE 1,0l iall 2N.Y.Y

REBT

Uag il gl @Y gaall y Cafily a5l VoYY
_C)Ul.u'a]'_,

e il &

o il y il cile giaal o claill sA-YaY

call<al el hacte 43N 020 Al S50,

O-pial (il gall g 5l 2 glladlt il

Al 55 o Aay - il e el

Jandl geali g8 A pactie ciliilly gl
il 2l Gaall

PO ST R S I8 R L

. T

L YO Gt LR L SIS T A SRS 1) 1AL A 108 e nin g

e e
PR 1



——ir
[

[
e

Bi

L i

l

L L

§
l

: ﬂienty percent (70%) to the MINISTRY, and

Lapviovd ang  paig 10or me
marketing of Crude Oil from the Agreement
e Area outside YEMEN and the cost of
transporting, storing, handling and exporting
of Petroleum beyond the point of export in
YEMEN.

14 U vy

7.2.10 Foreign exchange losses.

| 1.3 Production Sharing Oil

The Crude Oil remaining after deducting Royalty
and Cost Oil from the total Crude Oil produced and
saved from the Agreement Area, and. not used in
Petroleum Operations, shall be taken and disposed of
separately by the -MINISTRY and the
CONTRACTOR in accordance with the sample
calculation in Annex "G" and as follows:

7.3.1 For the portion or increment of production up
to and including twenty five thousand
(25,000) Barrels of Monthly Average Daily
Net Production:

~, Sixty Four percent (64%) to the MINISTRY and

' Thirty Six percent (36%) to the CONTRACTOR

732 For that additional portion or increment of
production which exceeds rwenty five
‘thousand  (25,000) Barrels of Monthly
Average 'Daily Net Production up to and
including fifty thousand (50,000) Barrels of
Monthly Average Daily Net Production:

ty Seven percent (67%) to the MINISTRY, and
irty Three percent (33%) to the CONTRACTOR

7.3.3 For that additional portion or increment of
production which exceeds fifty thousand
(50,000) Barrels of Monthly Average Daily
Net Production up to and including seventy
JSive thousand (75,000) Barrels of Monthly
Average Daily Net Production:

Jirty percent (30%) to the CONTRACTOR

L

1 7.3.4 For that additional portion or increment of
l production

‘ which exceeds seventy-five
thousand (75,000) Barrels of Monthly
Average Daily Net Production up to and
including one hundred thousand (100,000)
Barrels of Monthly Average Daily Net
’ Production:

[

} Sc“vkenty percent (75%) to the MINISTRY, and
Tw[nty five percent (25%) to the CONTRACTOR
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3.5 For that additional portion or increment of

(.

production which exceeds one hundred
thousand (100,000) Barrels of Monthly
Average Daily Net Production: :

ighty Two percent (82%) to the MINISTRY, and
igtheen percent (18%) to the CONTRACTOR

aluation of Crude Oil

4.1 It is the intent of the Parties that the value of
the Cost Oil (and the CONTRACTOR's
Production Sharing Oil for the purpose of
ROY Income Taxes: as provided in
Article 9.1.2 below) shall reflect the prevailing
market price for Crude Oil. For the purpose of
evaluating the prevailing market value of the
quantity of Cost Oil to which the
CONTRACTOR is entitled hereunder during
each Calendar Quarter, the weighted average
price realized in freely convertible currency,
from F.O.B. point of export sales to non-
Affiliated Companies during any such Quarter
at arms length by either the MINISTRY or the

CONTRACTOR under all such Crude Oil -

sales of the Crude Oil from the Agreement
Area then in effect, but excluding any
government to government sales that do not
reflect international oil market prices and any
Crude Oil sales contracts involving barter,
whichever is higher, shall be used. Prices shall
be appropriately adjusted to credit terms
providing for payment within thirty (30) Days
from “the date of bill of lading. Currencies
other than United States Dollars shall be
converted into United States Dollars at the rate
for buying United States Dollars with such
currencies as quoted by Citibank London, at
10:30 a.m, London time, on the bill of lading
date for any such sales, and if this isnota
banking Day in London, on the next
succeeding banking Day in London. .

It is understood that in the case of C.L.F. or
other sales on delivered bases, appropriate
deductions shall be made for applicable freight
and insurance charges to calculate the F.O.B.
point of export price.

4 2 If, during any Calendar Quarter there are no
such sales by the MINISTRY or the
CONTRACTOR then in effect, the
MINISTRY and the CONTRACTOR shall
meet as soon as practicable, but no later than
ten (10) Days after the end of such Quarter,
and mutually agree upon the price of Crude
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- MINISTRY

Oil to be used in determining the value
mentioned in Article 7.4.1 above taking into

e account prevailing market prices for crude

oil of similar grade, quality, quantity, sales’
terms in similar geographical markets during
that period. Pending such mutual agreement
.the provisional price used shall be the last
price determined pursuant to Article 7.4.1 or
under this Article 7.4.2 and appropriate
adjustment.- will be made thereto after
determination of a mutually agreed price by
the MINISTRY and the CONTRACTOR.

Tanker Lifting
At a reasonable time prior to Initial Commercial

Production, the CONTRACTOR shall submit for
consideration to the MINISTRY a procedure for
scheduling tanker liftings from the. agreed upon
point(s) of export and shall negotiate with the
acceptable provisions relating to
underlifting and overlifting of production. Such
provisions shall include periodic and at least
Quarterly settlement of overlifts and underlifts in
cash or in kind at the option of the MINISTRY.

Optional Purchase of Crude Oil
The STATE shall have the option, to be exercised

upon at least ninety (90) Days' written notice to the
CONTRACTOR - to  purchase from the
CONTRACTOR up to fifty percent (50%) of the

| CONTRACTOR's Production Sharing Oil.

. The price for the Production Sharing Oil purchased

1.7

by the STATE shall be as mutually agreed by the
MINISTRY and "the CONTRACTOR. If no
agreement is reached then the price applied shall be
the weighted average price received by the
CONTRACTOR for its sales to non-Affiliated
Companies as calculated in Article 7.4.1 above
during the applicable Quarter. If there have been no
such sales then the price reached under Article 7.4.2
for the applicable Quarter shall apply.

All purchases by the STATE pursuant to this option
shall be on credit terms providing for payment within
thirty (30) Days from the bill of lading date for sales
by tanker shipments, and from invoice date for other
sales.

Production Forecast

The CONTRACTOR shall prepare and furnish to the
MINISTRY not less than thirty (30) Days prior to the
start of each Year and updated quarterly in that Year,
vearly and quarterly production forecast report(s)
and setting out th

total quantity(ies) of the
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Petroleum that the CONTRACTOR estimates can be
r7.used in Petroleum Operations, and produced, saved
- and transported according to this Agreement in the

Year and in each Quarter in accordance with good
Petroleum Industry practices.

The CONTRACTOR shall use its best efforts to
produce the forecast quantity in each Quarter, as
updated from time to time.

. The CONTRACTOR shall, in accordance with good
_ F Petroleum Industry practices, store the Crude Oil in
% storage tanks constructed and maintained by the
CONTRACTOR in the Agreement Area or each

! Development Area, as applicable.

Ll

Measuring and volumetric .determination of Crude
[T Oil shall take place for the purpose of this
Lt Agreement at the point of custody transfer such as:

(i) The tie-in point where the Crude Oil is delivered
1f T toany third party for transportation or sale; or
ii

(ii)The point where the MINISTRY takes possession

p of its share of Crude Oil; or '

(m) The export flange of the storage tanks located at
-+ the agreed upon points of export.
MThe MINISTRY shall take Royalty and title to its
. share of Production Sharing Qil (in accordance with
: Articles 3.2 and 7.3 respectively), and the
, “CONTIMCTOR shall take title to Cost Oil and its
. share of Production Sharing Qil (in accordance with
T Articles 7.1 and 7.3 respectively) as provided for in
[ i this Agreement at a metering point at the storage
tanks or at a point mutually agreed upon by the
[T CONTRACTOR and the MINISTRY.

i

T
| ARTICLE 8
TITLE TO ASSETS
.I " MOM shall become the owner of all assets acquired

and owned by the CONTRACTOR in connection
H__with the Petroleum Operations carried out by the
. | CONTRACTOR in accordance with the following:

{}8.1.1 Land shall become the property of the
k MINISTRY as soon as it is purchased or
; obtained. -
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s.1.Z lLitle to nixed and movable assets shall be
transferred automatically and gradually from
the CONTRACTOR to the MINISTRY as
they are recovered in accordance with the
provisions of Article 7 of this Agreement, so
that the full title to fixed and movable assets
shall have been transferred automatically from
the CONTRACTOR to the MINISTRY when
its total cost has been recovered by the
CONTRACTOR in accordance with the
provisions of Article7 or at the time of
termination of this Agreement with respect to
all assets chargeable to the Petroleum
Operations  whether recovered or not,
.whichever occurs first.

Sl

[ —

ittt

e

The book value of such assets so transferred in
[t each Calendar Quarter shall be communicated
B by the CONTRACTOR to the MINISTRY

within thirty (30) Days after the end of each
b Calendar Quarter.

*

During the term of this Agreement, the
» CONTRACTOR is entitled to the full use of all the
: fixed and movable assets referred to above in
* connection with the Petroleum Operations hereunder
, or under any other petroleum.operation entered into
by the Parties. The CONTRACTOR shall not
L dispose of such assets except with the written

_approval of the MINISTRY and subject to Articles

' 12.5, 12.6 and 12.7 below.

L

‘83 The CONTRACTOR may freely import into the
{ T ROY and use therein and freely export at the end of
| ; such use, machinery and equipment which they
either rent or lease in accordance with good

8.2

"t Petroleum Industry practices including, but not
{ limited to, the leasing of computer hardware and
software.
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9.LI (b)

9.1.1.(c)

ARTICLES
TAXES AND BONUSES

9.1 Taxes
9.1.1 () The CONTRACTOR shall pay a fixed

percentage tax ("fixed tax") equivalent to
‘three percent (3%) of all ils actual
Exploration Expenditures incurred and paid
in conducting its Exploration operations.
This fixed tax shall be paid within three (3)
Months after the Tax Year in which the
televant Exploration Expenditures are
incurred and paid. Such payments shall be
made to the ROY tax authorities and shall be
accompanied by statements authenticated by
the MINISTRY setting out the relevant
Exploration Expenditures in reasonable
detail. Within one hundred fifty (150} Days
after the end of each Tax Year for which this
fixed tax is paid, the MINISTRY shall
furnish to the CONTRACTOR official
receipts evidencing the payment of such tax.

employees of the
CONTRACTOR, its contractors and their
subcontractors working in Exploration
operations shall be exempt from all
personnel income taxes and similar taxes in
the ROY during Exploration operations on
all income or reimbursements paid by the
CONTRACTOR, its contractors and
subcontractors on all income from any
sources outside or inside of the ROY.

Expatriate

Expatriate =~ employees of  the
CONTRACTOR, its contractors and their
subcontractors working in Development and
production operations shail be subject to all
personael income taxes and sithilar taxes in
the ROY as of the date of the first conversion
of the Agreemont Area to a Development
Area and thereafter on all and any personnel
income paid by the CONTRACTOR, its
contractors and their subcontractors in
respect of Developmeni and production
Operations from any sources outside or
inside of the ROY according to the income
tax law in force in ROY.,
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%.1.21ncome Tax
Any and all taxes to which the CONTRACTOR
is subject under the laws of the ROY that are
measured by income, profit or turnover are
hereinafter referred to as "ROY Income Taxes".
For the Qurposa of ROY Income Taxes, the total
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. AKIICLEY
TAX\ES AND BONUSES
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1 Taxes

9 1.1 (@) The CONTRACTOR shall pay a fixed
percentage tax \("fixed tax") equivalent to
three percent (83%) of all its actual
Exploration Expenditures incurred and paid
eriod of thirty (30) cot secutlve Days.

Three million United, States Dollars
(U.S.$3,000,000) within Yhirty (30) Days
after the first date whoratidp Expenditures
are incurred and paid. Such Rayments shall
be made to the ROY tax authoritjes and shall
be accompanied by statements atkhenticated
by the MINISTRY setting out th¥relevant
Exploration Expenditures in reakpnable
detail. Within one hundred fifty (150\Days
after the end of each Tax Year for which\his
fixed tax is paid, the MINISTRY shil
furnish to the CONTRACTOR officia
receipts evidencing the payment of such tax.

" 9.L1(b) Expatriatt  employees of the

CONTRACTOR, its contractors and their
subcontractors working in Exploration
operations shall be exempt from all
personnel income taxes and similar taxes in
the ROY during Exploration operations on
all income or reimbursements paid by the
CONTRACTOR, its contractors and
subcontractors on all income from any
sources outside or inside of the ROY.

9.1.1.(c) Expatriate  employees of the

CONTRACTOR, its contractors and their
subcontractors working in Development ang
production operations shall be subject to Al
personnel income taxes and similar taxg$ in
the ROY as of the date of the first convgfsion
of the Agreement Area to a Develppment
Area and thereafter on all and any personnel
income paid by the CONTRALTOR, its
contractors and their subcoAtractors in
respect of Development afd production
Operations from any sourges outside or
inside of the ROY according to the income
tax law in force in ROY.

9 1.2Income Tax

Any and all taxes tovhich the CONTRACTOR
is subject under the laws of the ROY that are
measured by infome, profit or turnover are
hereinafter refefred to as "ROY Income Taxes".
For the purpogé of ROY Income Taxes, the total
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9.1.6 The

taxable income ot the CONTRACTOR with
respect to any Tax Year shall be an amount
calculated as follows:

(i) The total value of all Crude Oil
(determined as provided in Article 7.3
above) = received by ‘the
CONTRACTOR in such Tax Year
pursuant to Article 7; plus

(i))An amount equal to the CONTRACTOR's
ROY Income Taxes.

If the total value of such Crude Oil received
in any Tax Year by the CONTRACTOR as
set out in Article 9.1.2 (i) above is equal to
zero, then the CONTRACTOR shall not be
required to pay any ROY Income Taxes for
such Tax Year.

MINISTRY shall assume, pay and
discharge on behalf of the CONTRACTOR,
the CONTRACTOR's ROY Income Taxes out
of the MINISTRY's share of Crude Oil under
this Agreement. |

Within one hundred fifty (150) Days after the
end of each Tax Year, the MINISTRY shall
furnish to the CONTRACTOR official
receipts evidencing the payment of the
CONTRACTOR's ROY Income Taxes for
such Tax Year. Such receipts shall be issued
by the proper tax authorities and shall state the
amount and other particulars customary for
such receipts.

1.5 In calculating its ROY Income Taxes, the
MINISTRY shall be entitled to deduct the
ROY Income Taxes of the CONTRACTOR
paid by the MINISTRY on the
CONTRACTOR's behalf,

CONTRACTOR, its  Affiliated
Companies and their contractors and
subcontractors are exempt from all ROY
Income Taxes and all other taxes and related
taxes of any nature whatsoever payable in
ROY with the exception of the fixed tax as
stated in Article 9.1.1(a) and the ROY Income
Taxes as stated in Article 9.1.2 above.

.1.7 Tax Statements

The CONTRACTOR shall provide the
statements concerning the calculation of the
fixed tax stated in Article 9.1.1 above, within
thirty (30) Days after each Quarter

N

A gl (3043 L Ry puall il i)
AP il e il & Gl Ly joa

e gl tia g Saaaal) Ladll Mof (V)
Al Lt JJaay (odel "Yov il
Al el Jgliddl adde Juaa g3

L5 () 3okl Gigla Ly puall

Ty spendl Gl gl g slsna it gl (Y)
el LS I3 (Jaall o dyial
Juan (g2 ALl Laidh) 13 e
3 WS Ay o i A J il e
ool (1) ¥-1-9) sa—dll i e

Ugliell 9% o daie of yiea (g gluy

Tz yia i Gl pa gl oy Witk
Al et A il Ay pganl b

WL PR A RS LTI SR - R

el Al Ay ) yeaal 8 g il (Ja
?‘A“.L\.u]‘u.ale_mawd_,u| u.l:MLu
‘Lu'Lu'Ylo.\huwnM

LA_,:_:(\oc) OPM&JULALD\_'}'&J“}J“ eﬁ:i-\-‘
YU gy Ty R IS Ay 2y
d_,‘_;..«.n c.J.)L:.\_..\:\.Jth‘__LAn&_\MJ
il cﬂ._\_'x.lx__u.a._;.“ :\_._l_)‘,.g_AA_J\
claa JS 0585 o (Lo g pall
Ligrag i puml i aling et yilea
Al e o agle G jlatdl Jualidl y allall
JEDONY

d—2all e Hycally dadala iese.da8

3 Y | d_,_:...) UL b ERYWIPPS |

__cgydrall J3al k—L.-l‘).nae—nAAJ
d_’\..i..a.“ L).GLJL\.)SJJ‘,_“ d_uu.n

4__.\!JLM_’ L'_s!_,ha_’ 44.)‘.:“ M‘SJuJ d_,\.la“ U'h'-!:“""
A3y Jaal G pua e e OBLY 0
= il i al gV Lo 5 LS (gl LgmaSa
e AN Ly yuall laela dyiagll 4y ) ggand
(-1-9-9) bl B e (o guaiall 3 i)
daal e dgal &y ) seenll Ay o 1355 030l

o3lel (Y21-9) 0l i Lgle (o guaial

sl el il gl V1.4
Gladaly Lalall cild i<l NEH Jatial psl
(Y-1-1) a2l UALQ,_J! LBl Al Ay gzl
g_'-'dl LJ-A-DaJ—'..(‘"') R b Sla el

k

/7



commencing after the Effective Date of this
Agreement, and shall provide statements
concerning the ROY Income Taxes according
to Article 9.1.2 above, within thirty (30)

Working Days after each Tax Year
commencing after Initial Commercial
Production, and shall provide statements

concerning the personnel income tax as stated
in Article 9.1.1.(c) above, within fifteen
(15) Working Days followmg the end of due
Month.

¢ | Bonuses

9.2.1

9.2.2 Training Bonus

Signature Bonus
The CONTRACTOR shall pay to the

MINISTRY as a signature bonus, One
Million and fifty thousand United States

Dollars (U.S.$1,050,000). Within Two weeks

after the signing of this Agreement the
CONTRACTOR  shall provide to the
MINISTRY an irrevocable Letter of Credit
issued by any bank in ROY, using the form set
out in Exhibit III of Annex “D”, covering the
full amount of the signature bonus, payable on
the Effective Date of this Agreement.

The CONTRACTOR shall pay to the
MINISTRY, within thirty (30) Days after the
start of each Year starting on the Effective
Date and each anniversary thereof during the
term of this Agreement, and any extension

~ thereto, -a lump sum of One Hundred thousand

9.2.3

9.24

\\ A/l/\/p AN

United States Dollars (U.S.$100,000) for the
purpose -of training Yemeni employees of the
MINISTRY and its Dependent Units.

Institutional Bonus

The . CONTRACTOR shall pay to the
MINISTRY, within thirty (30) Days after the
start of each Year starting on the Effective
Date and each anniversary thereof during the
term of this Agreement, and any extension
thereto, a lump sum of One Hundred thousand
United States Dollars (U.S.$100,000) as an
“Institutional Bonus”.

Social Development Bonus
The CONTRACTOR shall pay to the

MINISTRY, within thirty (30) Days after the
start of each year starting on the Effective
Date and each anniversary thereof during the
term of this Agreement, and any extension
thereto, a lump sum of One hundred thousand
United States Dollars (U.S.$100,000) as a
“Social Development Bonus™.
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v.2,5 Production Bonus

1. ., The CONTRACTOR shall pay to the
. MINISTRY the following production bonuses.
o The rates of production specified below shall
0 not include production from any sole risk
projects of the MINISTRY except if the
ot CONTRACTOR exercises its option to share

in such sole risk production, and only from the

: gLl dada zo.Yat
TS XY P | cﬁuY‘ HSJ_}_,_.“ Jalidl Hég
Je Y ol ol saa sl EL...’d‘ﬂ YA xa
83—t 5yl sall g e (gl s iyl
Wi e 3l 5
L [ b (g N\ WY P TR [ -
c..!_)‘_:d‘ 0—4J=—§§_,3&H34!‘ SJL‘J.A“ $L

1] ue ::.b' |}

' , initial date of sharing, A lall
Lok
\ (a) One Million United States Dollars 5 XN (‘\, ey o——taa—aly
] (U.S.$1,000,000) within Thirty (30) iy Al Saaliall Ly gl Y 93 Ooa
¢ Days after the first lifting of crude oil. AN il aeas J gl e Lags (YF0) D0 Pl
[t (b) One million and half United States Ne(V,00 0,000 ) Lialygy—ladaly -
P Dollars (U.S.$1,500,000) within thirty 3, ( ey ) ol s ¢ '
(30) Days after the first date when the \ - a B A,
[ total average daily production of Crude \ ...‘1"‘1' ‘SLAZ}H .L.u:,i.JI Gt & L::J { l
Iy Oil produced and saved from the € ‘l‘ . .l T N @‘) A
Agreement Area, and not used in R — e 'Lu“'“ ¢ ‘,_‘““ 'L,""uq_“ sl
- Petroleum  Operations, has been ;)*—‘—"‘}’4‘_-” 24 4——"‘“‘“9—"
sustained at the rate of Twenty five Ayl el e pa——a
’ thousand (25,000) Barrels per Day for e (Y0, 00 o) ll g plic y Luned Jana ic
- a period of thirty (30) consecutive g (V) o—D3a dagll
Days. Ayl
. (c) Two million United States Dollars Nea(Yyeer o) te— a1 g
| (U.S.$2,000,000) within thirty (30) AT PR TP
Days after.the first dat.e when the total g (T) it 2 U,‘ i
. average daily production of Crude Oil e N 3y A .
j produced and saved from the 7 A a :
i Agreement Area, and not used in s ¢ : “7“.‘:_ e ‘-"“—'““
Petroleum  Operations, has been sl *";L‘“ L')“*‘-"L‘”“J'J C?““]' _t“"‘"' J"“n
i sustained at the rate of fifty thousand d*‘“_“ — “-—‘!:’J"-‘“ Clleall 8 padiue il
; (50,000) Barrels per Day for a period 5 pgall A dgas (00,000 ) Gl et
of thirty (30) consecutive Days. A Lagg (Y0 ) o2
. (d) Three million United States Dollars Nga(Y,eve v ee) —ila b, | SR
(U.S.$3,000,000) within thirty (30) 34 atall ¢l Nl el Y9 ¢ .
i Days aﬁer.the first dat.e when the tota.l { 2 (7)) ot P24 <5,
| average daily production of Crude Oil 1 TP O N P e
' produced and saved from the Ly ," "J!! ) j{"“‘ ™ "] .
T Agreement Area, and not used in = b - d o ,,’"
| Petroleum  Operati has b i g O 4 Badfiadly il
., perations, has been nGl R TIETRTRY
- sustained at the rate of Seventy five f"’:““"‘d"""‘"" Ay il ey ! gt piue
g thousand (75,000) Barrels per Day for 3558 psall (o e (V0 ¢ ) Gl gy
| a period of thirty (30) consecutive At Lagy (Vo) o
L) Days.
N P RTRTEIRES RS e S R
_’ (e) Four million United States Dollars X aldl @l B RN By Ay S—
i (U.S.$4,000,000) within thirty (30)

Days after the first date when the total
average daily production of Crude Oil
produced and saved from the
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Agreement Area, and not used in
, Petroleum Operations, has been sustained
i at the rate of one hundred thousand
(100,000) Barrels per Day for a period of
thirty (30) consecutive Days.

(f) Six million United States Dollars
(U.S.$6,000,000) within thirty (30)
Days after the first date when the total
average daily production of Crude Oil
produced and saved from the

i Agreement Area, and not used in

Petroleum  Operations, has been

sustained at the rate of one hundred

[ fifty thousand (150,000) Barrels per

il Day for a period of thirty (30)

consecutive Days.

Each of the production bonuses are to be
paid ones only.

9.3All taxes and bonuses referred to above in
this Article 9 are not recoverable from the
r - Cost Oil under Article 7 of this Agreement.

ARTICLE 10
OFFICE AND SERVICE OF NOTICE

i

- Dufing the period of this Agreement, the
‘fCONTRACTOR shall maintain an office in the ROY
: mg within thirty (30) Days after the Effective Date of
'f th iAgreement.

A{ matters and notices shall be deemed to be validly
sel led on the CONTRACTOR if in writing and delivered
to the office of the CONTRACTOR'S General Manager
| st receipt or which are sent to him by registered mail,
tel[ Ex or telex.

Al'ymatters and notices shall be deemed to be validly

ed on the MINISTRY if in writing and delivered to
the MINISTER'S office in Sana'a during regular office
ho 58 or which are sent to it by registered mail, telefax or
tel

L changes in the address of the CONTRACTOR’s

office or in the individual empowered as General Manager
shﬂ be notified to the MINISTRY at least ten (10) Days

to the changing date.
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11.L

AKTICLE 11
CONSERVATION, PREVENTION OF
LOSS AND ENVIRONMENTAL SAFETY

!T-.

1[ I’I‘he CONTRACTOR shall take all proper measures,

according to generally accepted methods in the
Petroleum Industry to prevent loss or waste of
Petroleum above or under the ground in any form
uring drilling, producing, gathering, transporting,
) distributing and storage operations.

t iThe test Crude Oil produced from any well(s) in the
Agreement Area is the property and the
Tresponsibility of the MINISTRY who will dispose of
it freely and separately.

B

iThe MINISTRY has the right to prevent any
operation on any well that it might reasonably expect
would result in loss or damage of the well or the Oil
—pr Gas field. ' '

2 }Upon completion of the drilling of a productive well,

he CONTRACTOR shall inform the MINISTRY or
| fits representative(s) of the time when the well will be
U kested and of the production rate ascertained.

iExcept in instances where multiple producing
reservoirs (not in pressure communication with each
other) in the same well can only produce
[ =conomically through a single tubing string,
PPetroleum shall not be produced from multiple Oil
bearing zones through one string of tubing at the
| same time, except with the prior approval of the
| IMINISTRY or its representative(s).

‘y The CONTRACTOR shall record data regarding
ithe quantities of Petroleum and water produced
" ‘monthly from each Development Area. Such data
hall be sent to .the MINISTRY or its
representative(s) on the special forms provided for
'Lth'\t purpose. A report to that effect must be
~ submitted daily. Daily or weekly statistics regarding
iEhe production from the Development Area shall be

vailable at all reasonable times for examination by
~ authorized representatives of the MINISTRY.

Daily drilling records and the graphic well logs
must show the quantity and type of cement and the
[ hmount of any other materials used in the well for
| fhe purpose of protecting Petroleum, Gas bearing or
“fresh water strata,

}my fundamental mechanical operation on a well
after its completion, must be approved by
representative(s) of the MINISTRY,
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11,0 11 ue COUUI NG L pcllUlllllllB ue  rouuiculnl
(o _Operations, the CONTRACTOR and its contractors
o and subcontractors shall be subject to the laws,
decrees, other rules and regulations with respect to
. ; environmental protection and safety and shall
| | conduct its operations in accordance with accepted
‘1 Petroleum Industry practices.

0
i ARTICLE 12
CUSTOMS EXEMPTIONS AND EXCHANGE
o CONTROL
i
I12. { 4 The MINISTRY, the CONTRACTOR, its

permitted to import from abroad, and shall be exempt
from all Customs Duties and related taxes with
respect to the importation of machinery, equipment,
' fvehlcles materials, supplies, consumables, and
imoveable properties, to be used solely in the carrying
_out of Petroleum Operations, under this Agreement.

[contractors and their subcontractors shall be

-1 -3
¥

i L Foodstuffs may also be imported, provided their
! Customs Duties are fully paid.

* 121 The exemption stated in Article 12.1 does not
; apply to any imports of materials if these or
! [ :comparable materials are manufactured in the ROY
| ,and may be purchased locally at a rate which does not
exceed ten percent (10%) of the cost of the imported
. #8oods prior to the addition of the Customs Duties, but
| [ | after adding the cost of transport and insurance.

12} The CONTRACTOR, its contractors and Their
. | isubcontractors shall have the right to export free of
‘Customs Duties and related taxes any material,
_equipment and goods which are imported to ROY for
ithe purpose of the Petroleum Operations irrespective
kof whether they were exempt or not from Customs
Duties and related taxes according to this Agreement,

Iprovided the CONTRACTOR notifies the
| IMINISTRY of such exportation. -
12[? There shall be no license required, and the

{ECONTRACTOR and the MINISTRY and their
respective customers shall be exempt from any duty,
ax, fee'or any other financial impost in respect of the
sxport of Crude Oil under this Agreement. Subject to
" ‘any obligation under this Agreement to sell Petroleum
o the STATE, the CONTRACTOR shall have the

right to freely (except for those fees and charges

“which are normally paid to the GOVERNMENT
i actual services rendered by the

-Oil and its share of Production Sharing Oil.

Y

/]

gencies for
LEOVERNMENT agencies) export and sell the Cost "
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12,5 ‘The COUNIRACIOUR, its contractors and their
r 1. subcontractors shall have the right after receiving
‘ O approval from the MINISTRY to sell any materials

or equipment or goods which were damaged or used,
¢ 1 and thereby became non-serviceable, and which the
. CONTRACTOR or its contractors and .their
* subcontractors respectively classify as scrap or junk,
. in the ROY without paying Customs Duties and
| related taxes.
i ’

12.6 New materials, equipment and goods or used but
['T serviceable materials, equipment and goods, that are
L surplus to the Petroleum Operations under this

Agreement may be sold outside the ROY after the
[ MINISTRY's approval following exportation or may
| i be sold within the ROY provided that for any sale in

the ROY the purchaser shall pay the applicable
r 1 Customs Duties, taxes or imposts, if any, except if
| | sold to the MINISTRY or one of its Dependent Units

or, with the MINISTRY's approval to other
r companies enjoying substantially the same customs
| | exemption as the CONTRACTOR.

12,7 In the event of such sale under Article 12.5 or
'{ " Article 12.6 above, the proceeds from such sales
* shall be divided in the following manner:

The CONTRACTOR shall be entitled to
- reimbursement of its unrecovered costs, if any, in
_such material or equipment, and the excess, if any,
"shall be paid to the MINISTRY. The
i CONTRACTOR's unrecovered costs shall be
reduced by the amount of such reimbursement paid
" to the CONTRACTOR.

L i
12.8 For the purpose of implementing this Article 12, the
T Customs Duties include all the imposts and taxes
; (except those fees and charges which are normally
paid to the GOVERNMENT agencies for actual
» services rendered by the GOVERNMENT agencies)
- levied for importing (or exporting, if applicable) the
* said materials, equnpment and goods.

IZ{T The CONTRACTOR, its contractors and their
‘subcontractors are exempt from the need to obtain
1mport and export perntits for materials, equipment,
machinery, and goods requnred for their activities, and
Jthcy will be exempt from paying concession royalties
Yto Yemeni corporations or companies.

[i12.9.1 Every  foreign  employee  of the

CONTRACTOR or its Affiliated Companies
B or its contractors and subcontractors are
| permitted to import from abroad, exempt from

Customs Duties, a reasonable quantity
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of household goods, personal belongings, anda ¢tV o3 a 3 55l 0 9—Sy of Do ity
car to be used only for his personal and family LS iyl y ki gall pead &l Jlesiald
use. Whatever an employee imports may-notbe @l o0l sl 03 ML‘ ol Lad g
sold in the ROY except and after Customs Duties |, i 335 sy ¥) oal (b Za yna

and related taxes are properly paid, unless sold to : “ .. i3
\ b e el i e Laa B Loy 38 janl
another foreign employee of the CONTRACTOR. il s al (.r-"“-‘ R \e--n Va

12.92 In order to implement Article 12.9.] above,

Customs Duties shall have the meaning Gaodbal (12921 Y) 5 5l Gk (al &Y 1¥-421 ¢

stated in Articles 12.4 and 12.8 of this
Agreement,
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2.1 The CONTRACTOR, its contractors and their . '

' subcontractors shall be exempt from foreign Jl<al s bl (o pgal sliay A liay Joliall iy 2V 0oV Y
exchange controls in the ROY, with respect to their o), 2 Y (. g) —3 2l e 3N
activities under this Agreement. AU o3¢ Uiy agibadkil K lan

12.10.1 The CONTRACTOR, its non-ROY Ot ptt) i g Al iy S ial Jgay 2121 0ot ¥

N\

-petroleum

contractors and their subcontractors shall
supply all funds necessary for- their
operations in the ROY under this Agreement
in freely convertible currency from abroad.
The CONTRACTOR, its non-ROY
contractors and their subcontractors shall
have the right to buy Yemeni currency
whenever required, and the conversion shall
be made at Yemeni banks according to the
official ROY rate of exchange at the best rate
officially prevailing in the ROY, which rate
shall be at least as favorable as the rate
available to any other international
company conducting - similar
activity in YEMEN. The CONTRACTOR,
its non-ROY contractors and their
subcontractors shall have the right to make
payments directly abroad in - foreign
currencies for goods and services obtained
abroad for their operations in the ROY under
this Agreement and to make such payments
in accordance with the provisions of this
Agreement without having first to transfer to
the ROY the funds for such payments. The
CONTRACTOR shall have the right to
maintain abroad one (1) or more convertible
currency accounts in international credit
institutions  of  its selection. The
CONTRACTOR shall have right to pay
abroad principal and interest on borrowings
to finance any of its Petroleum Operations
without having first to transfer to the ROY
the funds for such payments.

12.10.2 The CONTRACTOR shall have the right to

hold United States Dollars and other freely
convertible currency in a bank account in the
ROY if a bank account of that kind is made
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available to any international petroleum

r company for any purpose.

9.1.1(b) of this  Agreement, the
CONTRACTOR shall have the right to pay
its expatriate employees working in YEMEN
in foreign currencies outside of YEMEN.
Such employees shall only be required to
bring into YEMEN such foreign exchange as
required to meet their personal living and
other expenses in YEMEN.

l'

N
i)
'12.10.3 Subject to Article 17.1.1 below and Article
]
i

receive and retain abroad and freely use all
funds received by it abroad, including,
without limitation, any sales proceeds from
B an authorized assignment of its interests in
l this Agreement, the proceeds from the sales

of its share of Crude Oil exported, and
7 proceeds received by the CONTRACTOR
~ from any sale of equipment, materials and
goods permitted as described in Article 12.7.

I
_1}52.10 .4 The CONTRACTOR shall have the right to
i

] 2 10.5 The MINISTRY or the GOVERNMENT, or

.their designated purchasers in the ROY, shall

y pay the CONTRACTOR abroad in United

P States Dollars for any Crude Oil purchased

from the CONTRACTOR, including Crude

Oil that is requisitioned by the

: GOVERNMENT pursuant to Article 19

b - below. The term "abroad", as used in this
Agreement, means outside the ROY.

4

'2.11_1The CONTRACTOR, its contractors and Their
subcontractors shall pay Yemeni contractors and
[ T suppliers of materials manufactured in the ROY, as
| i well as .importers of equipment, machines, and
consumable goods, in Yemeni currency, which may
ybe obtained according to provision of Article
| 12.10.1 of this Agreement except in a case where
" the payment should be paid by foreign currency for
Fthe need of services and procurement.
2.12£The CONTRACTOR, its foreign contractors and
{,subcontractors as ‘well as their resident forelgn

| staff, shall have access to the duty free shops i in the
iroY.

[
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AKIIVLE 13
P‘CCOUNTING BOOKS; ACCOUNTING AND
i [ PAYMENTS '
3.1 The CONTRACTOR shall maintain at its
| |usiness offices in the ROY books of account, in
accordance with the Accounting Procedures in
r4nnex “F” of this Agreement and according to
| e accepted accounting practices generally used
n the Petroleum Industry. The CONTRACTOR
I hust keep such other books and records as may
2 necessary to show the work performance
nder this Agreement, including the amounts
hd value of all Petroleum produced and saved.
he CONTRACTOR shall keep its books of
account and accounting records in United States
r[;)llars, which shall be the controlling currency
this Agreement for cost recovefy, taxes and
other purposes, and in Yemeni currency for
| Mformation. The CONTRACTOR shall furnish
‘J the MINISTRY or its representative(s)
monthly ‘returns showing the amount of
Etroleum produced and saved. Such returns
shall be prepared in the form required by the
MINISTRY or its representative(s) and shall be
{ igned by the General Manager or by the Deputy
Weneral Manager or by a duly designated
fleputy, and delivered to the MINISTRY or its
L.'L;presentative(s) within thirty (30) Days after
ne end of the Month that covers the return.

—

=

: T .

?3.2[ The aforesaid books of account and other
ooks and records referred to in Article 13.1,

“shal-l be available at all reasonable times for

. | |nspection by duly authorized representatives
of the MINISTRY.

IF

)

ARTICLE 14
TECORDS, REPORTS AND INSPECTION

1 u\e CONTRACTOR shall accurately prepare and
ep at all times, while this Agreement is in force,
the current records of the Petroleum Operations in

s Agreement Area, according to this Agreement.

.2 The CONTRACTOR shall furnish the MINISTRY
its representative(s), in conformity with applicable
Ugulaﬁons or as the MINISTRY or its
representative(s) may  reasonably  require,
H‘onnation antp_data concerning its Petroleum
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4.4

4.5

i

L7

43

e

\JPUI auvln uluc i bl CUIICHL, 11ic
ONTRACTOR will perform the functions indicated

j; this Article 14.2 in accordance with its role as
ecified in this Agreement,

' 'he CONTRACTOR shall save and keep for a
.tasonable period of time a representative portion of

each sample of cores and cuttings taken from drilling

"Yells, to be disposed of, or forwarded to the

_MINISTRY or its representative(s) in the manner
directed by the MINISTRY. All such samples
" Btained by the CONTRACTOR for the Petroleum
)perations shall be considered available for
nspection at any reasonable time by the MINISTRY
[ Ir its representative(s).

I.Llnless otherwise agreed to by the MINISTRY, in

se of exporting any rock samples outside the ROY,

amples equivalent in size and quality shall, before
'such exportation, be delivered to the MINISTRY.

g’?ﬁriginal records are the property of the
JOVERNMENT. They can only be exported with
the permission of the MINISTRY provided,
o owever, that magnetic tapes and other data which
L.ﬁlust be processed or analyzed outside the ROY may
be exported if a monitor or comparable record, if
[Evailable, is maintained in the ROY and provided
hat such exports shall be repatriated to the ROY
promptly after processing or analysis.
3

‘4.6{ }'buring the period the CONTRACTOR performs the

Exploration operations, the MINISTRY's duly
-mthorized representative(s) or employees shall have
pe right to full and complete access to the
Agreement Area at all reasonable times with the
+ight to observe the Petroleum Operations being
bnducted and to inspect all assets, records, and data
ept by the CONTRACTOR. The CONTRACTOR
spall provide the MINISTRY with copies of any and
‘[l_ data including, but not limited to, geological and

ophysical reports, logs, and well surveys,
information, and interpretation of such data, and
ther  information in the CONTRACTOR's
ssession.

ir the purpose of obtaining new offers, the
INISTRY may show any other party uninterpreted
basic geophysical and geological data (such data to
[} not less than two (2) Years old unless the
LjONTRACTOR agrees to a shorter period, which
agreement shall not be unreasonably withheld) with
spect to the Agreement Area.
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#.8 All available technical data concerning the

f }greement Area including the geological,
i_leophysical and drilling data and any rock or
hydrocarbon rock samples shall be made available to

ﬂxe CONTRACTOR free of charges except of

i D;opymg within thirty (30) Days from the Effective
ate

r T

l
ARTICLE 15
[ ? RESPONSIBILITIES FOR DAMAGES

e

The CONTRACTOR shall entirely and solely be
sp{ Isible before the law towards third parties for any
imy Je caused by the CONTRACTOR in the conduct of
stroleum Operations and shall indemnify the MINISTRY
zaif It all damages for which it may be held liable to
urdT Eartnes on account of any such operations.

ARTICLE 16
, PRIVILEGES OF THE MINISTRY'S
{ REPRESENTATIVES
Duly authorized representative(s) of the

BTRY shall have access to the Agreement Area and
£ Petroleum Operatlons conducted thereon. Such
’.presentatlve(s) may examine the books, registers, and
“’s of the CONTRACTOR and make a reasonable

nforcing this Agreement. They shall, for this purpose, be
ntif 7d to make reasonable use of the machinery and
ist{ jnents of the CONTRACTOR on the condition that
o danger or impediment to the Petroleum Operations
erejnder shall arise directly or indirectly from such use.
uc l representative(s) shall be given reasonable
ssistance by the agents and employees of the
‘ONTRACTOR so that none of the activities shall
nd{ zer or hinder the safety or the efficiency of the
etroieum Operations. The CONTRACTOR shall offer
aich . representative(s) all

-:csued to its own employees in the field and shall
rovide them, free of charge, with the use of reasonable
ffice_space, and of adequately furnished housing while
'leyU:re in the field, for the purpose of facilitating the
bjetdve of their assignments. The CONTRACTOR shall
ot be responsible for any liability resulting -from the
ljul:]f to or death of or damage to the property of any
Be l‘epresentative(s) or employees, unless caused by the
misconduct of the

ross negligence wilful
;OI*{"'[IRACTOR.

\[_

or

pr of surveys, drawings, and tests for the purpose of .

privileges and facilities
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AKLICLE L/ s Aagladl 3alall

 JEMPLOYMENT PRIVILEGES AND THE | S Gyl g Cigh g3 ) 3
| | 'TRAINING OF ROY PERSONNEL il 4 gpad

"ONTRACTOR  that Petroleum  Operations

ereunder be conducted in a busmessllke and g3 4_‘_“]‘“““ uﬂ‘ﬁ‘)_-f
efficient manner: B A —lee A5l LAY od
4 | el
{}7.1.1 A minimum of fifteen percent (15%) of the i i .
combined salaries and wages (excluding the d——siadl —Laadly Uyl oy 110 Y
leave pay and non recurring bonuses) of each +—=S 4y (%10) y—be L e
of the resident expatriate administrative, Gl 3§ y——ars s —
professional and  technical personnel il gl b0 i By J—S Hs—aly
employed by the CONTRACTOR, its 'y i o saiiall il oY)
contractors and subcontractors that are ..., Jy ¢ NERY

ident in YEMEN shall be paid monthly in

resi A iay Joliall pganstway (il yariill

'.7.)](1t is the desire of the MINISTRY and the d le J4l ARTER Iy RELRY
{

| Yemeni Currency. ' el gy 4 iy
17.1.2 The CONTRACTOR shall select its . i ..
r employees and determine their numbers to A Ry 4"'."“_‘!"-"‘ dJ‘——'f!' J!—"‘* ARARM
| be used for the Petroleum Operations el u.—’_(’lx‘"—“‘m pe—ia o33
: hereunder, subject to Article 6 above. (1) salall G uLENl 0 & guaga *-‘l.’.)*-\‘:
' oo

E7.1.3The CONTRACTOR shall, after consultation
L with the MINISTRY, prepare and carry out 5 j 53 as Ll 2y d P PPRTE] S ML
specialized training programs for its Yemeni {_, aaiie oy 2% gl 3 Asiliy Sacly
employees engaged in Petroleum Operations O s 2l —priadl 4 3ilh ge o eal
E according to this Agreement and with respect 3 e \

to applzi;cab]e as%)ects of the Petrolgum :;_A e ﬂt“—'dfﬂ :n ua‘_mt:
[ 7 Industry, such training programs should be f “":‘u ',L"‘ el 3
in line and satisfy the requirements ofthe “ < —=23° '_:f*'"‘ etall \‘_:
Yemenisation Plan prepared jointly and <l 4‘—‘-‘!‘3“"“&*‘3{”‘ G“'-’f 058
B approved by the = MOM. The -dsi—fedSfataadl i_Sighd dad
. CONTRACTOR shall undertake to replace == 3 .5)1 s d s Lele Gl yall
gradually its staff by qualified Yemeni O cula¥l Lany % dafiww ol J i
B nationals in full coordination with the (Giuiilly ()tls 3o ik y (il gay ik ga -
| MINISTRY and in accordance with the I uigll i hadl Cighiy a5 55 ae JulS
approved Yemenisation Plans. 380 J8 e sadiedl

r?

f
P ]

7 1.4The CONTRACTOR shall use its best efforts Gally s gea . 7!-{ P Jalidl Jiy iy 162120 Y

to include in its organization, throughout the Ol a2l a3 3l

Exploration Period and the Development - YTy -
Period and, when appropriate to the nature of sl d 2J o

the Petroleum Operations, the maximum J—"f]' u_—”":_‘“‘-’ Ue‘s""'——-‘Jé’JP'“J
number of graduates seconded by the ¢*J—E p Oy FLA udigay

el

f MINISTRY and selected by mutual —ebill 4S8 gwiad ila JS—
i agreement, such as geologists, geophysicists, OLS LSy el y GLESLAYT Joal e PIA
drilling englneers and production engineers, Ay il cllael daglal Gutia ¢l
II 1.5All Yemem personnel employed by the (135 peih 8 5 cpdll Cpual )sSn c0.)\Y

CONTRACTOR, its contractors and oed 5 OBUY e o EAPPREW d J\_“n
subcontractors shall be paid, according to their ey sal 30y b 9‘ 3 aeily)

employment terms, salaries, wages, benefits 4 1 -
S > . PYR EL TN N‘u‘l“ 33 da gyl Uake Aiatisall
and allowances according to their technical, Tigal g Y1 5 Al

1 administratjve and professional abilities. : v T
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ARTICLE 18
7l. , LAWS AND REGULATIONS
§ |

i1

3.11 eneral
; BExcept as provided in this Agreement, the
CONTRACTOR shall be subject to all the laws of

»f Petroleum Operations carried out pursuant to this

greement and for the conservation of the Petroleum
_resources. The CONTRACTOR, its contractors and
ubcontractors shall be subject to the provisions of
tJhis Agreement which affect them, and to all
regulations which are duly issued by the
[ BOVERNMENT or the MINISTRY from time to
| ime, except those regulations and laws that are
inconsistent with this Agreement.

_I\rwironment, health, labor and efficient performance

!
52 [_;ilights Controlled by this Agreement
. Interests, rights and obligations of the

BOVERNMENT that are represented by the
AINISTRY and of the CONTRACTOR under this
'Agreement, shall be solely governed by the
mrovisions of this Agreement and may be altered or
{ imended only by the mutual agreement of the
- “Parties, which will be subject to approval according
to the constitutional procedures in the ROY.

i

' ARTICLE 19
1: RIGHTS OF REQUISITION
Leneral
In case of national emergency, the GOVERNMENT
hEas the right to requisition all or part of the
etroleum produced from the Development Area or
-ée’velopment Areas during the period of such
emergency, and has the right to instruct the
ONTRACTOR to increase the production to the
\Aaximum rate achievable in accordance with
Petroleum Industry standards. The GOVERNMENT
Exs also such right to requisition to the Development
Ldrea itself and, any related facilities, during the
period of such emergency.

|

(9.1.1 The GOVERNMENT has the right of final
| | requisition to any Development Area if it is
proved to the GOVERNMENT that the
CONTRACTOR has caused, by its gross

).1

YEMEN and regulations issued for the
i implementation  thereof, including, without
L. . . .

imitation, any regulations for the safety,
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19.7
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3 A

negllgence or wnlful misconduct, a material
and substantial damage to any Oil field or

RN any relevant facilities in the aforementioned

Development Area provided that such
damage so caused shall be determined by a
neutral third party selected by the
MINISTRY and the CONTRACTOR to
assist them in reaching a mutual agreement
on the right of final requisition. '
19.1.2 In no case shall a requisition, as provided for
herein, be implemented prior to adequate
written notice to the CONTRACTOR so that
- it shall be able to express its views with
respect to such claim of a requisition.

Notice of Requisition

The requisition of Petroleum production shall be
carried out through a “Ministerial Order”. Any
requisition of the Development Area itself, or any
related facilities, shall be carried out through a
“Republican Resolution”, duly notified to the

‘CONTRACTOR.
Indemnification
In the event of any requisition, except a final
requisition referred in Article 19.1.1, the
GOVERNMENT shall indemnify the

‘CONTRACTOR for the period during which the
_requisition is verified, including: :

19.3.1Damages if any from any such requisitions,
except for any damages resulting from enemy
attack on any Development Area or to the
ultimate recovery of Crude Oil from any
Development Area.

19.32Full  payment each Month for the
CONTRACTOR's share in all Petroleum
extracted by the GOVERNMENT less the
Royalty, the MINISTRY's Production Sharing

Oil, and the operating costs of such
production. '
ARTICLE 20
ASSIGNMENT
General

Neither the CONTRACTOR nor any of the entities

somprising the Contractor may (except to an
Affiliated Company) sell, assign, transfer, convey, or
otherwise dispose of to any person, firm or
orporation, in whole or in part, directly or
ndirectly, any of its rights, privileges, duties or
obligations under this Agreement without the prior
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written  approval of the MINISTRY. The
CONTRACTOR shall guarantee the performance of
such assignee, in accordance with the terms of this
Agreement. An  entity comprising  the
CONTRACTOR shall give to the MINISTRY a
prompt written notice of any assignment to an
Affiliated Company.

. 1202 Approval of the MINISTRY

Within ninety (90) Days from the date of the
fulfillment of the last condition under this Article
20.2 as required by the MINISTRY by any entity
constituting the CONTRACTOR of a proposed
assignment under this Article 20, the MINISTRY
shall give its approval to the assignment by any
entity constituting the CONTRACTOR of all or part
of its rights, privileges, duties or obligations under
this Agreement only if the following conditions are
met:

20.2.1 The obligations of the assignor deriving
from this Agreement must have been duly
fulfilled as of the date such request is made
and remain fulfilled on the date of the
assignment.

20.2.2The proposed assignee or assignor must
produce reasonable evidence to the
MINISTRY of the assignee's financial and
technical competence.

20.2.3The instrument of assignment must include
provisions stating precisely that the assignee is
bound by all covenants contained in this
Agreement and any modifications or additions,
in writing, that up to such time have been
made.

A draft of the proposed assignment and all
relevant documents supporting the request,
shall be submitted to the MINISTRY prior to
the date of the proposed assignment, for the
purpose of official approval.

20.2.4As long as the assignor shall hold any interest
under this Agreement the assignor together
with the assignee shall be jointly liable for all
_duties and obligations of the CONTRACTOR
under this Agreement.

20.3 Any assignment by any entity constituting the

CONTRACTOR of all or part of its interests
under this Agreement shall be free of any taxes
and fees of any nature whatsoever applicable in
the ROY including, but not limited to, taxes on
any sales pa)ceeds and transfer taxes, charges
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and fees, except tor the payment to the

0 MINISTRY of fifteen percent (15%) of the Net

[ Sales Proceeds, as defined below. The term "Net

Sales Proceeds" means the amount resulting from
It the following calculation;

20.3.1The total consideration paid to the respective

1 assignor(s) in convertible currency in the form

i of cash, check, or other readily negotiable

instruments for any interest under this

. Agreement that is assigned to any person,

{ | firm, or corporation other than to an Affiliated

: Company of such assignor(s) in accordance

. with the provisions of this Article 20, less the
, sum of (i) and (ii) below:

i ,

[Ee——

(i) all costs, expenses, bonuses paid to the

[ STATE, fees and. expenditures of any
Ll nature whatsoever incurred by the
assignor(s) with respect to the interest
i so assigned prior to the date of said
Lt assignment, and
r (i) all taxes of any nature whatsoever
H (except the said fifteen percent
(15%) of Net Sales Proceeds itself)
? of any taxing authorities whatsoever
L that are incurred by the assignor(s)
’ with the respect to said assignment.
. The aforesaid fifteen percent (15%)
of Net Sales Proceeds shall not apply
-t to any consideration received by the
. assignor(s) for said assignment
' where such consideration is in the
i nature of work and/or expenditures
] to be performed and/or paid by the
! assignee with ‘respect to the
b Petroleum  Operations under this
Agreement.
[ T
I
| ; 20.4 The CONTRACTOR shall, with the approval of the

MINISTRY have the right to freely mortgage, pledge
1 or otherwise encumber its interest under this
[ i Agreement for the purpose of obtaining financing for
the Petroleum Operations which mortgage, pledge or
7 other encumbrances shall be without prejudice to the
{ i MINISTRY's right under this Agreement.
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ARTICLE21 Sudall g Lstall 3alal
BREACH OF AGREEMENT AND POWER OF s Ay} Al g AN DAY
CANCELLATION

21.1 The GOVERNMENT has the rightto cancel this 3 swyi 3 s L s i Gl e gSall )Y

Agreement by a Republican Resolution with respect L adl i b .
to the CONTRACTOR, in the following instances: ds i - Aty > I

A sl
21.1.1If the CONTRACTOR has knowingly submitted
any false statements to the MINISTRY which D ?—J“ O Jgiall pa g1y 11-)-Y)
were of a material consideration for the »¥%— J—Syi—aymia e il iy
execution of this Agreement. olp ol p o 3L dle L gl il
| Ay
21.1.2 If the CONTRACTOR assigns any interest
hereunder contrary to the provisions of . 4 g‘ o J— Sl J 1y 1YY
Article 20 hereof. i gyl d @Yol s, i4al
O (Tr) sa—d L SaY 3l
A.\SLM‘}“ PRYY

21.1.3. If the CONTRACTOR is adjudicated
bankrupt by a court of competent
risdiction.

Juriscichon e o Sy U B el 13 5PN Y

21.1.4 If the CONTRACTOR does not comply with _. i AaSa
the final decision reached as the result of ,
arbitration proceedings conducted under -zl @Le—dl oA Jglaadl ey RINEI SRR
Article 23 hereunder. Al SaY Uiy o Lglaad gl oY dagi

. AEEY o (ge (" R

21.1.5 If the CONTRACTOR intentionally extracts
any mineral other - than Petroleum not . [l ee Jyidl o at 13 20y Yy
authorized by this Agreement without the , i_f 4y ‘i_M d"c* 1 .
authorisation of the GOVERNMENT, except i aSal ’,E 5 e d :{_@\m\
such extractions as may be unavoidableas . ; h‘u,—f ““ N *J_" o \ju - L

Al dal_adud cadad (iS4 o UTiuly

the result of Petroleum Operations conducted z i
hereunder in accordance with accepted <% el ol Al il leall

Petroleum Industry practices and which shall (o Ayl ‘L‘L-”JL‘j‘” 'T“J u&wuu
be notified to the MINISTRY or its 55l Jthd] Gus sl 4y il delicall
representative(s) as soon as possible. OSaa g &l 64 (Laien) LeBiae

21.1.6 If the CONTRACTOR commits any material o3¢ Lol YS_—af Jobadi L _al 1y ;%97
breach of this Agreement. Aoy

21.1.7 If the CONTRACTOR causes, byitsgross ., . ‘ PR AT ART
negligence or wilful misconduct, material or S o g o g datly S

substantial damage to any Oil and/or Gas ‘fb “ﬁﬁl j’%"‘{fa\r == ?"’3““‘:“
field or any relevant facilities. = Vol S g2 ‘\"'Lf’ Jia
Legy Aialdl
Such cancellation shall take place without
prejudice to any right which may have 3l oselalyledl 10 Sy
accrued to the GOVERNMENT againstthe < —3ia 8y <Gy dad
CONTRACTOR in accordance with the \ 88y Jo—8all J 84 o &all
provisions of this Agreement and, in the 3 ALY 53 — al <aY
event of such  cancellation, the | Y11 A 4 ll.-.. iy
CONTRACTOR shall have the right to sea iy of Jy—idll 3 s

remove from the Agreement Area all its 7 4. . N PR T
personal property. T LA
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21.2

L 22,1

22.2 "Force Majeure",

If the GOVERNMENT deems that one of the
aforesaid causes (other than a Force Majeure cause
referred to Article 22 hereof) exists to cancel this
Agreement, the GOVERNMENT shall give to the
CONTRACTOR ninety (90) Days' written notice
personally served onthe CONTRACTOR's General
Manager in a legally official manner and receipt of
which is acknowledged by him or by his legal agent,
to remedy and remove such cause; but if for any
reason such service is impossible due to unnotified
change of address, publication on the Official
Gazette of the GOVERNMENT of such notice shall
be considered as validly served upon the
CONTRACTOR. If at the end of the said ninety (90)
Days' notice period such cause has not been
remedied and removed, this Agreement may be
cancelled forthwith by a Republican Resolution, as
aforesaid.

ARTICLE 22
FORCE MAJEURE

The non-performance or delay in performance by the
MINISTRY or the CONTRACTOR of any
obligation under this Agreement other than the
obligation to pay any amounts due or giving notices
shall be excused if, and to the extent that, such non-
performance or delay is caused by Force Majeure.
The period of any such non-performance or delay,
together with such period as may be necessary for
the restoration of any damage done during such
delay shall be added to the time given in this
Agreement for the performance of: such obligation
and for the performance of any obligation dependent
thereon and consequently, to the term of this
Agreement, but only if the extension of the term of
this Agreement is relevant to the performance of
such obligation.

within the meaning of this
Agreement, shall be any order, regulation or
direction of the GOVERNMENT, or (with respect to
the CONTRACTOR) of the government of the
country in which any of the entities comprising the
CONTRACTOR  is  incorporated, = whether
promulgated in the form of law or otherwise, or any
act(s) of God, insurrection, riot, war, strike (or other
labor disturbances), fires, floods or any cause not
due to the fault or negligence of the Party invoking
Force Majeure, whether or not similar to the
foregoing, provided that any such cause is beyond
the reasonable control of the party invoking Force
Majeure.
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22,3  Without prejudice to the foregoing provisions
B and except as may be otherwise provided herein,
R neither the GOVERNMENT nor the MINISTRY
shall incur any responsibility whatsoever to the
CONTRACTOR for any damages, restrictions or
loss arising in consequence of such cause of
Force Majeure
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22.4 If the Force Majeure event occurs during either the
First Exploration Period or the Second Exploration
Period or any extension(s) thereof and continues in

effect for a period of six (6) Months, thereafter the
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CONTRACTOR shall have the option upon ninety
(90) Days' prior written notice to the MINISTRY to
terminate its obligations hereunder without further
liability of any kind except for those payments
accrued under this Agreement.

ARTICLE 23
DISPUTES AND ARBITRATION

In case a dispute arises under this Agreement
between the MINISTRY and the
CONTRACTOR with respect to interpretation,
application or its validity, the Parties to the
dispute shall use their good faith efforts to settle
their  differences by mutual agreement.
Otherwise, the said Parties shall submit their
dispute to arbitration as pr0v1ded in this Article
(23).

*23.2 Unless otherwise agreed by the Parties to the

dispute, the arbitration shall be held in Paris,
France, and conducted in the English language
in accordance with the Rules of Conciliation and
Arbitration of the International Chamber of
Commerce (the “Rules”). In the event of no
specific provisions being provided under the
Rules,
their own procedure.

23.3 The arbitration shall be initiated by either Party

to the dispute ("First Party") giving written
notice to the other Party to the dispute ("Second
Party") that it elects to refer the dispute to
arbitration and has appointed an arbitrator who
shall be identified in said notice. The Second
Party shall notify First Party in writing within
forty-five (45) Days identifying the arbitrator
that has been selected and appointed by such
Pe_my' N 7 7

the arbitration tribunal shall establish
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23.4 If the Second Party does not so appoint its
f I arbitrator, the First Party shall have the right to
it = apply to the Court of Arbitration of the
International Chamber of Commerce to appoint
a second arbitrator. The two (2) arbitrators shall,
within thirty (30) Days, select a third arbitrator
failing which the third arbitrator shall be
appointed by the Court of Arbitration of the
International Chamber of Commerce at the
request of either the First Party or the Second
Party.

e

.3 The third arbitrator shall not be a citizen of the
ROY or of a country in which any of the entities
comprising the CONTRACTOR is incorporated,
but shall be a citizen of a country which has
diplomatic relations with the aforesaid countries,
and shall not have any economic interest in the
oil business of the ROY or of any party to the
dispute.

123.6 The Parties hereto shall extend to the arbitration
tribunal all facilities (including access to the
Petroleum Operations) for obtaining any
information  required  for the proper
determination of the dispute. The absence or
default of any Party to the arbitration shall not
be permitted to prevent or hinder the arbitration
proceeding in any or all of its stages.

LL
[ *

E

L i

123.7 Pending the decision or award of the arbitration
g tribunal, the Petroleurmn Operations or activities
which have given rise to the arbitration need not
be discontinued. In the event the decision or
i award recognizes that the complaint was
justified, provisions may be made therein for
such reparation as may be appropriately made in
favor of the complainant.

[ ?

Li

[23.8 Judgment on the award rendered may be entered
| in any court having jurisdiction or application
may be made to such court for a judicial
acceptance of the award and an order of
enforcement, as the case may be.

et

LE23°9 The provisions of this Agreement relating to
arbitration shall continue in  force
notwithstanding the termination of this

| Agreement.
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23.10The Parties hereto base their relationship under
this Agreement on the principles of goodwill
and good faith. The interpretation and
application of the provisions of this Agreement
with respect to the arbitration shall be in
accordance with the Yemeni laws that are
outlined in Article 24 of this Agreement.

ARTICLE 24
GOVERNING LAW

This Agreement, its Annexes, and any modification, will
be governed and interpreted according to Yemeni laws,
except the laws which are inconsistent with this
Agreement.

* ARTICLE 25
STATUS OF PARTIES

25.1 The rights, duties, obligations and liabilities
with respect to the MINISTRY and the
CONTRACTOR, shall be several and not joint
or collective, it being . understood that this
Agreement shall not be construed as constituting
an association or corporation or partnership.

25.2 The entities comprising the CONTRACTOR
shall be subject to the laws of the place where
they are incorporated regarding their legal status
or creation, organization, charter and bylaws,
share holding and ownership.

25.3The CONTRACTOR companies' respective
shares of capital which are entirely held abroad
shall not be negotiable and shall not be offered
for public subscription in the ROY.

25.4 The entities comprising the CONTRACTOR
shall be jointly and severally liable for the
performance of the obligations of the
CONTRACTOR under this Agreement to the
MINISTRY.

25.5This Agreement shall constitute the authority
for the CONTRACTOR and the MINISTRY to
conduct all activities as are necessary to carry
out the Petroleum Operations as contemplated
by this Agreement.
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ARTICLE 26

r LOCAL CONTRACTORS AND LOCALLY

' . 26.1 The

26.1.1

CONTRACTOR,
subcontractors shall;

MANUFACTURED MATERIALS

its contractors and

Give priority to local contractors and

subcontractors including MOM's
Dependent Units as long as their
performance is comparable  to

international standards and quality, their
terms and conditions are competitive with
those of other contractors and
subcontractors tendering for work, and
the prices oftheir services are not higher
than the prices of such other contractors
and subcontractors by more than ten
percent (10%). The CONTRACTOR
shall, following consultation with the
MINISTRY, invite local contractors to
bid when it requests bids for any required
services.

26.1.2 Give preference to locally manufactured

materials, equipment machinery and
consumable so long as their quality,
quantity and time of delivery is
comparable to internationally available
materials, equipment, machinery and
consumables. However, such material,
equipment, machinery and consumables
may be imported for Petroleum
Operations conducted hereunder if the
local price of such items at the
CONTRACTOR's operating base in the
ROY is more than ten percent (10%)
higher than the price of such imported
items before Customs Duties, but after
transportation and insurance costs have
been added.

ARTICLE 27
GAS

27.1 The Associated Gas and Dry Gas produced

” from the Agreement Area are the property of
[ " the STATE. If the CONTRACTOR needs part

of the separated Associated Gas and/or Dry

[

Gas for the purpose of utilizing it in the
Petroleum Operations or for re-injection to

preserve the pressure of the reservoirs,
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the CONTRACTOR must submit to the
MINISTRY arequest for such utilisation
free of charge together with
documentation to support the request.
Approval of such request shall not be
unreasonably withheld

27.2 Associated Gas

(a)The

(b)Subject to Article 27.1,

(@)

(i)

CONTRACTOR  shall deliver the
Associated Gas to the STATE at the point
where it is separated from the Crude Oil.
Any costs with respect to such delivery to
the STATE, including but not limited to,
any increase in the CONTRACTOR’s costs
as aresult of such delivery, shall be paid by
the STATE to the CONTRACTOR. Any
Associated Gas that is not taken by the
STATE or that is not utilized in the
Petroleum Operations, as aforesaid may be
treated by the CONTRACTOR in
accordance with good Petroleum Industry
practices.

if the STATE
considers the possibility of entering into an
agreement with any party for the export
and sale of the Associated Gas and/or its
delivery to the MINISTRY for local
consumption (the “Gas Development
Agreement”), the MINISTRY and the
CONTRACTOR shall meet and discuss in
good faith for the purpose of reaching a
mutual agreement on the terms and
conditions of the Gas Development
Agreement. Any such Gas Development
Agreement shall be based on the following
principles:

The STATE’S share in the Gas
Development Agreement shall not be
less than sixty percent (60 %).

The CONTRACTOR shall initially bear
all costs and expenses related to the Gas
project including those related to the
construction and operation of the
facilities and shall be reimbursed from
the “Annual Gas Revenue” according to
the terms of the Gas Development

Agreement.
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(1) Unless otherwise agreed,

(iii) If the terms of the Gas Development

Agreement could not be agreed as
contemplated above within a six (6) Month
period from the first meeting devoted to
that purpose between the MINISTRY and
the CONTRACTOR, and unless such
period is extended by mutual agreement,
the MINISTRY shall have the right to
conduct negotiations with any third party
and to conclude an agreement on the Gas
project, provided that the operations under
such Agreement shall not interfere with the
Contractor’s Petroleum Operations in the
Agreement Area. In that contextandasa
third party, the CONTRACTOR may,
alone or together with any other party,
submit a new proposal to the MINISTRY
for the establishment of the Gas project.
Provided, however the MINISTRY shall be
completely free to select the best proposal
according to its own discretion without
assuming any liability whatsoever to the
CONTRACTOR or any other party, and
the CONTRACTOR shall be entitled only
to recover its exploration and appraisal
expenditures pursuant to Article 7 of this
Agreement.

27.3 Dry Gas
(@) The CONTRACTOR shall notify the

MINISTRY of any discovery of Dry Gason
any separate geological feature within the
Agreement Area. The CONTRACTOR and
the MINISTRY shall promptly meet for the
purpose of discussing whether there is a
basis for the CONTRACTOR and the
MINISTRY to mutually agree on the terms
and  conditions under which the
CONTRACTOR shall diligently undertake
in accordance with good Petroleum Industry
practices, the appraisal and development
thereof, if feasible and economical, of the
discovery (the “Project”). Provided this
Agreement is in effect, any “Gas Project
Agreement” relating to the Project shall be
based on the following principles:

: the appraisal
program shall be in stages taking into
account the market for such Dry Gas, the
prices to be received therefor, the markets
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then available, the fiscal conditions and
such other factors as may be reasonably
required to make such decision with the
first stage being preliminary feasibility
study and each subsequent stage being
dependent on the successful completion
of the previous one .

(i) All costs, expenses and expenditures of the
appraisal program shall be recoverable from
Oil as Exploration Expenditures, or in the
absence of a Crude Oil production, from the
“Annual Gas Revenue” in accordance with
the Gas Project Agreement.

(b) If the MINISTRY and the CONTRACTOR
fail to reach an agreement on the Gas
Project Agreement, within the six (6) Month
period from the first meeting devoted to that
purpose between the MINISTRY and the
CONTRACTOR, and unless such period is
extended by mutual agreement, the
MINISTRY shall have the right to develop
such Dry Gas discovery on its own orin
collaboration with any third party. In such
an event the CONTRACTOR shall
relinquish to the MINISTRY the area
covering said geological feature provided
the CONTRACTOR shall not be obliged to
relinquish any part of the Agreement Area
Corresponding to a Development Area(s) or
to the surface area of any geological feature
in which a Commercial Oil well has been
established. Such area shall be mutually
agreed upon between the MINISTRY and
the CONTRACTOR on the basis of good
Petroleum Industry practices.. Provided,
however, the CONTRACTOR shall not be
entitled to any compensation for that
relinquishment and shall be entitled only to
recover its expenditures related to the
exploration and appraisal program in
accordance with Article 7 of this
Agreement.

27.4 Financial Terms:
The Gas Project Agreement shall provide for
the financial terms and conditions as follows:

(i) All the sharing and the cost recovery shall
be effected on the basis of the annual
revenue of the Project.
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(11)L'here should be specified the following:

- Bonuses to the MINISTRY,

- Royalties which the STATE shall receive &l tdle Juant ¢f ang 3 e 43y

from the Project,
- Cost Recovery limit,
- Profit sharing provisions.

ARTICLE 28
CONFIDENTIALITY

28.1 General:

Except as specifically provided in this Agreement,
the CONTRACTOR, its contractors and their
subcontractors shall not at any time during the term
of this Agreement or for a period of four (4) Years
thereafter, use for their benefit or disclose to or use
for the benefit of any other person whatsoever,
including, but not limited to, any company, firm,
corporation,  institution or government any
information acquired during the Term of this
Agreement as a result of the Petroleum Operations
hereunder. For purposes of this Article 28,
information shall include, without limitation, data,
designs, methods, formulas, processes, reserves and
any other technical, financial or trade information.

28.2 Use or Disclosure by the CONTRACTOR

28.2.1 The CONTRACTOR may freely use
information for all purposes necessary to
meet its obligations under this Agreement.

28.2.2The CONTRACTOR  may  disclose
information to others (including to Affiliated
Companies):

(i) to the extent necessary to permit others to
perform any of the obligations under this
Agreement;

(i) in connection with the arranging of
financing or assignment; and

(iii) to the extent required by any applicable
law or regulation in accordance with good
Petroleum Industry practices, provided
that such disclosure will not cause any
damage or prejudice the MINISTRY's
rights under this Agreement.
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Provided, however, any disclosure under
Article 28.22 (i) or Article 28.2.2(ii),
above shall require the third party to
which the disclosure is made to agree in
writing  to maintain the same
confidentiality requirements applied to
the CONTRACTOR hereunder.

28.3 Approval of the MINISTRY

Any use or disclosure not specifically authorized
under Article 28.2 above, shall be subject to the
written authorization of the MINISTRY.

28.4 Exemption

This Article 28 shall not apply to any information
which the CONTRACTOR acquired or acquires
from any source other than from the performance of
this Agreement or from the MINISTRY or which is
considered to be in the public domain.

ARTICLE 29
ANCILLARY RIGHTS OF CONTRACTOR

29.1For the purpose of its Petroleum Operdtions under

this Agreement and subject to the laws and
regulations at the time in force and subject to the
approval of the GOVERNMENT, the
CONTRACTOR shall have the right to take free of
cost any stone, sand or other building materials from
land not privately occupied or owned and to drill for
and take any water which may be available and may
be required for Petroleum Operations, provided that
the inhabitants are not prevented from taking their
usual requirements of such materials and that the
water . supply of the local inhabitants and nomad
population is not endangered.

~ 29.2Radio, telephone and other communication facilities

maintained by the CONTRACTOR shall be for its
exclusive use for purposes of its activities under this
Agreement, shall be subject to all governmental
regulations and shall be available for reasonable or
emergency use by the GOVERNMENT free of
charge. Such facilities shall be so constructed and
operated as not to interfere with similar installations
which exist or with the permission of the
MINISTRY may be established in YEMEN for
public use or for the purposes of defense.

|| 203 The CONTRACTOR shall have the right to use

without payment and in a safe manner, existing roads
within YEMEN and shall permit free public use of
the roads constructed and maintained by it, except
such roads as the CONTRACTOR may with the -
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consent of the MINISTRY declare to be for its
exclusive private use.
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29.4The CONTRACTOR shall have the right to use
existing public harbor and airports in YEMEN upon
payment of the port and harbor dues or landing or
other fees generally applicable in accordance with
applicable regulations, provided that such use is not
so extensive to interfere with the right of the public
to use such harbors and airports.
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29 5 Subject to the approval of the appropriate
GOVERNMENT  authorities, the CONTRACTOR
shall have the use and occupation of surface rights
over the lands and buildings owned by the
GOVERNMENT in YEMEN which they may
reasonably require for Petroleum Operations under
this Agreement subject to an agreed upon rental
payment which shall not be less favorable than
available to any other international petroleum
company operating in the ROY. When land, surface
rights or buildings required by the CONTRACTOR
for the Petroleum Operations under this Agreement
are privately occupied or owned, their purchase,

Aag
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lease or clearance shall be effected ontermstobe i sa L —adily il il glaadl J—af
negotiated by the CONTRACTOR with the owner or (¢ yay d N a5 _Slad  gayisd

occupier but such terms shall not be substantially
more onerous to the CONTRACTOR than those
normally offered currently for similar transactions in
the locality concerned. The GOVERNMENT shall,
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A m}&ﬁimum,ydumajwdu

upon request by the CONTRACTOR assist in the
negotiations with the owner and occupier and shall
use the power of eminent domain when necessary
after the payment of reasonable compensatlon to the

owner in compelling cases.

29.6 The CONTRACTOR shall have the right to
incur and pay costs and expenses pertaining to
any emergency affecting safety to person or
property in the Petroleum Operations and such
costs and expenses shall be recoverable under this
Agreement provided that the MINISTRY shall be
notified of any such emergency as soon as
practicable.

29.7 The CONTRACTOR shall have the right to
incur and pay costs and expenses for any item of
an approved Work Program and Budget for an
amount 1n excess of the budget for such item and
such costs and expenses shall be cost recoverable
under this Agreement to the extent that they do
not exceed ten percent (10%) of the budget for
such item. The CONTRACTOR shall, with the
approval of the MINISTRY, have the right to
revise any approved Work Program and Budget.
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30.3Al1

ARTICLE 30
MISCELLANEQUS

30.1 The headings or titles to each of the Articles and

paragraphs of this Agreement are solely for the
convenience of the Parties hereto and shall not be
used with respect to the interpretation or construction
of the provisions of this Agreement.

30.2 Entire Agreement

This Agreement and the Annexes attached hereto
represent the entire agreement between the Parties
hereto with respect to the subject matter hereof,
superseding all other previous oral and written
communications, representations, and agreements
with respect thereto. This Agreement and its
Annexes may be modified only by all the Parties
hereto and ratified in accordance with constitutional
procedures in the ROY.

items of archeological value that the
CONTRACTOR encounters are the sole property of
the STATE. The CONTRACTOR should notify the
MINISTRY's representative(s) of such find as soon
as it encounters such items. The CONTRACTOR
must take all necessary precautions for the safety of
the find during the execution of the Petroleum
Operations. The CONTRACTOR shall abide by the
laws of YEMEN and lawful instructions in this
regard.

30.4‘Considering that the Parties hereto base their

relationship under this Agreement on good will and
good faith, the Parties hereto agree that in those
provisions of this Agreement where a Party hereto is
required to obtain the consent, approval,
determination, or agreement of the other Party
hereto, such consent, approval, determination or
agreement shall not be unreasonably withheld.

30.5The MINISTRY, on behalf of the Government, shall

CONTRACTOR’s Petroleum
conducted in accordance with this

coordinate  the
Operations
Agreement.
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ARTICLE 31
ASSIGNMENT AND AUTHORIZATION BY THE
MINISTRY

The MINISTRY reserves the right to assign part or the
whole of its rights and obligations in this Agreement to
any of its Dependent Units in the ROY during any period
when this Agreement is in effect, and reserves the right to
recover all of its rights and its obligations at any time it
desires to do so. The MINISTRY has the right to assign to
and/or to deputize more than one (1) Dependent Unit to
exercise its rights and perform its obligations under this
Agreement throughout all the stages of the execution of
this Agreement. Any such transfer of rights and
obligations shall not be binding on the CONTRACTOR
until the MINISTRY has delivered to the
CONTRACTOR the document effecting such transfer.

ARTICLE 32
THE OFFICIAL TEXT

This Agreement is written in the Arabic and English
Languages both of which shall have equal legal force and
effect,. provided, however, before GOVERNMENT
authorities in the ROY, the Arabic version shall be
referred to in interpreting this Agreement; and in any
arbitration proceedings under this Agreement the Arabic
and English versions shall be referred to in interpreting
this Agreement.

ARTICLE 33
GOVERNMENTAL APPROVAL

This Agreement, signed by the MINISTRY and
the CONTRACTOR, shall not be binding upon either of
the Parties hereto, until the issuance of the law approving
this Agreement according to the constitutional procedures
in the ROY and giving the provisions of this Agreement,
including the Annexes, full force and effect of law
notwithstanding any contradictory GOVERNMENT

enactment,
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ARTICLE34 S L5 Lagd 5oLl .
[} 3 .

THE SIGNATURES : (I P

Certifying the foregoing, the Parties hereby sign this i AU 23 oy . - al . g
Agreement on the date which appears in the Preamble g U 238 e Ua g8kl 69‘:9* o Lt m@:ﬁﬂ- ! -‘;:‘ i
of this Agreement.: ' tlgtadia 2 &

arClaadi g adll) B 1)y 9

MINISTRY OF OIL AND MINERALS

by P K5 heedl ; - Larasa
Signature: .......

Title: Agy /'3 b ’;‘Zm:/ and (Finerals

. a
Date: 2@ Yecemiber zondg
THE CONTRACTOR: : - st il
1-DNO : y

;SA DNO ASA, YEMEN [
By: ._&.:ﬁéf"ﬁ.{, ........ e P. 0. Box 16133 Sana’a
Signature: ..., : o .
Title: ... GFa¥E....cooiie i ROY E
Date: .......... Pov W/ AL S Tel. 446 591
2- %NSAN WIKFS (HADRAMAUT) LTD r
3 2SR .

Si.gnature: 4 E
I];l::: .................. ‘ ﬂéf ........ .éﬁ’.‘i‘f. Adnesr . . )
.......................................... T :l“"‘“g .

.---.Z?ii Y. : Abual| E
........................ e
- | | . : Lical
4- YEMEN GENERAL CORPORATION FOR AT 28 e
OIL & GAS K
2 3 Jadilt Lalall Lbagll Ll -
By&/\-—ﬁ ........................ S 3
Si.gnature: ................................
Title: Corempep eyt A0 A GEr % YOG .
Date: p & December2ody V

(YY) Mgl LA 14
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ARTICLE 34
THE SIGNATURES

~ Certifying the foregoing, the Parties hereby sign this
Agreement on the date which appears in the Preamble
of this Agreement.

MINISTRY OF OIL AND MINERALS

By o
Signature: ..........coviiiiiiiiniiiinn
Title: .............. e te et eenrererinnans
Date: ..o e

THE CONTRACTOR:
1-DNO ASA

By it
Signature: .......cooviiiiiiiiiii i
Title: oo
Date: ...oveviiiiiiiiii i

2- ANSAN WIKFS (HADRAMAUT) LTD

By e
Signature: ........ooviiiiiiiiiiiia,
Title: oo
Date: ..coiivin i

3- TG HOLDINGS YEMEN INC,

By
Signature: .......... v
Title: oo
Date: oo

4- THE YEMEN COMPANY

By
Signature: .........c.ccceviiiiiiiiininen
Title: .o
Date: ..o
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ANNEX “A”»

DESCRIPTION OF THE AGREEMENT AREA
AIl-AIN Area, Hadramout Governorate,
BLOCK 72)

REPUBLIC OF YEMEN

The Agreement Area measures approximately 1821
square kilometres and is defined by the corner points
numbered from “A” through B, C,D,E,F,G,H, and I,
closing at (A) connected by straight lines as shown in
Annex "B". The co-ordinates of such corner points are
given in the following table:

Al-AIN Area:

A E:48.2000

N:15.6184
B E: 48.4542
N:15.6184
C E: 48.4542
N:15.5000
D E: 48.6000
N:15.5000
. E E: 48.8222
N:15.3833
F E: 48.8223
N:15.1663
G E: 48.5292
N:15.1663
Y E: 48.5292
N:15.3833
I E: 48.2000
N:15.3833
And closing at (A)
E: 48.2000

N:15.6184
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| ANNEX “B”

(1 AN ILLUSTRATIVE MAP OF THE AGREEMENT
! AREA

¢+ Annex “B”is an illustrative Map of the Agreement Area,
j L “Al-ain, Hadramout Governorate, (BLOCK 72)
‘' REPUBLIC OF YEMEN”, which outlines the Area
covered by this Agreement and defined and bound by the
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ANNEX “C” (z) gald

i
I THE MINIMUM WORK OBLIGATION AND iy jlaall g Jaall JaY1 aadt el J3
MINIMUM EXPENDITURE OBLIGATION cilasiayl Ma e DA
r DURING THE EXPLORATION PERIOD
!
L. The First Exploration Period (Obligatory) . G mew A 4
. - : HLT ) (A8 LAY U 5o -
‘L 1.1 The First Exploration Period is Thirty (30) Months i . s e X
' starting on the Effective Date. e Ta8 el gl (Y0) 0508 (IS Galasiy! 4-‘*-)‘ Baa 1V-
[ . : ..:le“ @ Jta
11 1.2 The CONTRACTOR is obligated to conduct the
£ following minimum Exploration work duringthe a8 ol (s¥) GLASIAY) Ula o A JolEd o 3y Y-
| First Exploration Period: Ay G s dailassay) JlelG
2 (a) Reprocess available seismic data related to 3 gl 4_atidi 4 3 U cilasbeall Anlleasale) (1)
!’ ? . .
[ (b) Conduct, acquire, process and interpret a

minimum (150) kilometres of 2-D seismic =) {;‘“fﬂ J :_;_J:'“ ‘5"1 ‘b_“‘f] s —.'"?‘*ﬂ‘ (<)
[ lines, or an equivalent amount of 3-D seismic. «(2D) “L"';‘ ‘ 4"{"‘"" A1 o sladll (g (ol 22K
Al A Ll 1Y e gl (e Ldatay L

(c) Drill and evaluate Two (2) exploration wells

! with a minimum depth 200 metres in the (= CGhwers uALESIAI (V) Cuuis auiliy siay al ()
B Basement (Basement target is optional). Baclall jsdua) Baclill jgaia B jia (Yoo) o )i

(LS iny ial) CidgS
+ Minimum financial commitment for such Exploration
work: :

i JaeY e GAD J—\S"C.IL_J N

. (2) Reprocess available seismic data 3 ) 1l ALl

; and daliadl 4 315 e sledll Aadles B3l ()
- Conduct, acquire, process and interpret ' : 3

. a minimum (150) kilometres. U.S.$1,000,000 iy dallas g o J gl g oLl

s A 3150 daghall e oS (Y00)

i (b) Drill One (1) Exploration well U.S.$1,500,000 40 R (2D) Ay A

! () Drill one (1) Exploration well U.S.81.500,000 5 5y 6v0 oo sl e LI o adie

. Total U.S.$4,000,000 277" I LSl S s ot ()

r 1.3 The CONTRACTOR is obligated to spenda - Ban) 5 LI S oty iy ?fﬂ?‘ (@)

i minimum of  Four million United States Ha (¥ '):'3 ot anllland

Dollars  (U.S.$ 4,000,000) on Exploration 2492 1,0%*,**" Baclill ) giua i
- work during the First Exploration Period. B E LR = Jlayl
I p
2.The Second Exploration Period (Optional) G Y (v ve) Osaledny S Galas Jladl piiliz¥ay
7 2.1 The Second. Exploration Period is Thirty (30) ila 0 A o 2aS 4K 5 saatdl iy o <l jY o
| Months starting on the Day after the end ofthe ! LaLasiuy)

First Exploration Period, or any extension thereof
the CONTRACTOR has entered into, if the

! s Aobsa) ) AGEN dlasiaN) Ua e Y
§ KOI;I;FHI}QISTOR so elects pursuant to the amy a1yt (¥+) 05D AaEl CGLISiuYl a e 5ae 1) -Y
&t ’ ol 1y g agad gl o 1 calasaalt dla je il
I 22 The CONTRACTOR is obligated to conduct the Al 03] ks g J ) Jslid
L) following Exploration work during the Second o
Exploration Period: s A8 AELasia) el Al Jgaal a5l 1Y-Y

_ I Al Glasia! da e
L- \ t\ A X rrZ N




(a) Conduct, acquire, process and interpret a

r minimum  of (100) kilometres of 2D
i seismic lines, or an equivalent amount of
3-D seismic.

mn
(b)Drill and evaluate One (1) exploration well
t with a minimum depth of 200 meters in
1 the Basement (The basement target is
i lL optional)
- Minimum financial Commitment for such Exploration

1 work:

(a) Conduct, acquire, process and

! interpret 100 kilometres of

i 2D seismic lines. U.S.$1,000,000

! (b) Drill and evaluate One (1)

i exploration well U.S.$2,000,000

(Y

o

2.2 The CONTRACTOR is obligated to spend a
minimum of Three million United States
Dollars (U.S.$3,000,000) on Exploration work
during the second Exploration Period.

3. Excess work in any portion of the Exploration Period

(including extensions) may be carried forward to

satisfy the work in a subsequent portion of the
Exploration Period (including extensions).
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ANNEX “D”
FORM OF IRREVOCABLE LETTER
OF CREDIT

DATE:

MINISTRY OF OIL AND MINERALS
(Address) '

(Attention)

Re: OUR IRREVOCABLE LETTER OF CREDIT

Gentlemen:

By order of our client, (name of company) (hereinafter referred
to as the "CONTRACTOR") we hereby establish this
irrevocable Letter of Credit No.: in your
favour, according to which we hereby undertake and guarantee
to pay to you unconditionally the amount hereinafter referred to,
without any question and reference to the CONTRACTOR, in
the event that the CONTRACTOR has failed to fulfill its
technical or financial obligations (including the clean up of
work sites) under the Production Sharing Agreement for ---------
Area, ~---------- Governorate (Block ------- ), Republic of Yemen
(the “PSA”) entered into between the Ministry of Oil and
Minerals (the “MINISTRY”) of the first part, and DNO,
ANSAN WIKFS, TG and the Yemen Company of the other
part , effective as of (date) and its Annex "C" (hereto attached),
which specifies the Minimum Work Obligation and Minimum
Expenditure Obligation during the Exploration Period.

The amount guaranteed hereunder is --—---- million
United States Dollars (U.S.$-~----—) for the
CONTRACTOR's commitments during the First
Exploration Period.

1._Payments under the Letter of Credit
Payments under this Letter of Credit are available to
you against presentation of a request by you for
payment in the form of Exhibit [ hereto, and a copy of
the notice given to the CONTRACTOR notifying it
that the Minimum Work Obligation has not been
performed.

2. Reduction of the Letter of Credit Amount
The total amount available hereunder shall be reduced
automatically by the amount stated in a signed notice
from the MINISTRY in the form of Exhibit IT hereto,
or as otherwise prescribed in Article 2.1.4 (c) of the
PSA. '

3. Validity of this Letter of Credit

This irrevocable Letter of Credit is and continues to be
valid as from the Effective Date of the PSA and until
the earlier of:
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(a) Six . (6) Months after the end of the First
Exploration Period or any extension thereto or (6)
Months after the termination of the PSA; or

(b) The total reductions or payments for the total
amount of this Letter of Credit (after reductions
as referred to above) for the relevant Exploration
Period.

4. Extension of Letter of Credit

The term of this Letter of Credit shall be automatically
extended for a period equivalent to any extension
period granted by the MINISTRY to the
CONTRACTOR under the PSA or any extension as a
result of Force Majeure under the PSA after the
issuing bank has received instructions to that effect
from the MINISTRY.

The defined terms in this Letter of Credit (including
Exhibits I, II and IIT as well as Appendix I to Exhibit
IIT) shall have the same meanings as specified in the
PSA.

5. Suspension:
During  the Force Majeure the Letter of Credit shall be

suspended and continue in force thereafter during such
period of Force Majeure.

If the Force Majeure event continues for a period of
six (6) Months, and the CONTRACTOR terminates its
obligations in accordance with the Production Sharing
Agreement this Letter of Credit shall automatically be
cancelled according to its terms.

We hereby guarantee the payment of all amounts not
having been reduced in accordance with the above
within ten (10) Days of receipt by us of your written
notice, without further juridical procedures.

(Name of Issuing Bank)

By:
Signature:

Title:
Date :
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EXHIBIT 1

NOTICE FOR PAYMENT UNDER IRREVOCABLE
LETTER OF CREDIT NO.: ..occvcevereeennns
DATE:

[NAME AND ADDRESS OF ISSUING BANK)
Re: Irrevocable Letter of Credit No.:

Gentlemen:

Please be advised that we hereby request payment under

the above referenced Letter of Credit and that:

l. (Name of Company) (the “CONTRACTOR?”) has not
completed its obligations under the Production Sharing
Agreement for Area, Governorate
(Block-----), Republic of Yemen (the “PSA”),
effective as of (date) entered into between the
Ministry of Oil and Minerals ("the MINISTRY") of
the first part, DNO, ANSAN WIKFS, TG and the
Yemen Company of the other part, with respect to the
Minimum Work Obligation or the clean up of work
sites in relinquished areas according to good
Petroleum Industry practices for the current
Exploration Period of the PSA within the period
specified therein and we are entitled to request:
payment under the Letter of Credit.

2. We certify that in respect of the obligations not
performed, the notice of payment made under the
Letter of Credit is the sum agreed between us and the
CONTRACTOR in the PSA as corresponding to the
costs of such work as provided in the Minimum Work
Obligation and Minimum Expenditure Obligation
under the PSA for the relevant Exploration Period.

3. The MINISTRY has notified the CONTRACTOR at
least fourteen (14) Days before the date hereof of the
work that has not been performed and the
CONTRACTOR has subsequently not performed such
work. A copy of the written notice to the
CONTRACTOR is attached hereto.

4. This notice for payment is in the amount of
....................... United States Dollars
USS....ccoeenl. ). Please transfer these funds to our
Account NO.......covvvvnenenn |1 RO Bank

within ten (10) Days of receiving this notice.

MINISTRY OF OIL & MINERALS,
By:
Signature:
Title:
Copy to the CONTRACTOR
(Address)
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EXHIBIT I

NOTICE OF REDUCTION OF IRREVOCABLE
LETTER OF CREDIT NO.: ............ veernne

DATE:
(Name and address of Bank issuing Irrevocable Letter
of Credit)

Re: Irrevocable Letter of Credit

This is to notify you that in accordance with the
Production Sharing Agreement entered into between the
Ministry of Oil and Minerals (the “MINISTRY”) of the
first part, and DNO, ANSAN WIKFS, TG and the Yemen
Company on the other part, for ----------- Area, -------------
- Governorate (Block------- ), Republic of Yemen (the
“PSA”), effective as of (date), the undersigned have
signed this notice on the date hereof to reflect the
completion by (name of company) (the
“CONTRACTOR”) of the work corresponding to the
amount stated below. You are hereby authorized and
instructed to reduce the amount of the Letter of Credit by
the amount of ........................ United States Dollars
(US.$

of this reduction.

MINISTRY OF OIL & MINERALS
By:

Signature:

Title:

«

(V) 5ot
s DU B il eyl qlsd e addnlly a
| B
I 1 i)

(FUDU Gl slaie Gidad jaual oM il o gie pt
)t A i AN eV Gl ; g

Ll 50 59 o L i1 3 A sLiall A,ilany Gy oS ek -
oSy gl s o L0l g3 J s (5,155 polae
Alailan ¢(rmemenn) Aikskal 3 il dgiad) 3,805 on (s
s3I (Afliayl) A yiel Ay y gganlly (=) a8 LS (cmmmme
Dlesl 138 o ad glly 218 a8 olif a8l of (Fa ) e T
o) J O aiall Janlt o el Lin ) pS0al asy 5
s st aSH oliaf aaadl atall we 341 4 (Jsal) (3S
iy eV Qlbd b pa il Oy alay 138 Gas
saaiall g o < Y gd e 1Y 50
slidf Lo gl Jlee™ Gagiddll e ol Jladlyy 455
S N &

Gdlaall g kil 5

2..@“
T Adug

© &l
2 [ [ @t




“I
|

[e—

[—

r ]
|

,.
o

L)

—

. part, dated

EXHIBIT 11

FORM OF IRREVOCABLE LETTER OF CREDIT

DATE:

MINISTRY OF OIL AND MINERALS, REPUBLIC
OF YEMEN

(Address)

(Attention)

Re: OUR IRREVOCABLE LETTER OF CREDIT
NO: .veinnnnns crenes

Gentlemen:

By order of our client, (name of company) (hereinafter
referred to as the “CONTRACTOR?”), we hereby establish
this irrevocable Letter of Credit No.: ............ in your
favour, according to which we hereby undertake and
guarantee to pay to you unconditionally without any -
question the amount of
(USS$ --emeemme ) (the “Guaranteed Amount” to cover as
the signature bonus) as required under the Production
Sharing  Agreement for . Area,
Governorate (Block ----- ), Republic of Yemen (the
“PSA”) entered into between the Ministry of Oil and

* Minerals (the “MINISTRY™) of the first part, and DNO,

ANSAN WIKFS, TG and the Yemen Company of the other
.................. 2004 under the terms and
conditions stipulated below:

1.Validity
This Letter of Credit shall be effective from 08.00 a.m.

(date) and expires on earlier of the following:

i. immediately upon payment of the signature
bonus by the CONTRACTOR as required
under the PSA; or

immediately upon payment by the Bank to the
MINISTRY under this Letter of Credit; or

ii.

on the thirtieth (30") calendar day from the
date of issuance of the law approving the PSA;
or

iii.

iv. (date) (being six (6) months from the effective
date of this Letter of Credit).

All claims must be submitted to the Bank before 5.00 p.m.
on the appropriate expiry date mentioned herein failing
which this Letter of Credit shall become null and void.

United States Dollars 93 (
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2. Payment Instruction

Payment under this Letter of Credit is available to you
against a written request from the MINISTRY for
payment in the form attached hereto as Appendix I stating
that the CONTRACTOR has failed to pay the signature
bonus as required under the PSA on the Effective Date.

3. Return to the Bank

On the relative expiry date pursuant to paragraph 1 above
or upon receipt of a claim for full payment under this
Letter of Credit or upon early payment and termination of
the Letter of Credit, the original of this Letter of Credit
must be returned immediately to the Bank.

4. Renewal of Irrevocable Letter of Credit

The validity of this Letter of Credit shall be extended
upon a written request from the MINISTRY to the Bank
provided that the CONTRACTOR has consented to such
request from the MINISTRY.

(Name of Issuing Bank)
By: coeiriiiiiiiiiiiiiiiiiniien

Signature: ......cooevevinenncenenen
Title: veuverveniiniieinnnennnnnnns
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Appendix (1)

NOTICE OF DRAWING THE LETTER OF CREDIT

DATE:

To: (Name of Issuing Bank)

From:THE MINISTRY OF OIL AND MINERALS
Re:Irrevocable Letter Of Credit No: ..........

We, the Ministry of Oil and Minerals (the “MINISTRY”)
certify that (name of company) (the “CONTRACTOR”)
has failed to pay the signature bonus of

(1) & Galal

( )#JJMQY‘QM%MJ‘J-

(4 Jua @3 &) ;
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uL_: (”J‘JJ—'“) u.\l_.udbu| b_)b_,.)&___
i (d ,1__.ux|) (Sl o

C 04\ ac Jd

United States Dollars (U.S.$ (the
“Guaranteed Amount”) within ..) Days
from the date of issuance of the law approving the

Production Sharing Agreement for Area,
Governorate (Block--), Republic of Yemen (the “PSA”)
entered into between the MINISTRY of the first part, and
DNO ANSAN WIKFS, TG and the Yemen Company of the
other part, effective as of (date), as required under the
PSA.

We hereby claim under your Irrevocable Letter of Credit
No: . ......... for the Guaranteed Amount payable to the
MINISTRY.

Please transfer the Guaranteed Amount to our Account
No.: ... Mmoo Bank within ten (10) Days
of receiving this notice.

MINISTRY OF OIL AND MINERALS
BYy: ciiiiiiiiiiiininien '
Signature: ......cccovivennienincens

Title: vovvvervrennennens

Copy to the CONTRACTOR
(Address)
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ANNEX “E”

FORM OF CHARTER OF THE OPERATING
COMMITTEE

ARTICLE 1
OPERATIONS AND DEVELOPMENT PERIOD

All provisions of this Charter shall be subject to

provisions of Article 6 of the Agreement.

2.1:

2.2:

2.3:

2.4:

2.5:

2.6:

ARTICLE 2
OPERATING COMMITTEE

Operating Committee meetings shall be held at any
time at the request of either the MINISTRY or the
CONTRACTOR, upon at least thirty (30) Days
notice in writing to the other Party, but in any event
shall be held at least once per Calendar Quarter.

Any notice for any meeting shall include the date,
time and location of such meeting, along with a list
of the items to be discussed. The Vice Chairman
shall be responsible for preparing the final agenda
for any meeting, which shall include all matters
proposed to be discussed by the Chairman and the
Vice Chairman. Agendas shall be provided to the
Parties at least seven (7) Days prior to the meeting.

A quorum shall be deemed to exist if each Party has
one representative present.

All Operating Committee meetings shall be held in
Sana’a, the ROY or at such location as the Chairman
and the Vice Chairman may otherwise agree upon.

All resolutions of the Operating Committee must be
approved unanimously. If matters arise which cannot
be unanimously agreed the Chairman and Vice
Chairman shall meet, in an attempt to reach such
agreement.  Failing such  agreement, the
CONTRACTOR shall consult directly with the
MINISTRY to resolve any outstanding matter.

As soon as possible, butin any event not later than
forty-five (45) Days, after each Operating Committee
meeting, the Vice Chairman shall submit to the
Parties draft minutes of the meeting summarizing the
results of such meeting. Unless approved earlier by
the Parties, the minutes shall be presented at the next
meeting of the Operating Committee for
consideration and approval. Such approval shall be
evidenced by the signature of the Chairman and the
Vice Chairman. Thereafter, the minutes shall
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3.2:

3.3:

3.4:

\

_constitute

conclusive evidence of resolutions
adopted at such meeting.

ARTICLE 3
OPERATING SUBCOMMITTEES

Each Subcommittee shall consist of four (4)
representatives, two (2) representatives appointed by
the MINISTRY and two (2) representatives
appointed by the CONTRACTOR. Each
subcommittee shall receive information from the
Operator, and shall make all necessary reports and
proposals requested by the Operating Committee.

Subcommittee meetings shall be held at any time at
the request of either the MINISTRY or the
CONTRACTOR, upon at least ten (10) Days notice
in writing to the other Party, but in any event shall be
held at least once per Calendar Quarter. Any notice
for a meeting shall include the date, time and
location of such meeting, along with a list of the
items to be discussed. The CONTRACTOR’s
representative shall prepare all agendas and minutes
of Operating Subcommittee meetings. A quorum
shall be deemed to exist if each Party has one (1)
representative present. All Subcommittee meetings
shall be held Sana’a in the ROY or at such other
location as the representatives agree upon. Any
recommendations or proposals  of  the
Subcommittees, whether unanimous or not, shall be
duly recorded in an appropriate report and
communicated to the Operating Committee by the
CONTRACTOR s representative.

The Work Program and Budget Subcommittee shall
liaise with the Operator and report to the Operating
Committee with respect to the following :

3.3.1: preparation and implementation of Annual

Work Program and Budget for :

e Exploration, and

» Development and production operations
3.3.2: preparation of current Work Program outlook;
3.3.3: Crude Oil marketing and entitlements; and

3.3.4: The form of Statements of Expenditure and
statements of Liquid Crude Oil production.

The Technical/Operations Subcommittee shall liaise
with the Operator and reports to the Operating
Committee with respect to the following:
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3.4.1: technical aspects of the Development Work
- Progrtam  for development, production,
E maintenance and other  production
development activities concerning:

—_————

¢ geological and geophysical programs;

»\._“_‘
———

e drilling locations; and

-
e

¢ major facilities projects,

3.4.2: field and marine operating activities.

3.5:- The Contracting and Procurement Subcommittee
shall liaise with the Operator and report to the
Operating Committee with respect to the following :

-
i

‘ : 3.5.1: Implementation of pre-qualification process,
when appropriate;
[ ] 3.5.2: review of bid lists;
{‘ 3.5.3: preparation of bid solicitations;
? 3.5.4: review of bid evaluations and. recommended

awards.

-y 3.6: The Yemenization and Training Subcommittee shall
liaise with the Operator and report to the Operating
Committee with respect to the following :

[ ¥ 3.6.1: review of the CONTRACTOR’s organization
charts;

3.6.2: training and Yemenization plans presented by
the Operator; and

3.6.3: recommendations for Project Team
. Secondees, as set forth in Article 5 of this
Annex “E”; and

3.6.4: in connection with annual Work Program and

T Budget, review and recommend training for
B Yemeni employees and a schedule (which
schedule or schedules shall be consistent with .
Y international Petroleum Industry practices) for
’L training of specialized Yemeni personnel to
- replace expatriates.
[ : ARTICLE 4
; EXPENSES

Reasonable out of pocket costs and expenses of Operating
y Committee representatives and  Subcommittee
U_ representatives, incurred traveling to and from meetings

outside Sana’a, the ROY shall be reimbursed by the

CONTRACTOR according to the same policy the
'CONTRACTOR applies to its own employees. Project
4Team Secondees shall have all reasonable out of pocket
costs and expenses reimbursed by the CONTRACTOR
LJaccording to the sarqe policy the CONTRACTOR applies
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. 5.1  “Production Schedule”, Work Program and

to its own employees. Such costs and expenses shall be il gall (o J Lol gl AW Abpall (il Uigha (J 4lie

cost recoverable. Lo i ALE 4 4S5 o g Cild g puanall g calBiill ey Al cpads
ARTICLE 5 Aawda 3
PROJECT TEAM SECONDEES £ oudiall (asd M &g el

The Yemenization and Training Subcommittee shall el Lia) Y L ilua g cu il g Aol 4o Hall daall LB

recommend to the Operating Committee, for its approval, G O B OS Y Jlaall 3 el adhge ol Lot
a MINISTRY employee for secondment to each of the O gl dadell 2 gy
following Project Teams of the CONTRACTOR: )

élgi‘_}yl‘_, Jandl GAUJ.'U Cll\¥| ft.b.\,; )¢
Budget; ¢cilalaadl g Auiall -Y-c
5.2 Technical/Operations; _

53 Contracting and Procurement; and 5 ey ) gill g culafladl) (¥uc

5.4  Yemenization and Training oyl Aiadl - foc
aeoull g duigll -

The Yemenization and Training Subcommittee shall

[1 review the performance of any such secondees and shall “:—‘—%Jfﬁb 4 Ball e il 4 il ?333‘—'*
|| have the right to recommend to CONTRACTOR a3l el pagi of edy astaall il sl ol daal ja
disciplinary actions, including dismissal, if appropriate. ol A Y pelleet ol oy 8 Ly cdpadai el s
ARTICLE 6 Aol 3akad)
CONFIDENTIALITY Ly

It is understood and agreed that each of the Operating i—ial —fea J Sl 4o 3 didly pse—iall
Committee representatives, Subcommittee representatives (y =l gd e 8l Jia 3l L ST da 00
and MINISTRY Project Team Secondees shall treatall jghil sy oy g 5 )—diall 3l s )l 55— S s

information obtained through the performance of their [, __ ol a— —ll agleall i___dK e

duties in strict confidence and shall not disclose same to 3, ) ag—lsal g s \ 1
any person, whether verbally or in writing, withoutthe =~ . 5 sy ‘-44‘ 4 5L 1 & g 1 e
other Party’s consent. All such representatives (of the 5 "1y 4 % o . ‘J;\ PR ‘
CONTRACTOR’s and the MINISTRY’s) and secondees > PP = A

. L1 . )3 Fioall & AdJd < 4 13 PP L
shall be required to execute a confidentiality undertaking < ‘ o S W 1 : LI S 3
* to the foregoing effect. Any breach of the aforesaid Y53 =09 el s (5105 5 ds——d)

» confidentiality obligations shall result, inter alia, in the Al i o p Bl p i Ll

removal of said representative or secondees, if mutually &2 ——sll Gl L P af f 5 L2l d W

| agreed by the MINISTRY and the CONTRACTOR. St g Al ysd G o iy iy A
b e JaBall g8 sl s 1Y Gleadl o el @l
ARTICLE 7
FINAL AGREEMENT
- oLl 53l
This charter is the final, complete and sole _glgdy 43ty
agreement between the MINISTRY  and the
CONTRACTOR  with respect to the formationand dul— S tile Al Ll 13 Ao Ty

regulation of the Operating Committee and the t ——ad Jl—3aly5 50— o wa gl 38V
Operating  Subcommittees, provided that the Ju— a4 iad RSP IS Ty S P T

Operating Committee may approve more detailed 3— agd 3 ol e ¥l Ju 3l 2l
procedures for the Operating Subcommittees, as o 3 — o G— 8 o mid 50
deemed necessary, in order to fulfil their Jw— &l o aBd ___laail ey, AW
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ANNEX “F”
ACCOUNTING PROCEDURES

Definitions

The definitions contained in Article | of the Agreement
shall apply to this Accounting Procedures and have the
same meanings.

1.1 Purpose of the Accounting Procedures

1.1.1 The purpose of this Accounting Procedures is
to establish methods and rules of accounting
for the Petroleum Operations under this
Agreement.

1.1.2 Any procedures established hereto may be
modified by mutual agreement of both Parties
hereto subject to future arrangement.

1.1.3 No charge shall be made or accounted for the
Petroleum Operations unless it is related to
the Petroleum Operations covered by the
Agreement.

1.2__Statement of Expenditures

1.2.1 The CONTRACTOR shall, pursuant to
Article 13 of the Agreement, which this
Annex is made a part of, render to the
MINISTRY within thirty (30) Days after the
end of each Calendar Quarter a Statement of
Expenditures reflecting all charges or credits
related to the Petroleum Operations for the
period, summarized by  appropriate
classifications indicative of the nature thereof
together with the summary of such
information on a cumulative basis from the
Effective Date as well as Year-to-date.

1.2.2 The CONTRACTOR shall render to the
MINISTRY within thirty (30) Days after the
end of each Quarter a Statement of
Expenditures reflecting all charges and credits
related to the Development and Exploration
operations for that Quarter summarized by
appropriate classifications indicative of the
nature thereof except those items of
controllable material and unusual charges and
credits shall be detailed.

123 The statement of estimated expenditures
shall be sent to the CONTRACTOR
according to approved Work Program and
Budget, at least thirty (30) Days prior to the
beginning of each Quarter, and a copy of
such statement will be transmitted to the
MINISTRY. The estimated expenditures
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12.4 In

1.2.5

1.2.6

10 be made meach Month of the Quarter
are the estimated cash outlay for such Month,
including any payment for liability incurred
during previous Months. The estimate for the
first such Month shall, at the Operator's
option, constitute a request for advance. The
estimates for the second and third succeeding
Months shall be tentative only and may be
revised in the subsequent submittal. The
aforesaid  statement shall indicate the
currencies in which sums are needed for the
Petroleum Operations.

case  funds provided by the
CONTRACTOR for the given Month are not
sufficient to cover the cash requirements
(within the limits of the approved budget or
authorized overrun), the Operator shall
transmit to the CONTRACTOR with a copy
to the MINISTRY supplementary statements
showing such additional amounts to be
advanced, and the date the funds are required.

The Operator shall keep records of funds
advanced and expended in all currencies and
submit a statement to each Party hereto
showing such advances and expenditures.

Within thirty (30) Days after the end of each
Calendar Quarter, the Operator shall submit to
each Party hereto a statement of the charges
and credits (including any payment for
liabilities incurred during previous Calendar
Quarter) for  Exploration,  appraisal,

- Development and other Petroleum Operations.

Such statements shall be in Yemeni currency
and United States Dollars.

Records

1.3.1;The

Operator on  behalf of the
CONTRACTOR, shall open and maintain in
the ROY original and supporting documents
for all the accounts and records, unless the
MINISTRY agrees otherwise, to record in
sufficient detail and in separate accounts the
transactions relating to Exploration operations,
appraisal and Development operations and
other Petroleum Operations, in accordance
with generally accepted and recognized
accounting principles consisted with modern
Petroleum Industry practices all in accordance
with and subject to the provisions of the
Agreement.
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1.4

1.5

1.3.2: The Operator shall maintain appropriate cost

control records as required to meet
requirements and obligations under the
Agreement.

Adjustments and Audits

Each Statement of Expenditures for any Quarter shall
conclusively be presumed to be true and correct
according to paragraph 1.2 of this Annex “F”,
twenty-four (24) Months following its submission to
the MINISTRY, unless within the said twenty four
(24) Month period, the MINISTRY takes written
exception thereto. During the said twenty four (24)
Month period, the MINISTRY shall have the right to
audit the Operator’s or the CONTRACTOR's
accounts, records and supporting documents for such
Quarter during regular business hours upon
reasonable notice in YEMEN and, if necessary,
abroad. In addition, the MINISTRY may require the
CONTRACTOR to engage an international
independent auditing firm selected by the
CONTRACTOR and the MINISTRY to verify, in
accordance with generally accepted international
auditing  standards, the charges for the
CONTRACTOR’s Affiliated Companies, such as
charges for expatriate employees under paragraph
2.2.1 of this Annex “F”, insofar as such charges are
included in recoverable costs. The MINISTRY shall,
in connection with its audit, specify in writing the
charge or charges to be verified. Such specification
shall constitute a written exception, as provided
above, pending verification. The cost of the
independent auditors shall  be paid by the
CONTRACTOR as a recoverable cost.

Currency Exchange

The Operator’s and the CONTRACTOR's books for
Petroleum Operations shall be kept in United States
Dollars and in the English language. All United
States Dollar expenditures shall be charged in the
amount expended. All Yemeni currency expenditures
shall be translated into United States Dollars at the
official buying rate of exchange quoted by the
Central Bank of Yemen on the fifteenth (15th) day of
the Month in which the relevant expenditure is paid.
All other non-United States Dollar expenditures shall
be translated into United States Dollars at the rate for
buying United States Dollars with such currency as
quoted by Citibank London, England at 10:30 a.m.,
London time, on the fifteenth (15th) day of the
Month in which the relevant expenditure is paid, and
if this is not a banking day in London, on the next
succeeding banking day. A record shall be kept of
the exchange rates used in translating Yemeni
currency or other non-United States Dollar
expenditures to United States Dollars.

\ i\

Ol LG U sl Ja il e cragh  pYaYa
i) i o 5l Lo oo AAlSEN 45 ) Al

LAY aTiay cald Y g cldlaidly

rcilaal pall g ey ot

(Y-V) s — sl L siy il St Bl 5
O |8 (Y£) Cp—die g by f 0oy
CHON SRS LT/ PN | PR P, S—
CENTYY, [} ' S g, SIS PRI P _—
\_.n&;l_)'.bl cSJ_,_S'JA.‘HH(\‘i)QU___ﬁGJ
e g Aa W15 8 LA B ) 5D Gay LS
a3 O 3y SAall | i (Y9)
cati el 13 €y JylBl o Jasidl oy
Qb\_md)\_aa.a_wb_ud_ﬁu_ctg—"ﬁd_)_"d‘
S A iy Ll Ly e S K1Y LA
O Gl (5 848 55 apdaions L1 e 3 Nle Jsdae
Al Ji e e clilia (3-80a oyl LSl
sl L aal padl Y LSl aal yaly
A adl & %

b ARl g,_,JJ
s (V-Y-Y) i i) il gl
b —adiod s oSl () G—aldl i a
i A TEl (el <l oy am s WAy 8
g S 1 RSOV Y ERY 5 5 [ PN (N, S
Caeaill dld aad 5 of Guag A Gy lad) cdal by
o j-fie Dol punge ob LS LyliS plliad JS i
o e Oalfuall (el el A4S () 4 Goial) (3les
Al il A48 A8 et g Jglell J8 (e i

el N
0 c—

Sl g

s A tal) Jisal
el lleally Lealall il Jadiall g J sliall dloay
sl Gy jladl aen sy o Supadl Y sl
Yl o Al sl JS 2 eyl dalllys S5 5aY!
JS Db Ll o () all Uigla L m s (oS543
Nl Y lediad oty Lial Aleally o 2 il
P PNV US| I SUORS CPRRT I R PRSP |
e (udall ?3'-"'“ ‘;A ",_'Mg.]l Lj\)ﬁ)&“ Syl Lasasy
wdjﬂj.ﬂml élhgéuuéagﬂt )4..3'.]\ L')A(\O)
laall Y e Y ol e Aleny o A il
il A’ég‘)a\ﬂ DY sall el il Jama ubid e 455 5aY!
Aoladl (i1 da) ol ety v Liley LS cdlenl)
— 8 6y i aill g5y 3lall
K G (10) 5o aal Al ay M
3l agall @lId LS 1Y 5 il o2 4gd Canda s
bty L ol (B iadll jrad) yoiagd (ol Rpen
Jasad (4 el Jsaill jlawd e Jausy BoliaYl
oe abiad Ao oL o Gy ome 1Y Ajial dlea)

(DY) S 5 ddaall

C\ 3



Al Eua e BN a3 N
b A eLSaT G Al 3‘ u'aj.ﬂg‘ .\‘,A.JUAQJ
=) (§ 35— Al aLSa‘ O Apaladll el yaYl
Lﬁm‘!l (U gl u}..% cﬁ\@tﬁyﬂa&a@dﬁﬂ
L2 danyg guad A (o0

il e Baildy cibibsl) Jpeat pis 1Y

1.6 Precedence of Documents
In the event of any inconsistency or conflict between
the provisions of this Accounting Procedures and the
provisions of the main body of the Agreement
treating the same subject differently, then the
provisions of the main body of the Agreement shall
prevail.

!
[

PO

[

P——
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No Charge for Interest on Investment

Interest on investment or any bank fees, charges or
commissions related to any bank guarantees
(including Letters of Credits) to finance the
Petroleum Operations shall not, at any time, be
charged as recoverable costs under the Agreement.

1.7

ARTICLE 2
COSTS, EXPENSES AND EXPENDITURES

The CONTRACTOR shall alone bear and pay directly
during the Exploration Period and after the Commercial
Discovery of Oil, the costs and expenses, which costs and
expenses shall be classified and be allocated to the
activities according to generally accepted accounting
principles and treated and recovered in accordance with
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Article 7.1 of the Agreement.
' : gl g 2.

2.1Surface Rights . i 3l 3 Slaall g.iu.“_iﬁ:
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2.2Labor and Related Costs oy e v v e ®

[T 2.2.1 Salaries and wages, in accordance with i gy Alatal) il g Aaal) :¥-

| Petroleum Industry standards, which are A—sbiall juladlih ¢ e a¥lgcigd 11-Yay
approved by the MINISTRY as well as any <\gasd gl 53 ) )53 (e Badinall <A ghaii
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other customary allowances applicable to Gald 3] Uitk sl ol (paniid
[ salaries and wages of expatriate employees ' (9
! chargeable under this Annex “F”.
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H 2.2.3 Cost of expenditures or contributions made
. pursuant to law or assessments imposed by

GOVERNMENT authority which are applicable
[ to labor cost of salaries and wages as provided

I
L
i under this Annex “F”,
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2.3Emplovee Benefits
The MINISTRY s approved costs of established plans

which include customary benefits in accordance with
Petroleum Industry standards for employees such as
group life assurance, hospitalisation, pension,
retirement, thrift and other benefits of a like nature
which are applicable to labor cost of salaries and
wages of expatriate employees, and for Yemeni
employees, all as chargeable under this Annex “F”.
Severance pay will be charged at a fixed rate applied
to payrolls which will equal an amount equivalent to
the actual liability for severance as required under

Yemeni labor law and the CONTRACTOR's
established policies. '

2.4Materials :
Materials, equipment and supplies purchased or

furnished as such by the CONTRACTOR.

2.4.1Purchases
Materials, equipment and supplies purchased shall be
charged at the price paid by the CONTRACTOR after
deduction of all discounts actually received. Such

purchases shall be concluded through the
CONTRACTOR's customary bid procedures in
agreement with the MINISTRY.

2.4.2Materials Furnished by CONTRACTOR
Materials required for Petroleum Operations shall be
purchased directly whenever practicable, except that
the CONTRACTOR may, after the MINISTRY's
approval, furnish such material from the
CONTRACTOR's Affiliated Companies' stocks
outside YEMEN under the following conditions:

2.4.3New Material ( Condition "A") _

- New  material  transferred from the
CONTRACTOR's or its Affiliated Companies'
warehouse(s) or other properties shall be priced at
cost, provided that the cost of material supplied is no
higher than international prices for material of
similar quality supplied on similar terms prevailing
at the time such material was supplied.

2.4.4Used Material (Conditions “B” and “C»)
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condition and is suitable for re-use without 4
reconditioning shall be classed as Condition “B"
and priced at seventy-five percent (75%) of the
price of new material.

ii. Material which cannot be classified as Condition
"B" but which is serviceable for original function
but substantially not suitable for reconditioning,
shall be classed as Condition "C" and shall be
priced at a value commensurate with its use. Cost
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_ 2.4.5Warranty

shall be charged at applicable percentage of
knocked-down new price.

iii. Tanks, buildings and other equipment involving
erection cost shall be charged at applicable
percentage of knocked-down new price.

of Materials
CONTRACTOR

The CONTRACTOR does not warrant the materials
furnished beyond the dealers’ or back of the dealer's
or manufacturer's warranty and in case of defective
material, credit shall not be recorded until adjustment
has been received by the CONTRACTOR from
manufacturers or their agents. The CONTRACTOR
shall ensure that materials purchased are warranted
by the dealers or manufacturers in accordance with
good Petroleum Industry practices.

Furnished by the

2.5Transportation

Transportation of the CONTRACTORS employees,
equipment, materials, and supplies necessary for the
conduct of activities. Employees' transportation cost
to the extent covered by established policies of the
CONTRACTOR will include but not be limited to
travel expenses for employees and their families to
and from the employee's point of origin at the time of
employment at time of separation and for vacations,
rest leaves and travelling expenses for employees
and their families incurred as a result of transfer from
one location to another.
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by the CONTRACTOR, or by their respective
Affiliated Companies, in facilities inside or
outside YEMEN. Regular, recurring and routine
services, such as processing seismic tapes,
interpreting seismic, geological and engineering
data and/or other analyses, shall be performed
.and charged by the MINISTRY, the
CONTRACTOR, or their respective Affiliated
Companies, at a price agreed to by the
CONTRACTOR and the MINISTRY. Major
projects involving engineering and design
services shall be performed by CONTRACTOR
or its Affiliated Companies, at a contract amount
agreed to by the MINISTRY. The price and
contract amount to be agreed upon as provided
above shall be at rates commensurate with the
cost of such services but not in excess of
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competitive rates for the same quality and
quantity of such services. Use of the
CONTRACTOR's or its Affiliated Companies,
wholly-owned equipment shall be charged ata
rental rate agreed to by the MINISTRY
commensurate with the cost of ownership and
operation, but not in excess of competitive rates
currently prevailing in YEMEN.

2.7Damages and Losses

All costs or expenses necessary to replace or repair
damages or losses incurred by fire, flood, storm,

+ theft, accident or any other cause not controlled by

the CONTRACTOR through the exercise of
reasonable diligence. The CONTRACTOR shall
furnish the MINISTRY written notice of damages
or losses incurred in excess of fifty thousand
United States  Dollars (U.S.$50,000) per
occurrence, as soon as practicable after report of
the same has been received by the
CONTRACTOR.

2.8Insurance and Claims

The cost of any public liability, property damage
and other insurance against liabilities of the
CONTRACTOR to its employees and third parties
as may be required by the laws, rules and
regulations of the STATE or as the Parties hereto
may agree upon. The proceeds of any such
insurance or claims collected shall be credited
against Petroleum Operations. If no insurance is
carried for a particular risk, all related actual
expenditures incurred and paid by the
CONTRACTOR in settlement of any and all
losses, claims, damages, judgments, and any other
expenses, including legal services shall not be
charged be to Petroleum Operations.

2.9 Head Office and Field Expenses in YEMEN
2.9.1 The

cost of staffing and maintaining the
CONTRACTOR's head office in YEMEN.

2.9.2 Camp overhead and facilities such as shore

base, warehouses, water systems, road systems,

salaries and expenses of field supervisory
personnel, field clerks, assistants, and other
general employees indirectly serving the

Agreement Area.

2.10Legal Expenses

All costs and expenses of litigation, or legal
services otherwise necessary or expenditures for
the protection of the Agreement Area, with respect
to third parties including attorney's fees and
expenses as hereinafter provided, together with all
judgments o?jained against the parties hereto or
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any of them on account of the Petroleum
Operations under the Agreement, and actual
expenses incwrred by any Party or Parties liereto in
securing evidence for the purpose of defending
against any action or claim prosecuted or urged
against the Petroleum Operations or the subject
matter of the Agreement. In the event actions or
claims regarding the protection of interests
hereunder shall be handled by the legal staff of one
or more of the Parties hereto, a charge at a rate
commensurate. with cost of providing and
furnishing such services may be made to the
Petroleum Operations.

2.11 Administrative Overhead and General Expenses

2.

11.1The CONTRACTOR's administrative
overhead outside YEMEN applicable to the
Petroleum Operations under the Agreement
shall be charged quarterly atthe percentages
of the total of Exploration Expenditures,
Development Expenditures and Operating
Expenses for the Year ("Total Expenditures"),
as specified below:

(i) Three percent (3%) of Total
Expenditures not exceeding One
Million  United States Dollars
(U.S.$1,000,000).

One and half percent (1.5%) of Total
Expenditures in excess of One million
United States Dollars
(U.S.$1,000,000), but less Five
Million United States Dollars
(U.8.$5,000,000).

One percent (1%) of Total
Expenditures in excess of five Million
United States Dollars
(U.S.$5,000,000).

(i)

(iv)

2,11.2: No other direct charges as such for the
CONTRACTOR's  administrative overhead
outside YEMEN will be applied against the
Petroleum Operations. Examples of the types of
costs CONTRACTOR is incurring and charging
hereunder due to the activities under the
Agreement and covered by said percentages
are:
(i) Management - Cost of executive

officers. This includes Directors,

Presidents, Vice Presidents, Managers

and their support staff, in addition to

General Administration.
(i) Financial- All Financial services.
(iii) Purchasing- Procuring materials,

equipment and supplies, together with
any related costs.
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2.12Taxes

(iv) Exploration,  Development and
production -Directing, advising and
controlling the entire project.

(v) Other departments such as legal,
comptroller and engineering which
contribute time, knowledge and
experience to  the Petroleum
Operations.

All taxes, duties or levies, if any, paid in YEMEN by
the CONTRACTOR with respect to the Agreement,
other than those paid in accordance with Article 9 of
the Agreement.

2.13  Other Expenditures

2.13.1

2.13.2

Any costs, expenses or expenditures, other
than those which are covered and dealt with
by the foregoing provisions of this paragraph
2 of this Annex “F”, incurred by the
CONTRACTOR under approved Work

Programs and Budgets and after consultation

with the MINISTRY.

The CONTRACTOR shall have the right to
incur and pay costs and expenses pertaining
to any emergency affecting safety to person
or property in the Petroleum Operations and
such costs and expenses shall be recoverable
under this Agreement provided that the
MINISTRY shall be notified of any such
emergency as soon as practicable. The
CONTRACTOR shall have the right to incur
and pay costs and expenses for any item of
an approved Work Program and Budget for
an amount in excess ofthe budget for such
item and 'such costs and expenses shall be
cost recoverable under the Agreement to the
extent that they do not exceed ten percent
(10%) of the budget for such item.

2.14Continuing CONTRACTOR’s Costs

Costs of the CONTRACTOR's activities requlred
under the Agreement and incurred exclusively in the
ROY provided that costs of the CONTRACTOR's
expatriate employees and ROY employees engaged
in such activities in YEMEN shall include those
costs specified in paragraphs 2.2.1,2.2:2,2.2.3, and
2.5 of this Annex “F”.
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ARTICLE 3
INVENTORIES

3.1Periodic Inventories Notice and Representation

At reasonable intervals as agreed upon by the
MINISTRY and the CONTRACTOR, inventories
shall be taken by the CONTRACTOR of the
Petroleum Operations material, which shall include all
such material, physical assets and construction
projects, Written notice of intention to take inventory
shall be given by CONTRACTOR to the MINISTRY
at least thirty (30) Days before any inventory is to
begin so that the MINISTRY may be represented
when any inventory is taken. Failure of the
MINISTRY to be represented at an inventory shall
bind it to accept the inventory taken by the
CONTRACTOR, who shall, in that event, furnish the
MINISTRY with a copy thereof. Such inventories
shall take place annually or as otherwise agreed.

3.2Reconciliation and Adjustment of Inventories
Reconciliation of inventory shall be made by the
CONTRACTOR and the MINISTRY, and a list of
overages and shortages shall be jointly determined and
the inventory accordingly adjusted by the
CONTRACTOR.

3.3 After the first Commercial Discovery of Oil the
CONTRACTOR shall carry out the foregoing
inventory obligations of CONTRACTOR.

ARTICLE 4
COST RECOVERY

4,1 Statement of Recovery of Costs and Cost
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Recovery Crude Qil

The CONTRACTOR shall, pursuant to Article 7 of the
Agreement, render to the MINISTRY not later than thirty
(30) Days after each Quarter a statement for that Quarter
showing;:

a. Recoverable costs carried forward from the
previous Quarter, if any.

b. Recoverable costs incurred during that Quarter.
c. Total recoverable costs for the Quarter (the sum

of the amounts in paragraphs 4.1 (a)and (b))
above.

d. Quantity and value of Cost Qil taken and
separately dlsposed of by the CONTRACTOR
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e. Amount of costs recovered for that Quarter.

f. Amount of recoverable costs to be carried into the
succeeding Quarter, if any.

g. Excess, if any, of Cost Oil taken by the
CONTRACTOR over costs recoverable for the
Quarter, If such statement shows an excess
amount of cost recovery payments, the excess
amount shall be paid in United States Dollars by
the CONTRACTOR to the MINISTRY at the
time of presentation of such statement.

4.2 Costs, expenses and expenditures that are incurred and paid

43

prior to the Year in which they are recoverable under the
Agreement shall be allocated to the first Quarter of such
Year. All other costs, expenses and expenditures that are
recoverable in such Year shall be allocated to the Quarter
in which they are incwred and paid.

For the purpose of calculating book value, the costs
of such fixed and removable assets shall be
recovered in the order in which they are incurred per
Quarter. The costs incurred in the same Quarter shall
be recovered proportionally.

4.4 Audit Rights

The MINISTRY shall have a period of twenty-four
(24) Months from receipt of any statement under this
paragraph 4 of this Annex “F” in which to audit and
raise objection to any such statement. The
MINISTRY and*the CONTRACTOR shall agree on
any required adjustment. Supporting documents and
accounts will be available to the MINISTRY during
said twenty-four (24) Month period.

ARTICLE 5
CONTROL STATEMENT AND MAJOR
ACCOUNTS

5.1Exploration Obligations Statements

The CONTRACTOR shall annually prepare from the
Statements of Expenditures prepared pursuant to
paragraph 1 of this Annex “F”, a statement showing
for such Year the excess or deficit in Exploration
Expenditures compared to the Minimum Expenditure
Obligation. Such statement shall be rendered to the
MINISTRY not later than thirty (30) Days following
the end of such Year.
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5.ZMajor Accounts
For the purposes of classifying costs, expenses and

expenditures for cost recovery as well as for the purpose
of establishing when the Exploration obligation has been
‘met, costs, expenses and expenditures shall be recorded in
major accounts including the following:

a. Exploration Expenditures

b. Development Expenditures other than Operating
Expenses

c. Operating Expenses

Necessary sub-accounts shall be used in coordination
~ with the MINISTRY.

Revenue accounts shall be maintained by the
CONTRACTOR to the extent necessary for the
control of recovery of costs and the treatment of Cost
Oil.

Cash and accrual accounts shall be. maintained as
coordinated with the MINISTRY.

ARTICLE 6
TAX IMPLEMENTATION PROVISIONS

It is understood that the CONTRACTOR shall be subject
to ROY Income Tax Laws except as otherwise provided
in the Agreement, that any ROY Income Taxes paid by
the MINISTRY on the CONTRACTOR's behalf
constitutes additional income to the CONTRACTOR, and
this additional income is always subject to ROY Income
Taxes, that is "grossed-up".

The CONTRACTORS's annual income, as determined in
Article 9.1.2 of the Agreement, less the amount equal to
CONTRACTOR's grossed-up Yemen income tax liability,
shall be CONTRACTOR's "Provisional Income ".

The "gross-up value" is an amount added to Provisional
Income to give "Taxable Income", such that the gross-up
value is equivalent to ROY Income Taxes.

Therefore:

Taxable Income = Provisional Income Plus Gross
- up Value )

and

Gross-up Value = ROY Income Tax on Taxable
Income

Combining the first and last equations above,

Gross-up Value =
Provisional Income X Tax Rate.
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where ne tax rate 1s expressed as a decimal.

The above equations are illustrated by the following
numerical example. Assuming that the Provisional Income
is Ten United States Dollars (U.S.$10), and that pursuant
to Article 9.1.3 of the Agreement that ROY Income Taxes
rate as applied to the CONTRACTOR would be sixty
percent (60%), then the Gross-up Value is equal to:

U.S.$10X 0.6 =U.S. $15.00

1-0.6
Therefore:
U.S.$
Provisional Income 10.00
Plus Gross-up Value 15.00
Taxable Income 25.00
Less: ROY Income Taxes at 60% 15.00

CONTRACTOR's Income after taxes 10.00
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ANNEX G

SAMPLE CALCULATION OF ROYALTY, COST
OIL, AND PRODUCTION SHARING OIL

Assuming that the Monthly Average Daily Net Production
("MADNP") is 80, 000 BBL, then calculation of the
shares of MINISTRY and CONTRACTOR would be as
follows:

1. Deduction of Royalty owned by the STATE from the

total amount of 80, 000 BBL according to Article 3.2 of -

this Agreement.

ROYALTY - Royalty is calculated on the basis of the
percentages provided in Article 3.2 of the Agreement as
follows:

3% of first 25,000BBL = 750BBL
5% of next 25,000BBL = 1250BBL
6% of next 25,000BBL = 1500BBL
8% ofnext ~ 5,000BBL =400BBL
Royalty =3,900-BBL

And the remaining amount of MADNP after the deduction
of Royalty would come to be:
80,000 BBL - Royalty of 3,900 BBL = 76,100 BBL

2. From the remaining amount of MADNP calculated
above we deduct the Cost Oil as follows:

a. Assuming the daily recoverable costs exceed the
value of the maximum Cost Oil calculated at the
percentage stated in Article 7.1. of this
Agreement (""maximum percentage')

Cost Oil =50 x 76,100 = 38,050 BBL
100 :

b. Assuming the daily recoverable costs are
$300,000 and are less than the value of the
maximum Cost Oil calculated at the maximum

percentage; and assuming the Cost Oil value is
$20 /BBL.

Daily Recoverable Costs

Cost Oil =
Value (per barrel) of the Cost Qil
under Article 7.3 of the Agreement

$ 300,000
$20/BBL

Cost Oil =

Cost Oil = 15,000 BBL
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~ Note: :
For the purpose of this Annex G, "daily recoverable costs"
means the recoverable costs allocated to the applicable
Quarter divided by the number of days in such Quarter.
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3.The remaining MADNP ("Production Sharing Oil"), i.e.,
MADNP after deduction of (i) Royalty and (ii) Cost Oil
(2a or 2b above, as applicable), according to Article 7.2
of this Agreement.
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MINISTRY's Share= The Production Sharing Oil
multiplied by the MINISTRY's percentage of Production
Sharing Oil calculated as the weighted average of the
percentages provided in Article 7.2 of this Agreement as
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follo_ws:

of first 25,000 BBL = 16,000

of next 25,000 BBL = 16,750

of next 25,000 BBL =17,500
- of next 5,000 BBL = 3,750

64%
67%
70%
75%

(16,000+16,750+17.500+3,750)BBL,

80,000 BBL

~ 54000BBL _ ¢ o, Gp
80,000 BBL

MINISTRY's Share = GP x Production Sharing Oil

PRODUCTION SHARING OIL = MADNP minus

Royalty minus Cost Oil
(either 2a or 2b)

Production Sharing Oil=

=80,000BBL - 3,900BBL - 38,050BBL (2a)
Or

Production Sharing Oil =

= §0,000BBL- 3,900BBL ~ 15,000BBL (2b)

Production Sharing Oil = 38,050 BBL (2a)
Or
Production Sharing Oil

61,100BBL (2b)

MINISTRY's Share= 67.5% X 38,050 BBL (2a)
or :
MINISTRY's = Share67.5% X 61,100BBL (2b)

MINISTRY's Share = 25,683.75BBL (2a) or
=41,242.5BBL (2b)

=MINISTRY'S PERCENTAGE%(GP)
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CONTRACTOR's Share of Production Sharing Oil =
Production Sharing Oil less MINISTRY's Share of
Production Sharing Oil

CONTRACTOR's Share=
=38,050BBL — 25,683.75BBL (2a) or
61,100BBL —41,242.5BBL (2b)

CONTRACTOR's Share = 12,366.25BBL (2a) or
19,857.5BBL (2b)
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ANNEX H

FORM OF REQUEST FOR
CONVERSION TO DEVELOPMENT AREA

Name of the CONTRACTOR:
Address:
Date: [/ /

H.E. MINISTER OF OIL AND MINERALSs
Honorable Minister:

We, the CONTRACTOR, hereby declare that a
Commercial Discovery of Oil has been notlﬁed to the
MINISTRY on

The Declaration follows as a result of the appralsal
program consisting of  the drilling  of
Exploration Wells to date,
and including geologic, geophysical and engineering
studies that indicate the size of the structure in which the
Commercial Discovery of Oil was made. The summary
of the appraisal program is as follows:

WellNo.1  Well No. 2 (etc.)

Thickness of Pay:

Zone No.1 Gross ft. ft.
Net ft. ft.

Zone No.2 Gross ft. ft.
Net ft. ft.

Summary of Test FResults:

Zone No. 1

Zone No. 2

Range of Estimated Reserves for Development Area:

Million BBL to Million BBL

(Summary of any other relevant information)

Based on the structural interpretation resulting from the
geologic, geophysical and engineering studies, the
structure in which the Commercial Discovery of Oil has
been made is located in (number of blocks) Development

Blocks comp/rismj ‘a total Development Area of
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: l developmept area.
SNURN ,

The corner coordinates of the Development Area are as
follows:

1. 4,
2. 5.
3. 6.
Therefore, in accordance with Article 3.5 of the

Production Sharing Agreement we confirm our intention
to convert the above described Development Block(s)
into a Development Area with respect to the Commercial
Discovery of Qil notified to the MINISTRY as aforesaid.

This Request for Conversion to Development Area shall
be subject to the following conditions:

1. The provisions of the Production Sharing Agreement
under which this Commercial Discovery of Oil was
notified to the MINISTRY shall apply to -the
Petroleum Operations in respect of the Development
Area hereby established.

2. This Development Area may be revised, during or
after the Exploration Period, by the CONTRACTOR
after the approval of the MINISTRY if supported by
additional technical information resulting from future
Petroleum Operations by an amendment to this
Request for Conversion to Development Area
provided that any proposed extension area shall not
extend beyond the original Agreement Area or into
any area under a Production Sharing Agreement with
third parties.

3. If future Exploration in the Development Area,
during or after the Exploration period, results in a
discovery of Oil in a separate geological structure that

extends beyond the Development  Area.
CONTRACTOR shall have the right, after the
approval of the MINISTRY, to appraise such

discovery by drilling one or more Exploration Wells
outside the Development Area, provided that such
outside area is within the original Agreement Area
and is not under a Production Sharing Agreement with
third parties. CONTRACTOR shall have the right to
declare such discovery a Commercial Discovery of
Oil. In such case the MINISTRY and
CONTRACTOR shall sign an amendment of this
Request for Conversion to Development Area to
extend the Development Area to include the
geological structure in which such Commercial
Discovery was made.

4. If the production doesn’t Commence regularly without
any technical reasons or economical reasons or force
majeure within 5 years from the date of acceptance by
the Ministry of the request for conversion to
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‘Then the Ministry shall request the Contractor to resolve
such issue and give the Contractor 2 years extension to
resolve such. '

Then if the production doesn’t Commence regularly after
such extension then the Contractor shall be obligated to
relinquish the Development area and return it back to the
Ministry at request.

Consequently, we respectfully request the MINISTRY's
acceptance of, and agreement to, this Request for
Conversion to Development Area to be evidenced by
your signature below.

Respectfully Submitted,

CONTRACTOR

Name:
Title:-

Signed this day of , 200

HE. MINISTER
RESOURCES

OF OIL AND MINERAL
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