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STRATEGIC ALLIANCE AGREEMENT
BETWEEN

NIGERIAN PETROLEUM DEVELOPMENT
COMPANY LIMITED

AND
SEPTA ENERGY NIGERIA LIMITED
FOR

THE DEVELOPMENT AND PRODUCTION OF
OMLS 4, 38 AND 41.
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SIRATEGIC ALLIANGE AGREEMENT

BETWEEN

NIGERIAN PETROLEUM DEVELOPMENT COMPANY LIMITED
P LR R LR M HEVELOPMENT COMPANY LIMITED

and

SEPTA ENERGY NIGERIA LIMITED

for
THE DEVELOPMENT AND PRODUCTION OF OMLs 4, 38 AND 41

THIS AGREEMENT is made this day of .. 2010

BETWEEN NIGERIAN PETROLEUM DEVELOPMENT COMPANY LIMITED. o company
incorporated under the Iaws of the Federal Republic of Nigeria whose registered
office is at 42, Sapele Road, Benin City {hereinafter referred to as "NPDC" which
expression shall where the context so admits, include its successors ane aissigns)
of the one part;

AND

SEPTA ENERGY NIGERIA LIMITED, « company incorporated under the faws of the
Federal Republic of Nigeria whose registered office is at Piot 90, Ajose Adeogun
Street, Victoria lsland, Lagos (hereinafter referred 1o as "SEPTA" which expression
shail, where the context so admits, include its successors and assigns) of the other
part.

WHEREAS the Federdl Govarnment of Nigerig {Government) has granted consent
vide a Deed of Assignment dated 16n September 2010 for the Nigeria Natienal
Petroleum Corporation [NNPC} to assign its fifty five per cent {55%) equity interest
inthe Contract Area to NPDC:

WHEREAS SEPTA has offered to carry NPDC's equity interest share of Petfroleum
Operation Costs and provide technical expertise as and when reguired in
relation to Patroleum Operafions in the Contract Arec;

WHEREAS Government in consideration of the huge capital outlay and other
resources required for Petroleum Operations in the aforementioned assets has
approved that NPDC enter into a strategic aliance with SEPTA for the provision
of funding and technical expertise;

WHEREAS NFDC and SEPTA warrant that they have the fight, power and authority
to enter into this Agreement: ﬁ’ff 4




WHEREAS SEPTA represents that it has technical competence, professional skilis
and funds (both local and foreign) necessary fo suppert NPDC in Petroleum
Operations for the Contract Area and has agreed to provide the funds for
corying out Petroleum Operations and further agreed o support NPDC with
technical expertise.

NOW THEREFORE in consideration of the premises and muiual covenants herein
contained, the Parties hereby agree as follows:

ARTICLE ]

1.0 DEFINITIONS

1.1 in this Agreement, including the recitais and the Annexes attached hereto
unless the confexi otherwise requires, words and expressions used shall
bear the meanings stated herein:

“Accounting Procedure” means, the rules and procedures set forth in Annex “C*
attached hereto and forming part of this Agreement;

affiliate or Affilialed Company” means, ¢ company or other entity that controls
or is controlled by o Parly, or @ company or other entity which controls or is
controlled by o company or other entity which controls a Party; and for 1he
purpose of this definition, “contral" means, ownership by one compaony or entity
of at least fifty-one per cent {51%) of:

(a1} the voting stock, if the other company is ¢ company issuing stock; or
() the controling rights or interest if the other enfity is not a company.

“Available Crude Ol means, the Crude Ol won, saved and allocated to NPDC
from the Contract Ared.

s pAvailable Natural Gas” means, the non associaied natural gas won, saved and
allocated to NPDC from the Confract Area.

sBarrel” means, a guantity or unit of Crude Qil, equal to forty-two {42) United
States gallons ¢t the temperaiure of sixty degrees (60°) Fahrenhett at normal
atmospheric pressure. -
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“Barrels of Oil Equivaient” or “BOE" means, the amount of energy equivalent
coentained in o barrel of crude ol [5.8 X 10 BTU).

“BCF" means, bilion cubic feet of Natural Gas.
"Budget” rneans, the cost estimate of Items included in Work Programme.

"CAPEX" means, the costs referred o in Article Il paragraph 2 of Annex “C" of
this Agreement,

“Agreement” means, this Strategic Aliance Agreement including the Annexes
attached hereto,

“Contract Area” means, the areo covered by O Mining Leases (OMLs) 4, 38 and
41 and any subxdivisions arising therefrom in compliance with the relinquishment
provisions of Paragraph 12 of the first schedule o the Petroleum Act, The
Cooarginates of the Contract Area is as described in Arnex "A" hereto.

"Term of Agreement” means, the period referred o in Arficle 3.

“Companies Income Tax” or “CIT means, the lax obligations arising from the
utilization of nalural gas as defined in the Companies Incorme Tax Act Cap €20
LFN 2004, as arnended (CITA)

“Contract Year” means, a period of twelve {12) consecutive calendar months
from the Effective Date of this Agreement or from the anniversary of the Effective
Date,

“Cost Oil" means, the quantum of Available Crude Oil affocated to the Parties to
enable the Parties 1o generate the proceeds 10 recover their respective costs
incurred in carrying out Petroleurn Operations under this Agreement,

"Cost Gas” means, the quanium of non associated gas dllocated to the Parfies
fo enable the Parties to generate the proceeds fo recover their respective costs
incurred in carrying ou! Petroleum Operations with respect io non associaled
gas under this Agreement.

"Crude Oil" means, mineral ofl in its nalural siate before it has been refined or
frealed {excluding basic sediments and water or other foreign substances).
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“Crude Oil Proceeds” means, the amount in US. Dollars determined by
multiplying the Official Sefiing Price by the number of Barrels of Available Crude
Qil iifted by either Parfy.

“Development” means, Petroleum Operaiions undertaken in the Contract Areq
for the purpose of putting the Contract Area info production pursuant to any
development programme approved in accordance with Arlicle ¢ hereof,

"Development Costs” means, the cost of developmental activilies which
includes but is not limited to driling. cempleting, capping, plugging and
abandoning, appraisal, development, water injection or gas injection wells, the
consfruction and installation of facilites and equipment required for the
production, storage, transportation and delivery and evacuation of Crude O
and Natural Gas as well as the instaltation of secondary recovery facilities.
Development Costs shall also include cost incurred during  Incremental
Production activities.

“Effective Date" means, the date of the execution of ihis Agreement by the
Parties hersto being the day and year first above written,

"Financial Year" means, a period of twelve (12) calendar months from the 1+
Janugry to the 31% December.

“Fixed Assefs” means. immovable property and includes movable property,
which has been offixed, installed, constructed or aftached to immovable
rroperty as part of the facilities uilised for cairying out Petroleum Operalions.

“Foreign Exchange” means, currency other than that of Nigeria that is
accepfable to both NPDC gnd SEPTA.

“Gross Negligence” means, any act or failure 1o get by the Operator or SEPTA
which was intfended to cause or which was in reckless disregard or wanton
indifference to the harmful consequence that the Operatar or SEPTA knew or
should have known such act or failure would have on fa) safely of life or
property or {b} Pefroleum Operations or (¢} books and accounts particuiarly ol
industry accounting standards and procedures.

“Incremental Production” means, monthly production of Crude Qit or Natural
Gas over ond above Proven, Developed and Froducing reserves attributable to
capital contributions by SEPTA, i




“LIBOR" means, the seven-day term London Inter-Bank Offer Rate for U.S. Dollars
for similar amounts to the sums in question, quoted by Barclays Bank in London at
11:00 a.m. on the first business day of the relevant period.

"Management Committee™ means, the committee established by NPDC and
SEPTA fo carry out the funciions set out in Article 7 of this Agreement.

"Market Price” means, official selling price in o given menth of the Crude Ol and
non associated Natural Gas produced from the Conlract Area in US Dollars per
Barrel, shaoll be related to Daied Brent + Differential (NNPC) In accordance with
the NNPC's monthly published price for the diffgrent grades of Crude Ol

“MCF” means, milion cubic feet of Nalural Gas.

"Dated Brent” means, the average of Platt's mid-range quotations of Dated Brent
crude as published by Plats Crude Oif marketwire.

"Differential” means, the maonthly premivm as published by NNPC.
The applicable pricing shall be on either Frompt, Advanced or Deferred basis,

“Prompt” basis shall be five [5) consecutive published quotations after the bill of
lading dafe with the bill of lading date as day zero,

“Advanced” valuation shall be five (5) consecutive published quotations with the
fifth day before the bill of lading day i.e the bill of tading day is day six.

“Deferred” pricing option shall be five (5} consecutive published quotaiions with
the 14" day after the bill of lading date as doy one lLe. the bill of tading date is
day zero,

However, sach Party's preferred option must be indicated at close of work (400
pm] of the sixth {6") working day before the first day of the laycan, In case either
Party's preferred option is not advised to the PMT by close of work of the &n
working day prior to the first day of the laycan, the Prompt option will apply in
the valuation of that Party's fifting.
r
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For Natural Gas it shall be US Dollars /MCF according to the gas pricing

i regulations.
' "Natural Gas" means, all gaseous hydrocarbons produced in association with
Crude Ol or from reservoirs which produce gaseous hydrocarbons.
"“" "Natural Gas Proceeds™ means, the amount in US, Dollars determined by
ol mulfiplying the Official Selling Price by the number of Barrels of Available Crude
o Cif lifted by either Party
"Operator” means, any operator appointed to cany oul Petroleum Operations in
= ihe Contract Areq.
-
'- "Operating Committee™ means, the operating commitiee established under the
M joirt operating agreement governing the operations of the Contract Area.
. “Pary” means, NPDC or SEPTA.
"Parties” means, both NPDC and SEPTA.

| “Petroleum Operations™ means, ali Crude Oil and Natural Gas Development and
e Production Operafions, processing, fransportation and Crude Ot termingl
a octivities for or with respect to the Confract Area.

i “Pefroleum Operafions Costs” means, expenditures made and obligation
incurred in carrying oul Petroleum Operations as determined in accordance with

ot this Agreement and the Accounting Procedure.

un "Petroleum Profit Tax” or “PPT" means, the tax obligations arising from the

L Petroleurn Operations as defined in the Petroleum Profit Tax Act Cap P13 LFN
2004, as amended (PPT Act).

“Production Costs” means, cll cosls incurred in carrying oul  Production
- Operations, -

_, “Production Operations” mearns, ¢ll operations carried out subsequent to
Developmeant in order fo produce, treat, store, convey and deliver Crude Ol and
= Natural Gas from wells, platforms and fcrcn:f:es o o reﬂnery, 1ermsno| or other

utilisation or marketing point, W




“Profit ONII" means, the batonce of Available Crude Oil after the dllocation of
Royalty Oll, Cost Oll and Tax Of,

“Profit Gas" means, the balance of Available Natural Gas after the allocation of
Royaity Gas, Cost Gas and Tax Gas.

"Project Management Team” or "PMT" means, a team made up of personnel
from NPDC and SEPTA appointed by the Management Commiftee andg
controlled by SEPTA for a minimum period of 3 years and ne longer than & yeaqrs
from the Effeclive Date.

“Quarter” means, the time interval from: January 1# to March a1 inclusive, April
I to June 30M inclusive, 1 July to 300 September inclusive, October 19 to
December 31¢ inclusive.

"Royaity” means, the amount payable pursuant to the Pefroleum Act and
Petroleum (Crilling and Praduction) Reguiations Cap P10 LFN 2004, as amended.

"Royalty Qil" means, the quantum of Available Crude Gil ¢llocated to NPDC
which will generate an emount of proceeds equal to the actugl payment of
Rovalty,

"Royalty Gas™ means, the quantum of Available Natural Gas dllocated to NPDC
which will generate an amount of proceeds equdl to the octual payment of
Royalty,

“Tax Oil” means, the quantum of Available Crude Oif allocated to NPRC which
will generate on amount of proceeds equaf to the actugl payrment of PPT,

"Tax Gas" means, the quantum of Available Natural Geos dlocated to NPDC
which will generate an amount of proceeds equal to the actudl payment of CIT.

“U.8. Dollars” means the currency of ihe United States of America,
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"Willful Misconduet” means, in relafion to the Operator or SEPTA, an intentional,
conscious, reckiess and wanton disregard of:

{aj any material provision of this Agreement: or
() any substantial part of the Work Programme as contained in Arficle $.

But shall not include an infentional and conscious disregard of either (a) or {b)
above, if the some relates fo safeguarding of life, property or Petroleum
Operations.

"Work Programme” means, for the applicable period a staiement itemizing the
Pefroleum Qperations to he carried out in the Contract Areq.

“Working Capital” means, the funds required to conduct Production Operations.
"2P Reserves” means, 335 Million BOE

REST OF PAGE INTENTIONALLY LEFT BLANK
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2.1

2.2

2.3

2.4

2.5

ARTICLE 2
ENTRY FEE

NPDC acknowledges SEPTA's obligation to pay Fifty Four (54) Milion U.S.
Doltars to NPDC as an entry fee for participation in the development of 2P

Reserves.

The entry fee shailt be paid into an account of and in the name of NPDC
no loter than Seventy [70) days after the execution of this Agreement,

No later than 70 days prior to the commencement of the Work
Programme for the capture of contingent resources up fo 100 Million
Banels Crude Oll and 357 BCF of Natural Gas, SEPTA shall pay to NPDC o
further sum of Twenty Six Million, Six Hundred Thousand (26.8) Million U.S.

Dollars,
The entry fee shall not be recoverabie as Cost Ol or Cost Gas,

This Agreement shall commence upon the payment of the eniry fee by
SEPTA.

REST OF PAGE INTENTIONALLY LEFT BLANK




ARTICLE 3
PURATION OF THE AGREEMENT

3.1

3.2

33

This Agreement shall remain in full force and effect fil the cumulative
production from the Contract Area has reached 165 Milion Barrels of
Crude Oil and 900 BCF of Natural Gas making up @ fotal of 335 Million BOE
parrels of Qi Equivalent, thereafier, this Agreement shall terminate. Upon
payment of the eniry fee referred to in Article 2.3, the Agreement shall be
renewed on the same terms and conditions with respect to the capture of
the contingent resources of 100 Million Borrels Crude Oil and 357 BCF of
Natural Gas .

if new producible reserves are added ta 1he volumes referred to in Articie
3.1, the duration of this Agreement shall, subject o new terms and
conditions agreed upon by the Parties, be extended till the full recovery of
such new reserves.

Subject o mulual cgreement of the Porties this Agreement may be
terminated whenever it appears evident that the cumulative production
referred to in Article 3.1 hereinabove cannot be economically attained.

REST OF PAGE INTENTIONALLY LEFT BLANK
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—- RIGHTS AND CBLIGATIONS OF THE PARTIES

=—- 4.1 In accordance with this Agreement SEPTA shall:

m.. (@} subject o Arficle 8.1 and in accordance with the approved Work
Progromme and Budget, SEPTA shall provide dll the funds required
o for NPDC's 55% share of Petroleum Operation Cosis in respect of
o the Contract Area;

(b) deliver to NPDC, within seventy {70) days from the Effective Date, o
parent company guarantee from Seven Energy International
Limited in the form set out in Annex G covering the fotal amount of
the minimum disbursement required tc meet NPDC's fifty five per
cent (55%] share of Pefroleum Operation Costs for fhe full
Development of the Contract Area and additional funds which
SEPTA may be obliged 1o provide in dccordance with Article 8.2:

SEPTA shall carry out an agreed annual training programme in
accordance with Arficle 14 hereot:

in addition to the foregoing, SEPTA shall also provide training
faciiities for NPDC/NNPC staif with on annual sum of Three Hundred
and Fifty Thousand US Dollars ($350,000)for & period of five (5} vears
from the Effective Date, which amount shall be paid in January of
gach year into an account of and in the name of NPDC;

be subject to all Nigerian laws, arders and reguiations applicable to
Petraleum Operations:

respect ail the rights concerning industrial property and indemnify
and hold NPDC harmiess from and against all claims, loss, damage
or action arising out of or resuiting from, violation of such fghts. Any
such costs fo SEPTA relating to the above shali be reimbursable
unless such cosfs result from the Gross Negligence or Willful
Misconduct on the part of SEFTA:

not fo fransfer or assign any rights ccquired and obligations
underfaken by SEPTA under this Agreement without prior written
consent of NPDC, which consent shall not be unreasonably
withhelg;




4.2

(hy  indernnify and hold harmiess NPDC ifs servants, agents and
representalives from and against all losses, fees (including legal
fees and expenses) of whatsoever kind and nature which NPDC
may suffer or be compelled 1o pay 1o employees, representatives
or agents of SEPTA's sub-contractors as a consequence of any final
decision given by a Nigerian cowrt except where actions or failure
1o act on the part of NPDC or ifs employees, agents or
reprasentatives contributed fo the losses, in which cose such costs
os are attibutable to the action or failure on the part of NPDC shall
be recoverable by SEPTA;

{i) have the right to lift, in accordance with Annex 'E' and freely
exporf and retain abroad the receipts from the sale of its share of
Avgilable Crude Oil and Availabie Natural Gos dllocated to it
hereunder subject to Article 10;

In accerdance with this Agreement, NPDC shall:

{a)  have full access, af all reasonable fimes during usual business hours
fo all bocks. records, inventories and accounts of any kind or
naiure maintained by PMT in relation to Petroleum Operations;

(b} furnish PMT  with oll geophysical, geclogical, drilling, wel,
production, cash call request and other data and information
relating to the Conlract Arec:;

fcl  have the right of access to the Contract Area af all reasonable
fimes to inspect and observe Petroleurn Operations of every kind
and chardacter carried on in the Contract Ared. PMT shall provide
NPDC with necessary faciliies to gain such access provided that
the provision of such facilities shall not unduly interfere with the
conduct of Pefroleurn Operations hereunder;

{d}  Act as an interfoce between PMT and the Department of
Petraleum Resources (DPR) for all purposes relating to Petroleum
Operations hereunder,;

{e}  assist PMT in every way possible to ensure that the provisions of ihis
Agresment shall be caried out under applicable Nigerian iaws
and regulations including without limifations, the obtaining of
necessary approvals for the paymenis and transfers of funds

provided for herein;




{f} have the right 1o nominate pursuant to Article 6 of this Agreement,
professional staff to occupy defined functional positions in the
agreed organizational structure for Petroleum Operations for as
long as this Agreement subsists;

(&) after the toke-over of Petroleum Operations, pursuant fo Article .5
hereof, ensure that Pefroleum Operations are conducted in o
good and workmaniike manner and in cccordance  with
internationally accepted petroleum industry practices and with the

{h) ensure the renewal of each Qil Mining Legse in the Contract Areqg
under the Petroleum Act CAP P10 LFN 2004, as amended, and

{i} have aright of first refusal in the event SEPTA wishes to assign any
interest under this Agreement to g fhird party.

Arlicle §
POWERS AND QBLIGATIONS OF THE OPERATOR

51 In the event NPDC is designated as the Operator of the Contract Areq or

{a) conduct all joint operafions with utmost good faith and in o good
workmanlike manner in accordance with good industry practice
andt ot applicable laws and regulations;

(b) maintain full and accurate records of ali Petrocleum Operations
performed under this Contract;

[c) be always mindful, in the conduct of its operations, of the rights
and overall interests of Nigeria;

(d) give preference to such goods and servicas which are available in
Nigeric and can be rendered by Nigerian citizens provided they
meet the required specifications and are competitive in price:
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[e) For the purpose of arriving at Profit Qi and Profit Gas, cany out the
estimated and fingl PPT caleulation in accordance with the PPT
Act and CITA CAP C21 tFN 2004 and submit same on a timely
basis to NPDC:

(f} Allocate o each Party the right o lift, in accordance with Annex
"E", and freely export and retgin abroad the receipts from the its
share of proceeds from the sale of Available Crude Ci and
Available Natural Gas dllocated to it hereunder;

(9} give to the Parfies full access, at all reasonable fimes during usual
business hours 1o all books, records, inventories and accounts of
ony kind or nalure maintained relating to Pelrocleum Operations,
provided that the Party gives 1o PMT not less than seven (7} days
prior notice in writing:

{h) give the Parties the right of access to the Contract Area at all
regsonable times to inspect and observe Petroleum Operations of
every kind and character carried on in the Contract Area. PMT
shall provide either Party with necessary facilties to gain such
dccess provided that the provision of such faciliies shall not
unduly interfere with the conduct of Petroleum Operations
hergunder;

(i) consult freely with and make full and frank disclosure to the Parties
concemning Pefroleum Operations and keep them currently
aavised of oll matiers of importance arising in connection
therewith;

(i) except os otherwise provided in this Agreement or as may be
authotized by the Management Committes, PMT shail not permit
of sUffer any lien or other encumbrance to be filed or fo remdgin
against any material, physical equioment, real or personal
property thereon or related thereto, nor against Crude Gil and
Natural Gas produced and saved as g tesult of ifs operations
hereunder, unless such lien is imposed by a Court of competent
jurisdliction;

(k) have the right to assign and retain such fechnical, administrative
and supervisory personnel as deploved fo it and consuliants s
may be necessary for the conduct of Peiroleum Operclions,
subject to approval of the Managemeni Committee;




() keep accurate records and books of accounts with respect to
Petroleum Operations, which shall be available during normal
business hours 1o NPDC and SEPTA quthorized representatives.
Such records and books shall comply with Annex "C" and
generdlly accepted Accounting Principles and Procedure and
with due regard {o the requirements of the lows and regulations:

(m) promptly provide the Parties with copies of all Management
Committee approvals for any expenditure, when requesied by a
Party/Parties:

{n} not without the wiitten approval of the Management Committes
dispose of, sell, or re-export any property of such hisicric cost
exceeding One Hundred Thousand Naira {N100,000.00) per unit or
batch or such other value as may, from time to time, be
determined by Management Commitiee, Notwithstanding the
provision herein, PMT hereof shall furnish NPDC and SEPTA quartery
returns of aff items of property disposed of, regardless of value:

(0] utilize in Petroleum Operofions, equipment exclusively owned and
made available by & Party and the charges thereafter to the
operations shail be as specified in the Accounting Procedure:

REST OF PAGE INTENTIONALLY LEFT BLANK
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ARTICLE 6
CONDUCT OF JOINT OPERATIONS

6.1 The Parties shall work togeiner to ensure the efficient conduct of
petroleum Operalions in the Contract Area. To this effect an operating
structure shall be astablished where the various departmenis shall be
constituted into operating units and shall have the substantive positions
and their respective deputies alternatively manned by the Parties, as
specified in Annex B to this Agreement for as long as the conduct of
Petroleum Operafions subsist.

62  Subject fo Article 6.5 hereof, the Project/Operations Manager position 10
which the operating struciure reports shall be held inificlly by SEPTA for a
period of three (3} years and thereatter the position shall be held by
NPDC.

63 PMT shall be based in an NPDC office. An operational bose shall be sited
in a convenient location.

64 Al personnel of PMT shall receive uniform treatment with respect fo
sailaries and other benefits In line with thelr respective positions.

6.5  wWithout prejudice to SEPTA's right to Cost OIl, Profit Oll, Cost Gos and Profit
Gas as provided for in Article 10, PMT shall be fully responsible for
Petroleum Operations for a minimum of three (3] years but not exceeding
five [5) years from the Effective Daie. Therecfter, SEPTA shall cease o
control PMT. However, where SEPTA has not recovered all costs before the
expiration of five (5) years, SEPTA shall be entitied 1o recover such costs,

6.6 Upor NPDC being fully responsible for Petroleum Operations, NPDC shall
continue with Petraleum Operations in accordance with the provisions of
this Agreement.

6.7 Litigation and seftlement of claims in connection with the Confract Areq,
or Petroleum Operations shall e conducted for and on behalf of the
Parties by NPDC pursuant to the direction of the PMT; provided however,
that NPDC shall have authority to selile claims and liligation not

exceeding N300,000.00 {Three Hundred Thousand Naira} or the foreign

currency ecuivalent without the approval of PMT. NPDC, however, shall
oromptly report any such oforescid setflement to PMT, NPDC shall notify

SEPTA of any process served upon it or of any process it infends fo serve in

17




any action in relafion o Petroleum Cperations. Nothing contained in this
Arficle 6.7 shalt preclude SEPTA from acting on its own behalf (and at iis
own expense] if, in its opinion, it considers such action advisable or
necessary to pretect its particular inferest hereunder. However, SEPTA shail
not pursue a course of action contrary to the course of aciion then being
undertaken for the Petroleum Operations with respect fo such litigation.

REST OF PAGE INTENTIONALLY LEFT BLANK




ARTICLE 7
MANAGEMENT COMMITTEE

7. A Management Committee shall be established within thirty {30) days
from the Effective Date of this Agreement for the purpose of providing
ordlerly direction on dll matters pertaining fo Petroleum Operations and
Work Programme. The powers and dufies of the Management Committee
snall include but not be limited to the following:

a) the revision, amendment and approval of all proposed Work
Frogramme and Budget;

b} the revision, amendment and approval of any proposed
recommendations made by either Parly or by any sub-commiltee,
with respect to Pefroleum Operations:

c) ensuring that PMT caries out the decisions of the Management
Committee and dlso to ensure that Pefroleum Operations s
conducted in accordance with the relevant Nigerian laws;

cl} the revision or approval of the sale or disposal of any itermns or
movable property relating 1o Petroleum Operations in accordance
with the provisions of this Agreement;

e) resolution of all audit observations;

f} the consideration of periodic performance in respact of approved
Work Programme and Budget:

gl review of the award of contracts for Petroleum Operations with
individual value of Five Hundred Thousand United States Dollars
(USD$ 500,000} and above:

h) approval of gqualified confraciors and subcontractors list:
il any other matiers relafing to Petroleum Operations.
7.2{a) The Management Commitiee shall consist of eight {8) persons
appointed by the Partias as follows:
NPOC - 4
SEPTA - 4

{b} Each Party shall designate by notice in writing to the other Party,
the names of its representalives to serve ¢s members of the
Management Committee s provided in Article 7.2{a) hereof and
their respective aliemates, which members or clternates shall be
authorised to represent that Party with respect to the decisions of
the Management Committee, Such noiice shal give the namaes,
fitles and addresses of the designated members and alternaies.
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{c})  Atleast fourteen [14) days prior to each scheduled Management
Committee meeting, the Secretary shall notify members of the
meeting and deliver to each member an agenda of matters with
briefs 1o be considered during each mesling. Matters which are
not delivered within the period stated shall not be considered
unless otherwise agreed by the Mancgement Commillee.
However, no agenda shail be required in the even! of an
emergency meeting.

(d) Either Party moy change any of ifs respective members or
dlfernates from time 1o time by nofifying the other Party in writing
not less than ten {10) days in advance of the effective date of such
change.

{e) NPDC shall appoint the chairman (Chdairman) of the Monagement
Commitiee. SEPTA shall appoint the secretary {Secretary): NPDC
shall appoint the assistani secratary (Assistani Secretary) both of
whom shall have no voting rights. The Secretary shall keep minutes
of alf meetings and records of all decisions of the Management
Committee. The minutes of each meeting shall be approved by the
Management Committee at the next meeting and signed by the
Chairman and Secretary and copies thereof delivered to each
Party.

i}l The Project /Operations Manager and his Deputy if not members or
afternates, shall affend oll Management Committes meetings bui
shall have no voting rights.

7.3 Unless otherwise ogreed by the Parfies, the Management
Commitiee shail meet at an NPDC office once gvery three (3)
calendar months or al such other intervals or venue s may be
agreed by the Management Committee. The quorum for any
meeting of the Management Committee shall consist of three {3;
representatives of NPDC and three (3) reprasentatives of SEPTA. The
Chairman or his alternate and the SEPTA's Managing Director or his
alfernofe must be present ot every Management Cormmitiee
meefing for a quorum fo be farmed.

7.4{qj Excepi s otherwise expressly provided in this Agreement ol
decisions of the Management Committee shall be reached by the
unanimous vole of the Porfies. If unanimity is not obtained on any
matter {including any matter pertaining to o Work Programme or
Budget} proposed fo the Management Committee, then the
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7.5

(o)

Management Committee shall mest again to attempt fo resolve
such matter not later than fourteen {14) days after the meeting in
which the proposed maiter was rejected by o negative vote. Any
portion of such proposal that is not rejected shall insofar as possible
be caried out. At least seven {7) days pror to such second
meeting, the Party casting the dissenting vote shal! provide to the
other Party in writing in reasonable detail the reasons for such
dissenting vote. If such written reasons are not provided at least
seven {7) days prior to such second meeting, then the proposal shall
be deemed approved. In such second meeting the agendda shall
comprise such written reasons as provided by the dissentfing Party, If
unanimity is not obicined in the second meeting, then the
Managemen! Committee shall meet a third time within fourieen
{14) days ofter the second meeting, If unanimity s not obtained
during the third meeting then NPDC and SEPTA may agree 1o
appoint an independent qualified exvert to advice on the matier,
which acivice shall be binding on the Parfies. In the event of failure
of the Parties to agree to the appointment of the said expert the
provisions of Article 23 shall apply.

The FParfies shall be bound and abide by each decision of the
Management Committee duly made in accordance with the
provisions of this Agreement,

NPDC shall exercise ifs votes in such mannar to give effect to
decisions and procedures in accordance with the decisions of the
Management Committee and shall implement Management
Committee's decisions at any Operating Committee meeting.

The Mahagement Committee shall establish technical sub-committees
and any other advisory sub-committees from time to time os it considers
necessary such os finance ond budget and legal/services sub-
committees:

{a]

Each sub-commiftee established pursuant to this Aricle 7.5 shall be
given terms of reference by the Management Committee and shall
ke subject to such direction and procedures as the Management
Committee may give or determine.

The Management Commitiee shall appoint the members of the
sub-committees which shall comprise equal representation from
the Parties, The chaoirmen and the secretaries of the sub-
committees shall be appointed by the Management Committee.

R
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{c) The deliberations and recommendations of any sub-committee
shall be advisory only and shall become binding ond effective
vpon acceptance by the Management Committee.

7.6 The Management Committee shall cease fo exist upon the expiration of
the conduct of Petroleum Operations by PMT: thereafter a new body
shali be established to be known as supervisory committee to take cars
of SEPTA's continued interest in the reserve.

7.7 SEPTA shall attend dil joint operating agreement Operation Commities
meetings as NPDC's adviser. SEPTA shall be an abserver and not entitled
to vote ai the meetings,

ARTICLE 8

EUNDING OF PETROLEUM OPERATIONS

8.1

8.2

8.3

8.4

SEPTA shall provide alf the funds required for NPDC's 55% share of
Pefroleum Operation Costs, {subject to Arficle 8.2) in accordance with
approved Work Progromme and Budget. A review of the Work
Programme shall be concluded by PMT subject to approval of the
Management Committee within fifty (50) days from the Effective Date fo
estimate the copifal investments for the Development and the required
initial Working Capital. Based on this review the Management Committee
shall within seven (7) days opprove the amount for the capitgl
investments, which shall be covered by the parent company guarcniee,

The costs incurred by the Parties in carrying out Petroleum Operations shall
e recovered by the Parties through Cost Ol or Cost Gas, in accordance
with Arficle 10 and the Accounting Procedure as set out in Annex ‘G,

All bank fransactions shall be made through bank accounts opened and
maintainedby SEPTA exclusively for the Petroleum Operations.

SEPTA shall open and maintain project bank account(s] exclusively for
funding Petroleum Operations and shall procure that NPDC shall have
unlimited inquiry and audit mondate and a right fo copies of ol
information and transactional documents including ¢l accounts records
and bdlances as they occur from bank accounts and project bank
accounts referred 1o 1n Articles 8.3 and 8.4,

if aofter takeover of Petroleum Operations by NPDC pursuant to Article 6.5

hereof, the Parlies agree thot production con be increased and
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8.6

8.7

addifional Development Costs are required to add facilities not inciuded
in the development programme, including but not limited to in-fill wel,
secondary recovery facilities, additional processing facilifies, deeper wells
and artificial lift, SEPTA shall provide NPDC share of Pefroleum Operations
Costs required to carry out such additional development acilivities.

The additional capital investments referred 1o in Arlicle 8.6 hergof shall be
recovered by SEPTA through Cost Qil and Cost Gas in accordonce with
Articie 10 and the Accounting Procedure, and SEPTA shal be entitled to
receive a snare of Profit Oil and Profit Gas over the additionat production
as provided for in Arficle 10.2 hereof.

SEPTA shall bear all losses associated with funding NPDC's 55% share of
Petroleum Operations under this Agreement.

ARTICLE ¢
DEVELOPMENT PROGRAMME AND BUDGETS

2.1

If NPDC is designaled the Opergtor of the Contract Area or part thereof
within sixty (60} days from the Effective Date, PMT shall submit to the
Management Commities for approval, the development plan which shall
include the development programme and relevant Budget approprictely
apportioned info yearly phases,

At the meelings of the Management Committee to consider and
approve the Work Programme and Budget for each vear, PMT shall submit
a reporl on organizational structure to be uliized for conduct of
Petraleum Operations in accordance with Annex B, During such meetings,
PMT shall report on the review of the actual performance of
organizational structure for the previous vaar.

The Development pian shall include the Work Programme and Budget,
apportioned into quarterly phases, tc be caried out under the
Development plan dwing the remainder of the financial vear. In respect
of subseguent financial years, the Work Programme and Budget shall be
submitied not loder than 31 August of the preceding financiat year. Such
Work Programme and Budget shall comprise all requisife services
including, but not limited {o, environmental studies, driling and
completion programmes, construction and assembling of fleld instalialions
and egquipment, as may be necessary to permit the production, storage,
fransportetion and delivery of Crude Ol and Natural Gas from the
Contract Areq. The Development programme and Budget shall be

deldiled as necessary. .




74 PMT shall submit to Management Committes any revision of the annual
Development programme and Budget, ANy such revision of the cpproved
Development Budget shall be made by mutual agreement. In the avent
of emergency or extraordinary circumstances that require immediate
action, PMT may take actions it deems necessary to protect life and
property and the interest of Parties and shall promptly notify Parties In
wriing within forty-eight (48] hours notwithstanding the provisions of 1his
Article 9.4 any cost so incurred sholl be recoverable.

REST OF PAGE INTENTICNALLY LEFT BLANK
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ARTICLE 10

RECOVERY OF PETROLEUM OPERATIONS COSIS AND CRUDE Ol AND NATURAL
GAS ALLOCATION

10,1 Crude Oil and Noturat Gas Allocation

The allocation of Avdailable Crude Oif and Available Natural Gas shall be
in accordance with Annex “C", Annex “D" and this Arlicie 10, as follows:

(@)  Royalty Ol and Rovalty Gas shall be dllocated to NPDC in such
quantum as will generate an amount of proceeds equal to NPDC's
Royaity applicable to the Contract Area.

{#]] Cost Oit and Cost Gas shall be allocated to the Parties in such
quantum s will generate an amount of proceeds sufficient to
recover the following:

. Un-depreciated cosfs associaied 1o Capital Costs as
cefined in the Accounting Procedures incured prior to
execulion of this Agreement shall be allfocated to NPDC;

li.  Development Costs and Production Costs related io the
Production of P1 Developed reserves as agreed in the
production profile attached herelo as Annex H shall be
allocated to SEPTA:

Il Incremental investment {Development Costs and Preduction
Cosis), made by SEPTA shall be recovered from incremental
volumes [i.e. the monthly production from 2P reserves less
the Pl Developed reserves s indicated in the production
profile attached herele as Annex H} shall be dllocated to
SEPTA.

Cosis expended in United Slates Dollars will be recovered in United
States Dollars through Cost Cil and Cost Gas allocations: costs
expended in currencies other than United States Doliars will be
converted 1o United Siates Dollars at the iast available exchange
rate and recovered through Cost Gil and Cost Gas aliocation.

{c) Tax Ol and Tax Gas shall be allocated to NPDC in such guanium as

will generate an amount of proceeds egual to the PPT and CIT

liability relevant fo the production in the Contract Area. .
o
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Profit Qi being the balance of Available Crude Ol affer deducting
Royalty Oil, Cost Gii and Tox Oil and Profit Gas heing the balance
of Available Natural Gas after deducting Rovally Gas, Cost Gas
ond Tax Gas respeciively shall be shared by the Parties pursuani to
the Accounting Procedure s follows:

I, Profit Ol and Profit Gas attibutable to un-depreciated costs
associated to Capital Cosls incurred prior to execution of
this Agreement as indicated in the preduction profie
attached hereto as Annex H shall be allocated in the
following ratio:

NPDC - Ninety per cent [20%)
SEPTA - Ten per cent (10%)

iI. Up to the full recovery of Development Cosis by SEPTA Profit
Ol shaill be dllocated in the following rotio:

NPDC - Forty per cent {40%)
SEPTA - Sixty per cent {60%)

Thereafter, Profit Qil shall be aliocuted in the following ratio;

NPDC - Sixty five per ceni {65%)
SEPTA - Thirty five per cent (35%)

.  Up to the fulf recovery of Development Costs related to the
contingeni resources development, Profit Ol shall be
dllecated in the following ratio:

NPDC - Forty per cent {40%;)
SEPTA, - Sixty per cent (60%)

Thereafter, Profit Oil shall be allocated in the following ratio:

NPDC - Sixty five per cent (65%)
SEPTA - thirty five per cent {35%)
P
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iv. Up to the full recovery of Developrnent Costs regarding non
associated gas by SEPTA, Profil Gas shall be allocated in the
following ratio:

NPDC - Forty per cent [40%)
SEPTA - Sixty per cent {60%)

Thereatter, Profit Gas shall be allocated in the following rotio;

NPDC - Sixty five per cent {65%)
SEPTA - Thirty five per cent (35%)

v. Up to the full recovery of the Development Costs o the
contingent resources development, Profit Gas shall be
dllocated in the following ratio:

NPDC - Forty per cent {40%)
SEPTA - Sixty per cent (60%)

Thereaotier, Profit Gas shall be allocated in the following ratic:

NPDC - Sixty five per cent (65%)
SEPTA — thirty five per cent [35%)

Each Party shall take in kind, lift and dispose of its cliocation of Cost Cil,
Cost Gas, Profit Ol and Profit Gas in accordance with the Ufting
Procedure (Annex D},

Fither Party may ot the request of the other. ift the other Party’s Cost Qil,
Cost Gas, Profit Ol and Profit Gas pursuant 1o Article 10.1 and the lifting
Pearty shall within thirty {30) days wransfer to the cccount of the non-ifiing
Parly the proceeds of the sale 10 which the non-ifting Party is entitled.
Overdue payments shall bear interest at the annuat rate of three (3)
months LIBOR,

Either Parly may purchase any portion of their respective dllocation of
Cost Oil, Cost Gas, Profit Ol and Profit Gas from the Contract Areq.
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10.6  Both Parties shall meet on monthly basis as mey be agreed to reconcile

all Crude il and Natural Gas allocated and lifted during the period as
per Annex “E",

ARTICLE 11
VALUATION OF AVAILABLE CRUDE OIL

1.1 Available Crude Qil shaif be valued in accordance with the following
procedurss:

i"“*‘ [a) On the commencement of production from new reservolrs, PMT
; shall engage the services of an independent laboratory of good

repute to determine the assay of the new Crude Ol

When a new Crude Oil stream is produced, liftings shall be made
for g tricil marketing petiod of three (3) calendar months or the
period required to it the first three [3) cargoes, whichever is
shorler. During the tic! markating period PMT shall:

(i) collect samples of the new Crude O upon which the assay
shall be perfformed as provided in Article 11.1 {g) abave:

(ii) determine quality and vield patiern of the new Crude Qil:

(i) share in the marketing such thot each Party markets
approximately their proportionate share of the new Crude
O, notwithstanding the fact that o Party’s share of Available
Crude Cil may be lifted in the process; payments thereafter
shall be made in accordance with Article 10.5;

{ivi  exchange information regording the marketing of the new
Crude Gil including documents which verfy the sales price
and terms of each lifting;

(v} apply the actual F.OB. sales price to defermine the price of
eqch iifting. Such F.OB, sales pricing for each ifting shail
continue after the hial marketing period until a valuation of
the new Crude Oil has been completed but in no event shall
it be longer than ninety {90} doys after conclusion of the trial
marketing period.

As soon s practicable but in any event not later than sixty {60)
days after the end of the trial marketing period, PMT shall review
the assay, vield, and actual sales data, PMT shall present o
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11.2

proposal for the valualion of the new Crude Ol A valuation
method either spot related or any other method acceptable to
both Parlies shall be established for determining the price for ecaich
lifting of Available Crude Cil. Such valuation method shall be in
accordance with the Official Seling Price published by NNPC or
relevant government authority. It is the intenfion of the Parties that
such prices shall reflect the frue market value of the new Crude Ol
The voluation method determined hereunder (including  the
product yield values) shall be mutually agreed within thirty [30)
days from the oforemeniioned meeling faiing  which;
defermination of such valuation shall be referred to  an
independent consultant.

upon the conclusion of the rial marketing period, the Parties shall
be entitled to [iff their share of available Crude Ol pursuant to
Article 10 and the Lifting Procedure.

when a new Crude Cil stream is produced from the Contract Area
and Is co-mingled with an existing Crude Oil produced in Nigeria
which has an established Official Selling Price basis then such basis
shall be applied to the extent practicable for determining the
Officicl Selling Price of the new Crude Oll. PMT shall meef and
decide on any appropriate medificalions 1o such established
valuation basis which may be required to reflect any change in the
market value of the Crude Oil as a result of co-mingling.

If in the opinion of either Party an agreed price valuation method fails to
reflect the market value of the Crude Oil produced in the Confract Areq,
then such Porty shall propose 1o the other Party modifications to such
valuation method once in every six (4] months but in no event more than
twice in any year. The Parties shall then meet within thirty (30) days of such
proposal and mutually agree on any modifications io such valuation
within thirty (30) days from such meeting failing which, determination of
such valuation shall be referred 1o an independent consultant,

REST OF PAGE INTENTIONALLY LEFT BLANK
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ARTICIE 12

PAYMENTS

12,

12.4

In each accounting period, encugh Crude Oil and Natural Gas shall be
allocated to meet Cost Oil and Cost Gas obligations respecively,

The method of payment of any sum due from SEPTA fo NPDC and vice
versa shall be in accordance with the prevaiing guidslines of the Federal
Ministry of Finaonce of Nigerio, the Central Bank of Nigeria and in
accordance with Annex G,

Unless otherwise provided herein, any payments which NPDC is reguired
to make to SEPTA or which SEPTA is required to make to NPDC pursuant
fo this Agreement shall be made within forty five {45) days following the
end of the month in which the obligation to make such payments acours,
Overdue payments shall bear interest at the annual rate of three {3)
months LIBOR.

f any of the Parties engages in activiies or business oulside Pelroleum
Operations, the cost of the facilities, assets and personnel, if any, used for
such business or activities shall not be chargeable to the operations.

REST OF PAGE INTENTIONALLY LEFT BLANK
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ARTICLE 13
UTILISATION OF NATURAL GAS

131 NPDC’s share of Natural Gas produced from the Contract Areq pursuant
o Development shall be dllocated in accordance with Article 10, The
field development programme shall address gdas ulilization for the
Contract Area and shall be subject fo the approval of the Maonagement
Commiftee,

132 Notwithstanding the provisions of Article 13.1 hersof, the associated
Natural Gas produced with Crude Qi may be utilized at no cost fo the
cperations &5 fuel for Production Operations, gus recycling, secondary
recovery by gas injection, gas lift, or any other economical secondary
recovery schemes, stimulation of wells or artificicd lifts necessary for the
Confract Area's full Development. Such usage shall be with the prior
written consent of NPDC, such comsent shall not be unreasonably
withheld.

13.3 The Development plan tc be approved pursuant to Article 2.1 will contain
plans to use Natural Gas both for operational and commercial puUrposes,
fo meet the objective of zero floring,

13.4 Inthe event that gas is flared in the course of production, the penaity shall
be treated as part of Production Cost.

REST OF PAGE INTENTIONALLY LEFT BLANK
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14.2

14.3

15.1

15.2

15.3

14,1

ARTICLE 14

TRAINING OF NPDC PERSONNEL
SN W NPDC PERSONNEL

Each year SEPTA shail submif G detailed programme for trai

for the following vear in respect of NPDC and N
training programme shall be mutudll
reflect any specific requirement of Np

ning
NPC personnel. The final

Y agreed by the Parties and shall
DC for implementation by SEPTA.

Costs and expenses incurred b
personnel, both on the job tra
included in Development Costs
period at which the relevani CO
Cosi Oil and Cost Gas,

y SEPTA in training NPDC and NNPC
ining and work attachment, shall be
or Production Costs, depending on the
sis are incurred and recovered through

SEPTA shall also

provide for fraining faciliies, in accordance with Article
4.1 (cl)

ARTICLE 15

SUB-CONTRACTORS

Subject to NPDC becoming the Qperatcr and within ninety {90)
such appointment thereafter, annudlly at the commence
financial yvear or as may He reguired at any other time, Pm
and submit to Management Commitiee for approval, ¢ list
and sub-confractors who may, os Petro
invited by PMT 1o bid for contracts,

days from
ment of every
Tshall prepare
of contractors
leum Operations demand, be

Subject to the provisions of this Arficle 15.1, PM
prior approval of Management Committee to

sub-contractors for performing services which PMT is obliged to perform
under the terms of this Contract. Such serv

ices, however, shel be
performed for and on behaif of PMT who shall r

emain directly responsible
for the performance of these services, Such contracts/ sub confracts shall
be in the name of NPDC.

T has the right upon the
engage confractors and

{a) Approval shall not be required for contracts whaose price is less

than One Hundred fhousand (100,000) United States Dollars or its
equivalent in Naira or other currencies;
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15.4

15.5

15.6

o} PMT shall promptly deliver fo Management Committee ¢ copy of
each of the confracts referred to in this Article 15.3 following the
execution thereof.

Notwithstonding the provision of this Article 15 oll contract awards shall be
by compeiilive tendering process.

In any event, for coniracts whose contract price is equal to or exceeds
One Hundred Thousand {100,000) United States Dollars or the equivalent in
Nairg, or other currencies, PMT shall select its contraciors from the list of
approved qualified contractors as provided for in Arficle 15.1 hereof and
such selection shall be by means of competitive bidding with preference
being given o Nigerian persons and entifies, as provided for In Annex F of
this Contract, The contract recommendation shall be considered and
approved by the Management Committee.

Subject to Arficle 15.4 hereof, PMT shall, wherever possiple, utilize/exfend
for Petroleum Qperations existing/valid contracts/agreements with NPDC
and/or SEPTA's Affiliaies by direct negotiations subject to prior approval of
the Management Committes.
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ARTICLE 14

BOOKS AND ACCOUNTS. AUDIT AND OVERHEAD CHARGES

16.1

16.2

Books oind Accounis

PMT shail keep complete books of accounts for which they are
responsible which shall be consistent with modarn petroleum industry and
generally accepted accounting principles and procedures. The statutory

books and accounis of his Agreement shall be kept in Noira and United
States Dollars, Al other ooks of accoun

Audifs

The Parties and their external auditors shall have the right 1o inspect ang
audit the books and accounts relating to this Agreement for any year by
giving thirty (30) days wiitten notice fo PMT. The FMT shall facilitale the
work of such inspection and auditing, provided, however, that the costs
of such inspection and audiiing shall be met by the Party, and provided
clso that if such inspection and auditing have not been 30 caried oul
within three [3) vears following the end of the year in quesfion, the books
and gcoounts relafing fo such year shall be deemed to be cccepted by
the Parties as satisfactory, Any exception must be made in writing ninety
(90] darys following the end of such eudit and failure 1o give such written

notice within such time shall establish the correctness of the books and
accounts,

™ REST OF PAGE INTENTIONALLY LEFT BLANK
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17.1

17.2

17.4

17.5

18.1

18.2

ARNCLET7
TAXES, ROYALTIES, RATES AND DUES

Customs duties and other duties levied on imports and services by reason
of PMT activities in performing Development and Production Operations
hereunder, pursuant fo Ardicles 8.1 and 8.2 shall be regorded os
Development Costs and Production Costs, as the case may be and shall
be recovered by the Parties in the manner provided for in this Agreement.

Taxes due on SEPTA’s income, in accordance with CITA shall be borne by
SEPTA and shall not under any circumstances be reimbursable 1o SEPTA.

NPDC shalt pay ifs share of PPT and Royalty crising from the production of
Crude Ol won and saved in the Contract Areq.

The Official Selling Price os advised by the relevant government authorities
and established by this Agreement shall be used in determining the
amount of NPDC’s share of PPT and Rovally in respect of Availabls Crude
Qil and Available Natural Gas preduced and lifted from the Confract
Areq.

SEPTA shall fake all the necessary steps fo ensure that the taxes which
SEPTA must pay in accordance with this Article 18 shall be accurately
paid, as and when due.

ARTICLE 18
INSURANCE

In the event NPDC becomes Operator, all property acquired under the
provisions of this Agreement shall be odequately insured with an
insurance company of good repufe by PMT in the name of the NPDC
with limits of fiobility not less than those required by Nigerian laws and
reguiations. The premium for such policies shall be included in Petroleum
Qperations Costs.

In case of foss of or damage to properiy, Indemnifications paid by the
insurance companies shall be entirely received by NPDC for which
prompt report shall be made 1o PMT not later than seventy two {72) hours.
The amount so received shall be lodged in an account of and in the
name of NPDC that it shall neminate, PMT shall delermine whether the lost




18.4

i8.5

or damaged property should be repaired, replaced or abandoned, If the
decision of PMT is fo repair or replace, PMT shall immediately replace or
repair such lost or damaged property, the cost of which is recaoverable. In
the event that the loss or damage s attiibutable to SEPTA's {Gross
Negligence such cost of replacement or repair shall hot be recoverable
as Pelroleum Operations Cost.

PMT shall iake out and maintain an insurance policy covering any and all
damages caused 1o third parties as a direct or indirect result of Petroleym
Operations in the nome of NPDC. SEPTA shall defend and hold NPDC
harmiess from damages and losses caused o third parties a5 o

consequence of SEPTA Gross Negligence or Willful Misconduct In the
performance of this Arficle.

Alf insurance policies under this Arficle 18 shall be based on good
infternational petroleumn industry practice and shall be icken out in the
Nigerian market except for those concerning risks for which PMT cannot

obtain coverage in Nigeria which shall be taken out abroad, 1o the extent
reguired by law.

in entering info contracts with any sub-confractor for the performance of

third parties.

under Nigerian law.

ARTICLE 19
CONFIDENTIALITY AND PUBLIC ANNOUNCEMENTS

prior written consent.

Petroleurm Operafions, PMT shall require such sub-contractor to take
adequate insurance in accordance with Article 18,1 and 18.3 above and
o properly indemnify NPDC and SEPTA for any damage done and to
property indemnify and hold NPDC and SEPTA harmless against claims from

18.6  PMT shall maintain other insurance policies in the name of NPDC required

19.1 The Parties shall keep information mutually exchanged ond all plans,
maps, drowings, designs, data, scientific, technical and financial reports
and ofther data and information of any Kind or nature relating to
Pefroieum Operations including any discovery of hydrocarbons as strictly
confidential, at all fimes, and shall ensure that their entire or partiol
contents shall under no circumstances be disclosed by the Parties in any
announcement fo the public or fo any third party without the other Party's

Wﬁr




19.2

19.3

19.4

The provisions of this Arlicle 19 shall not apply to disclosure to:

{a] sub-confractors, Affiliates, assignees, cuditors, legal advisers,
provided that such disclosures are required for the effective
perfformance of the aforementioned recipients’ duties relaled fo
Pefroleum Qperatians;

{b) comply with statutory obligation or the requiremenis of any
governmental ogency in which case SEPTA will notify NPDC of
any information so disclosed,

{c) finance insfitutions involved in the provision of finance for the
operations hereunder provided, in ol such coses, that the
recipients of such data and information agree in wilting to keep
such data and information strictly confidentiall,

(d) a third party for the purpose of negeliating an assignment of
interest hersunder provided such third parly executes an
undertaking to keep the information disclosed confidential.

Parties shall take all necessary measures in order {0 make their employess,
agents, representatfives, proxies and in the cose of PMT, sub-coniractors
comply with the some obligations of confidentiality provided for in this
Article 19,

The provisions of this Arficle 19 shall not be voided by the expiry or
termination of this Agreemeni on any grounds whatsoever and these
provisions consfitule o continuing obligation and accordingly  the
restrctions arising therefrom shall be in force ot all fimes.

The Parties shall use thelr best endeavours to ensure that their servanis,
employess, agents and in the case of PMT, subbcontractors shalt not make
any reference in public or publish any notes in newspapers, periodicals or
books nor divulge, by any other means whatsoever any information on
the gctivities under PMT's responsibility, or any reports, data or any facts
and doguments that may come o thelr knowledge by virtue of this
Agreement, without the prior written consent of the other Party.

PMT shadl submit 1o NPDC all staiutory reports and information for
submission to Government and other statutory bodies.
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ARTICLE 20

FORCE MAJEURE

201

20.2

Any failure or delay on the part of either Pq

obligations or duties under this Agreement shall be excused to the extent
attibutable to Force Majeure, A Force Mdjeure situation shall include
delays, defaulis or inability to perform under this Agreement due o any
event bevond the reasonable control of either Parly. Such event may be,
but is hot iimited to, any act, event, happening, or occurrence due to
natural causes: and acts of periis of navigation, fire. hostilities, war
[declared or undeciored), blockade, labaur disturbances, strikes, riots,
insurrection, civil commaotion, quarantine restrictions, epidemics, storms,

floods, earthquakes, accidents, blowouts, lightning, and acis of or orders
of Government.

rty in the performance of its

if operations are delayed, curtalled or
the time for carnying out the obligation

obligations hereunder, shall be extende
thus involved,

prevented by Force Mdjeure, then
and duties thereby affected, and
d for o period equal to the period
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ARNCLE 21
LAWS AND REGULATIONS

21

2.2

This Agreement shall be govemned by and construed in accordance with
the laws of the Federal Republic of Nigeria and any dispute arising
therefrom shall be determined in accordance with such laws.

In the event that any enactment of or change in the laws or regulations of

Nigeric or any rules, procedures, guidelines, instructions, directives, or
policies, pertaining to the Agreement introduced by any government
depariment or parastatals or agencies cccurs subsequent to the Effective
Dote of this Agreement which materially and adversely affects the rights
and obligafions or the economic benefits of Parties, the Parties shall use
their best efforts to agree to such medifications 1o this Agreement as will
compensate for the effect of such changes. If the Parfies fail to agree on
such modifications within o period of ninety {90} days following the date
on which the change in question took effect, the maiter shall thereafter
be referred at the option of either Party to arbitration under Arficle 22
hereof. Following arbitrator’s determingtion, this Agreement shall be
deemed forthwith modified in accordance with that determination.
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ARTICLE 22

ARBITRATION AND CONCILIATION

22.)

if a difference or dispule arises between NPDC and SEPTA concerning the
interpretction or performance of this Agreement, and if the Parfies fail 1o
settle such differences or dispute by amicable agreement, then either
Party may serve on the other o demand for arbifration.  Within thirty {30)
days of such demand being served, each Party shall appoint an arbitrator
and the two arbitrators thus appointed shall within g further thirly (30} days
appoint a third arbitrator and i the arbitrators do not agree on the
appointment of such third arbitrator, or if either Party fails 1o appoint the
arbifrator fo be appointed by it. such an arbitrator or thirg arbitrator shall
be appointed by the Head of the Nigerian branch of Chartared Institute
of Arbitratars in accordance with the provision of the Arbitration and
Conciliation Act Cap A18 LFN 2004, Notice of the intention to apply to the
Chartered institute of Arbiirators shall be given in wriling by the applicont
Party. to the other Parly, and when appointed, the third arbitraior shall
convene meetings and act as chairman thereat, If an arbitrator fails or is
unable o act, o successor shall be appeinted by the respective Party or
by the arbitrators in the event the chdirman musi be succeeded, The
arbitration award sholl be binding upon the Parties and the expenses shall
Le borne by the Paries in such proportion and manner as may be
provided in the award. The venue of the arbitration shall be anywhere in
Nigeria as agreed by the Parties.
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ARTICLE 23
REPRESENTATIONS AND WARRANTIES

23.1 In consideration of NPDC entering info this Agreement, SEPTA warrants os
follows:

{en) SEPTA i3 not offiliated directly or indirectly with SEFLAT Petroleum
Development Company Limited;

(b}  SEPTA has the power to enfer inte and perform this Agreement and
has taken all necessary action to execute, deliver and perform the
Agreement in accordance with the terms herein contained.

{c)  The execution, delivery and performance of this Agreement by
SEPTA will not confravene in any respect, any of the provisions of:

(1} any law or regulations or order of any government authority,
Agency ot Court applicable to or by which SEPTA may be
bound.

{2 any morigage, agreement or other underiaking or
instrument 1o which SEPTA is a party or which is binding upon
it or any of ifs respective revenues or assals,

{d)  Full disclosure has been made to NPDC prior 1o the Effective Dole
of all facts in relatfion to SEPTA and its financial condition and aoffairs
as is material and ought properly to be made known to NFDC.

[e)  SEPTA have the requisite funds both in foreign and local currencies
to carry out NPDC's 55% share of Petrolaum Operations under the
Contract Arec.

(f) The representations and warraniies set out above shall survive the
execution of this Agreement.

23.2  SEPTA shall provide a parent company guaraniee.
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ARTICLE 24

TERMINATION

241

24,2

NPDC sholl be entitled 1o termi

nate this Agreement if any of the following
events occur:

{Q] SEPTA defaults in the performance of

its material ooligations set
forthin Article 4.1 o))

{o)  SEPTA defaults in the rearfor

mance of its obligations as set forth in,
4.1{b] of this Agreement.

SEPTA assign its rights and interest

$ under this Agreement, without o
prior written notice and prior wiitt

en consent of NPDC.

SEPTA s adjudged insolvent,

kankrupt or to have made restitution
fo its creditors by a Court of ¢

ompetent jurisdiction in Nigeria,

fe)

SEPTA liquidate or terminate ifs corporate existence,

(f} There is o breach of SEPTA's parent company guarantee.

gl s established and confirmed that SEPTA and SEPLAT Peiroleum

Development Company Limited are Affiliates.

(h) The disposal of SEPTA's rights and interests under this Agreement

hrough the sale of its parent company:
{i} The attcinment of 335 Millicon BOE subject to Article 3.1.

Termination for any of the events specified in this Arficle 241 (c-i} above;
shall be with immediate effect and NPDC may by wrifien notice to SEPTA
declare the Agreement terminated.

if the cause for termination is an event specified in Artic
NPDC may give wiitten notice thereof to SEPTA 1o
within a period not iess than thirty {30)
nofice. If upon the expiration of the

te 24.1(a} and (b},
remedy such default
working days of receipt of NPDC's
said peried such defaull has not

s
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244

24.5

been remedied or removed, the Agreement shall auiomatically
terminate,

Except such rights of SEPTA that may have accrued prior to the date of
termingtion, SEPTA's rights shall cease upon termination of this Agreement.
Such termination shall take place without prejudice to any ofher rights or
remedies which may be available fo either Party.

Without prejudice to alt other rights of NPDC herein contained, SEPTA shall

vpon the tfermination of this Agreement permit inspection, capying and
auditing of eperations cocounts and records.
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NONICES

251

Any notices required to be given by either Party to the other shall be in
writing and shall be deemed to have been duly given if sent and
received by e-mail, mail, fax, telegram or caple {confrmed by mail) or
registered post jo, or hand delivered at the following registered offices:

NIGERIAN PETROLEUM DEVELOPMENT COMPANY LIMITED,
62, SAPELE ROAD,
BENIN CIiTY, NIGERIA

SEPTA;

SEPTA ENERGY NIGERIA LIMITED,
HALLIBURTON HOUSE,

PLOT 90, AJOSE ADEQGUN STREET,
VICTORIA ISLAND, LAGQOS, NIGERIA.,

Either Party shall notify the other promptly of any change in the above
address.
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ARTICLE 24

GEN

E

1 .

26,2

26.3

26.4

26.5

26.6

N\

RAL PROVISIONS

: iri_consultcfion with NPDC, SEPTA shall obicin and pay for all necessary
‘permits or authority for the Use of any patent, device, insirument and the
like not belonging to SEPTA, necessary for the cperations and such cost

“shall be recovered. SEPTA agrees to defend af ifs own expense and after

consultation with NPDC, i legal proceedings brought against it or NPDC
claiming infriingement of a patent on any method or equipment selected
or furnished by SEPTA or in its performance of the obligations under this
Agreement, provided NPDC notifies SEPTA promptly in writing of any such
infringement or cloim against it and gives SEPTA authority, information and
assistance (at SEPTA's expense) for the defense or assisiance in defense of
such proceeding. NPDC may be represented by its own counsel at
SEPTA'S cost and may participate in proceedings to which it and SEFTA
are defendants, provided however that SEPTA shall control the deferse
ihereof.

This Agreement is drawn up in the English Llanguage and the affairs of the
Agreement shall be conducted in the English Language.

Except as provided in Articies 3, 24 and 26.9, this Agreement shall not be
Terminated, amended or modified in any respect except by mutuagl
consent in writing of the Parties hereto.

The tifle of this Agreement, the sequence and headings of the Articles of
this Agreement have been adopted for identification and reference
purposes only, and do not and shall not affect the meaning or
interpretation of this Agresment,

if at any time, any provision of this Agreement is or becomes ilegal,
invalid, or unenforcedble in any respect under the laws of any relevant
jurisdiiction, neither the legality, validity or enforceability of the remaining
provisions nor the legality, validity or enforceability of such provisions
under any other laws, shall in any way be offecied or imeadired thereby
and the remaining provisions of this Agreement shall be construed and
enforced as if the Agreement did not confain such invalia, itegal or
unenforceable provisions.

This Agreement fogether with attached Annexes shall constitute the entire
agreement between NPDC and SEPTA in respect of the ransaciion
confemplated herein and shall supersede all previous airgngements,
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prornises, agreements, correspondences, etc. made In relation o this
Agreement.

SEPTA hereby represents and warrants that it has not engaged and shalf
not engage any person, fim or company os a commission agent for
purposes of this Agreement and that it has not given or offered to give
{direcily or indirectly) to any person any bribe, gift, gratuity, commission or
other thing of value, as any inducement ar reward for doing or forbearing
o do any action or take any decision in relation to his Agreement or for
showing or forbearing to show favour or disfavour to any person in relation
itereto,

SEPTA further represents that it shall not either directly or indirectly give o
any person, director, employee, representative or agent of NPDC or any
Government  official  any commission, fee, rebate, gift or any
enfertainment of significant cost or vaiue, and shall not procure the
services of any commission agent or other third party 1o give any such gift,
fee, reword, concession, bribe, entertainment of signiticant cost or value
or any thing of a similor nature, for the purposes of influencing or inducing
posifively or adversely the execution of this Agreement or the doing of any
act in connaction with this Agreement.

If SEFTA or any of ifs personnel, represeniatives, agenis or sub-contractors
gives or offers to give (directly or indirectly) fo any person any such
inducement or reward or anything of value, NPDC shedl terminate this
Agreement immediately SEPTA without prior nofification, It is herety
expressly stated that the termination of this Agreement under this provision
shall not be deemed a breach of the Agreement by NPDC and shall not
give rise to any claim for cost of compensatfion or [oss of profit on the part
of SEPTA.

NPBC agrees to indemnify, keep indemnified and hold harmiess SEPTA
cgainst any costs, decommissioning liabilities and envirenmenial liabilities
of whatsoever nature and howsoever arising and any costs, expenses,
liabilities or other chorges incurred as @ result of or in connection with any
fermination, dismissal or redundancy of any person employed or engaged
by NPDC arising prior to the Effective Date.,
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. ARTICLE 27
IRANSFER OF PROPERTY UPON TAKE OVER OF OPERATORSHIP BY NPDC

271 Upon the effective date of toke-over of operatorship pursuant to Article
6.5, SEPTA shall through the PMT deliver and/or fransfer o NPDC the
following but not imited to:

(1 possession of all property including all equipment, inventores and
funds held by SEPTA.

{i) originals of pertinent books of cccount and records
maintained for the operations; and

(i) criginals of oll documents, agreemenis and other papers
relating 1o the operations.

27.2  SEPTA shall upon delivery of above lisied iterns, be cerfified as to having
complied with the foregeing cbiigations. Provided SEPTA shall nevertheless
remain liable for any obligafions and liabilities arising solely from #is faiure
to disclose any matters that ought fo have been disclosed to NPDC prior
10 the take-over of operaiorship.

27.3 Al expenses incurred in connection with the change of operatorship

hereunder, including the deliveries and transfers required by Article 27.1
shall be for Froduction Operations Account.
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= execufed the day and year first above written,

_S_igned for and on behaif of
‘NIGERIAN PETROLEUM DEVELOPMENT COMPANY LIMITED

by

_. Nl
oo AIYE..| e MEMRERE
| Designation:.. n%ﬂﬁ‘(b’foct bHQEQH}IZ

o Signature:. .

In the presence of:

........................................................................

Designation:..... WM//’W&L .......... CCRAC. Pyiea
Signed for and on behalf of

SEPTA ENERGY
by;

5 IN WITNESS WHEREOF THE PARTIES herein have caused this agreement to be
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