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PRODUCTION SHARING CONTRACT
BETWEEN

The KURDISTAN REGIONAL GOVERNMENT OF IRAG (hercaffer reforred to as the
“GOVERNMENT"), duly represented by the Minister of Natural Resonrces,

AND

TALISMAN (BLOCK K9) B.V., a company established and existing imder the laws of The
Netherlands, whose registered office is atl Atrdum Building, Strawinskylann 3159 1077, ZX
Amsicrdam, The Netherlands;

AND

COLWYN INVESTMENTS LIMITED, a company sstablished and existing under the laws of
the British Virgin islands, whose registered office ts Palm Grove House, P.O. Box 438, Road
Town, British Virgin [slands;

{hereatter referred to as the “CONTRACTOR™)
WHEREAS

[A) The GOVERNMENT wishes to davelop the petroleum wealth of the Kuyrdistan Region
{as detined in this Contract) in a way that achieves the highest benefit to the people of the
Kurdistan Region and all of Traq, using the mest advanced technigues of market
principles and encouragmg investment, eonsistent with the Constitution of Traq including
Article 112 thereof;

{BY Tnaccordance with the Constitution of Irag, the prevailing law of the Kurdistan Region is
the Kurdistan Region Law (ag defined in this Centraet), except with regard te a matter
wholly within the exclusive jurisdiction of the Government of Iraq;

(Cy  The National Assembly of the Kurdistan Region approved the Oil and Gas Law of the
Kurdistan Region — Iraq (Law WNo. 22 of 2007) which law rcgulates Petrolcum
Operations, includng production sharing contracts;

(D} The GOYERNMENT intends to present to the National Assembly of the Kurdistan
Region & faw cor laws to authorise the GOYERNMENT, by contract ¢r other
authonsation, ™ exempl ipvestons 1 long rm projecls relating 1 the conduet of
petroleum eoperations in the Kurdistan Region from Kurdistan Region taxation, to
indemnify such holders against liability to pry such taxation, and/ov o guarantee the
stabiluty of the applicable legel, fiscal and economic conditions of such projects;

{E) The CONTRACTOR is a group of companics



()

it with the financial capability, and the technical knowledge and technical ability, 1o
carry out Petroleurn Operations i the Contract Arga (25 defmed in this Contract)
under the tarms of this Contract;

(i) having a record of complience with the principles of good corporate citizenshin;
and

(i) walling te conperate with the GOVERNMENT bty entermyg into thig Conrace,
thereby assisting the GOVERNMENT w0 develop the Kurdistem Region
petroieum  industry, thereby promoting the ecencmic development of the
Kurdistan Region and Imq and the social welfare of its peaple: and

The terms of this Contract were substantially negoticted and agreed in June 2008 pending
the approval by the GOYERNMENT of an approptiace Operator.

NOW, THUEREFORE, THE PARTIES HAVE AGREED AS FOLLOWS

1.1

\To

ARTICLE 1 - DEFINITIONS

Capitahised termsa and expreagions in this Contract shall have the following meaning,
unlsss otherwise specified;

Abroad mcans outside of the Knrdistan Region and other parts of frag.
Accisy Authorisution iy defined in Article 17.9.
Accounts is defined in Arxticle 15.1.

Accountting Procedure means the Accounting Procedure attached to this Contract as
Anncx B and constituting an integral part of this Contracs,

Adjacent Contract Area is defined in Article 34.1.
Adjustment Date is defined in Article 27.6.

Affiliated Company or Affiliate meams, as regords any of the companias or entities
constituting the CONTRACTOR, a company or other legal enrity which:

{a) controls § CONTRACTOR Entity; or
{b) is controiled by a CONTRACTOR Entity; or

(c) conrols or is contrelled by a company or entity which controls a
CONTRACTOR Enrity,

hut shall rot inchude the GOVERNMENT in respect of the Poblic Company. For the
purpose of this definition, “control” means direct or indivect ownsrship or control of the



majority of the voting rights of the applicable entity ut its sharcholders’ meetings or their
cquivaient.

Agreed Terms is defined in Article 14, 10{a).

Appraisal Area means the area defined in Article 12.2.

Appraisal Work Program and Budget is defined in Article 12.2.

Appraisal Report is defined in Article 12.4.

Appraisal Well mizans 2 well dnlled for the purpose of cvaluating the commorcizl
potential of & grological teature or a geological structure in which Petroleum has been

discovercd.

Arm's Leagth Sales means sales of Petroleum in frocly comvertible currencies betwaen
scllers and buyers having no dircct or indirect relationship or common inferest
whatsoever with cach other that could reasonably influence the sales price, Such Arm's-
Longth Szlad shalt exalude:

(8)  sales between or among any of the CONTRACTOR Entities and their respechive
Affiliates;

(b) sales involving the GOVERNMENT or the Goverment of lraq; snd

(<) sales involving exchanges and any transactions not relating to normal commereial
practices.

Assets means all land, platforms, pipclincs, plant, equipment, machinery, wells, facilities
and all other installations and structures and all Matenials and Equipment,

Associated Natural Gas means (i) any Natural Gas dissolved i Cruda Oil under
reservoir copditions end (ii) anyv residue gas remaining afier the cxtraction of Crude Qil
from a rescrvoir.

Audit Request Period is defined in Article 15.3(a).

Available Associated Natural Gas is defined m Article 25.1,
Available Crude Oil is defined in Anticle 25.1.

Availablec Non-Associated Natural Gas is defined in Article 25.1.
Available Pefrolenm is defined m Article 25.1,

Barrel means a quactity of forty-two (42) US gallons as a unii to measure liguids, at a
temperature of sixty degrees (60°) Fahrenheit and pressure of fourteen point seven (14.7)



Budgets means any budgets prepared by, or on behalf of, the CONTRACTOR pursuant
to this Contriet and forming part of an Exploration Work Program and Budget and/or an
Appraisal Work Program and Budger andfer & Gas Marketing Work Program and Budget
and/or ¢ Develcpment Work Program and Budget and/or a Production Work Program and
Budget.

Calendar Year means a period of twelve (12) consccutive Months, commencing |
Jamary and ending on 31 December of the same year.

Chairman i5 defined in Article 8.1,

Commercial Diseovery means a Discovery which is potentially commercial when taking
inta account all technicul, operational, commoereial and financial data collected when
carrying out appraisal works or similar operations, incliding rccoverable reserves of
Peirolcum, sustainable regular production kevels and other material tochnical, operational,
commercial and finsncial parameters, all in accordance with prudent intemational
perroloum industry practice.

Commercial Production mcans the production of Petroleumn from the Production Arca
in accordance with annual Production Work Program and Budget.

Constitution of Iraq mcans the permancat constitution of Trag approved by the propls of
Traq in the general referendum of 15 Octeber 2005.

Contract mcans this production shating ¢ontract, including its Anncxes A and B that are
an integral patt hereof, as well as any extension, renewal, substitution or amendment of
this producition shanng contract that may be agreed in writing by the Parties in
accordance with Article 43,7,

Contract Area means the area described end defined m Annex A attached to shis
Contract and constituting an intogral part of this Contract, and any modifications made to
that Annex i accordance with the provisicns of this Contract, through amendments,
surrander, withdrawal, extension or otherwise.

Contract Year means a period of twelve (12) censcentive Menths starting trom the
Effective Date or emy anniversary of the said Effective Datc.

CONTRACTOR includes and comprises cach and sll CONTRACTOR Eatfities,
including ary Third Party Participant nominated by the GOVERNMENT pursuant to
Article 4, and/or any assignee of &ll or part of the rights and obligations of a
CONTRACTOR Enfity under this Contract in accordance with Article 39, but nor
including any holder of the Government Interest.

CONTRACTOR Eatlty means any Persen which is for the time being a compenent of
the CONTRACTOR, and/or any assignee of a1l or part of the rights and obligations of
such Person under this Contract in accordance with Article 39, but not including any



holder of the Gevemment Intetest. For the avoidance of doubt, at any time when there is
only one entity constinuing the CONTRACTOR, any reference made in this Contract to
“the cotitics constiniting the CONTRACTOR” or the “CONTRACTOR Entities” ot
similar reference, shall e deemed oo mean “the entity constituting the CONTRACTOR?,
Talisman (Bk<k K9) B.V. and Colwyn vesiments Limited and the GOVERNMENT
(the GOVERNMENT owning the Third Party Interest until = whole or panial
assipnment of such Third Party Tnterest pumsuant te Article 4), as the CONTRACTOR
Entitics as at the Effective Date, own an undivided interest in the Peirolevm Operations
in respect of the entive Contract Area in the following pereentages at the Effective Date:

TALISMAN (BLOCK K9) B.VY. 55%
COLWYN INVESTMENTS LIMITED 5%
GOVERNMENT (Thizd Party Intcrest) 20%

The balanes of the interest in Petrolenm Operations in respect of the entire Contract Arca,
being nwenty per cent (20%0), is the Governrent Interes: as defined in Article 4.1,

Cumulative Costs is defined in Article 26.4.
Cumulative Revenues iz defined in Article 26.4.

Crude Oil mecans sl liquid hydrocarbons in their wnprocessed state or obtained from
Natural Gas by condensation or any other mcans of cxtraction.

Decommissioning Costs means all the costs and expenditurcs incuwrred by the
CONTRACTOR when carrying out Decommissioning Oparations, mcludmg those
defined in the Accounting Procedure.

Decommissioning Operations means any works, together witha all related and auxiliary
activitics, for decommissioning and‘or removal and/or abandonment and rmaking safe all
of the Assets and site restoration and remediation related thereto in ralation w0 any
Production Area.

Decommissioning Plan 13 defined in Article 38.7.

Decommissioning Reserve Fund is defined in Article 33, | and mmcludes all contributions
paid inro such find and ail interest acoumulated such fund.

Deductible Amonnt is defined in Article 35.12.

Dellvery Point means the point after extraction, specified in the approved Development
Plan for a Production Area, at which the Crude Oil, Associated Natural Gas and/or Non-
Associated Natural Gas is metered for the purposes of Article 27.5, valued for the
purposes ot Article 27,1 and ready to be taken and dispossd of, consistent with prudent
international petreleum industry practice, and at which s Party may acquire title to s
share of Petroleum under this Contract or such other point which may be agreed by the
Partics.



Development Costs mecaps all the costs and expenditures incurred by the
CONTRACTOR when carrying out Development Operations, including those defined in
the Accaunting Proceduire.

Development Opcerations mezns all develepment operations or works conducted in
accordance with a Development Plan up to the Delivery Point with a view to developmg
a Production Areq, including: drilling of wells: primary and subsequent recovery projects
and pressure mainlenance; survey, cngincering, building and erecting or laying of
production plants and facilities {including: separators; compressors; generaiors; pumps
and tankage; gathering lines; pipelines and all facilities required to be installed for
production, pressure mainteponce, and treatment, storage and  transportation of
Petroleurn); ebtaining of such materials, equipment, machinery, items and supplies as
may be required or expedicnt for the foregoiny activities; and all auxiliary eperations and
activities required or expedient for the production of Petroleum from the Production
Area.

Development Period s defined in Article 6.
Develnpment Plan means a plan for development defined in Article 12.8.

Development Well means any well drilled after the date of approval of the Development
Plan for the purpose of producing Petroleum, increasing or accclerating production of
Petroleum, including imection wells and dry boles. Any well drilled within a Production
Area shall be deemed a Development Well.

Development YWork Program and Budget means the development work program and
budget prepared pursuant to Article 13.2.

Discovery means a discovery of Petroloum within the limits of the Contract Area
resulting from Petreleum Opetations catried cut under this Contract, provided such
Petroleum is recoverable at the surface with a measurable flow utdising technicues used
in prudent internationsl petroleum industry pracrice.

Dispute is defined in Article 42.1,
Dollar {US$) means the legal currency (dollar) of the United States of America (LUSA).

Effective Date means the date on which the conditions referred to in Articic 47 have
been fulfilled.

Environment Fund is defined in Article 23 9.
Equipment and Materials is defined m Article 191,
Exploration Costs means all the costs and expenditure incurred by the CONTRACTOR

when carrving out Exploration Operations, including those defined in the Accounting
Procecure.



Exploration Operations mcans any and all operations conducted with a view to
discovering Petroleum, including: any sctivities necessary o commence operations; any
topographical, hydrographical, geclogical, gecphysical, aenal and other surveys zad
activitics (including interpretations, aralyses and related stuches) to investigate the
subsurface for the Jocation of Petrolewm: drilling of shet holes, core heles and
stratigmphic st boles; spud, dollimg, testing, coring, loggieg and equipping of
Exploration Wells or Appraisal Wells; procurement of such services, material,
eyuipment, machinery, items apd supplics a5 may be required or expedient for the
foregoing activities; and all avxibiary operations and activisies required or expedicnt for
the conduct of the foregoing activitics.

Txploration Period is defined in Article 6.

Exploration Ren¢al is defined in Article 6.3

Exploration Well means any well drilled for (he purpose of confirming a peological
structure or stratigraphic unit in which no Discovery has previously becn made by the
CONTRACTOR.

Exploration Work Program and Budget mcans the explomtion work program and
budget prepared purseant to Article 11.1.

Export Crude (il is defined in Article 24.2.

Export Non-Associated Natural Gas is defined in Article 24,2,
Export Petroleum is defined in Article 24.2,

First Exploration Well is defined in Article 1C.2 (c).

First Production means the moment when Commercial Production of Crude Oil or Non-
Associated Nanwral Gas (as the case may be) {irst commences, by flowwng at the rate
torecast in the Development Plan without interruption for o minimum of forty eight {(48)
hours.

First Sub-Period is defincd in Asticle 6.2¢a).

Force Majeure is defined in Article 40.2,

Gas Development is defined in Article 14.10.

Gas Marketing Costs means all costs and expenditure incurred by the CONTRACTOR
I‘:r':;d c::ying ont Gas Marketing Operations, including those defined in the Accounting

Gas Marketing Operations mcans any and zll of the activities and operations
contemgp lated by Article 14,6,



Gas Marketing Work Program and Budget means the marketing work program and
budget preparcd pursuant to Article 14.8.

Government Interest is defined in Article 4.1,

Government of Iraq means the Federal Government of' the Republic of Iraq, which
halds office under the Consticution of Iraq and any minister, ministry, department, sub-
division, agency, authorisy, council, committer, or other constituent clement thereof and
shall, without Emitatien, include any eorporation owned and/or controlled by any of the
foregoing.

Initial CONTRACTOR Entities means all CONTRACTOR Entities other than the
Government owning the Third Party [ntcrest.

International Market Price is defined in Articls 27.2,
Trag means the entirety of the Republic of Trag, including the Kurdistan Region.

Joint Operating Agreement means any agreement execuled by the CONTRACTOR
Entities at any time for the purpose of rcgulating between such entities the terms under
which the Petroleum Opemations wili be conducted, which agreement shall ber (a)
consistent with prudent intemational petrolourn industry practics; (b} as between such
antitics, supplomentary to this Contract; and (¢) consistent with the provisions of the
Contract.

Kurdistan Region mcans the Foderal Region of Kurdistan recognised by the
Constitution of Iraq and having the same meaning as ‘Region’ in the Kurdistan Region
01l and Gas Law.

Kurdistan Region Law means all statlutes, decrses, edicls, codes, orders, rules,
ordinances and regulations of the GOVERNMENT or of any otker local, municipal,
tervitorial, provincial, or any other duly constituted governmental authority or agency in
the Kurdistan Region.

Kurdistan Reglon Ofl and Gas Law means the Oil and Gas Law of the Kurdistan
Region — Iraq (Law No. 22 of 2007) as the same may be amended.

Law means all applicable |aws including the following: copstitutional law, civil law,
commaon law, intermational law, equity, treatics, statutes, decrecr, edicts, codes, orders,
judgements, rules, ordinances and regulations of any local, municipal, territorial,
provincial, federatcd, national or any other duly constituted governmental authority or
agEngy.

LCIA is defined in Article 42.1(0).

LIBOR means the London Inter-Bank OQifered Rate st which Dollar deposits for one (1)
Month are oliered in the inter-bank market in London, as quoted in the Finapcial Times



of London for the day in question. In the event that such rate is not published in the
Financial Times, it shall mean the London lnter-bank Orffered Rate at which [ollar
deposits for one (1) Month ace offersd for the nearest day as quoted by National
Westminsrer Bank plc.

Management Committee is defined in Article 8.

Maximum Efficient Rate (“MER™) means the daily prodaction rate which (taking ino
account the naturc of the Reservoirs, standard accepted cngincering practices and the
cxisting producing storage, transportation, loading and other facilities available) achieves
the maximum economic volumetric recovery of Petroleum from a Reservoir without
causing physical damage to the Rescrvoir such that the recovery factor is maximised. .

Minimum Exploration Obligations is defined in Article 10,1,
Minimum Financial Commitment means:

{a) in respect of the First Sub-Period, the total of the amounts set cut in Articles
10.2(d) and 10.2{¢); and

{b)  inrespect of the Second Sub-Pened, the amount set out in Avticle 10.3(b).
Month means a calendar month according to the Gregorian calendar.
Natural Gas means all gaseous Patrolewn and inerts.

Non-Associated Natural Gas meang any Natural Gas which i not any Agsocisred
Naiural Gas.

Notice of Dispute is defined n Anticle 42.1.

Operator means the entity designated by the CONTRACTOR pursuant to Article §
which, in the name und on behalfl of the CONTRACTOR, shall carry out all Petroleum
Operations. [f at any time thers exists more than one {1) Operator under this Contract,
any reference herein to the term 'Operator’ shall be to cach Operator with respect to the
parts of the Contract Area in which such Operator conducts Peireleum Operations,

Option of Third Party Participation is defined in Article 4.6.

Party or Parties meuns the GOVERNMENT and/or each CONTRACTOR Eality
anidfor the CONTRACTOR.

Permits means all icences, permits, conscnts, authorisations or other permissions, as the
context requires,

Person shall inchude nawral and juristic persons (including corporations znd
governmental sgencies).



Petroleum means:
{a}  any naturelly oceurring hydrocarbon in a gascous or liquid state;
{by  any mixture of naiurally occurring hydrocerbons in 2 gasecus or hquid state; or

{c) any Petroleum (as defined i paragraphs {a) and (b) above) that has been retwrmed
o a Reservoir,

Petrolenm Costs means ali costs and cxpenditure incurred by the CONTRACTOR for
the Petraleum Operations, and which the CONTRACTOR is entitled to rceaver under
this Contract and its Accounting Procedure, including, withont limitation, Exploration
Costs, Gas Marketing Costs, Develepment Costs, Production Costs, Decommissioning
Costs, Pipeline Costs, service expenditures and general and administrative expendirss,

Pctreoleum Field means a Reservoir or group of Rescrvoirs within a common geologicsal
strugture or stratigraphic unit, which may become part of & Production Area pursuant to 2
Development Plan,

Petroleum Operations means all Exploration Gperations, Gas Marketing Operations,
Development Opcerations, Production Operations and Decommissioning Operations, as
well as any other activitics or operations directly or indirectly related or comnected with
the said operations {including health, safety and envitonmental oparations and activitics)
and nuthorised or conternplared by, or performed in accordance with, this Contract.

Pipeline Caosts is defined in Article 33.5.

Production Arvea means such areas within the Contract Arce designated as e production
arca in an approved Development Plen prepared pursuant to Article 12, Far the avoidance
of doubt, all superjacent or subjacent strata of the Resetvoir in which a Commercial
Discovery is located are sutomatically included in the relevant Production Area,

Production Bonus means uny benus due pursuant to Article 32.4 or 32,5,

Production Costs means all the costs and expenditure incurred by the CONTRACTOR
in carrying out the Production Operations, including those defined in the Accounting
Procedurs.

Production Operations wmcans any works, together with all related and auxiliary
activities, For the production of Petrolenm from the start of Commercial Production,
including: extraction, njection, stimulation, pumping, (reatmont, slorage, enginecring,
operating, servicing, repairing, and maintaining any wells, plants, equipment, pipelines,
terminals and any other installations und facilities, and any related operations and
auxiliary operations, and storage and tansportation of Petroleum from the Production
Area to the Dehvery Point.

Production Rental is defined in Article 13.140.
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Production YYork Program and Budget shall mean the prodaction work program and
budget nrepared pursuan: to Article 13.6.

Profit Crude Ol is definad in Arhele 26.1.

Profit Natural Gas is defined in Article 26.1.

Profit Petrolenm is defined in Article 26.1.

Proposed Contract is defined m Article 14 1G{a).

Public Company mesns a public company duly registerad and incorporated in the
Kurdistan Region and regulated by the GOVERNMENT under the Kurdistan Rogion Oil

and Gas Law ond as of rhe Effective Date. the Public Company is the Kurdistan
Lxploradon and Preduction Company,

Public Officer means & civil servant, including a member or smployee of a public entity,
a member of the Kurdistan National Assembly or 2 momber of the GOVERNMENT,

Quarter means a percd of three (3) consecutive Months starting on the first day of
January, April, July or October respectively.

Reservoir means # subsurface rock formation containing an individval and separate
natural accumulation of producible Petroleum characterised by a single natural pressure
system.

Revenues is defined in Article 26.4.

“R* Faetor is defined in Article 26.4.

Royalty is defined in Article 24.

Sccoad Fxploration Well is defined in Articla 10.3(D).
Secomd Sub-Period is defined in Article 6.2(b).

Semester means a period of six (6) consecutive Months starting from the first day of
January or July respectively.

Senior Representatives is dedfined in Article 42.1(g).

Subcontractor means any entity of any contracting tisc providing services endfor
undertaking works rclating fo the Petrolcum Operations divectly or indirectly on bohalf
of, the CONTRACTOR or any CONTRACTOR Entity.

Sub-Period and Sub-Periods are defined in Article 6.2,

11



1.2

Tax or Taxes means all current or future levics, duties, payments, chargas, impositions,
intposts, withholdings, fees, tuxes (including valug added tax or other sales or trensaction
based 1ax, corporahion tax, income tax, capitai gains tax, stamp duty, land tax, registration
tax, capital and wealth tax, profit tax, dividend tax or withboldings, fransfer tax, customs
duties, branch or peomancnt establishment tax or withholdings, tax on income from
movable capital and fixed tax on transfers) or contributions pavable to or imposed by the
GOVERNMENT.

Third Party Inferest is defined in Article 4.6,
Third Party Participant mcans the holder of a Third Party Interest.
Thicd Party Terms is defined in Article 39.2,

Work Program mcans acy work program prepared by, or on bchalf of, the
CONTRACTOR pursuant to this Contract and forming part of an Exploration Work
Program and Budget andfor an Appraisal Work Progrum and Budget and'or a Cas
Markaring Work Program and Budget and/or a Development Work Program and Budget
and/or a Production Work Program and Budget.

Vice-Chairman is defined in Article 8. 1.

In this Contract, unless the context otherwise requires or is specifically otherwise stated:
(a) headings arc to be ignored;

(b)  “imcluding™ and similar words do not imply any limitations;

{c)  singular inchudes pluval and vice verss; and

(dy  refevence to va “Articke™ is to an article of this Contract and 1o a “Paragraph™ is to

a paragraph in the Acocunting Proccdure,

ARTICLE 2 - SCOPE OF THE CONTRACT

This Contract 15 & production-sharing arrangement with respeet to the Contract Area,
whereby the GOVERNMENT has the right, pursuant to the Constitution of Trag, to
regulate and oversee Petrolzum Ogpcrations within the Contract Area.

The purpose of this Contract is to define the respective rights and obligations of the
Parties and the terns and conditions under which the CONTRACTOR shall carry out 2l
the Petreleum Operations.

By enferivg inte this Contract, the GOVERNMENT grans the CONTRACTOR the
exclusive nght and authority to cenduct all Pewrolenm Operations m the Contract Area us
detailed in Article 3,



2.2

23

Upon the CONTRACTOR’s request, the GOVERNMENT shall provide and/or procure
all Permits rclating to the Petroleum Opcrations required by the CONTRACTOR to
fulfil its obligations under this Contract, imcluding those relating to any extension and
renewal periods and including those required by the Government of Iraq. The
GOVERNMENT (i) rcpresents and warrants to the CONTRACTOR that it has not
done and has not omitted o do anything that woulk! causc the caccellation or suspension
of this Contract or any Pcrmit gramted under this Article 2.2 or pursuant to this Contract;
and (ii) covenants that it will not do, or umit o do, anything that would causc the
cancellation or suspension of this Cortract or any Permit granted under this Article 2.2 or
pursuant to this Contract. For the avoidance of doubt, nothing in this Article shall affect
the rights and obligations of the Parties pursuant o Asticle 43.

The CONTRACTOR shull conduct all Petrolewm Operations within the Contract Atee at
ity sole cost, risk and peril on behalf of the GOVERNMENT, pursuant to this Contract,
including the following opzrations:

{a) T'echnical Scrviees

Trplementation of all technical, human and material resources reasonably
required for execution of the Petrelcum Operations, in accordance with prudent
internationa] pefroleum mdustry practice.

{k)  Financial Services

The responsibility for funding the Exploration Operations and, in the event of 3
Commercial Discovery, Development, Production and  Decommussioning
Operations, pursnant to this Contrast.

For the funding of Petroleum Operations, each CONTRACTOR Entity shall be
entitled to have recourse to external financing from cither its Affiliated
Compames or from any third parties.

(e Administrative Services

Implementation of all appropriate management and admmnisiration techniques for
execution of the Petrolewm Operations nnder this Centract, in accordance with
prudent international pstroleum industry practice.

Duyring the term of this Contract, the CONTRACTOR shall be responsible to the
GOVYERNMENT ior the conduct of Petrolcum Operations within the Contract Area
pursuant to the tarme of this Contract.

Naturg] resources other than Petrolcum shall bz excluded from the scope of this Contract,

aven if the CONTRACTOR discovers any such resources when exacuting its obligations
pursuant 1o this Contract.

- 13



246

2.8

The CONTRACTOR shull only be entitled to recover Petrolonm Costs incurred under
this Contract in the event of a Comumercial Discovery. Recovery of Pefroleum Cests shall
occur within the hmits provided under Article 25.

During the tem of this Contract, Profit Crude Ol andfor Profit Natural Gas produced
from Petrolcum Operations shell be shared between the Partics in accerdance with the

provisions of Article 26.

For the execution of Petroleum Opcrations under this Coniract, the CONTRACTOR

shall have the right to:

(&) fresly access and cperate within the Contract Arca, as well us any facilities
associated with the Petroleum Operations, wherever they may he locate;

Ly freely use access reads located within the Contract Area and ontside the Contract
Area for the construction, installation, myintenance, operation and rermoval of
pipelines and other facilities required for the Petrolcum Operations;

i) frecly wse sand, water, clectricity and anv other natural resources located inside or
outside the Contract Area for the Petroleum Operations;

{d) use any qualificd foreign and local personnet and/or Subcentractors required for
the conduct of Petroleum Operations i accondance with Articles 22 and 23. Any
foreign personnel working in the Kurdistan Region shall rcquirc prior
authorisation of the GOVERNMENT (such avtherisation not to be noreasonably
defaycd or withheld} and the GOVERNMENT shall cbtain any authorisaton
required by the Government of Iraq;

(c) import any goods, materials, equipment and/or scrvices required for the Petroleun:
Operatiens in accordance with Articles 19, 22 and 30; and

(f) frecly usc land or property belonging to the Kurdistan Region, and the

GOVERNMENT will assist the CONTRACTOR with facilitating the use by the
CONTRACTOR of any private property in the Kurdistan Region.

ARTICLE 3 - CONTRACT AREA

The initial Contract Atea covers the Bacanan arca and exterxls pver an arca of 722 km?, as
detailed and indicated on the map atiached 1n Annex A and is delimited by the tollowing

coordinates:

moaw»y
=1

|7

Latitude (deg min sec) Lomngitude (deg min sec) X (mF) Y (mN)
352732 452500 537799 3924 011
351221 4546 47 570980 3896 145
3505 40 45 42 06 563 951 JAE33 730
351238 4527 21 341 485 3896 486
352E4 4519 16 529171 3912 629
14 -
B



The GOVERNMENT, by exccution of this Contrect, hercby validates znd approves the
foregoing co-ordinates of the Contract Area,

The total area of the Contract Arca may be reduced enly in accordance with the provisions of
this Contract,

ARTICLE 4 - GOVERNMENT PARTICIFATION AND THIRD PARTY
PARTICIPATION

Government Inlerest

4.1

4.2

4.3

The GOVERNMENT shall parhicipate m this Contract through o Public Company,
effective from the Effoctive Date n respect of the entire Contract Area with an undivided
interest in the Petrcleum Operations 2nd all the other rights, duties, obligations and
iabilities of the CONTRACTOR (save as provided in and subject to this Asticle 4)
under this Contract m respect of the Contract Area, of twenty per cent (20%) (the
“Government Imterest”).

The Public Company shall not have any liability to the CONTRACTOR to contribute its
Government Interest share of all Petroleum Costs, whenever these Petroleurn Costs may
be incurredd, and its Government Interest share of such Petroleum Costs shall, uetil such
timae as the GOVERNMENT cxcrcises the Option of Third Party Participation, be the
responsibility of all Initisl CONTRACTOR Entities, and thercafier shall be the
respongibility of the CONTRACTOR for the duration of this Contract, providad always
that the relevant CONTRACTOR Entities shall be entitled to secover all such Petrolenm
Costs in accordance with Article 25, For the avoidance of doubt, the Pablic Company
shall contribute its share of Production Bonuses attributable o the CGovernment Interest
and payable pursuant to Articles 32.4 and 32.5.

tor the purposes of Article 37 ef the Kurdistan Region Oit and Gas Law, the Govermment
Interest shall be deemed to be keld by the GOVERNMENT and in accordance with the
principle in Article 16.13, the Public Compary will be indivilually and separately hizble
{and npot jomtly and severally liable with the othor CONTRACTOR Entities) to the
GOVERNMENT for its obligations, daties and Labilities ynder this Contruct and the
provisions of Article 4.5 shall apply.

The Public Company may, at its discretion, assign part or all of its Government Interest
to a third party or parties which is another Public Company duly authorised by the
GOVERNMENT, provided that in no event shall a transfer he made which would result
in the transforor or transfercs holding less then a five per cent (5%) participating intcrest
urider this Contract.

In the event of such an assignment to another Public Company, for the purposes of

Article 37 of the Kurdistan Region Oil and Gas Law, the Government Interest so
assigned shall be deemed to be beld by the GOVERNMENT and in accordance with the

15 -



4.4

4.5

principls m Article 16.12, the Public Compsny to which such Governmaent Intsrest is
trapsforred will be individually and separately liable (and not jointly and severally liable
with the other CONTRACTOR Entities) to the GOVERNMENT for its obligations,
duties and liabilities under this Contract and the provisions of Article 4.4 shall apply.

Any failure by the Public Company to perform any of its obligations or to s&tisty say of
its duties or liabilitics under this Contract ghall not be considered as a default of the
CONTRACTOR Erttizs and shall in no case bs invoked by the GOVERNMENT to
terrinate this Contracr or exercise any other rights or remedies in respeet of such default
that may be available to it.

The capucity of a Public Company, g it may arise pursuant to the provisions of this
Contract, shall in no event cancel or affect the rights of the CONTRACTOR Entitics to
seck to seitle 2 dispuie or to refer such dispute w arbitrabion or expert dstermination in
accordance with the provisions of Article 42,

A Public Company may assign part or all of is Government Interest to a third party or
pertics {not being a Public Company) provided that in no cvent shall a transfer be made
which would result in the transferer or transferec holding less than five per cent (5%)
parhieipating inigrest under this Contract, and for the avaidance of doubt the provisiens of
Articles 39.1, 39.2 and 39.3 shall not apply. Any such assignee shall have the same rights
and responsibilitics held by the Public Company prior to the assignment.

For the avoidance of doubt, following any assignment by a Public Company part or all of
a Government Interest to a third party which is not a Public Company, in accordance with
the provisions of this Article 4, the provisions of Articles 39.1, 39.2 and 39,3 shall apply
to any subscquent assignment of such intcrcst.

Third Party Interest

456

The GOVERNMENT shall have the option of assigning to a third party, ov thivd partics,
in respect of the Contract Arca, as a CONTRACTOR Entity or CONTRACTOR
Entities, an undivided interest in the Potroleum Operations in respect of the entire
Caontract Arca and which option, when exercised, shall assign and novate all the other
rights, cutics, obligations and liabilities of the CONTRACTOR (save as provided in and
subject to this Article 4), under this Contract, of an aggrepate of twenty per cant (20%)
(the “Third Party Interest™), such option being referred to herein as the "Option of
Third Party Partivipation”. Until the later of the cxcrcise of the Option of Third Party
Participation or the assignment by the GOVERNMEN'T' of the Third Party Intercst (or
part thereof} to a Public Company in accordance with Article 4.9, or the expiry of the
twenty-one (21) Month period contemplated by Article 4.7, the Tnitial CONTRACITOR
Entitics shall undertake all necessary work under this Contract, provided ahyays that the
Inttial CONTRACTOR Entitiey shall be entitled {through the CONTRACTOR) o
recover all such Petrolsum Costs in accordance with Article 25.

16 . 5
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4.8

4.9

4.10

The GOVERNMENT may exercise the Option of Third Party Participation at any time
priot o the date twenty-one (21) Months following the Effective Date by notifying the
lnitial CONTRACTOR Entitics, in writing, of a company which has, or companies
which have, adequate resources and cupacity to discharge the obligations of a
CONTRACTOR Emtity under this Contract end a Joint Operating Agreemont in respect
theteof.

If the GOYERNMENT notifics the Initis]l CONTRACTOR Entities of a Third Party
Participant in accordunice with Articles 4.6 and 4.7, that Third Party Participars shall have
the Thied Purty Ioterest or such part of the Third Party Interest as the GOVERNMENT
may decide.

If

(a) the GOVERNMENT does not notify the Initial CONTRACTOR Entities of a
Third Pacty Participant in accordance with Articles 4.6 and 4.7 for all or part of
the Third Party Interest; and/or

{b} it the Third Party Participant does not complete the cxercise of the option as
conteraplated in Article 4.10 within sixty (60) days following its assignmeant by
the GOVERNMENT of 3 Third Party Interest;

then the Third Party Interest ancdior that part of the Third Party [nterest not assigned by
the GOVERNMENT in accordance with Articles 4.6 and 4.7 shall be held by a Public
Company to be identified by the GOVERNMENT, which Public Com:pany shali act as a
Third Party Participant. For the avokiance of doubt, for the purposes of this Article 4.9, a
Pubhic Compuny shell be 2 wholly-owned entity of the GOVERNMENT,

1f the Ophion of Third Party Participation is exercised in accordanes with Articles 4.6 and
4.7, or it the Public Company holds all or pait of the Third Party Intorest under Arficle
4.9:

(3) the cffective date of such participation shzll be the Bffective Datc,
notwithstanding that the exercise of the Option of Third Party Participation under
Articles 4.6 and 4.7, or the date on which the Public Compary acquircs the Third
Party Interest undet Article 4.9, occurs after such date;

{b)  a Third Party Participant, upon sighature of a binding and enforceabls instrument
of assignment and novation in respact of this Contract referred to in Article 39.3,
shall pay to the [nitial CONTRACTOR Eatities by way of cleared funds to a
bank accourt nominated by the initial CONTRACTOR Entities, an armount
cquivaleat to the proportion of Petreleum Costs incutred by the Initial
CONTRACTOR Enfitics as at the date of such payment atiributable 1o the
interest held by such Third Party Participant (which Perroleum Costs, for the
avoidance of doubt, shall not include the Signature Bonus or the Capacity
Building Bonus payable or paid (as the case may be) under this Contract) and

17
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(c)

(d)

which payment for the uyoidance of doubt, shall not include any Petroleum Costs
attributablo to the Government Intersst; and

(i) if the Option of Third Party Participution is exercised in gccordance with
Articles 4.6 and 4.7, the Inital CONTRACTOR Entities shall, within
tourteen (14) days of the aotification, propose to the GOVERNMENT a
staterrient of Petroleum Casts. Within thirty {30) days of the notification,
the GOVERNMENT shzll present the Third Party Participanr with a
statement, agreed as belween the GOVERNMENT and the Initial
CONTRACTOR Entities of Petrolenm Costs, Within sixty (60) days of
the notificztion, the GOVERNMENL' shall canse the Third Purty
Participant to pay the full amount due in accordance with this Article
4.10(b);

{iiy  if the Public Company holds all ox part of the [hird Party Interest under
Article 4.9, the GOVERNMENT shall wzuse the payment of the amount
due m accordance with this Article 4.10(b) to bhe made by the Public
Company to the Tuitial CONTRACTOR Eatitics within sixty (60) duys of
the Public Company acquiring the Third Party Interest under Article 4.9;

upan payment pursuant te and in accordance with Article £.16(k) and the
excention of the instrument referred to in Article 4.10(b) a Third Party Participant
shall participate as a CONTRACTOR Entity (or, where a Third Party Participant
conslitutes a group of compunies, a8 CONTRACTOR Entitios) umder this
Contract a3 1f it had been a CONTRACTOR Entity {or as if thoy had been
CONTRACTOR Entitics) from the Effective Date, with all the vights, duties,
obligations and liabilities under this Contsact, inchuding the obligation to pay the
relevant pro rata share of any and all Production Bonuses due at any time under
the Contract, and & Third Pacty Participant shall not becore 2 CONTRACTOR
Entity until payment pursuant to and in acvordance with Article 4.10(b) and the
execution of the instrument reforred o m Arhiele 4, 10(b} has been completed: and

where 2 Joint Operating Agreement has been cexccuted by tha Imhal
CONTRACTOR Enhhes poor te any exercise of the Option of Third Party
Tarticipation pursuait to Articles 4.6 and 4.7, a Third Party Participant shall, upon
signatute of the mstrument refemred to in Articlc 4.10(5), become a party or
parties o such Joint Operating Agreement on the terms thereof.

If the Public Company shall hold all or part of the Third Party [nterest under Article 4.9,
and shall fail to make the puyment referred to in Article 4.10 (b) by the due date of
payment, or if the GOVERNMENT and the Fublic Company have nol completed the
assignment of all or part of the Third Party Interast under Articie 4.9 within ninety (90)
days of the expiry of the twenty-one (21) Month period contemplated by Article 4.7, then
upen the day following that date the GOVERNMENT will with immediate effect
therefrom take all contractual and procedural measures (enforceable under applicable

law) io procure that:

18
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(b}

fifty per cent (50%) of the intcrest so held by the Public Company holding such
Third Party Interest shzll, notwithstanding iany other Article in this Contract, be
gutomatically deemed to he assigned and be assigned by such Public Company to
the existing CONTRACTOR Entitics; and

fifty per cent {50%) of the interest so held by the Public Company holding such
Third Party Intcrest shall, notwithstanding the provisions of Ardiele 39.2 cor any
cther Article in this Contrect, be automatically decmed 1o be assigoed and be
assigned to that Public Company which holds the Government Interest pursuant to
Article 4.1, and shall for the purposes of this Article 4 be part of the Government
Interest and shall be subject to the rights end obligations of Anticle 4.2 and the
other provisions of this Contract refating o the Government Intcrost.

Joint Operating Agreement Provisions

412

Any Joirt Operating Agreement entered into in relation to this Contwract shall be
consistent with the principles of this Article 4 and shall provide as follows:

(=)

(t)

all decisions ot any cperating commitice established under such Joint Operating
Agreement shall require the affirmetive vote of an ogreed percentage of
participating interests held therennder, which n any cvent shall be not more than
sixty per cent (60%) cxcept for thosc decisions relating to sole risk operations and
these decisions which, by nternational vperuting standards, require imanimity;
wnd

in the event of 2 preposed transfer by any CONTRACTOR Entity of part of &
participating interest under such Joint Qperating Agrecment, including any Third
Party Interest,

() no wansfer may be meads which would resulr in the transferor or transferee
holding less than a five per cent (5%) participating interest,

{1)  the proposed thwd party assignez must demonsmate to the reasonable
sanafaction of each of the existing CONTRACTOR Entitics that it has
the Enamgizl cupability to perform its payment obligations under the
Contract and under the Joint Operating Agreement; ang

(iii)  the proposad third party assignee shall enter into an instrument satisfactory
1 cach of the existing CONTRACTOR Entitics so 28 (o assine and to
perform the obligations of the transferor.

Power of Attorney

4.13

.

Notwithstanding any provision of Article 39, in the event of the retusal of an Imhal
CONTRACTOR Entity to execute any decumentation reauired to complete the
assignment and novation veferred fo in Anticles 4.6 and 4.7, then such [nitial
CONTRACTOR Eutity trrevocably constitutes and appoints the GOVERNMENT {or
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5.1

3.3

6.1

any othet person which at any time during the term of the Contract may be nominated by
the GOYERNMENT) to act alone, and with full power of substitution, as its true and
lawful attormey and egent, with full power and authority in its namc, place and stzad to
cxecure, file and record when as and where required, any and ail of such documentztion
and hereby ratifies such execution, recording and filing. Each of the Tnitial
CONTRACTOR Entities confirms that the power of attomey granted is irrcvocable and
will survive its insolvency, dissolution, winding-up or bankruptey and extend to bind its
trustees, administrators, successors and assigns. Each of the Initial CONTRACTOR
Entities waives any and all defences which may be available to conrest, negate or
disaffirm the action of the GOVERNMENT taken ueder such power of attorney.

ARTICLE 5§ - OPERATOR

The CONTRACTOR hereby designates TALISMAN (BLOCK K9) B.V. to act as the
Operator on behulf of the CONTRACTOR for the execution of the Petrolenm
Operations. The CONTRACTOR shall ar any time have the right to appoint another
entity as the Operator, upon giving the GOVERNMENT net less than thirty (30) days
prior writien notice of such gppoiniment,

The CONTRACTOR shall submit to the GOYERNMENT for comment any agreement
regarding ar regulating the Operatot’s appointment and its conduct of Petrolsum
Opcrations on behalf of the CONTRACTOR pursuant to this Contract pricr to execution
of such agreement including the Joint Operabing Agreement.

[n the event of the occurronce of either of the following, the GOVERNMENT may
require the CONTRACTOR 1o appoint another entity as Operator as soon as is
reasonably practicable:

fa}  if an order has been passed in court declaring the bankruptey, liguidation, or
dissolution of the Operator; or

(b} if the Opcrator tcrmenates the achvities under this Contract delegated to it by ths
CONTRACTOR or a material proporion thereof, apd, as a result the
CONTRACTOR fails to fulfil its obligations under the Contract,

ARTICLE 6 - TERM OF THE CONTRACT

This Contract compnises an Exploration Period and a Development Period, as detined
below:

Exploration Period

6.2

Wa

Subject to Article 6.9, the Exploration Period shall be tor an initial term of five (5}
Contract Years, extendable on a yearly basis {as provided in Articles 8.5 and 6.5) up to a



6.3

6.4

6.5

m?:;imum period of seven {7) Contract Yeats starting from the Eifective Date. The
initizl temmm of five (5) years shall be subdivided in two (2) sub-periods es follows:

(a) an initial sub-period of three (3) Coatract Years (“First Sub-Period™); and
(b)  asccond sub-period of two (2) Contract Years (“Second Sub-Period™),
each a “Sub-Period" and collectively “Sub-Periods™.

1t is understood that the right of the CONTRACTOR to accede to the next Sub-Period o
any extension thersoi pursuant to Article 6.6 shall be subject to fultilment of the
Minirmum Exploration Obligetiens or mimimum work obligations applicable 10 the
previous Sub-Period or extension thercof pursuant fo Axticle 6.6 (as the case may be).

During the Exploration Period, the CONTRACTOR shall pay to the GOVERNMENT,
in wrears, an annual swiace rental for the Centract Area, as may b reduced by
relinguishment from time to lime pursuant to Article 7, of ten Dollars (LSS 10) per square
kilometre por Contract Year (“Fxploration Reatal”). Such Exploration Rentul shall be
considered as & Petrolenm Cost and shall be recovered by the CONTRACTOR in
accerdance with the provisiens of Article 25.

I the CONTRACTOR decides not to coter inte the Second Sub-Period, it shall notify
the GOVERNMENT at teast thirty (30) days prior to the expiry of the First Sub-Period
and, provided that the data from the First Exploration Well demonstrates to the
CONTRACTOR acting reasonably that there is no reasonable technical case for dnllmg
the Second Exploration Wall in the Contract Area, the Exploration Period shall expire at
the end of the First Sub-Peniod, unless the First Sub-Period bas boen extended pursuant to
Atrticle 6.5 andor Article 6.6,

if the CONTRACTOR has fulfilled its Minimum Exploraticn Obligations for & Sub-
Period of the Explomation Period but considers thai additional work is required prior:

(2) w deciding 10 submit an Appraisal Work Program and Budger as provided under
Article 12.2 in respeet of a Discovery, or

(b}  todeciding to declare a Discovery as a Commercial Discovery in accordance with
Article 12.6{a) or 14.5(z), which additional work may inchide the preparation
and/or execution of an Appraisal Work Program and Budget as provided under
Artiele 12.2 and/or Gas Marketing Operations,

the CONTRACTOR will automatically be catitled 1 extensions. each of one {1)
Contract Year, of the then current Sub-Periad, up to the end of the maxinmm Exploration
Period of scven (7) Contract Years, (as provided in Article 6.2). The CONTRACT'OR’s
notification of its intention w© exercise such extension and its duration shall be submitted
in writing to the GOVERNMENT at least thirty {30} days prior to the end of the then
curvent Sub-Period or the end of the then curreat extension {as the case ntay be).

21



6.6

6.7

6.8

6.9

Without prejudice 10 Article 6.5, upon cxpiry of the initial term of the Expleration Period,
if it considers it has not completed it axplotation evaluation of the Contract Arca, the
CONTRACTOR shall be entiticd @ an extension of the Secotd Sub-Period, provided it
notifics the GOVERNMENT in writing at least thirty (36) days prior to the end of such
Sub-Period, together with z proposzl tor a minimum werk ohligation for such extension.
Any such extension shall not exceed ome (1} Contract Year, Upen the expity of such
extension, ifit considers it bas still pot completed its evaluation of the Contract Area, the
CONTRACTOR shall be cntitled to a further extension of one (1) Contmct Year
provided that it notifies the GOYERNMENT in writing at least thirty (30) duys pror to
the end of the original extension. The right of the CONTRACTOR to accede to the
further cxtension shall be subject to fulfilment of the minimum work obligations
applicable {0 the onginal extension.

Subject to Article 6.4, at any time dunng the Exploration Period, upon thirty (30) days
prior notice 1o the GOVERNMENT, the CONTRACTOR shall have the right to
withdraw from this Contract provided that the owtstanding Minimum Exploration
Obligations relating to the then current Sub-Period have been completed in accordanee
with the Contract, or it hag pad 1o the GOVERNMENT the amounts specified in Article
10.2 or Article 10.3, whichever is applicable to the then current Sub-Period,

If ne Commercial Discovery has beer made at the end of the Exploration Period
{including any extensiens thereo £} this Contract shall terminate.

It a Discovery is made within the maximum Expleration Period of seven (7) Contract
Years (as provided in Article 6.2), and if the CONTRACTOR considers ir has not had
time to complete sufficient Gas Marketing Operations to declare the Discovery a
Commercizl Discovery pursuant le Article 12.6(a) or 14.5(s), the CONTRACTOR shalt
be entilled to request an extension of the Exploration Period (motwithstanding the
maximum period provided in Article 6.2), previded it $o requests the GOVERNMENT
in writing at least thirty {30) days pricr to the end of the meximum Exploration Period,
togother with a proposal ter Gas Marketing Operations te¢ be underraken during such
extension, Tf granted by the GOVERNMENT, any such cxtension shall not exceed two
(2) Contract Years. Upon the expiry of such extension, if it considers it has shll not
completed 115 Gas  Marketing  Operations  relating w0 suck  Thscovery, the
CONTRACTOR shall he entitled 10 request a furher extension of two (2) Contract
Years provided that it so requests the GOVERNMENT in writing at least thirty (30)
days prior to the end of the original extension, together with a proposal for Gas
Marketmg Opemitions o be undertaken during such cxeeasion.

Development Period

6.19

M

If the CONTRACTOR considers that a Discovery of Crude Oil and any Associated
Nutural Ges 1s a Commercial Discovery, the CONTRACTOR shall have tha exclusive
right to develop and produce such Comuacrcial Discovery, pursuant to the terms of this
Contract. The Development Period for a Commercial Discovery of Crude Oil and any
Associated Natural Gas shall be twenty (20) vears commencing on the delaration of



6.11

612

6.13

7.1

such Commercial Discovery by CONTRACTOR, in accordance with Article 12.6(a),
with an automatic right to a five (5) yeur extension.

If the CONTRACTOR considers that a Discovery of Nop-Associated Naourak Gas is a
Comumnercial Discovery, the CONTRACTOR shall have the exclusive right o develep
and produce such Commereal Discovery, pursuant to the terms of this Contract. The
Development Petiod for 2 Commervial Discovery of Non-Associazed Natural Gas shall
be twenty (20} years, commencing on the declaration ot such Commercial Discovery by
CONTRACTOR, in accordance with Article [2.6(z) or Atticle 14.5(n), with an
automatic right to a five (5) ycar cxtension.

If Commercial Production from 8 Production Arca is still possible at the end of its
Development Petiod as defined in Articles 6.10 or 6.11 then, upon its request, the
CONTRACTOR shill be entitled to an extension of such Development Penod under the

samie teros 83 those provided in this Contract. Such request shell be made in writing by
the CONTRACTOR =zt lcast six (6) Months before the ond of the said Development
Perind.

The term of any such extension of the Development Period shall be:
(a) five (5) Years for Crude Oil and any Associated Nuturil Gas, and/or
(b)  five (5) Years for Non-Associzted Netural Gas,

Tt CONTRACTOR shzll have the right to terminate Production Operations for any
Production Arsa at any time durieg the term of this Contract, subject to giving
notice 1o the GOVERNMENT of at least nincty ($0) days. This Contrage shall terminate
on the cxpiry datc of the last Production Arca or when Preduction Operations for all
Production Areas have torminated.

ARTICLE 7 - RELINQUISHMENTS

Subject to the provisions of Articles 7.2 and 7.3, the CONTRACTOR shall surrender
portions of the Contract Atea as follows:;

(a)  at the end of the initial term of the Bxploration Period referred o in Article 6.2,
twenty five per cent (25%) of the net area determined by subtracting the
Production Arcas from the initial Contract Avca,

(b}  at the end of the first extension period cncered into under this Contract after the
end of the initial term of the Exploration Period reformred to in Article 6.2, an
additional twenty five per cont (2596} of the net arca deternuncd by subtracting
the Production Areas frem the remaining part of the Centract Area; and

<) at the end of the Exploretion Period (including all execnsions thercet), all of the
remairing area that is not in a Production Arca,
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7.3

T4

1.6

8.1

For the application of Article 7.1

{a)  any aress already relinquished pursuant to Article 7.4 shall be deducted from
arcas to be surrcndered; and

£y  the CONTRACTOR shall bave the right to determine the area, shape and
iocation of the Contract Arsa to be kept, provided that such surrendered portions
ol the Centract Area shafl be in contiguous blocks.

If the relinquishmont reterred to in Article 7.1 can only be achieved by including part of
an Appraisal Area, then these percentuges shull be reduced to exclnde such Appraisal
Area,

During the Exploration Period, the CONTRACTOR may at the ond of cach Contract
Year surrender 2ll or any part of the Contract Area by written notice sent to the
GOVERNMENT at least thirty {30) days in advance of the proposed date of surrender,
subicct to the provisions of this Axticle 7.4, Such voluntary surrenders during the
Exploraticn Period shall be deemed cqual to the oblipatory relinquishments referred 1o
under Article 7.1. This Contract shall terminate in the event of the surender of the entire
Contract Arca.

No surrender provided under Article 7.4 shall exempt the CONTRACTOR from its
ontstanding obligations under this Contract. n the event the CONTRACTOR elects to
surrender the entire Contract Arez without having fulfilied the Minimum Exploration
Obligations relating to the then curvent Sub-Period as provided in Article 10.2 or Article
10.3, the CONTRACTOR shall pay to the GOYERNMENT the relevant outstanding
smaunt as detailed in Article 10.2 or Article 10.3, as the case may be.

The boundaries of the portien of the Contract Area fo be relinguished by the
CONTRACTOR shall he communicated to the GOVERNMENT by written notice ut
lcast thirty (30) days in advance of the relevant date for relinquishment, pursuant to
Article 7.1.

ARTICLE 8 - MANAGEMENT COMMITTEE

A Management Committee shall be established within thirty (207 days following the
Etfective Date for the purpose of providmg orderly direction of all matters pertaining to
the Pefrolenm Operations and the Work Programs. Within such peried, each of the
GOVERNMENT and the OPERATOR shall by wntten notice nominatc its respective
members of the Managetent Comumittee and their deputies.

The Management Committee shall comprise two (2) members designated by the
GOVERNMENT and two (2) tmembers designated by the OPERATOR.

Upon ten (10) days notice, cach of the GOVERNMENT and the OPERATOR may
substitute 2y of its members of the Managemsnt Committee. The chairman of the
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Managemnent Committee  shall be ore of the membes designated by  the
GOVERNMENT (the “Chairman”). The vice-chawman of the Management
Commiittee shall be one of the members designated by the OPERATOR (the "Vice-
Chairman™), In the absence of the Chairman, the Vice-Chairmar shall chair the
meeting.

Each Party shall have the right to invite a reasonable number of observers as deemed
nacessary o attend the meetings of the Management Committee n 4 non-voting capacity.

The Manzgement Committes shall review, deliberate, decide ad give advice,
suggestions and recommendations to the Partics regarding the fellowing subject matters:

{(a)  Work Programs and Budgets,
(b}  the CONTRACTORs activity reports;

(c) production levels submitted by the CONTRACTOR, based on prudent
international petroleum industry practice;

(d) Accounts of Petroleum Costs;

(e) procurement procedures for potential Subcontractors, with an cstimated sub-
pontract value i excess of onc million Dollars ($i,600,000) submitted by the
CONTRACTOR in accordance with Article 19.3;

() Developtment Plan and Budgst for sach Production Arca;
{g}  any matter having a material adverse affect on Petroleum Opcrations; and

(b}  aoy other subject matter ef a material nature that the Partics are willing to
consider.

Each of the GOVERNMENT and the OPERATOR shall have onc {1} vete in the
Management Committes, The Management Committee cannot validly deliberate unless
cach of the GOVERNMENT and the OPERATOR is represented by at least one (1) of
115 members or its deputy.

The Managerment Committes shall attempt to reach unanimous agreement on any subject
maticr being submitted. I the ¢vent the Management Committce cannot rcach
unanimous agrecment, a second meeting shall be held within fourteer (14) days to
discuss the same snbject matter and attempl to reach 5 unanimous decision.

Except as provided for in Article 8.4 and Article 8.5, in the cvent that no agresment is
reached at the second meeting, the Chairman of the meeting shall have the tic-breaking
vote,
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8.5

8.6

In the event thut, during tho Exploration Period, no agrevment is reached at the second
meeting of the Management Committes, as provided for in Article 8.3, or tmammous
approval is not obtaincd, as required pursuant to Article 8.5: then the proposal made by
the OPERATOR shall be deomed udopted by the Managetnent Committec.

Notwithstanding tho provisions of Article 3.2, and subject to Article 8.4, unsnimous
approval of the Management Committee shatl be required for:

(a)

(b)

(c)
(4)
(c)

{0

(g)

hy

(i)

w
k)

approval of, and any maicrial revision to, any Exploralion Work Program uad
Budget prepared after the first Commereial Discovery in the Production Area
rclating to such Commercial Discovery:

appreval of, and any matenal revision to, the Development Plan, the production
schedule, lifting schedule and Development and Production Work Programs and
Budgets:

cszablishient of rules of procedure for the Mansgement Committee;

any insurance issucs aver which the Management Comimittco has suthority;
approval of, and any msterizl revision to, procwement procedures for goods
anc/or services, submitted by the OPERATOR in accordance with Article 19.3

(imless such procedures have been deemed approved by the Management
Commitlee in accordance with Articie 19.3);

approval of, and any matcrial revision to, any proposed pipeline project,
submitted by CONTRACTOR in accordance with Articla 33 3;

approval of a first rate bank in which to place the Decommissioning Reserve
Fund, in accordance with Article 3R |

approval of, and any matorial revision to, any preposed Decommissioning Plan
submitted pursuant e Article 38.7 on any Decommissioning Work Program and
Budget or Gas Marketing Work Program and Budget;

any Terms of Reference which are required to be preparcd and agreed for the
purpases of expert determingtion, pursuant 1o Articio 42.72;

approval of apy costs in excoss of ten per cent { 10%) above any Budget, and

anv matler having a malerial adverse effect on Petreleum Operations.

(rdinary meetings of the Management Committes shall take place in the Kurdistan
Region, alternately at the offices of the GOVERNMENT and those of the OPERATOR,
ot at any other location agreed betwesn Partics, at least twice a Contract Year prior to the
dute of the first Comnmercial Discovery and three times a Contract Year thereaficr.
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8.8

85

8.10

8.1

G

Either the GOVERNMENT or the OPERA'TOR may call an exiraordinary meeting of
the Management Committce to discuss important issucs or developments related to
Petroleum Operations, subject to giving reasonable prior notice, specifymg the matters to
be discussed at the meeting, to the other Party, The Manugement Committee may from
time to time make decisions by correspondence provided all the members have indicated
their approval of such decigions in such correspondernce.

Unless at least one (1) member or ils deputy of gach of the GOYERNMENT and the
COONTRACTOR is present, the Management Committee shsll be adjouned for a peniod
not o exceed eight (8) days. The Party being present shall then notify the other Party of
the new date, time and location for the meeting,

The agendu for mestings of the Managemont Committce shall be prepared by the
OPERATOR in accordance with instructions of the Chairman and communicated to the
Parties at Icast. fificen {15) days prior to the date of the mesting, The agenda shall inchide
any subject matier proposed by either the GOVERNMENT or the OPERATOR.
Decisions of the Managemert Committee will be wmade at the meetings  The
OPERATOR shall be xesponsible for preparing and keeping minutes of the decisions
mage at the mestings. Copies of such minuics shall be forwarded to cach Party for review
and approval. Fach Party shall revicw and approve such minutes within ten {10) days of
receipt of the draft minutes. A Party who fails to netify in writing its approval or
disapproval of such minutes within such ten (10} days shall he deemed to have approved
the minutes.

If tequired, the Management Committee muy raquest the creation of & technical sub-
committes or any other sub-committee to assist it. Any such sub-commitice shall be
composed of a roasonable number of experts from the GOVERNMENT and the
OPERATOR. ARer each mccting, the techmical sub-commillee or any other sub-
commiltes shall deliver a written report to the Management Committee.

Any costs amd expenditure incurred by the CONTRACTOR for meetings of the
Management Committee or any technical sub-committee or any other sub-committee
shali be considered as Petrolcum Costs and shall be recovered by the CONTRACTOR
in accordance with the provisions of Article 25,

ARTICLE 9 - GUARANTEES

Fach CONTRACTOR Entity shall provide the GOYERNMENT, if so required by the
latter pursuant to written notica received by the CONTRACTOR Entity within thirty
(30} days of the Effcctive Date, with a corporate guarantee in a form as shall be agreed in
wood faith between the GOVERNMENT and cach CONTRACTOR Entity not later
than ninery (90) days after the Effective Date, provided that such corporate guarantee
shall be given enly in respest of the Minimum Financial Corunitment for the First Sub-
Period and shall expire awtomatically upon completion of the performance of the
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9.3

1.1

Minimum Lxploration Obligations set out in Article 10.2¢d) and (£} or sxpenditure of
such Minimum Financial Commitment, whichever is the earlier.

Not later than sixty (60) days after the commencement of the Second Sub-Period, cach
CONTRACTOR Ertity shall provide the GOVERNMENT, if so required by the latter
pursuant to wristen notice received by the CONTRACTOR Entity within thirty (30 days
of such commencement date, with a corporas guarantee in:

(a) thc form substantially agreed between the GOVERNMENT and each
CONTRACTOR Entity for the First Sub-Period, if any, subject to meking the
changes necessary in order for the corporate guarantce to apply only to the
Second Sub-Peried, or

(k)  ifthere i¢ ne agroed form, in a form as shall be agreed in good faith between the
GOVERNMENT and each CONTRACTOR Entity not later than nincty (90)
days after the GOVERNMENT"s notice,

and provided in each case that such corporate gnaranies shall be given oely i respect of
the Minimum Financial Commitment for the Second Sub-Period and that such corporate
guarantee shall expire auwtomatically upon completion of the performance of the
Minimura Exploration Obligations set ont in Article 10.3(b) or expenditure of such
Mipimum Financial Commitment, whichever is the earlier.

In the cvent of an assignment by a CONTRACIOR Entity in accordance with
Article 39, the relevant third party assignee shall provide the GOVERNMENT, if so
required by the latter pursuant to wiitten notice given to such assignes within thirty (30)
days of the effective date of the assignment, with a corperate guarantee o the form
agrecd pursuant to Article 9.1 or 9.2, as applicable to the then current Sub-Period or,
the ehsence of any such agreed form of corporate guarantee, io & form as shall be ugreea
in good faith berween the GOVERNMENT und such assignee not later than ninety (90)
days after the offective datc of the assignment, provided that such corporate guarantee
shall be given only in respect of the Mintmum Financial Commitment for the then currvent
Sub-Pcricd, and shall expive automatically npen completion of the performence of the
Minimum Exploration Cbligations set out in Articles 10.2{(d) and (c) or Article 10.3(b),
59 the case may be, or expenditure of such Minimum Financial Commitment, whichever
is the earlier.

ARTICLE 10 — MINIMUM EXPLORATION WORK OBLIGATIONS

The CONTRACTOR shall start Exploration Operations within thirty (39) days of
Management Committee approval of the Exploration Work Program and Budget in
accordance with Arficle 8. The CONTRACTOR shall perform geological, geophysical
and’or drilling works as provided under Articles 102 to 1023 (the “Minimum
Exploration Obligations™). [f applicable, the said Minimum Exploration Obligations



10.2

10.3

shall be porformed during cach Sub-Period in accordance with prudent international
petroleum industry practice.

Dunng the First Sub-Period, the CONTRACTOR shall:

{a)

)

(e)

(d)

{e)

catry out geological and geophysical studics, comprising the following:
(i) the compilation of a technical databasc;
() the performance of a remote sensing study; and

(it field visit to veofy initisl geological and geophysical werk and remote
sensing results and plan for two dimensional seismic acquisition;

carry out a data search for existing data specific to this Contract Area, comprising
the following:

) wall data, it avanlable, for sxanple, electric logs:
) sewsmme data angd gravity duta, if «vailable; ana
(iii)  reprocess seismic dutm, if available;

perform ficld work eomprising structral, sratigraphic and lithologic mapping
and sampling;

acquire, process sud interpret approximately rwo hundred {200) linc kilemctres of
two dimersiopal seismic data within the Contract Ares, commitzing for this
purpose @ minimum financial amount of approximately six million Dollam
(USE6,000,000); and

drifl onc (1) Exploration Well {the “Firs¢ Exploration Well"). comamitiing for
this putpose a minimur financial amount of appreximately ten million Dollars
(USE10,000,000).

Durinig the Second Sub-Period, the CONTRACTOR shall:

(a)

(b}

acquire, process and imterpret funther scismic data (being cither two dimensional
or three dimansional), if the CONTRACTOR considers that the results from the
First Exploration Well justify the acguisition of further seismic data; and

drill one (1) Explorution Well (the “Second Exploration Well'} commuting tor
this purpose a minimum financial amount of ten million Dollars {UJS$10,000.000),
unless the data from thc First bxploration Well demonstrates w0 the
CONTRACTOR acting reascnably that there is not a reasonable technical case
for drilling the Second Exploration Wells in the Contract Area.



16.4 Notwithstanding the provisions in Anticles 102 to 10.3, for the cxecution of the
Minimum Exploration Obligations under Articles 10,2 to 10.3, it is agreed as follows:

(a)

)

(c)

{d)

Minimum Exploration Obligations m the Second Sub-Period shall oaly apply m
the event the CONTRACTOR has not elected to notify the COVYERNMENT
that it will not enter into the Second Sub-Period, ie accordance with and subjcct to
Article 6.4.

Subject @ Article 10.4{a), the CONTRACTOR shall be reguired to meet it
Minimom Exploration Obligations tor the applicable Sub-Perniod, aven 1f thig
entails exceeding the Minimum Financial Comntitment for such Sub-Pedod, I
the CONTRACTOR has satisfied its Minimam Exploration Obligations without
havimg spent. the total Mimimum Finaneis] Commitment tor such Sub-Period, it
shall be deemed te have satisfied its Minimym Exploration Obligations for such
Sub-Period.

Each Exploraticn Well shall be drilled to the depth agreed by the Management
Committee unless:

() the formadion is cncowntered at a lessar depth than oniginally anticipated,;
(i}  basement is encountered at a lesser depth than originzlly anticipated,;

() inthe CONTRACTOR's sole opimon continued drilling of the relevant
Exploration Well presents a hazard due to the presence of abnormal or
unforcscen conditions;,

(iv)  insurmountable technical problems are encountered rendering it
impractical to continue drilling with standard equipment; or

(v}  petroloum formations arc cocountered whose penctration requires laying
proteetive casing that dees not cnable the depth agreed by the

Management Commintee to be reached;

provided, howewver, that in no event shall Contractor be required to drll an
Exploration Well deeper than three thousand five hundred metres {3,500m).

If drilling is stopped for any of the foregeing reasons, the Exploration Well shall
be deemed to bave been drilled to the depth agreed by the Management
Committee aml the CONTRACTOR shall be deemed to have satisfied its
Mininmun Exploration Obligations in respect of the Exploration Well.

Any geological or geephysical work carried out or any seismic data scquired,
processed or interpreted or amy Exploration Well drilled or any other work
parformed in ¢xcess of the Mininmum Exploration Obligations and/ot any amounts
spent in excesy of the tolal Minimum Financial Commitment in any given Sub-
Periwod, shall be carried forward to the next Sub-Penod or any oxtension period
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113

1.4

and shall be taken into account to satisfy the Minimum Exploration Obligations
and/or the total Minimum Financizl Commitment for such subsequent Sub-Period
or cxtension period.

()  For the avaidance of doubl, if: {i) in the First Sub-Period, the CONTRACTOR
pecforms any of the Minimum Exploration Obligations prescribed for the Second
Sub-Period in Article 10.3; and (i) the CONTRACTOR has vot elacted to nolify
the GOVERNMENT that it will pot enter nte the Sccond Sub-Peried (in
accordance with and subject to Article 6.4), the performance of such Minimum
Exploration  Obligations shall be decmed to satisty the same Minimum
Exploration Obtigations for the Second Sub-Pericd.

ARTICLE 11 - EXPLORATION WORK PROGRAMS AND BUDGETS

Within forty-tive {(45) days following the Effcctive Date, the CONTRACTOR shall
prepare and submit to the Management Committee & proposed worls program and budget
relzting to Faploration Operations (the “Fxploration Work Pregram uad Budget”) for
the remainder of the Calendar Y car. Thercafter, no fater than 1 October in cach Calendar
Year, the CONTRACTOR shall submit a proposed Exploration Work Program and
Budget to the Mapagament Commitree for the following Calendar Year,

Lach Explovaton Work Program and Budget shall include detzils of, but not be limited
to, the following:

(a) work to be undertaken,
(b) matenizls, goods and equipment to be acquired;

()  cest estimate of services to be provided, including services by third parties imdior
Affiliated Companies of any CONTRACTOR FEntity; and

{dy  estimated expenditures, broken down by cost centre in accordance with the
Accounting Procedure.

The Management Committes shall mect within sixty (60) days follosing its receipt of
CONTRACTOR's proposal to examine and approve the bxpleration Work Program and
Budget.

If the GOVERNMENT requests any madificaiion te the Exploration Work Program and
Budget, the Management Commitiee shall meet to discuss the Exploration Werk Program
and Budget and propoesed modifications thereto within the sixty (60) day period referred
to n Article 11.3. The CONTRACTOR shall communicate its comments on any Sieh
requested modifications 1 the GOVERNMENT at the meeting of the Management
Committee or in writing prior te such meeting.
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11.6

12.1

The CONTRACTOR shall be authorised to make expenditures not budgeted in an
approved Exploration Work Program and Budget provided that the ageregate amonnt of
such expenditures shall not exceed ten per cent (10%) of the approved Exploration Work
Program and Budget tn any Calendar Year and provided further that such excess
expenditures shall be reported as soon as is reasonably practicable to the Management
Committee. For the avoidance of doubt all excess expenditures shall be recovered by the
CONTRACTOR in accordance with the provisions of Article 25, provided thal any
excess xpenditures above the ten per cent (10%} limit shall only be recovercd with the
unanimeous approval of the Management Committoe.

In cascs of cmergency, the CONTRACTOR mey inonr such additional expenditures as it
deems nscessary to protect life, environment or property. Such additional cxpendimres
shall be reported promptly 1o the Management Committer, For the svoidance of doubt,
such additional expenditure shall be considercd Petroleum Costs and shall be recovered
by the CONTRACTOR in accordance with the provisions of Article 25,

ARTICLE 12 - DISCOVERY AND DEVELOPMENT

[f the drilling of an Exploration Well tesults in a Discuovery, the CONTRACI'OR shall
notify the GOYERNMENT within forty-eight (48) hours of completing tests confirming
the presumed exigtence of such Discovery or within such longer period as the
CONTRACTOR teasonably requires to determine whether or not thers is a4 Discovery,
Within  thirty (30) days following no6ificsion of the said Discovery, the
CONTRACTOR shall present to the Management Committer all technical data then
availablc topcther with its opinion on the commercial potential of the said Discovery (the
“Discovery Report”). The CONTRACTOR shall provide in 4 timely manner such other
information relating lo the Discovery zs the GOVERNMENT may rcasonably request.

Appraisal Work Program and Budgetf

12.2

[f, pursuant to Article 12,1, the CONTRACTOR considers that the Discovery has
commercial potontial it shall, within mnety (90) duys following notification to the
GOVERNMENT of the Discovery, submit an appraisal program in respecet of the
Discovery (the “Appraisal Work Program and RBudget™) 1o the Management
Committee. The Management Committes shall exannine the Appraisal Work Program and
Budget within thirty (30} days of its receipl. If the GOVERNMENT reqjuests any
modification to the Apprassal Work Program and Budget, the Management Committec
shall meet to discuss the Appraisal Work Program and Budget and the requested
modifications thereto within sixty (60) days from ity veceipt of the proposed Appraisal
Work Program and Budget. The CONTRACTOR shall communicate its comments on
any such roquesicd modifications to the GOVERNMENT at the meeting of the
Menagement Committee or in writing prior to such meeting.

The Apprinsal Work Program and Budget shall include the following:



(a)  an appraisal works program and budget, in accordance with prudent international
perroleum industry practice;

(h)  snestimated time-frame for completion of uppraisal works; end

(c)  the delimitation of fhe area to be evaluated, the surfece of which shall not ¢exceed
twice {2 x) the susface of the gaolopical structure or prospect o be sppraised (the
“Appraisal Area”).

I£, following a Discovery, a rig acceptable o tha CONTRACTOR is available to dnll a
well, the CONTRACTOR may drill uny additional Exploration Well or any Appraiszl
Well deemcd necessucy by the CONTRACTOR before or during the Management
Committee’s review of the Discovery Report provided in accordance with Article 12.1 or
its review of the Appraisal Work Program and Budget,

The CONTRACTOR shall be authorised 1o incor expepditures not budgeted in an
approved Appraisal Work Program and Budget pravided that the nggrogate amount. of
such axpenditures shall not exceed ten per cent (10%) of the approved Appraisal Work
Program and Budget in any Calendar Ycar and provided further that such excess
expenditures shall be reportes) as soon as is reasonably practicable to the Managernent
Committee. For the avoidance of doubt, all excess cxpenditures shall be cecovered by the
CONTRACTOR in accordance with the provisices of Article 25, provided thas any
excess exponditures above the ten pet cent (10%) limit shiall only be recovered with the
unanimous appzoval of the Management Comumittee,

Apprajsal Report

12.4

125

The CONTRACTOR shall submit a detailed report relating 1o the Discovery (the
“Appraisal Report™) to the Management Committes within ninety (90) days following
complction of the Appraisal Work Program and Budget.

The Appraisal Report shall include the following:

(a)  geological conditions;

(t)  physical properties of any liquads;

) sulphur, sediment and water ¢content;

(d)  type of substunces obtained;

(e) Natural Gas composition,

{(h  production forecast per well: and

{g)  aprelintinary estimate of recoverable reservas.
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Declaration of Commercial Discovery

12.6

127

Together with its Appraisal Report, the CONTRACTOR shall submit a writen
staterient o the Management Committee specifying that:

(a) the CONTRACTOR hes determined that the Discovery is a Commercial
Discovery;

(b  the CONTRACTOR has determined that the Discovery ig not a Commergial
Discovery',

(c)  the CONTRACTOR has determined that the Discovery is a significan:
Discovery, which may become a Commercizl Discovery subject te additional
exploration and/or appraiszl works within or vutsice of the Apprasal Area; or

(d) the CONTRACTOR has determined that the Discovery is a significant
Discovery of Non-Associatcd Natural Gas, which may become a Commercial
Discovery subject to Gas Marketing Operations, in accordance with Aricls 14.5.

In ¢ase the starzment of the CONTRACTOR comrcsponds to Article 12.6(c), the
CONTRACTOR shall submit 2 Work Program and Bundget to the Management
Committee withie thirty (30) days following such statement. Any well drilled to cvalnate
the said significant Dis¢overy shall be considered an Exploration Well.

Development Plan

128

[i’ the Discovery has been declared a Commercial Discovery by the CONI'RACTOR
pursuant to Article 12.6(a} or Article 14.5(a), the CONTRACTOR shull submit a
proposed Development Plan io the Management Committee within one hundred cighty
(180} days following such declatation. The Deveclopment Plan shall be in accordance
with prudent intermational peiroleum industry practice. Except with the consent of the
GOYERNMENT, such Development Plan shall inelude details of the following as
applicable:

(a)  the delimitaiion of the Production Area, taking inte account the results of the
Appraisal Report regarding the importance of the Peucleumn Fisld within the
Appraisal Arca;

{b) dritlling and conipletion of Development Wells;
(c) drilling and completion of water or Natural Gas inpection wells;
(d)  laying of gathering pipelines;

{c)  installstion of separators, tanks, pumps and any other associzted production znd
injection facilitics for the production;



12.9

12.10

(f}  treatment and transportation of Petroleumn to the processing and storage facilities
onshote or offshore;

(&) laying of ¢xport pipelings inside or omside the Contract Area to the storage
facilicy or Delivery Point:

(k) construction of storage taciiities for Patroleum:;

(i) plan for the utilisaticn of Associnted Natural Gas;

) training commitment in secordance with Article 23;

k)  apreliminary decommissioning and sits vestoraticn plan;

I} all conbacts and arrangements made or to be made by the CONTRACTOR for
ihe sale of Natural Gas;

{m}  to the extent available, all centracts and arvangements made or to be mede by
Persons in respect of that Natural Gas downstream of the point at which if ig to be
sold by the CONTRACTOR and which are relevant te the price at which (and
other temms on which) it is to be seld by the CONTRACTOR or are otherwise
relevaat to the determination of the value of it for the purposes of this Conrract,
but ot beyond the point st whick it is tirst disposed of in an Arm's Length Salc;

(n)  cach CONTRACTOR Entity’s plans for financing its interest, it any; and

(o)  any other operations not expressly provided for in this Contract bur rcasonably
necessary for Developmant Operations, Production Operations and delivery of
Petroleum produced, in accordance with prudent intemational petroleum industry

practice.

[he Management Commitiee shall usc its best efforts t approve the Development Plan
within sixty (60} days after us receipt of such plan. The Development Period for cach
Commercial Discovery within a Develeptent Plan shall be extended for the number of
days in excess of such sixty (60) day period tha! it takes for the Management Committee
to approve the Development Plan. The Devalopment Plan shall e considered approved
by the GOVERNMENT if the GOVERNMENT, through its representatives on the
Managemert Committee, indicates its approval in writing,

[f the GOVERNMENT rcquests any modifications te the Development Plan, then the
Management Committee shall meet within siaxty (6) days of teccipt by the
CONTRACTOR of the GOYERNMENT's written wnotification o requested
modifications accompanied by all the docuraeris justifving such reguest, and shall
discuss such request.  The CONTRACTOR shall communicate its comments an any
such requested modifications to the GOYERNMENT at such meeting or in writing prior
to such meeting. Any modification approved by the Managemen: Commitiee ar such
meeting or within a further period of thirty (30) days from the date of such meeting shall
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e incorporated into the Development Plan which shall thert be dcemed approved and
adopted.

If the CONTRACTOR makes scveral Commercial Discoveries within the Contract Arca
gach such Commercial Discovery will have a scparate Production Arca.  The
CONTRACTOR shull be entitlcd to develop and to produce cach Commercial
Discovery and the GOVERNMENT shall provide the appropriate Permits covering each
Production Area. In case the arca covered by the Commercial Dhweovery extends beyend
the boundaries of the Conlract Area, and to the extent such area outside the Contract Avea
is not the subject of a Petroieumn Contract (a5 defined in the Kurdhstan Reogion Oil and
Gias Taw) with a third party, the provisions of’ Article 34.2 shall apply.

ARTICLE 13 - DEVELOPMENT AND PRODUCTION WORK PROGRAMS AND

13.1

BUDGET

Upor the approval of the Development Plan by the Mamagement Comimitiee, the
CONTRACTOR shalt start the Developraent Operations for thy Commereial Discovery
m accordance with (he Development Plan and prudent internationzl petroleum industry

practice.

Approval of Development Weorks Program and Budget

13.2

133

Within ninety {90) days following approval of the Development Plan by the Management
Commitree, the CONYRACTOR sholl prepare and submit to the Management
Committee 3 proposed work program and budget for Devclopment Operations (the
“Development Work Program and Budget™) ta be carried out in the Production Area
for the duration of the Development Opcrations. Thereafier, no later than 1 Octeber in
cach Calendar Year, the CONTRACTOR shall submit to the Management Cominitlee
updates in respect of s Development Work Program and Hudget. To enable the
Management Committee to forecast expenditures, cach Development Work Program and
Budget shall include details o the following:

ia) works to be carricd out;
by  material and cquipment to be acquired by main catcgories:

{c}  type of scrvices to be provided, distinguishing between third parties and
Affiliated Companies of any CONTRACTOR Entity, and

{d}  categories of gencral and administrative expenditure.

If any modification to the Development Work Program and Budget is requested by the
GOYERNMENT, the Management Commitece shall meet to discuss the Devilopment
Work Program and Budge: and proposed modifications thereto within sixty (60) days
from its receint of the proposed Development Work Program apa Buedget, The
CONTRACTOR shzll communicate irs comments on any such requested modifications
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13.5

o the GOVERNMENT at the meeting of the Management Committee or in writing prior
to snch mgeting,

The CONTRACTOR shail b authorised to incur cxpenditures not budgeted in an
approved Development Work Program and Budget provided that the apgregate amount of
such expenditures shall not exceed ten per cont (10%) of the approved Development
Worle Program and Budget in any Calendar Year and provided further thar such cxccss
cxpenditures shall be reported as suon as s reasomably practicable to the Management
Committee. For the avoidance ef doubr, ail excess expenditures shall be recovered by the
CONTRACTOR ir accordance with the provisions of Article 25, provided that any
cxcess expenditures above the ton per cent (10%) limit shatl valy be recovered with the
wnanimous approval of the Management Commitiee.

In cases of emergency, the CONTRACTOR may meur such additionai expenditures as it
deemy necessury to protect life, environment or property. Such additicnal expenditures
shall b¢ reported prompily to the Management Committes, For the avoidance of’ doubt,
such additional expenditure shall be considered Petroleurn Costs and shall be recovered
by the CONTRACTOR in accordance with the provisions of Adticle 25.

Approval of Anpual Production Works Programs and Budget

3.6 No later than 1 October of the Calendar Year preceding the estimuted commencement of

13.7

production pursuant te wn approved Development Plan and thercafler no later than 1
October ) ¢ach Calendar Year, the CONTRACTOR shall preparc and submit to the
Maragzment Commitize a proposed work program and budget for Production Operations
(the “Production Work Program and Budget”) for the foltowing Cualendar Year, To
cnable the Management Coramittee to forecast expenditures, the Production Work
Pregram and Budget shall include details of the following:

(v} waorks to be eerried out;
(b)  material and equipment to be acquired by main categories;

(c) type of services o bo provided, distinguishing between third partics and
Afiiliated Compantes of any CONTRACTOR Lntity; and

(d)  categories of general and administrative expendityre,

[f any modification to the Production Work Program and Budget is rcquested by the
GOVERNMENT, the Managcment Committee shall meet to discuss the Production
Work Program and Budget and proposed moditications thereto within sixty (60) days
fruom its geceipt of the proposed Production Work Propram and Budget. The
CONTRACTOR shall communicate 18 commants on gny such requested modifications
o the GOVERNMENT u: the meeting of the Management Commitiee or in writing prior
ta such meeting.
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13.10

The CONTRACTOR shall be auwthorisad ro incur expenditures not budgeted in an
approved Production Work Program and Budget provided that the szgresste amount of
such expenditures shall not exceed ten per cent (10%) of the approved Production Work
Program and Budget in any Calendar Year and provided further that such excess
expenditures shall be reported as svom as reasonably practicable to the Management
Committee. For the aveidance of deubt, all excess expenditures shall be recovered by the
CONTRACTOR i accordance with the provisions of Article 25, provided that any
excess expenditure above the ren per cent (10%) {imit shall only be recoverad with the
unanimous approval of the Management Committee.

In cases of emergency, the CONTRACTOR may incur such additional expenditure as it
deers necessary to protect. life, environment or propedty. Such additional expenditurcs
shail be reported promptly to the Management Committee. For the avoidance ¢f doubt,
such additional expenditure shall be considered Petroleum Costs and shali be recovercd
by the CONTRACTOR in accordance with the provisions of Article 25,

After the commencement of Commercial Preduction the CONTRACTOR shall pay to
the GOYERNMENT, in arrears, an annual surface rental fox the Production Area, of one
hundred Dollars (USEI00) per square kilotuetre per Contract Year (“Production
Rental”}. Suck Production Rental shall be considered as & Petroleum Cost and shall be
recovered by the CONTRACTOR in accordunce with the provisions of Anticle 25.

ARTICLE 14 - NATURAL GAS

Use for the Petrolewm Operations

14.1

14.2

To take zecount of specifiv conditions relating to Natwral Gas and to promote its
development in the Kurdistan Regien, the GOVERNMENT will grant specific henefits
to the CONTRACTOR on principles materially similar to those comtained in this
Contract, including, consistent with the Kurdisten Region Ol and Gas Law, and with
terms in respeet of the recovary of Petroleum Costs and the sharing of Profit Patroleym
that are more favourahle than those in respect of Crude OilL

The CONTRACTOR may freely use any Naturul Gas required for the Pemoleur
Opcrations. If technically and cconomically justified, the CONTRACTOR shall have
priority 1o usc any Natural Gas for the purpose of enhancing recovery of Crude Oil in
accordance with prudent intemational petroleum industry practice and Article 14,

Associated Natural Gas

14.3

W

Any excess Associated Nawral Gas produced that is neither used in the Petroleum
Operations nor  developed and sold by the CONTRACIOR skall, uwpon the
GOVERNMENT's written request, be transferred at she first practicable delivery point
as agreed between the Partics, free of charge o the GOVERNMENT. In such casc, the
GOVERNMENT shall be solely responsible for colleciing, treuting, compressing and
transporting such Natural Gas from such agreed delivery peint and shall be soleiy liable
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for any sdditional direct and indircct costs associated therewith, The construction and
opetation of tequired facilities as well es the offtake of such cxcess Associated Natural
Ges by the GOVERNMENT shall occour in accordance with prudent international
petroleum industey practice and shall not interfere with the production, lifting and
transportation of the Crude Ol by the CONTRACTOR. For the avoidance of doubt, all
expenditure incwrred by the CONTRACTOR up to such agreed delivery puint shall be
cansidercd Pctrolcum Costs and shall be recovercd by the CONTRACTOR in
accordance with the provisions of Article 23,

in the event the GOVERNMENT finds a market for Associated Natural Gas, it shall
prompily give written netice @ the CONTRACTOR, and the CONTRACTOR may
elect to participaic in supplying such Associeted Netural Gas within ninety (90) duys
following notification thereof by the GOYERNMENT, [f the CONTRACTOR clocts to
participate in supplying Associated Natural Gas to such marker, all expenditures
associated with any nceessary facilities shall be peid for by the CONTRACTOR. For the
avoidance of deubt, such expenditure incumred shali be considered Petrolaum Costs and
shall be recoverad by the CONTRACTOR in aceordance with the provisions of Atticle
25,

Non Assoctated Natural Gas

144  Until an approved Natural Gas sales contract is executed in respect of all volumes of

4.5

14.6

Natural Gas expected to be produced, the CONTRACTOR shall be entilled during the
Explonation Periecd and the Development Period o earry out Gas Marketing Operations.

If, pursuant wr Article 12.6{d), the CONTRACTOR has determined that the Discovery (s
a significant Discovery of Non-Associated Natural Gas, which may become a
Commcreial Discovery subject to Gas Marketing Operations, it shall carry oui Gas
Marketing Operations, at the end of which it shall submit a written statement to the
Managcment Committee specifying that:

(a) the CONTRACTOR has determined that the Discovery is a2 Commercial
Discovery; ur

(by  the CONTRACTOR has dctermined that the Discovery is not a Comimercial
Discovery.

For the purpose of this Contract, “Gas Marketing Operations” means any activity under
this Contract relating to the marketing of Non-Associated Natmral Ges, including any
cyaluation to find a commmercial market for such Non-Associated Natural Gas aod/or to
find a comroercially viable technical means of extraction of such Non-Associated Natural
Cas and may includs activitics rclzied o evaluating the guantities of Non-Associated
Natural Gas t be sold, s cualicy, the geegraphic location of pofential markets (¢ bo
supplied 15 woll 88 evaluating the costs of production, wansportation and distribution of
the Non-Associated Natural Gas from the Delivery Point to the relevant matket.
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14.7

14.8

14,9

14.10

All ¢osts and ¢xpenditure incured by the CONTRACTOR in the performance of the
activities in relation to the Gas Marketing Operations shall ba considersd Petroleum
Costs.

Ne later than | October of the Calendar Year preceding the Calendar Year in which any
Gaz Marketing Operations are duc to occur, the CONTRACTOR shall prepare and
submit to the Management Committec its Gas Markoting Work Program and Budget for
the following Calendar Year. To ¢mable the Management Committee to forccast
expenditurss, the Gas Marketing Work Program and Budget shall includc the following:

(2)  works to be carried out;

(b) typs of scrvices to be provided, distinguishing between third parties and
Affiliated companics of any CONTRACTOR Entity; and

(c)  calegones of geneoal and admimistrative expenditure.,

1f any modification to the Gas Marketing Work Program and Budget is requesicd by the
GOVERNMENT, the Management Committee shall meet 1o discuss the Gas Marketing
Work Program and Budget and proposcd modifications thereto within sixty (50) days
from s receipt of the proposed Gas Marketing Work Program and Budget. The
CONTRACTOR shall communicate its comments an any such requesied modifications
to the COVERNMENT at the meeting of the Munagement Committee or in writing prior
to such mccting.

The CONTRACTOR shall be authorised to incur expenditures not budgeted in an
approved Gas Marketing Work Program and Budget provided that the apgregate amount
of such expenditure shell not exceed ten per cent {10%) of the approved Gas Marketing
Work Program and Budget in any Czlendar Year and provided turther that such excess
expenditures shall be reported as soen as reasonably practicable to the Management
Committes, For the nvoidance of doubt, all excess expendiures shall be recovered by the
CONTRACTOR in accordance with the provisions of Article 25, provided that any
oxcess expenditure above the ten per cent (10%) limit shall only be recoversd with the
unanimous approval of the Managemont Comuniitee.

If any Non-Associated Natural Gas 18 discovered within the Contract Area. and the
CONTRACTOR rcasonably considers that the Non-Associated Natural Gas Discovery
will only be a Commercial Discovery if cortam terms of this Contract are amended, it
shall be entitled o request amendments to this Contract, with its reasons. The
GOVERNMENT shall i good faith give reasonable consideration to  the
CONTRACTOR's proposed amendment and rezsons and the Parties shall in good faith
altempt to agree on (10 necessary amendmonts to the Contract. I£ the Partics are unable
t¢ agrse on such amendments, and the Exploration Period expires without the
CONTRACTOR having declarad such Discovery to be a Commercial Discovery in
accordamee with Article 12.6{a) or Article 14.5(a), and subsequently within a period of
eighl (§) years from the end of such Exploration Period, the GOVERNMENT reaches
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agreement with any third party to devalop such Discovery (the “Gas Development™),
then the following provisions shall apply:

(%)

)

cither bedfere or ypon agrecment in relation to the Gas Development having been
reached (and whether or mot such agreement is recorded in 2 fully termed
praduction sharing and/or eperating or other like agreement), but before such
agreement is signed (the "Proposed Contract”™) (subject only to the rights of cach
CONTRACTOR Entity to pre-cmpt such Proposed Contract pursuant to Article
14.140(k) and such conditions &s may bo applicable}, the GOYERNMENT shail,
as soon as reasonably practicable after the oceurrence of such circumstances,
sarye on cach of the CONTRACTOR Catitics, a notice to that effect and shall
with such notice provide such information and main terms of such agreement as
the CONTRACTOR Entities may rossonably request to determine if they wiil
exereise their rights (the “Agreed Terms'™), including:

(iy  the ideatity of such third party;
(i) the effective date of the Proposed Contract;

(i)  the applicable commercial terms, including bonuses, royalties, cost
recovery, profit sharing, taxation and any other sinvilar terms; and

(v 2l and any miaterial conditions to which the Proposcd Contract is subject

Upon a request from any CONTRACTOR Eatity, the GOYERNMENT will
provide ail the CONTRACTOR Entities with such further information aod terms
as may be roasonably requested by any CONTRACTOR Entity.  Within one
bundred and cighty days {180} days after receipt of a notice and any further
information under Article 14.10(a) in relation to a Proposed Contract each of the
CONTRACTOR Entities shall clect cither:

(1) to enter into the Proposed Contract on the same or substantially similar
terms to the Agreed Terms, with the right to cost recover all Petrolenm
Costs incurred under this Contract against sll Petroleum revenues received
under the Proposed Contract, up to any cost rocovery limits set out thgrein;
or

(1)  to waive the aforesaid right of pre-vmption fn relation to the Proposcd
Cantract;

and shall serve notice accordingly wpon the GOVERNMENT and all the
CONTRACTOR Emities and in default of receipt by the GOVERNMENT of
any such notice within such period of one hundred and eighty (180) days such
CONTRACTOR Entity shall be deemed conclusively 10 bave served a notice
electing to waive its aforasaid right of pre-emption i relstion to the Proposcd
Contract.
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14,11

(c)  In the event that more than one of the CONTRACTOR Entitics cxcrcises its
rights under Article 14.10(0)(i} in relation to the Proposed Contract, then the
GOVERNMENT shall transfer or grant each such CONTRACTOR Entity an
interest in the Proposed Contract vpon the Agreed Terms (in accordance with
Article 14.10(b)(i}) in the proportions in which their respective percentage
interests bear to the aggragate of thew respective percentage interests under the
relevant Joint Operatmg Agreement (as it applied at the cnd of the Exploration
Period) or in such other proportions as such CONTRACTOR Entitics shall agree
between them.

(d)  In the event that one of the CONTRACTOR Entities exercises ite rights under
Article 14.10(b)(1) i relation to the Proposed Contract then the GOVERNMENT
shall transfer or grant the whele of the interest in the Proposed Contract upon the
Agreed Temms [in accordance with 14.10{5)i}) to such CONTRACTOR Entity.

(¢}  Inthe event that nonc of the CONTRACTOR Entities exercises its rights under
Article 14.10(bX1) then the GOVERNMENT way enter inio the Proposad
Contract on terms po more favourable to its counterparty than the Agreed Terms
and, in such case, the atoresaid rights ol pre-emption shall thereupon cease to
apply in relation to the Proposed Contract.

If the pre-amption rights in Article 14,10 are nol exercised und the COVERNMENT
enters inta the Proposed Contract with the thind parly concemed, the GOVERNMENT
will use its best endeavours to avoid any effect which may hamper the Petroleuwm
Operations of the CONTRACTOR while producing Petroleum,

Elaring

14.12 Flaoing of Nawwal Gas in the course of activitics provided tor under this Contract, is

151

prohibitad except (1) short-term flaciag up to twelve (12) Months necessary for testing or
other operational reasons in accordance with prudent intermationsl petrolcum industry
prectice {which shall include the flaring of Associated Natural Gas o the extent tha
CONTRACTOR considers that re-injecting Associated Natural Ges 8 not justified
teehnically and cconomically and provided the GOVERNMENT decides not to take
such Associated Natural Gas), or {ii) with the prior authonsaton of the
GOVERNMENT, such authorisation not to be unreasonably withheld or delayed. The
CONTRACTOR shall submit such request to the GOVERNMENT, which shall include
an cvaleation of roasonable alternatives to flaring that have been considered along with
information en the amount and quality of Nafural Gas involved and the duration of the
requested flarimg.

ARTICLE 15 - ACCOUNTING AND AUDITS

The CONTRACTOR shall keep in its offices in the Kurdistan Region copics of all
books and accounts of all revenucs rclating to the Petcolewen Operations and ail
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154

15.5

13.6

Potreleurn Costs (the “Accounts™), axcept during the Exploraton Period, when the
CONTRACTOR shall ke entitled to keep the Accounts at its headguanters Abroad, The
Accounts shall reflect in detail expenditure Incurred as 4 function of the gquantities and
value of Petroleum produced, and shall be kept for o penod of five (5) years. All
Accounts which are made available to the GOVERNMENT in accordance with the
provisions of this Contract shall be propared in the English language. The Accounts shall
be kept m accerdance with prudent wmiemational peirolesin mdusfry practice and in
accordance with the provisions of the Accounting Procedure, The Accounts shall be kept
in Daollars, which shall be the reference currency for the purposes of this Contract.

Within ninety (90) days following the end of sach Calendar Year, the CONTRACTOR
shall submit to the GOVERNMENT a summary stalement of all Petrolenm Costs
incurred during the =zaid Calendar Year. The summary statemert shall also include a
profit caleulation pursuant to the provisions of Aricle 26.

The GOVERNMENT shall have the right:

(2)  to request an andit of the Accounts with respect to ¢ach Calendar Year within a
period of two {2) Calendar Years fetlowing the end of such Calendar Yeur (the
“Audit Request Period™); and

(h) to retain an auditor of intemational stunding famihar with intemational petroleum
industry accounting practice to undertake or assist the GOVERNMENT to
undertake the audit.

Notwithstanding paragtaphs (a) and (b} of this Article 153, the GOVERNMENT shall
havs the right o audit the Accounts with respect to each Calendar Year at any tiwe n the
casc of manifest crror or fraud.

The reasonable cost of retaining 2n auditor pursuant to Article 15.3 shall be borne by the
CONTRACTOR and treated as a Petroleum Cost for the purpose of cost recovery under
Article 25.

During the Audit Request Peried for any Calendar Ycar but¢ not thercafter, the
GOVERNMENT, acting reasconably and in accordance with prudent intemational
petrolsum industy practice, may roquest in writing all rcasonably available information
and! justifications for its audit of Petrelcum Costs.

Should the GOVERNMENT consider, on the basis of dala and information available,
thet the CONTRACTOR mads a material mistako or there is any irregularity in respeot
of the Accounts and considets that any corrections, adjustments or amendmeonts should be
made, the GOVERNMENT shall make any wudit exceptions in writing and notified to
the CONTRACTOR within six (&) Months of the date of request referred to in Asticle
13.3, and failure o give such written exception within such time shall be deemed to be an
acknowledgement. of the correctness of the CONTRACTOR's Accounts.



15.7

15.8

16.1

In respect of any audit cxception made by the GOYERNMENT in accordance with
Arucle 15,6, the CONTRACTOR shall then have sixty (60} days to muke necessary
corrections. adjustments or amendments or [0 present its commients in writing or request a
mecting with the GOVERNMENT. The GOVERNMENT shall witinn thirty (30) days
of the CONTRACTOR s response, notity the CONTRACTOR in writing of its posidion
on the corrections, adjustments, amendments or comments. If thercafier there still exists a
disagreement betwzen the GOVERNMENT and the CONTRACTOR, the dispute will
be settled in accordance with Article 15.9.

In addition to the annual statements of Petreleum Costs as provided in Article 152, the
CONTRACTOR shall provida the GOYERNMENT with such production statcracnts
and reports, as required pursuant to Article 16.3.

Any dispute between the Parties vnder this Article 15 that cannot be sgltied amicably
within sixty (60) days of the GOVERNMENT’s final notice under Article 15.7, may be
submitted toc an eapert on the request of either the GOVERNMENT or he
CONTRACTOR in accordance with the provisicns of Article 42.2. Notwithstanding the
provisions of Artcle 42, in this specific instance the decision of the expert shall not
necessarily be final and either Party may decide to submit fc matter 1o arbitration in
acenrdance with the provigions of Article 42.1.

ARTICLE 16 - CONTRACTOR’S RIGHTS AND OBLIGATIONS
tativ:

If not done already, within pinely (99) days following the bffective Dets, cach
CONTRACTOR Entity shall open un office and appoint a permanent represcatative in
the Kurdistan Region, who may be contacted by the GOVERNMENT with regard to any
matter relating to this Contract and will be entitled to receive any correspondence
addrossed to such CONTRACTOR Entity.

Conduct of Pctrolenm Operations

16.2

The CONTRACTOR shall carry out all Petroleun Operations in accordance with the
provisions of this Contruct, prudent intervationzl petroleum industry practice and
applicable Kurdistan Region Law.

The CONTRACTOR shall be responsible far the conduct, management, contral and
administration of Potroleum Operations and shall be entitled 1o conduct Pelroleum
Operations in accordance with the provisions of thiz Cortract. In conducting its
Petrolcum Opcrations, the CONTRACTOR shell hava the right fo use any Affihate of
each CONTRACTOR Entty, its and their Subcontractors, and the cmployees,
consultants, and agents of ¢ach of the forcgoing. The CONTRACTOR and all such
Persons shall at ail times have free access to the Contract Area and any Production Areas
tor the purpose of carrying out Petroleum Operations,



Information and Reports

16.3

The CONTRACTOR shall provide the GOVERNMENT with periodic deaiz and activity
reports relating to Petroleum Operations. Said reports shall inchude details of the
following:

{a) information and data regarding all Exploration Operations, Development
Operations and Production Operations (as epplicable) performed during the
Calendar Year, including any quantities of Petroleum procduced and sold;

£y  data end informution regarding any transportation fucilities built and operated by
the CONTRACTOR;

{c)  astaternent specifymg the numhber of persomnel, ther title, their nationality 23 well
as a report on any medical services and equipment made available to such
personnel; and

(dy = descriptive statzment of all capital assets acquired for the Petroleum Operutions,
indicating the date and price or cost of theix acquisition.

Requircmcent for Petroleum Operations

16.4

The CONTRACTOR may freely use any Petrolesm produced within the Contract Area
ter the Petroleum Opcrations.

Supcrvision by the GOVERNMENT

16.5

The CONTRACTOR shall at all times provide rcasonable assistance as may reasonably
be requosted by the GOVERNMENT during its review and verification of records and
of any other information relating to Petroleum Operations at the offices, worksites or any
other facilitics of the CONTRACTOR.

Upon giving reasonable prior notice o the CONTRACTOR, the GOVERNMENT may
send a reasonable number of representatives to the work-sites or any other fugilities of the
CONTRACTOR in the Kundistan Region to perform such reviews and verifications. The
representatives of the GOVERNMENT shall at all times comply with sny seafety
regulations imposcd by the CONTRACTOR and such reviews and verifications shall
not hinder the smooth progress of the Petrolewm Operations.

\ {0 Faciliti

16.6

W{n

For the pstformance of the Petroleur Opsrations, the CONTRACTOR, any Affiliate of
cach CONTRACTOR Entity, its and thcir Subcontractors and the cmplovecs,
consultants and agents of each of the forcgoing shall at all times be granted free aceess to
the Contract Area and to any facilities for the Petroleum Operations located within or
outside of the Contract Area or within or outside the Production Area, for the purposc of
carrying out the Petrolcum Operations.
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Use of Facilities

167  Upon nofice from the GOVERNMENT, ths CONTRACTOR shall make available to a
reasonable number of represcatatives of the GOYERNMENT those of the
CONTRACTOR’s facilities which arc nocessary to enable such representatives to
perform their tasks related to this Contract and the Kurdistan Region Oil and Gas Law
inciuding, in case of works to be performed on work sites, transportation, accommodation
and beard, under the same conditions as these provided by the CONTRACTOR for irs
own personnel.

Netwithstanding Article 168, the GOVERNMENT shall indermnify and hold hannless
cach CONTRACTOR Entity against all iosscs, damages and liability arising under any
claim, demand, action or proceeding brought or initiated against any CONTRACTOR
Entity by any represeatative of the GOVERNMENT in ¢conmection with the ascess o or
usc of the facilitics by such representatives.

Loss or Damuge

168 The CONTRACTOR shall be responsible for any loss or damage causcd 1o third partics
by its or its Subcontractors personnel solely and directly resulting from their negligence,
eITOMS 0f omissions m accordance with applicable Kurdistan Region Law.

Intellectnal Froperiy Rights

16.9  Tn its Petroleum Operations, the CONTRACTOR shall respect any patents belonging to
third parties,

Litigation

16.10 The CONTRACTOR shall ss scon as reasonably practieable inform  the
GOVERNMENT of any material lirigation relating to this Contract,

Safety

16.11 The CONTRACTOR shall implement 2 health, saety and envirommenl program and
take necessary measures to onsure hygiene, health and safety of its personnel carrying out
Paroieum Opersrions i accordance with prnglent international petroleum indusiry
practice.

Said measures shall include the following:

(a)  supplying first axd and safety equipment for each work area and maintaining a
healthy environment for parsennel;

ith}  reporting to the GOYERNMENT within seventy-two (72} heurs of such
accident, any accident where personoel has been injured while cngaged in



Petroleum Operztions and resulting in such personnel being unzble to return to
work;

(e}  implementing a penmit-to-work procedure arownd hazardons cquipment and
installations;

(dy  providing safc stovage arcas for cxplosives, detonators and any other dangerous
products uszd in the operations;

(e}  supplying fire-extinguisbing equipment in each work ares;

i for the purpose of taking controt of eny blow out or fire which could damage the
environment o Petrolenm Field, in accordance with prudent intemational
petrolenm industry practice; and

(g)  for thc purpose of preventing any involumtary injection of fluids in petroleum
formations angd production of Crude Ol and Natural Gas at rates that de not
canform to prudent international petroleum ingdustry prectice.

Production Rates

16.12 Subject to Article 432, in the event the production rate of the individual wells and
Reservolr of a Petmoleum Fisld is to be set bolow the MER for the Reservoir, as provided
for in the Development Plan, as a conscquence of a decision by the GOVERNMENT or
any federal or nternational regulatory body, the GOVERNMENT underiakes to allocate
any such reduchon tairly and equitably among the vanous coperators (including the
GOVERNMENT) then producing in the Kurdistan Region, pro rata their respective
production rates. In such event, the GOVERNMENT shall grant an extension of the
Development Period of any Production Area so affected for a reasonable peried of time
in order to produce the Petrelewn which would otherwise have already heer produced,
had the MER for the individual wells aad Reservoir of the Petrolewn Field heen
manntimmed.

Legal Status

16.13 The respective rights, duties, obligations and liabilities of the CONTRACTOR and the
COVERNMENT under this Condract ure o be understood as being separate and
individual and not joint and several. The Partics agree that this Contract shall not create
and shalt not be deemed to have created a partnership or cother form cf associstion
between them.

Lifting

16.14 The GOVERNMENT and each CONTRACTOR Entity shall have the right and the
obligation to ke in kind and separately sell or otherwiss digpose of their respacnive
shares of Petroleum. Uipon approval of the Development Plan, the Parties shall meet as
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socm as pructicable to reach a detailed ugrecment governing the lifting of Petroleum by
cach such CONTRACTOR Entity. Such lifting agrecment shall includs the foflowing

(a) the obligation «f the GOYERNMENT and esch CONTRACTOR FEntity to lift,
regularly throughout each Calendar Year, their share of Petroleum produced from
the Produstion Area:

(b}  notification procedures by the Operator to the GOVERNMENT and each
CONTRACTOR Entity regarding entitlements and availability of Petroleum for
lifting by each Party during each lifting period and nomivations by cach Party;
and

(¢} the right of the Partics to [ift any Available Perroleum not scheduled for lifting
and/or not lifted by the other Party during cach such lifting period,

Kurdistan Region Consumption uirements

16.15

17.1

The CONTRACTOR Entities shall sell ané transfer to the GOVERNMENT, wpon
wntten request of the GOVERNMENT, any emcunts of Crude Oil that the
GOVERNMENT shall deem necessary 10 meet Kurdistan Region internal consumprion
requircments. The saies price of such Crude Oil shall be the Internationz] Market Price,
The GOVERNMENT shall provide the CONTRACTOR Eatities with not less than six
(6} Months" advance written notice of g intention to buy such Crudes Oil.

Paymenis shall be made in Dollars and otherwise on termg cotsistent with prudent
ntyrnational petroleum incustry practice. The CONTRACTOR Entitics® obligation to
scll Crude Ol to the GOVERNMENT shall be, with the other operators {including the
GOVERNMENT) then producing in the Kurdistan Region, pro rata to their respective
production ratcs,

The provisions of this Article 16.15 shall not apply to Non-Associated Nefural Gas.

ARTICLE 17 - USE OF LAND AND EXISTING INFRASTRUCTURE

The GOVERNMENT shall make available to the CONTRACTOR at its request any
land or property in the Xurdistan Regiom required for the Petroleum Operations in the
CONTRACTOR’s reasonakle opinion. The CONTRACTOR shall have the right to
build and maintain, sbove and below ground, any facilities required for the Petroleum
Operatiens.

[f it becomes necessary for conduct of the Petroleun Operations to eccupy and nse any
land or property n the Kurdisten Region belanging io third partics, the CONTRACTOR
shall endeavour to reach amicable agresment with the owners of such land. Tf such
amicahle agreement cammot he reached, the CONTRACTOR shall potify the
GOVERNMENT. On recewpt of such notification;



1.3

17.4

17.5

(a}  the GOYERNMENT shall determine the amount of compensation to be paid by
the CONTRACTOR to the owner, if occupation will be for a short duration; or

(b)  the GOVERNMENT shall expropriate the land or property in accordanec with
applicable Kurdistan Region Law, if such occupation will be long lasting or
makes it henceforth impossible to resume eriginal usage of such land or property.
Any preperty rights shall be acquired by and recorded in the name of the
GOYERNMENT, but the CONTRACTOR shall be eatitled free usc of the land
ar property for the Petrolewn Operations for the entire duration of this Contract,

The amount of the compensation in Article 17.2(u) shal! be fair and reasonable, in
accordance with Article 29 of the Kurdistan Region Ol and Gas Law, and shall take into
aceount the rights of the owner and any effective use of the land or property by its owner
at the time of occupation by the CONTRACTOR. All reasonable costs, expenditures
and fair and reasonable compensation (as required parsuant to Article 29 of the Kurdistan
Region Oil and Gas Law) which results from such cxpropriation shall be borne by the
CONTRACTOR. For the aveidance of doubt, such costs, expenses snd compensalion
incurred by the CONTRACTOR shall be considerad Peiroleum Coests and shall be
recovercd by the CONTRACTOR in accordance with the provisions of Article 25,

For its Petroleum Operations, the CONTRACTOR shall have the right in the Kurdistan
Region to use, subject to applicable Law, any railway, tramway, voad, airport, landing
field, canal, river, bridge or waterway, any telecommunications petwerk and any existing
pipelines or ransportation infrastructure, on terms no less favourable than those offercd
to other entitics and, unless generally in foree, to be mutually apreed.

Under pational cmergencics duc to covironmensal catastrophc or disaster, or internal or
external war, the GOVERNMENT shall have the right to request to use any
tranaportation and communication facilities installed by the CONTRACTOR. In such
cases, the request shall originate from the Minister of Nacural Resources. For the
avoidance of doubt, such costs, expenses or liabilities meurred by the CONTRACTOR
hereunder shali be considerad Petroleum Coests and shzll be recovered by the
CONTRACTOR in accordunce with the provisions of Article 25.

For its Petroleum Operations, the CONTRACTOR shall bave the right in the Kardistan
Region to clear land, excavate, drill, bore, construct, creet, place, procure, operate, emit
and discharge, manage and maintain ditches, tanks, wells, trenches, access roads,
excavations, dams, canals, water mains, plants, reservoirs, basing, storage and disposal
facilitics, primary distillation units, ¢xtraction and proccssing wnits, scparation units,
sulphur plarts and any other facilines or installations for the Petroleum Operznons, in
addition w0 pipehnes, pumping stations, generators, power plants, high vohage lines,
telephone, radio and any other telccommunications systems, as well as warehouses,
offices, sheds, houssy for personnel, hospitals, schools, premiscs, dikes, vehicles,
tatlways, roads, bridges, arlines, airpurts and any other transportaticn facilitics, garages,
hangers, workshops, foundnies, repaw shops snd eny other auxiliary facilities {or the
Peroleum Operations and, generally, everything which is required for its performance of
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17.6

17.7

173

17.9

the Pemoleum Operations. The CONTRACTOR shall have the right to select the
kocation for these facilitics.

For (s Petolewn Operations, the CONTRACTOR shall have the right in the Kordistan
Region, subject te compliance with applicable Kurdistan Region Law, to remove and use
the topsail, fully-grown timber, clay, sand, lime, gypsum, stoncs {othet than precious
stoncs) and other sitnilar substances as tequired for its Petrolenm Operations.

The CONTRACTOR shall have the right in the Kurdistan Region to taks or usc any
water necessary for the Petroleum Operatiens provided it does not damage any exighng
irrigation or navigation systeme and that land, houses or watering peints belonging to
third partics are not deprived of their use,

The GOVERNMEN'T shall have the right in the Kurdistan Region to build, operate and
maintain roads, railways, airports, landing strips, canals, bridges, protection dams, police
stations, wmilitary installations, pipelines and teiceommumentions networtks 1 the
Contract Arven, provided this does not increase the costs, or compromise or have o
matenial adverse cffect on the performance of the Petroleum Operations. I the
gonstruction, operation and maintenance of such facilities by the GOVERNMENT
results in increased cost or expense for the CONTRACTOR then, for the avoidance of
doubt, such cost and cxpensc shall be considered Petroletm Costs and shall be recoverzd
by the CONTRACTOR in zeceordance with the previsions of Articie 25.

Upon request of the CONTRACTOR, the GOVERNMENT shall prohibit the
congtruction of remdentizl or commercial buikiings i the vicinity of facilities used for
the Potroleum Opcerations that may be declared dangerous duc to the Petroleum
Opcrations and to prehibit any interference with the use of any facilities required for the
Petroleum Operations.

Access to the Contract Area may be granted pursuant (o an Aceess Authonsstion, as shali
ve defined in, and consistent with, the Kurdistan Region Oil and Gas Law, to suthoriscd
third partics on rcasonable terms and conditicns (including coordination), including
Persons authorised to construct, install and operate structures, facilities and installations,
snd to camy out other works, provided that nothing in the Access Authorisation or in this
Article 17.2 authorises the holder to deill 2 Well or to perform any Pemroleum Operatioas
i Contract Area.

The GOVERNMENT shell give the CONTRACTOR adequate advance notice of any
Accass Authorisstion in respect of the Contract Arca and shall not grant any Access
Authorisation in respect of the Contract Arca wntil it has taken into account any
subtissiops madc by the CONTRACTOR nor in such a way that there is unduc
interference with or hindrance of the rights and activities of the CONTRACTOR.
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ARTICLE 18 — ASSISTANCE FROM THE GOVERNMENT

Te the extent allowed by Kurdistan Regien Law and Fraqi law and at the specific request
of the CONTRACTOR, the GOVERNMENT shall take all nceessary steps to assist the
CONTRACTOR Entities in, but not limited te, the fellowing areas:

()

(b)
(e}

(0
&)

(h)

(i)

securing any pcecseary Penmits for the use and installation of means of
transportation and communications;

securing regulatory Penmits in meiters of custems or import/export;

securing entry and cxit visas, work and residence peromts as well as any other
administrative Permits tor each CONTRACTOR Entity's, its Affiliate’s and its
Subcontractors’ foreign persontiel (including their family members) working in
the Kurdistan Region and any other part of [raq during the implementation of this
Contract;

gecuring any necassary Permits to semd Abroad documents, dam or samples for
analysis or processing for the Petroleum Operations;

relatiens with federal and local authorities and adminisations, including for the
purposes of the remainder of this Article 18.1;

securing any necessary environmental Peromits;

obtaining any othet Permits requested by any CONTRACTOR Entity for the
Petroleum Operabions:

access te any existing data snd information, including data and mformation
relating ro the Contract Area held by previous operatots or confractors; and

providing all necessary securiry for Peroleum Operations.

Within the scope of services to be provided under this Article |8, reasonable and duly
justified cxpenses incunred by the GOVERNMENT or paid to third partics shall e
charged to the CONTRACTOR and shell be considered Petrolcum Costs and shall he
recovered by the CONTRACTOR as Petroleum Costs in accordance with the provisions
of Aricle 25.

ARTICLE 19 - EQUIPMENT AND MATERIALS

The CONTRACTOR shall supply, or procure the supply of, all materials, equipment,
machinery, teols, spare parts and any other items or goods required for the Petreleum
Operationy ("Equipment and Materlals™).

51



192

19.3

19.4

20.2

203

Said Equipraent and Materials shall be provided by the CONTRACTOR in accordance
with the relevant Work Programs and Budgets.

As soon s possibic afler the formation of the Managemen: Committes pussuant 1o
Article B, the QOPERATOR shell provide the Management Commitice with a copy of its
procedures for procurement of Equipment and Materials and/or services for the
Petroleurn Operations as required by the provisions of Austicle 8.5(e), including the
critena for tender evaluation, which procedures and entena shall be wm aecordance with
prudent intemational petralenm industry practice. If the Management Committee docs
not request any moditications to the procurement procedures within thirty (30} days aftcr
recelving such procedures, the procedures shull be deemed approved by the Management
Committee.

The CONTRACTOR shull give prionty to Equipment and Materials that are readily
availably m the Kurdistan Region and othex parts of Lraq to the extent their price, grade,
quality, quantity, specifications, purchase, delivery and other commercial and technical
terms wre comparable in all material respects with those generally available in the
intermational perolenm industry.

ARTICLE 20 - TITLE TO ASSETS

During the Exploration Peried, any Assetz acquired by the CONTRACTOR for the
Petroleum Operations shall remain the propesty of the CONTRACTOR, the
CONTRACTOR Entitics, their Affiliates or their Subcontractors, as the casc may be.

Duning the Development Teriod, subject to Article 21, all Asscts aocquired by the
CONTRACTOR fur the Petreleum Operations shall becomes the property of the
GOVERNMENT upon the completian of the recavery of the costs of ail such Asscts by
thc¢ CONTRACTOR, or the cnd of the Contract, whichcver is the carlicr.

The provisions of Articlc 20.Z shall not apply o any Asscts leased by the
CONTRACTOR or belonging to an Afbliated Company of a CONTRACTOR Entity
or belanging to its or their Subeontractors or i or their employess.

ARTICLE 21 - USE OF THE ASSETS

Lach CONTRACTOR Entity shall have the exclusive right to use, free of any chargg, all
Asscts deseribed in Article 20, both before and after recovery of the cost of the same, for
the Petroleum Operations. as well as for amy petroleum eperations under other
agreements m the Kurdistan Region to which it or any of its Affiliztes is a party, provided
that the Petroleum Operations take priority. The GOVERNMENT agrees not to transfer
or othenwise dispose of any of such Assets without the CONTRACTOR’S prior writtcn
approval.
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The CONTRACTOR may frecly move to the Contract Area any Asscis from eny
relinquished porton of the Contract Arca, ¢r from any other aren in the Kurdisien
Region,

ARTICLE 22 - SUBCONTRACTING

The CONTRACTOR shall ensure that any Subcontractors it enpages have all the
requisite experience and qualifications.

The CONTRACTOR shzli give priority to Subcontractors frem the Kurdistan Region
and other parts of Iraq te the extent their competence, rates, experience, repuration,
qualifications, specialties, credit rating and terms of availability, delivery and other
commercial terms are, in the CONTRACTOR's sole opinion, comparahlo in all matenal
respects with those provided by foreign companies opcrating in the intermational
petroleum industry. Such Subcontractors must be bona fide Kurdistan Region companies
not telated to any Public Officer, directly or indircetly, and must have all necessary
resources and capacity.

Selestion of Subcentractors shall ke place in accordance with the procurcmen:
procedures submitted by the CONTRACTOR 1o the Manageoent Committes in
accerdance with Asticle 19.3 and spproved by the Management Committee,

The CONTRACTOR shall provide the GOVERNMENT with copics of agresments
entered into with Sabeontractors, where their amount axceeds the hmmt set by the
Management Commitiee from time to time,

ARTICLE 23 — PERSONNEL, TRAINING, AND TECHNOLOGICAL ASSISTANCE
Personnel

231

222

For the Petroleum Operations, the CONTRACTOR shall give, and shall regquire its
Subcontractors to give, preference to personncl from the Kurdistan Region and other
parts of Irag to the cxtent such porsomnel have the technical capability, yualifications,
competence and experience required to perform the work,

The CONTRACTOR Entities shall give due consideration to the sccondment of
GCOVERNMENT pesonmezl to the CONTRACTOR Entitiece and of the
CONTRACTOR Entities" personpel to the GOVERNMENT during the varions phases
of the DPetrelewn Operations. Terms and conditions for such secondment shall be
mumally agreed by the Partics and any costs asseciated therewith shaill be considered
Petroleurts Costs and shall be recovered by the CONTRACTOR in accordance with the
provisions of Article 25.

Fach CONTRACTOR Entity and its Affiliates and Subcontraciors shall have the right 1o
hire foreign personmel whenever the personnel from the Kurdistan Region and other parts
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of Iraq do not have the requisite technical capability, quelifications cr experience for
positions to be filled as roquired pursuant to Article 23.1. In the event any such foreign
personnel and/or a member of their family engage in activitics or commit acts which
breach Kurdistan Region Law, the CONTRACTOR shall, at the request of the
Management Committee, teke the necessary sicps ta repatriate such individual(s).

Eor the First five (5) Contract Ycars, the CONTRACTOR shall provide two hundred and
fifty thousand Dellars (US$250,000) in advance ecach Conatract Year to the
GOVERNMENT for the recruitment or secondment of personnzl, whether from the
Kurdistan Region, othor parts of Iraq or Abroad, te the Ministry of Natural Resources,
The selection of such personpel shall be at the discrotion of the Ministex of Natural
Resources. Such costs shall be considered as Petrolawm Costs and shall be recovered in
accordance with the provisions of Article 25,

Truining

235

23.7

In a planncd way, in accordancs with the pravisions of this Article 23.5 and Articles 23.6
and 23.7, the CONTRACTOR shall tram 2ll its personncel from the Kurdistan Region
and other parts of Iraq directly or indirectly involved in the Petroleum Operations for the
purpose of improving their knowledge and professional qualifications in erder that such
persorne! gradually reach the level of knowledpe and professional qualification held by
the CONTRACTOR Ertitie’ foreign workers with an equivalent résume. Such training
shall zlse include the transfer of knowledge of patrolenm technelopy and the necessary
managemetit experionee so as te cnable the personnel from the Kurdistan Region and
other paris of lraq to apply advanced and appropriate technology in the Petroleum
Opcrations, 10 the xtent permitted by applicable Law and agresments wath third parties,
and subject to sppropriate confidentiality agreements.

Tn addition to the requircments of Article 23.1, the recruitmen:, integration and fraining of
the CONTRACTOR Entitics’ personnel from the Kurdistan Region and other parts of
[ruq shall be plannad, which plans shall te submitted to the Management Committae for
its epproval. The training plan shall take into considerarion the requirements of Article
23.5 and may include training for the GOVERNMENT"s personnel, depending on the
extent to which the umount allocated to the maining plan, 8s prescribed by Article 23.7,
available after taking inte considcration the training of the CONTRACTOR Entitics’
Kurdistan Region and other [raqi personnel.

Within nincty (90) days of the Effective Date, the CONTRACTOR shall submit to the
Management Coramittee a proposed traming plan for the remainder of the Calendar Year.
Theteafter, ne later than | October W cach Calendar Year, the CONTRACTOR shall
submil a proposed training plan o the Management Commitee for the following

Calendar Year,

The waining plan referred to in Article 236 shall provide for the allecation to the
GOVERNMENT of the ainount of one hundred and fifty thousand Dollars (USS150,000)
in advance for each Contrzct Year duning the Exploration Pericd and three hundred
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thougand Dollars (U8S300,000) in advanice for each Contract Year during the Developraent
Pericd.

Each CONTRACTOR Entity shall be responsible for fhe training costs which it may
incur in respect of the personnel it cmploys from the Kurdistan Region and other parts of
Iraq. All such reasonuble costs shall be eonadered as Paoroleum Costs and shall be
reecovered in accordanec with the provisions of Arsticle 25. Costs incurred by the
CONTRACTOR for training programs for the GOYERNMENT’s persetnel shall be
borne by the CONTRACTOR only to the coxtent fhat thcy are included in fhe
CONTRACTOR’ s training plan, pursuant to Article 23.6 and shall also be considered as
Petrolcum Costs and shal! be recovered in accordance with the provisions of Article 25.
The cost of all other training programs for the GOVERNMENT's personnel shall be the
GOVERNMENT s responsibility.

The Environment Fund

239

Techn

The CONTRACTOR shall convibute the amount of one hundred and [ifty thousand
Dollars (US$150,000) in advance cach Conmnct Year during the Esploration Petiod and
ihree hundred thousand Dollars (US$300,(00) in advance for each Contact Year during
the Dovelepment Pericd into the environment fimd establishad by ths GOVERNMENT
tor the benefit of the namiral environment of the Kurdistan Region, pursuant to the
Kurdistan Region Onl and Gas Law (the “Environment Fund”). Such amounts shall be
deemed to ba Petroleum Costs and shull be recovered in accerdance with Article 25.

al and | cal assistance

23.10 A technological and logistical assistance payment of ons mullion Dollars (US$1,000.0060)

23.11

24.1

shuell be payeble to the GOVERNMENT by the CONTRACT'OR within thirty (3C) days
of the Effective Date.

Any cxpendimure incwred by the CONTRACTOR under this Article 23 shall be
considered Petrelcum Costs and shall be recovercd in accordance with Article 25.

ARTICLE 24 —-ROYALTY

The CONTRACTOR shall pay to the GOVERNNMENT & portich of Petrolcum
produced and saved from the Contract Arca, as provided in this Awicle 24 (the
“Ro}'alty").

The Royalty shall be applied on all Petrolewn produced and suved frem the Contract
Area which 15 Crude Ol or Non-Associated Natural Gas, except for Petroleum used in
Petroleum Operations. re-injecled in a Petrelewm Field, lost. flared or for Petroleum that
eannot be used or sokd and such Crude Oil and Non-Associated Natural Gas (excluding
the excopted Petreleum) shail be referred to collectively as “Export Petraleum” and
separately and respeciively as “Export Crude Oil" and “Export Non-Associated
Natural Gas",

55. .



244

24.5
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247

If payable in cash, the amount of the Royalty calculated by applying the Royalty rates
provided under Article 24.4 shall be peid by the CONTRACTOR as directed by the
GOVERNMENT, in accordance with Article 24.7,

If payable in kind, the quantity of Expott Petroleurm correspending to the Royalty and
calculated by applying the Royalty rates provided under Article 24.4 shall be delivered m
kind by the CONTRACTOR 1o the GOVERNMENT at the Delivery Point. Title &nd
risk of loss of the Royalty paid in kind shall be transferred at the Delivery Point.

Unless the GOVERNMENT requires the Rovalty to be paid in knd, by giving the
CONTRACTOR not less than ninsty (20) days pricr wrilten notice pwior to the
comimencement of the relevant Quarter, the GOVERNMENT shail he deemed to have
clecred to receive the Royalty in full and in cash for the relevant Quarter.

The Royalty duc on any Export Petroleum produced and saved in the Contract Arca shall
be detcrmined daily by appiying the foliowing relevant Royalty rats, to the Export Crude
{hl or to the BExport Non-Associated Natural Gas (as the case may be) produced and
saved on that day:

{n)  For Export Crude Oil:

the Royalty rate for Export Crude (3l shall be ten per cent (10%), which, for the
avoidance of doubr, shall apply regardicss of the gravity of the oif; and

(b}  Tor Export Non-Associated Natural Gas:

the Royalty rate for Export Non-Associated Natural Gas shall be ten per cont
(10%).

Associated Natural (Gas and any other Petroleum shall be exempt from any Royalty.

If, purseant te Article 24.3, the GOVERNMENT recgives the Royalty in kind, and
pursuant 1 Article 28, the GOVERNMEN'I' requests assistance for the sale of all or pant
of the Royalty received in kind, cach CONTRACTOR Estity shall assist the
GOVERNMENT .o selling all or part of such Royalty reccived in kind (belonging to the
GOVERNMENT) io considerstion of & commission per Barrel payable to such
CONTRACTOR Entity, in accordance with Article 28,

If, pursuant 1o Axticle 24.2, the GOYERNMENT roceives the Royalty in cash:

(a)  any Export Crude Oil shall be valued af the Tntemational Market Price obmined at
the Delivery Point, as defined in Article 27.2;

(h)  any Export Non-Associated Natoral Cas shall be vaived at the actual price
obtained at the Delivery Point under an approved contract, as provided in Article
27.3;
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25.2
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() the CONTRACTOR shall pay such Royalry each Quarter, in arcars, within
thirty {30} days of the end of each Quarter, and shall calculate the payment due
for the relevant Quarter by reference to the price for the Export Petroleum ot the
Delivery Point, detcrmined in accordance with paragraphs (a) and (b) above, and
the Royalty due en the Export Petroleum, determined in accordance with Article
24.4, for the said Quarter; and

(dy the CONTRACTOR Entities shall be entitled to export freely the volume of
Export Petroleum corresponding to the Royalty detetmzined in accordance with
Articie 24.4 for the purpose of paying the Royalty in cash.

ARTICLE 25 - RECOVERY OF PETROLEUM COSTS

All Export Crude Oil produced and saved from the Contract Area shall, after deduction of
any quantitics of Export Crude Oil due for Royally pursiumt to Article 24, be consilered
as “Available Crnde Oil"

All Associuted Natural Gas produced and saved from the Contract Arew, excent for
Associated Natwral Gas which is wsed in Petrcleum Operations, re-injecied in a
Petroleum Ficld, lost, flared or cannot be used or sald, shall be considersd as “Available
Associated Natural Gas™,

All Export Nen-Associated Natral Gas produced and saved from the Contract Ares
shall, after deduction of any guantities of BExport Non-Associated Natural Gas due for
Royalty pursuant to Article 24, be considered as “Available Non-Associated Natural
Gas™.

“Available Petroleum™ means Avzilable Crude Oil, Available Associatcd Natural Gas
and Available Non-Associnted Natural Gas.

For the purposc of this Acticle 25:

(a) any Available Crude Oil shall be valued at the Intcrnationzl Market Price obtained
at the Delivery Point, as detined in Article 27.2; and

(b)  any Available Associated Natural Gas and any Aviiluble Non-Associared Natural
(ias shall be valued at (he actual price obtained at the Delivery Point under an
approved contract, as provided in Article 27,3,

Subject ta the provisions of this Contract, from the First Produgtion in the Contract Arca,
the CONTRACTOR shall at all times be entitled to recover all Petrolenm Costs incurred
under this Contract, of up to forty three per cent (43%) of Available Crude Oil (which,
for the avoidance of doubt, shall apply regardless of the gravity of the oil) and Available
Associated Natural Gas, produced an! saved within any Calendar Year. Awailable Crude
Oil above this percentage or otherwise riot uyed for the recovery of Petroleum Costs shall
be Profit Crude 08l
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25.9
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Subject to the provisions of this Contract, From First Production in the Contract Arca, the
CONTRACTOR shall at ¢ll times be entitled to rocover all Petroleum Costs incurresd
under this Contract of up 1o fifty three per cent (53%) of Available Non-Associated
Natoral Gas procduced and saved within any Calendar Year. Available Non-Associated
Natural Gas above this percentage or otherwise not used for the recovery of Petroleum
Costs shall be Profit Natural Gas.

For the application of' Article 25.3 and 254, the CONTRACTOR shall keep a desailed
account of Petroleum Costs in accordance with the provisions detailed in the Accounting
Procedure. Recovery of Petroloum Costs shall oceur in the following order:

(a) Production Costs;

{b)  Exploration Costs (including appraisal custs and further explorssion within the
Contract Area);

(c) Gas Marketing Costs;
(dl  Development Costs; and
(<) Decomamssioning Costs,

Total recovery of Petroleum Costs during any Calendar Year, expressed in quantitics of
Petreleum, shall not exveed the relevant percentages indicated in Articles 25.3 and 25.4,
If in any Calendar Year, the Available Crude Oil and/or Availahle Non-Associated
Nawral Gus do not allow the CONTRACTOR (o recover all its Peaolcum Costs
pursuant to this Article 25, the amount of un-recovered Petroleum Costs in such Calendar
Year shall be carried torward indefinitely to the subsequent Calendar Years unul all
Petroleum Costs are fully recovered, but, save as provided in Articles 14,10 and 384, in
no uther vese afler the termination of the Contract.

The provisions of Articles 27.5 and 27.6 shall be appiicd to determine the quantities of
Available Crude Oil and’or Available Non-Associated Natural Gas due o the
CONTRACTOR for the recovery of its Petrolaum Costs.

The quantitics of Petralsum corresponding to the share of Available Petroleum due ty the
CONTRACTOR for the secovery of its Petroleumn Costs shill be dzlivered to the
CONTRACTOR 2t the Delivery Point. Title and risk of loss of such Available
Pctroleum shall be transfered at the Delivery Point.

Each CONTRACTOR Entity shall be entitled to reccive, take in kind and to export
freaty all Available Petroleum to whick it is entitled for recovery of its Petrolsum Costs
in accordarice with the provisions of this Coentract and to retain Abroad any proceeds
from the sale of all such Available Petrelcum, Patroleum Costs in each Production Arsa
shall be recovered from Available Petrolenum from that Production Arca,



25.10 Subject to Article 38.4, for the avoidance of doubt, Potroleumn Costs under this Contract

26.1

26.2

6.4

are not recoverable against other contract areas held by the CONTRACTOR.

ARTICLE 26 ~- SHARING OF PROFIT PETROLEUM
Under this Contract,
(3)  “Profit Petrolenm'' means Profit Crude Oil and Profit Natura] Gas:

(»)  “Profit Crude Oil” mezns the quantities of Available Crude Oil and Available
Associated Natural Gas produced from the Production Arca, aficr the tecovery of
Petreloum Costs, In accordance with Article 23; and

(c} “Profit Natoral Gus™ means the quantitics of Available Non-Associated Natural
Gas produced from the Production Area, ufter the recovary of Petroleum Coars in
accordance with Article 25,

From First Production and as and when Pctroleum is being prodused, the
CONTRACTOR shall be entitied w take a pereentage share of Profit Crade Q6 and/or
Profit Natural (ras, in considerstion for its investment in the Pestoleum Operations, which
percentage share shall be determined in accordance with Article 26.5.

To detsrmine the percentage share of Profit Crude Oil and’or Profit Natural Gas to which
the CONTRACTOR i entitled, the “R” Factor shall be calculated in accordance with
Article 26,4 and shall be applied separately to cach Production Area.

The ¥R Factor shall be calculated a5 follows:

R=X/Y

wherg:

X: is equal to Cumulative Revenucs actually received by the CONTRACTOR,;

Y: is cqual to Cummlative Cosis ectually weurred by the CONTRACTOR, from the
date of the signature of this Contract.

For the purpose of this Article 26.4:

“Cumulative Revenues™” means tozl Revenues, as defived below, roceived by the
CONTRACTOR unti] the £nd of the relevant Semester, determined in aceerdance with
Articke 20,7,

“Revenues” means the total awount actually received by the CONTRACTOR for
recovery of its Petrolenm Costs and ils shere of Profit Petroleum in the Production Area.
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“Cumulative Costs” means all Petroleum Costs in the Production Atez, actually inourred
by thc CONTRACTOR until the end of the relevant Semester, determined n accordance
with Article 26.7.

Notwithstanding the forcgoing provisions of this Arficle 26.4, for the peried from First
Production, until the cnd of the Calendar Year in which First Produstion aceurs, the “R”
Factor shall be deemed o be less than ens (1),

The share of Profit Petroleum to which the CONTRACTOR shell be entitled thom First
Production is!

(/)  for Profit Crude Oil, cqual to the quantitics of Petroleum resulting from the
application of the relevant pereentage as indicated below te the daily volume of
production of Profit Caude Oil within the Production Area at the corresponding
Delivery Pont:

“R” Factor CONTRACTOR’s % Share of Profit Crude Oil
R<or= 1 1%

1< R<or=223 32 -(32-10)*(R-13/{225-1)

R =325 16%

And

(b}  for Prefit Narural Gas, equal 1o the quantities of Nen-Associatedd Natural Gas
resulting from the application of the velevant percenrage as indicated below to the
daily volume of production of Profit Natural Gas within the Production Arca at
the corresponding Dalivary Point:

“R" Factor CONTRACTOR’s "% Share of Profit Natural Gas
R<or=| 36%

1<R<or=275 36— (36 -203*(R-1)/(2.75- 1)

R=273 20%

The CONTRACTOR's accounting shall account separately for all components for the
caleslation of “X* and “Y" values in the formula provide! in Article 26 4,

For each Semester, starting from the |* of January of the Calendar Year following the
Calendar Yeer in which First Production ncours, the CONTRACTOR shall calculate the
“R* Factor applicable to the relevant Semaster within thirty (30) days of the beginmng of
such Scmester. The “R' Factor to be applied during a Semester shall be that determined
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by applying the Cumulative Revenues actually received and the Cumulative Costs
actuglly incurred up 10 and ineluding the last day of the preceding Scmester.

If the CONTRACTOR 18 umable to calculate the “R™ Factor for the relovant Semester
betore am allocation of Profit Petrolewm for such Semester must be made, then the
allocation of Profit Potroleam for the previous Scmester shall be used for the relevant
Setnester. Upon the calculation of the “R" Factor for the relevant Semester:

(a)  f the allecation of Profit Petroleum in the previous Semester and the relevant
Semesier is the same, then no adjustment shall be made; and

(1) 1f the allocation of the Prefit Petralewm in the two Semesters is different, then the
CONTRACTOR shall make any adjustments to the Partics’ respective shares of
Profit Petroleum to restore them fo the position that they wonld have been in had
the “R™ Factor for the relevant Scmoster buen gvanilable from the start of such
Semester.

I at any time an error occurs in the calculation of the “R” Factor, resulting in a change in
the CONTRACTOR's pereentage share of Profit Crude Qil and/or Profit Naoral Gas,
the necessary correction shall be made und any adjustmeats skall apply from the
Semesgter in which the crvor oconrred. The Party having benefited from a surplus of Profit
Peoroleurn shall surrender such surphus to the other Party, beginning from the first day of
the Semester following the Semester i which the emror was recognised. However, cach
liting of Peircleum relating to such crror by the Party receiving the surplus shall oot
exceed twenly-five per cent {25%) of the share of Profit Petrolenm te which such
surrendering Party i3 entitled, For the avordance of doubt, if at any time an error eccuts in
the calculation of th¢ “R" Factor, which docs not result in = change in the
CONTRACTOR’s percentage share of Profii Crude Ol and/or Profit Natural Gas, no
corcection shall he macde.

The quantities of Prelit Petroleum duc te the CONTRACTOR shzll be delivered to the
CONTRACTOR Lmtitics at the Delivery Point.  Title and risk of loss of such Profit
Petroleum shall be iransferred to the CONTRACTOR Entities at the Delivery Paint.

Each CONTRACTOR Entity shall be entitied to receive, take in kind und to export
frecly its share of Profit Petroleum in accordance with the provigions of this Contract and
to rolain Abroad any proceeds from the sale of all such Profit Petroleun.

The share of the Profit Petroleum to which the GOVERNMENT {through the Pubiic
Company) is eatitled in any Calendar Year in accordance with Article 26.5 shall be
desmed to include a portion rgpresenting the corporate income tax imposed upen and due
by cach CONTRACTOR Entity, and which will be pmd directly by the
COVERNMENT on behalf of cach such ennty ropresenting the CONTRACTOR 1o the
appropriae tox authorities in accordance with Article 31,2, The GOVERNMEN'T shall
provide the CONTRACTOR Entitics with all written documentation and evidence
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26.12

26.13

26.14

reasonably required by the CONTRACTOR Entities to confirm that such corporate
income tax has been paid by the GOVERNMENT.

The quantities of’ Profit Petralenm due to the GOVERNMENT shall be delivered to the
GCOVERNMENT at the Delivery Point. Title and risk of loss of such Profit Petroicum
fhall be trensfesred at the Delivery Point.

AL least twenty-ome {21) days prior to CONTRACTOR’s estimated date of Fist
Production and, subsequantly, thirty (20) deys prior to the beginning of each Semester,
the CONTRACTOR shall prepate and deliver to the GOVERNMENT a production
program comprising the production forecast for tho next Semestor and the forecast of the
quantities of Crude Ol and Natural Gas to which cach Party shall be entitled during the
said Scmester.

Withie pincty (90) days following the end eof cach Calendar Year, the
CONTRACTOR shall prepare and deliver an annual production repott to the
GOVERNMENT, stating the quantities of Crude Oil and Natural Gas to which each
Party 15 entitled, the quantitics of Crude Oil and Namral Gas lifted by each Purty and the
resulting over-lift or undsr-lift position of each Party, pursuant to the lifting agreement
entered into pursuant to Article 16,14,

Any costs or expenditure incwred by the CONTRACTOR, its Subcontractors or
suppliers relating to the lifting of the GOVERNMENT"s share of Patruleum by the
CONTRACTOR shal! not be¢ considered Petroleum Costs and shall be charged to the
GOVERNMENT  according to terms to be mutually agreed between the
CONTRACTOR and the GOVERNMENT.

ARTICLE 27 - YVALUATION AND METERING OF CRUDE O1L AND NATURAL GAS

Yaluation

27.1

272

For the purpoese of this Contract, any Crude Oil produced in the Contruct Arca shall be
valued at the end of each Quarter at the Delivery Peint based on the Intemnutional Murket
Pricc, as defined in Article 27.2.

The “International Market Price” referred to in Aricle 27.1 shall be the weighted
average prive per Barzel, expressed in Dollars, obtained by the CONTRACTOR at the
Delivery Point, by netback if nccessary, during the Quarter ending on the date of
valuation for Arm's Length Sales of Crude Oil.

The CONTRACTOR shall provide evidence te the GOYERNMENT that the sales of
Crude 0il refemred to in Article 27.2 are Anm’s Length Sales, [f the GOYERNMENT
considers that any such sale of Crude Oil is not on the basts of an Arm’s Length Sale then
the GOVERNMENT has the right fo refer the matter to an expert pursnant to Article
422



In the event that there is no lifting of Crude Oil in the relevent Quarter or no Arm’s
Length Sales, the applicable “Tnternational Market Price” for such Quarter shall be the
weighted average price per Barrel obtained during that Quarter from Arm’s Length Salos
of Crude Qil of the sume or similar gravity and quality from other production areas sold
in matkers competing with Crude Oil produced trom the Contract Ares, tuking into
account gravity and quality dificrences and transportation and other post Delivery Point
COosts,

To determine such price, the Purties shall, prior to the commencement of Production,
agree on a basket of Crudz Oil comparable o those produced in the Contract Aroa and
sold in the international market. Prices obtained shall be adjusted to account for any
vartations such as quality, speeifie gravity, sulphur content, trunsportation costs, product
vigld, seasonal variations in price and demand, goneral market trends and other tarmis of
sule,

The price of Namural Gas shall be the aetuel pricc obtained at the Delivery Paint, (which
may take info account quantities o be sold, quality, geographic location of markets to be
supplied as well as vosts of production, ansportation znd distribution of Nawrai Gus
from the Detivery Point to the relevant market, in accordance with standard international
petroleum mdusiry prectice). The GOVERNMENT shall have the right to wview and
upprove Natural Gas salcs contragts,

Accounting Statement

274 In accordance with this Article 27.4, the GOYERNMENT and the CONTRACIOR
shall establish a statement showing caleulations of the value of Petrolaum produced and
sold from the Contract Arca. Sueh statement shall include following information:

(3}  quantities of Crude Oil sold by the CONTRACTOR Entitics during the
preceding Morth constituting Arm's Length Salcs together with comesponding
sals prices;

) quantitics of Crude il sold by the CONTRACTOR Entities during fthe
preceding Month that do not fall in the category referred fo in paragraph (a)
shove, together with sale prices applicd during such Month;

(€]  Inventory in storage belonging to the CONTRACTOR Entitics at the heginming
and at the end of the Month: and

{d}  quantitigs ot Natural Gas sold by the CONTRACTOR Entitics and the
GOVERNMENYL togsther with sale prices realised.

Metering

27.5  All Export Petroloum shall be metered at the Delivery Point in accordance with prudent

W

international petroleum industry practice and such mecters shall be to fiscal meter
standards.  All metering cquipmont shall be installed and operated by the
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CONTRACTOR. The COVERNMENT shzll, cn reczipt by the CONTRACTOR of
reasonabie prior written notice, have the right to inspect any such mefering equipment
installed by the CONTRACTOR, as well as all wlevant documents and supporting
information reasonably necessary o validate the accuracy of such metoring. All metering
cauipmeet shall be subject to periodic technical inspections in secordanice with prixdent
international petroleum industry practice.

27.€ If any meteting equipment is defective, the CONTRACTOR shall use all reasonable
endeavours fe repar it within fificen (15} days or, it deemed ncccssary by the
CONTRACTOR, replace it as soor as reasonably practicable from the date the defect
became known,  The “Adjostment Date” shall be the last datc that the metering
equipment was knewn or agreed to have baen measuring comrectly, or if not known ot
agreed, the date that is mudway batween the date the defect was discovered and the last
date the cquipment was known to have measured correctly. The results from the defective
cquipment shall be disregarded for the period from the Adjusiment Dete until the date the
defective equipment is repsirad or replaced and the measurcment for such period shall be
cstimated:

(a) if check measuring cquipment is installed and registening accarately, then by
using the measuremcnts recorded by such check measunng eguipment;

(b)  if check measuring cquipment is not installed or not registering aceurately, then
hy correcting the crror if the percentage of eiror 15 asoertainable by verification,
calibration or mathematieal caleulation: ar

{e}y it neither method is feasible, then by eshmafing the velume andfer guantity
delivered bascd on deliverics during the preceding comparable period of tme
when the metaring cquipment was regisiered accurately.

279 Any disputes arising under this Article 27 shall be sctiled by expert determination in
accorgance with the provisions of Article 42.2.

ARTICLE 28 - SALE OF GOYERNMENT SHARE

Upcn the GOVERNMENT’s prior written notice of at least ninety (20) days, each
CONTRACTOR Entity shall provide afll reascoably necessary  assistance to the
GOVERNMENT for the sale of all or part of the guantities of Crode Ol to which the
GOVERNMENT is entitled, in consideration of a salcs commission per Barvel o be estoblished
with reference to prudent international petroleum practice and to be mutually agreed vpon
between the Pattics,

ARTICLE 29 — FINANCIAL PROVISIONS

20.1  Any payment to be made by 1 CONTRACTOR Entity to the GOVERNMENT pursuant
to this Contract shall be in Dollars and shall be offset against sny cutstanding paymenits
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293

285

due by the GOVERNMENT te the CONTRACTOR Enity, or pad into the bank
acconnt duly designated by the GOVERNMENT in writing and shall be paid within
thirty (30} days of the due date, after which interest compounded monthly at the rate of
LIBOR plug two (2) percentage points shall be applied.

The GOVERNMENT may, at its sole discretion, direct the CONTRACTOR Entities to
pay:

(a) any Royalty in cash due o the GOVERNMENT pursuant to the provisions of
Article 24; and/or

(b}  any proveeds from the sale undertaken by the CONTRACTOR Entity on behalf
of the GOYERNMENT pursuant to Article 28 of any Crude Oit to which the
GOVERNMENT is entitled pursuant to Article 25; and/or

(¢}  any Production Bonus,

to a fund for revenue shanng, which may n dua course be estabhishad by legslation
comsistent with the Constitution of Traq, between the Government of Iraq and other
regions {inciuding the Kurdistan Region) and governorates of Irag. Nothing in this Article
29.2 shall be understood as implying any contractual relationship or other relationship
between the CONTRACTOR and/or any CONTRACTOR FEntity and the Govemment
of Traq andfor the regions of Trag (other than the Kurdistan Region) and/or and
governorates of [raq.

Apny payment due by the GOVERNMENT to a CONTRACTOR Entity shalt be offsct
against future payments due by such CONTRACTOR Entity to the COVERNMENT,
or paid iz Dollars to the bank account designated by the CONTRACTOR Entity in
vriting and shall be paid within thirty (30) days of the date of inveice, after which
interest compounded monthly at the rate of LIBOR plus two (2) percentage points shall
be applicd.

Any curfency converdion to be made under this Contract shall be at the exchange rate of
the Central Bank of lrag, provided such exchange rate applied 1o the CONTRACTOR
Entities shall not be less favourable than the rate offered by other private, commercial or
industrial banks in the intcrnational market, I the abscrnce of the Central Bank of Iraq or
in the event that the Ceniral Bank of (rag is unable to provide the relevant exchange rate,
any currency conversion to be made under this Contraet shall be at the exchenge rate of a
reputable commercial bank carrying on business in the international market and approved
by the Parties.

The CONTRACTOR shall not realise any gain oz loss due to exchange rate fluctuations
and, conscquenily, any gain or loss resulting from the ¢xchange of curmency shall be
cither considered as revenue and credited 1o the Accounts or shall be considered as a
Petrolenm Cost and shall be recovered by the CONTRACTOR in accordance wath
Article 25, as the cass may be,
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29.8

29.10

29.11

29.12

29.13

3G.1

.,\ '$
\

Each CONTRACTOR Entity shall at 2] tinics be cntitled to fresly convert into Dellars
or any othet foreign currency any Iragi dinars received in the framework of the Petrolenm
Operations and to Frecly transfer the same Abroad. The conversion rate shall be us
provided under Arxticle 29.4.

Eack CONTRACTOR Entity shall have the right to be paid, recsive, keop, transfer and
use Abroad, without any restrictiony, all proceeds of its share of Petroleum.

Each CONTRACTOR Entity and its Subcontractors shall have the right to freely apen
and maintain bank zccounts for Petroleum Operstions within or curside the Kurdistan
Rcgion and other parts of [raq.

Fach CONTRACTOR Entity shull have the right te pay m any ficely convertible
currency all its financial requir¢érnents for the Petrolenm Operations and to convert these
currencics 1o Iraqi dinars in any bank in the Kurdistan Region or other parts of [mq, at the
same exchuange rate ac provided under Asti¢le 29 4,

Each CONTRACTOR Entity shull have the right, without any restrictions, to frecly
repétriate Abroad and to frecly disposc of;

(a)  any proceeds reccived in the Kyrdistan Region or other parts of raq from the sale
of Pearaleum;

(b)  any procceds received from other epemations and activities carmied out under this
Contract in the Kurdistan Region or other parts of lrug,

bach CONTRACTOR Enfity shall have the right to pay in any foreign curmncy its
Subeontragtors and its expatriate personnel, cither in the Kyrdistan Region, other parts of
Iraq, or Abread. Said Subcontractors and cxpairiate personned shall be obliged to transfer
to the Kurdistan Region the amount of forcign currency required for their local needs and
they shall have the right to repatriate the procceds of the sale of their belongings in
accordance with the regulations in foree in the Kurdistan Region.

Each CONTRACTOR Entity's Affiliatcs, Subcontractors and their personnel shall
cqually benefit {rom the same nights as such CONTRACTOR Entity and its personnal as
regards this Article 29.

For ihe financmg of Patroleum Operations, each CONTRACTOR Entity shall have the
rvight to have recourse to external fnancing from third partics or from its Alfiliated
Companics on an arm's length basis.

ARTICLE 30 - CUSTOMS PROVISIONS

All setvices, material, equipment, goods, consumables and products importad isto the
Kuwdistan Region and other parts of Irag by the CONTRACTOR, any CONTRACTOR
Entity, its Aftihates, amy Subcontractor or any agent of any of the foregomy, for usc or
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Jo.2

30.3

31.1

312

consutrption in the Petrolenm Operations shall be admitted free and exempt from any
and all Taxes on import. The CONTRACTOR, ary CONTRACTOR Entity, its
AfTiliates, any Subcontractor or any agent of any of the foregoing shall have the right to
re-cxport from the Xurdistan Region and other parts of Iraq free frem all Taxes on export
any material, equipment, goods, consumables amd products that are no longer required for
the Petrelenm Operations, except where title has passed to the GOVERNMENT in
accordmnes with Article 20, in which case re-export shall be approved by the
Management Cotnittes.

The CONTRACTOR, any CONTRACTOR Entity, its Affiliates, any Subcontractor or
any agent of any of the foregoing. and sheir personne! (including their family members)
shall have the right to frecly import into the Kurdistan Region and other parts of Trag and
re-cxport from the Kordistan Rogion and other parts of [raq any personal belongings snd
furnitere free and exempt from gny Tuxes on import or export. The sale m the Kurdistan
Regior and other parts of Irag of personal belongings and furmiture of expatriate
personnel shall comply with Kurdistan Region Law.

Each CONTRACTOR Lniity and its Aftiliates shzll be entitled to freely export frem the
Kurdistan Region and other parts of Iraq. free of any Taxes, any Petrolenm ro which it is
enmitled pursuant to the provisions of this Contract,

The COVERNMENT shall indemnify the CONTRACTOR, any CONTRACTOR
Enhty, its Affiliates, uny Subcontractor or any agent of any of the foregoing, and their
persounc| (including their family members) for any impert or expoct Taxes referred to in
Articles 30.1, 30.2 ar 30,3,

ARTICLE 31 - TAX PROVISIONS

Except as expressly provided in this Article 31, and without prejudics to the exemptions
oxpressly provided for in Article 30 and in this Article 31, each CONTRACTOR Enlity,
ils Affiliates and ony Subcomtractor shall, for the entire duration of this Contract, he
cxempt from all Taxes as 4 rasult of its income, asscts and activitics under this Contract.
The GOVERNMENT shall indemnify eack CONTRACTOR Entity upon demand
agmnst any liability to pay any Taxes assessed or imposcd upon such entity which relate
te any cf the exemptions granted by the GOVERNMENT under this Article 31.1, and
under Articles 314 t0 31.11.

Each CONTRACTOR Entity shall be subject to corporate income tax on its income
from Petroleum Operations as provided in Article 30.3. which shall be deamed to be
inciusive and in full and total discharge ¢f any Tax on income, racaipts, revenues, gaing
or profits of each such entity. Paymen: of the said corporate income tax shall be made for
the entire duration of this Contract directly to the official Kurdistan Region tax
authorities by the GOVERNMENT, for the account of cach CONTRACTOR Eatiiy,
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from the GOVERNMENT's share of the Profit Petroleum recerved pursuant to Article
26,

Fach CONTRACTOR FEntity shall, within sixty (60) days after the end of each tax year,
provide a smtement to the appropriate Kurdistan Region tax authoritics of its profits
which arc subject to corporate income fax, together with a caleulatien of the amount of
corporate income tax du¢ on those profits,

The GOYERNMENT shall, within ninety (20} days after the end ef each tax yeur,
provide to each CONTRACTOR Entity {i) the sppropriate oificial tax reccipts from the
appropriate Kurdistsn Region tax avtheritics or other relevant authority certifying the
pavment of its corporate income tax, as determined in the suid statement, and that such
cntity has met zll its Tax obligations in the preeeding tax year, and (i) 3 copy of any
retun or other filing made by the GOVERNMENT in respect of its payment of
corporate incoma tax on behz1f of such CONTRACTOR Eatity.

For the purposes of Articic 31.2:

{a)  The rate of comorate income tax to be applied to each CONTRACTOR Entity
shell be the generally applicable rate prescribed in the Law of Taxation (Law No.
5 of 1999), pussed by the National Assembly of the Xurdistan Region, 2s may be
amended from time o ime or substituted in respect of Petrolenm Operations (as
defined under the Kurdistan Region Oil and Gas Law) by a petroleum operations
taxation law for the Kurdistan Region, but in no event in cxeess of forty per cent
(40%%).

(b) The GOYVERNMENT and the CONTRACTOR agroc that corporate income tax
shall be calcnlated for cach CONTRACTOR Entity on its nat taxakle profits
under the Centract, as calculated in accordance with the provisions relating
thereto m the Accounting Procedure.

Each CONTRACTOR Entity, its Affiliates as well as any Subcontractors shall be
exempt frem any withholding tax applicabls on any payments made 1 them or by them
to or from Affilizzes or third partics, whether inside or outside the Kurdistan Region
and/or Iraq, for the cofire duration of this Contract,

Each CONTRACTOR Entity and its Affiliztes shall be cxempt from Additional Profits
Tax, as refeired to in Article 40 of the Kurdistan Region Oil and Gas Law or emy
successor Tax

Each CONTRACTOR Entity and its Affiliates shall be exempt from Surface Tax, as
reforred to in Article 40 of the Kurdiszan Region Oil and Gas Law or any suecessor Tax

Each CONTRACTOR Entity and its Affihates shall be exempt from Windfall Profits
I'axcs, as referred to m Article 40 of the Kurdistan Region Oil aad Gas Law or any
successor Tax,



3l.8  Each CONTRACTOR Entily and any Subcontractor shall be subjeet to the payrment or
withholdiog of the personal meome tax and soctal security contributions for which such
entity or Subcontracror is lizble to pay or withnold in respect of its cmoloyees who are
Iraqi natiopals, pursuant {0 the Law of Taxation (Law No. 5 of 1999) passexd by the
Nationzal Assembly of the Kurdistan Ragion, as may be amended from time to time, io the
same mannet as the same shall be generally applicd 1o all other industyies, except that a
CONTRACTOR Entity or Subcontractor shall oot be hLzble for such taxes or
contributicns with respect to eriployees of another Person,

JL?2 It is acknowledged that double tax treaties will have etfect ¢ give relicf from taxces to,
but not limited to, the CONTRACTOR, CONTRACTOR Entities, Subcontractors and
employees and cther Persons in accordance with the provisions of such double tax
treatics, but shall not impese an additional burden of taxation.

3110 Any vahie added fax (“VAT") shall be considered as a Petroleum Cost and shall be cost
recovered in accordance with the provisions of Article 25.

3111 Any value added mx (“VAT™), not otherwise recoverable by the CONTRACTOR under
VAT law, shall be considersd as a Petroleum Cost and shall be cost recovered in
accordance with the provisions of Article 25,

31.12 Notwithstanding soy other piovision to the contrary in this Contract, the Partics
acknowledge and agree that the provigions ot this Articlke 31 shall apply individually and
sepurately to all CONTRACTOR Entitics under this Contract and that there shall be no
Joint and several liability in respoct of any Hability, duty or obligation referred io in this
Article 31,

ARTICLE 32 - BONUSES

Signature Bonus

3201 A signarure bonus of five million Dollars (US35,000,000) (“Signature Bonus™) shall be
payeble to the GOVERNMENT by the CONTRACTOR within thirty (30) days of the
Effective Datc,

Cupacity Building Bonus

322 A capacity building bonus of forly five million Dollars (US$45,000,000) (“Capacity
Buildiag Bonus™) shall be payable to the GOVERNMENT by the CONTRACTOR, as
follows.

(a)  An initis] installment of twenry million Dollars (US$2G,000,000} shall be made
within thirty (30) days of the Effective Date.
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32.3

(k) A second installment of twenty five million Dollars (US$25.000000) (the
“Sccond Cupacity Pavment™) shall be made within cighteen {18) Months of the
Lifective Dare (the “Second Capacity Payment Period"”).

If the CONTRACTOR doss not pay the Second Capacity Payment before the expicy of
the Second Capacity Payment Period, this Contract shall terminate with immediate aftece
on the first day aficr the Second Capacity Payment Period and the rights and obligations
of the Partics shall ccase to exist. Notwithstanding the forcgoing, the provisions of the
second paragraph of Article 16.7 and Articles 30, 31, 35.1, 35.3, 35,4, 35,7, 36, 38.2(c},
41, 42 43.1 to 43.% apd 46.6 shall survive the termination of this Contract.

Production Bomusex

32.4

325

In the event of a Crude il Commercial Discovery, the CONTRACTOR and the holder
of the Government Interest shall pay, pro rat the relevant percentage participztion
ntzrest in the Contract, the following relevant Crude Oil Production Bonus to the
COVERNMENT within thirty (30) days of the following relevant cecurrence:

(i} Ona mithion Dollars (USS1,000.000) when First Production of Crude Qil from the
Contract Area commences;

(b)  Ten million Dollars (US310,600,000) when production of Crude Oil from the
Contract Area reaches a cumulative amount of ten million Barrels of Crude Oil
(10 mmbo},

(©) Fifteen milkion Deollars (USS15,000,000) when production of Crude Oil from the

Contract Area reaches a cunmlative amount of twenfy five millien Barrels of
Crude Oil (25 mmbo) ; and

(d)  Twenty-five million Dollars (US$25,000,000) when procduction of Crude Oil from
the Contrect Area resches a cumulative amount of fifty millien Barrels of Crude
Qi (SO mmbo).

In the event of a Non-Associated Natural (Gas Commercial Discovery, the
CONTRACTOR &ad the holder of the Governmeat Interest shall pay, pro rata the
relevant percentage purticipation interest in the Contract, the fellowing relevant Non-
Associated Natural Gas Production Bonus to the GOYERNMENT within chirty (30)
days of the following relevant necurrence:

(a) One million Dollars (USSE,000,000) when First Production of Non-Associated
Natural Gas from the Contract Arca commences.,

(b) Five million Dellars (US$5,000.000) when preduction of Non-Asseciated Natural
Gas from the Contract Arca rcaches a comulative amount of ten million batrels of
oil equivalent {10 mmboe);
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(¢)  Ten million Dollars {US$10,000,000) when produciion of Non-Associated
Natural Gas from the Contract Area reaches 8 cumulative amount of twenty five
million barrels of oil eguivalent (25 mmboc); and

(d} Fiftcen million Dollars (US $15,000,000) when produciion of Noen-Assccizted
Natural Gas from the Contract Arca reaches a cumulative amount of fifty million
barrels of oil equivalant (30 mmboe).

For the purposes of thig Articlz 32, a Commercial Discovery shall be declued by the
CONTRACTOR to be vither a Crude Oil Commercial Discovery or a Non-Associated
(ras Commercial Discovery and undsr no circumstances shall a Production Bonus be due
in respeet of both Crude Oil and Non-Associated Natural Gas for the same Commcrcial
Discovery.

Bonus cost recovery and payment

323

32.8

32.9

No bonus due pursnant to this Article 32 shall be deemod o be a Petroteum Cost.

Payment by the CONTRACTOR (and, where applicable, the holder of the Government
Tntetest) of any borus duc pursuant to this Article 32 shall be made in Dollars by wira
transfer to a specified bank account of the GOVERNMENT or by banker's draft and on
receipt thereol the GOVERNMENT shall forthwath issme a wntten receipt to the
CONTRACTOR duly cxecuted by the Mimster of Natural Resowrces of the
GCOYERNMENT or such other officer of the GOVERNMENT whe shall be duly
authorised te iseue such receipt undzr Kurdistan Region Law.

The GOVERNMENT covenants and agrees with the CONTRACTOR that:

(a}  any pavments under this Contract in respect of Capacity Building Bonus
pavments shall tollewing receipt be wansferred by the GOVERNMENT into
segregated scoount(s), and the sole purpose of such account(s) shell be to support
and finance infrastructure and capucity building projects in the Kurtdistan Region,
for the benefit of the Kurdistan Region (the “Capacity Building Aceount™);

(k)  all Capacity Building Bonuses shall be paid into the Capacity Building Account;

{¢) it shall provide in a form reasenably satisfactory to the CONTRACTOR on an
annual Dasiz and no later than by the end ¢f the third quarter following any
Czalendar Year a written accounting of the application of the Capacity Building
Bonuses from the Capacily Building Acconnt to infrastructure and/or capacity
building projects in the Kurdistan Region togetber with a reconciitation of such
payments in order to ullow the CONTRACTOR o identify the projects to which
such payments have been applied; and

y i BE



i3l

332

334

(d)  each Party shall be entitled, notwithstanding any provision to the contrary, eithet
cxpress or implied within this Contract, to disclose the details of the payments and
applications of the Capacity Building Bopuses in its public rcports.

ARTICLE 33 - PIPELINES

The GOVERNMENT shall obtain any required Permits for (a) the transportation of
Petroleum in the Kurdistan Rcgion and in [raq; (b) the export of Petroleum from the
Kurdistan Region and in Irag, as well as any necessary Permits and easement rights for
the construction of any pipelines and related facilities requived for fhe Petroleum
Operations, as provided in Article 33.2.

The GOVERNMENT undertakes to transfer to the CONTRACTOR it rights for
transportation of Petroleum by pipeline. The CONTRACTOR shell have the right
design, construct, operate and mamisin pipelines end any related facilities for the
tsansportation of Petroleum produced wnder this Contract,

Pricr to the construction of any pipcline and related facilities as provided in Article 33.2,
the CONTRACTOR shall submit following information to the Management Committec:

(@) propesced pipeline route and related facilibes;
(b)  forecasted pipelime flow rate and capacity;

{c)  estunate of financial investment and operating costs of the pipeline and related
faciiitios,

(¢) proposed financing scheduole,;

(e} construction schedule;

1)) general techrical deseription of the pipeline and related facilities;

(@)  construction plans 2nd tests;

(hy  preventive measurcs for damage to the eavircnment and third parties; and

(1) any other mformation rclating to the pipeline project.

The Management Comumittee shult examine all the above information and shall within
nincty (94 days, approve the proposed pipeline preject in accerdance with the provisions
of Article B.5.

Subject to spere capacity being available and to their Petrolewn being compatible, third
parties shall be entitled to transport their Petroleum through any pipeline constructed by

tbe CONTRACTOR in accordance with this Article 33 on tenins to be agreed batwaen
the CONTRACTOR and such chird party. Thosc terms shall be reusonable commercial
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terms and shall not discrimingte among third party users, The CONTRACTOR shall
always huve prionty of access to such pipehnag,

To the extent that they gre incurred upstream of the Delivery Point, any costs sssociated
with the design, construction, operation and maintenance of fhe pipelines and related
facilitics by CONTRACTOR under this Adticle 33 (MPipeline Costs™ shull be
comsidered  Petrolenm Costs and shall be recovered by the CONTRACTOR in
accordance with the provisions of Article 25.

The CONTRACTOR shell have the absolute night, without any exceptions and for the
entire duration of this Centract, to use, free of charge, any pipeline and refated facilities
constructed by CONTRACTOR under this Article 33 and to transport Petrolenm
produced from uny Production Ares und to operwte :md muymtein amy pipabng and 3
related fecilities, fresly and without any additional costs.

To the extent related to transportation upstream of the Delivery Point, any tariffs received
from thind parties for use of any pipeline and related facilities by CONTRACTOR under
this Article 33 shall be applied o the recovery of Petroleum Costs until all Pipeline Costs
have been fully recovered by the CONTRACTOR pursuant to the provisions of Article
25 and shall not be mcluded in income for corporate income twx purposes. The
COVERNMENT shall be entitled te receive any such tariffs from third parties fer their
use of such pipeline and relatea facilities when the said Pipeline Costs kave been fully
recovered by the CONTRACTOR. The costs associated with providing such
transportation services for third partes up 0 the Debivery Pomt shall be considercd
Pipeline Costs and therefore Petroleum Costs and  shall ke recovered hy the
CONTRACTOR in accordencs with the provisions of Articie 25,

Upon recovery by the CONTRACTOR of all the Pipeline Costs, the vpereting aml
maintenance costs of any pipeline and its relared {acilities shall be bome by the
CONTRACTOR and shall bz considered Petroleum Costs and shall be recovered by the
CONTRACTOR in accordance with the provisions of Article 25,

The GOVERNMENT shall have the same rights as the CONTRACTOR for use, free of
charge, of any pipeline and related facilities constructed by CONTRACTOR under this
Artele 33 for the ransportation of the share of Petroleum to which the GOVERNMENT
is entitded under this Contract up to the Delivery Point, provided that wherce the
GOYERNMENT is participating in ifs capacity 23 a CONTRACTOR Entity pursuant
to Article 4, i1 shall be liable for its sharc of Petroleum Costs.

The CONTRACTOR shall besr the cost of operation and mamrenance of any pipaline
and related facilities constructed by CONTRACTOR under this Arxticle 33 and all risks
of zecidental loss or damage to such pipeline and related facilities while they are reauired
for Petroleum Operations.
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ARTICLE 34 - UNITISATION

In the event a Reserveir extends beyond the Contract Area into an adjacent area which is
the subiect of another Petroleum Contract (ss defined by the Kurdistan Region Oil and
(as Law) (an “Adjscent Contract Area™), or in the event a Raservoir ¢f an Adjacent
Contract Arca cxtends into the Contract Area, the provisions of Article 47, Paragruph
Second of the Kurdistan Region Oil and Gas Law shall apply and the GOVERNMENT
shall require the CONTRACTOR and the confractor of the Adjacent Contract Area W
agree upon a schedule for reaching agreement of the terms of the unitisation of the
Rescrveir, which terms shall be based oa reliable technical, operational and cconcmical
parameters, all in accordance with prudent international petrolcum incdustry practice. In
the ¢vent that the Minister of Natural Resources cecides the wmnsgtion pursuant to
Article 47, Paragraph Third of the Kurdistan Region Oil and Gas Law, and if the
CONTRACTOR does not agrae with the decision of the Minister of Natural Resources,
tac CONTRACTOR shzll be entitled to arbitration pursuant to the provisions of Article
42.1,

For clarificasion and the avoidance of doubt and notwithstanding Article 47 of the
Kurdistan Region Oil and Gas Law, i the event thal a Reservoir extends beyond the
boundaries of the Conmact Area into an adjacent srca which is not the subject of anather
Petroloum Contract {as defined by the Kurdistan Region Oil and Gas Law), the
GOYERNMENT shall, upon the CONTRACTOR 's request, take the nccessacy steps to
gxtend the boundaries of Contract Area so as to include the entire Reservoir within the
Contract Atea, provided that the CONTRACTOR can offer the GOVERNMENT 2
competittve minimum work program for such adjacent area.

ARTICLE 35 - LIABILITY AND INSURANCE

Liability

35.1

352

Subject to the other provisions ¢f this Conrraet, the CONTRACTOR, in its capacity as
the entity responsible for the exccution of the Petrolewm Operations within the Centract
Area, shall be liable to third parties to the extent proveded under applicable Law for any
losscs end demage it may canse to them in conducting the Petroleum Openations, and
shall defend, indemnity and hold harmless the GOVERNMENT with respect o all
claims for such loss or damage,

Notwithstanding the other provisions of this Contract, the CONTRACTOR and the
CONTRACTOR Entitics shall not be lizble to the GOVERNMENT or the Public
Company or other government agencies, auvtheritics or bodies, courts or political
subdivisions for any damage or 1oss or claims of any kind resulting from ity conduct of
the Petroleum Opcrations unless such damage or less s the result of wilkal misconduct or
@ material failure to conduet Petroleum Operations in sccordance with the terms of this
Contyact; provided, however, that such liability cannot result in the eyent of any
omissions, errote or mistakes committed in good faith by the CONTRACTOR m the
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35.3

354

356

exercise of the powers and authorisations conferred upon the CONTRACTOR by virtue
of this Contract, and further provided that in no event shall the CONTRACTOR and the
CONTRACTOR Enuitics be liable for any indirect or consequential loss or damuage
wharsoever or any loss, damages, costs, exponses or liabilities caused (dircctly or
indirectly) by any of the following arising out of, relating (o, or connevted with this
Contract or the Petroleum Operations carmricd out under this Contract: (i) reserveir or
formation damege; (i) inability to produce, use oc dispose of Porcleum; (iii) 1oss or
deferment of income; {iv) special or punitive damages; or {v) other indirect damages or
lossos whether or not similar to the foregoing.

The CONTRACTOR sha!l indemnify and hold harmiess the GOVERNMENT agrinst
all losses, dumages and liability acising under any claim, demand, action or proceeding
brought or ngntuted against the GOVERNMENT by any employee of the
CONTRACTOR or of any Subcontracter or by say dependent thereof, for personal
injuries, mdustrial illncss, death or damage to personal property sustained in connection
with, related to or ansing out of the performance or nen-performance of this Contract
regardless of the fault or negligence in whale or (o party of any entity or indiyidual,

Notwithstanding Article 35.1, the GOVERNMENT shall indermty and hok! harmlcss
the CONTRACTOR and the CONTRACTOR Entitics against all losses, damages and
liability arising under any claim, demand, action or procecding brought or instituted
against the CONTRACTOR or any CONTRACTOR Entity by any employee of the
GOVERNMENT or of any Public Company or of any subcontracter of the turegoing or
by any dependent of any such employee, for personal injuries, industrial illness, death or
dzmage to personal property sustained in connection with, related to or arising out of the
performance or non-performance of this Contract regardless of the favlt or negligence in
whole or in part of any entily or individual,

The CONTRACTOR shall take ali neocssary steps to respond te, end shall promptly
notify the GOVERNMENT of, all ecmergency and other events (including explosions,
leaks and spills), vccurring in relation o the Petroleum Operations which arc causing or
likely 1o cavse material environmental damige or material risk @ heulth and safety. Such
notice shall include & summiary description of the circumstances ind steps taken and
planned by the CONTRACTOR to control and remedy the situation. The
CONTRACTOR shall provide such additional reperts te the GOVERNMENT as are
reasonably necessary in respect of the effects of such events and the course of all sctions
taken to prevent further loss and to mitigate deletenious effects,

In the cvent of emergency situations as st out i Article 35.4 | at the request of the
CONTRACTOR, the GOVERNMENT, without prcjudicc and ip addition to amy
indemnification  obligations the GOVERNMENT may have, shall assist the
CONTRACTOR, to the extent possible, in any cmergeney response, remedial or repair
effort by making available any labour, materials and equipment in reascrable quantities
requested by the CONTRACTOR which arc not othcrwisc readily available to the
CONTRACTOR and by facilitating the measurcs taken by the CONTRACTOR to
bnng into the Kardistan Region personnel, materials and equipment to be used in any
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uch emergency responsc or remedial or repait offort. The CONTRACTOR shall
roimburse the GOVERNMENT's rsusonable and necessary casls mcutred in such
efforts, which reimbursed amounts shall be considered Petroleum Costs snd shall bo
recovered by the CONTRACTOR in accordance with the provisions of Article 25.

‘The GOVERNMENT shall indemuify and hold hammless the CONTRACTOR and cach
CONTRACTOR Entity from and against all costs (including legal costs) expenscs,
losses, damages and liabilicy which such Person may suffer or incur, or mey result from
such Person being denied, hindered or prevented from fally excrcising is rights or tuking
the full benefit of Articles 29 4, and 29.6 to 29.11.

Insurance

358

359

3510

In accordance with prudent intermativoal  petroleum  industry  practice, cach
CONTRACTOR Entity shall maintain any msuriunces required by applicable Kurdistan
Regivn Law, 25 well as any insuraoce approved by the Manegement Commitree.

Such insurance policics may cover:

{a)  loss of and damage to material and cquipment used in the Potroleum Operations,
and

{(h)  personal injury, damage to third parties and risks of pollaticn associated with
Petrolsum Operatons for reasonable amounts, within the limits approved by the
Management Commitree.

Any insurance policy relating to this Centract shall name the GOVERNMENT as an
additional msured party and shall include a waiver of subrogation protecting the
GCOVERNMENT against any clarm, loss and damage resulting from any Petroleam
Operation conducted by or on bebalf of the CONTRACTOR under this Contract, to the
oxtent that the CONTRACTOR is liable for such claim, loss or damage under this
Centract. Tha CONTRACTOR shall not be liable for and shall not purchase insurance
cover tor any claims arising from negligence or wilful miscondoct of the
GOVERNMENT or of any Public Company or of any of its or their subcontractors or of
any personnel of any of the foregoing,

Upon 1ts written request, the GOVERNMENT shall be provided with insurance
certificates, including necessary details, for any insurance policy maintained by the
CONTRACTOR which relates 1 this Contract.

Each CONTRACTOR Errity shall be responsible for the filing of all claims made under
ary insurance policy maintited by such CONTRACTOR Entity which relates to this
Consract, Any promiwns and payments relating to such insurence policies shall be
considered Petroleum Costs and shall be recoversd by the CONTRACTOR in
accordance with the provisions of’ Articls 25.
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34.1

36.2

36.5

36.6

36.7

In any insurance policy maintaived by a CONTRACTOR Entity which relates to this
Contract, the amount for which the CONTRACTOR itsclf is liable (the “Deductible
Amount’) shall be reasonably determined between the CONTRACTOR Entity and the
insurer and suck Deductible Amount shall in the event of any insurance claim be
congidered a Petroloum Cost and shall be recovered by the CONTRACTOR in
accordance with the provisions of Acticle 25.

ARTICLE 36 - INFORMATION AND CONFIDENTIALITY

The CONTRACTOR shall keep all records, data and information relating to the
Petroleun Operations in accordance with the Kurdistan Region Oil and Gas Law and
prudent international petrolcum industry practice. In addition, it shall provide the
GOVERNMENT with such information and data as it 15 obliged to provide under this
Contract.

Upon the GOVERNMENT's written request, the CONTRACTOR shall provide the
GOVERNMENT with samples of any rocks or any other items cxtracted dwing the
Petroleum Operations.

The GOVERNMENT shall have title to all data and information, whether raw, derived,
processed, interpreted or analysed, obrained pursuant to this Contract.

Each CONTRACTOR Entity shall have the right, without any limitation, to send
Abroad copies of all reports and technical data, magnetic tapes and other data relating to
the Petroleuma Operations. Magnetic tapes or other data, the original of which must be
analysed and processed Abroad, may be transported out of the Kurdistan Region.

Any represemtatives authorised by the COVERNMENT and notified © (he
CONTRACTOR shzll, upor rcasonable prior writter notice, have reasonable acesss to
any mformation and dea relating to the Contracl Area w the possession of the
CONTRACTOR which the CONTRACITOR is obliged to provide t the
GOYERNMENT pursusat to this Contract. It is understood that, when exereising such
right, the GOVERNMENT shalt cnsurs it does not unduly interfers with or hinder the
CONTRACTOR's rights and activities.

The CONTRACTOR shall provide the GOVERNMENT upon the GOVERNMENT 's
writter request any enalysis inforation, reports, tapes or other data (geological,
geophysical, logs, interpretations, drilling reports, etc.) related to the Petreleum
Operations in the possession of the CONTRACTOR. All available originals of such data
shall be transferred to the GOVERNMENT at the end of this Conmaet.

Apart from the exceptions stated in this Article 36, the Parties undertake to keep all daw
and information relating o this Contract and the Petroleum Operations confidential
during the entire term of this Contract and not to divelge or disclose such daty or
wformation to third partics without the specific consent of the other Parties, such consent



36.8

rot to ko unreasonably withheld or delayed. The farsgoing confidentiaitty obligation shall
not apply 0 information or data which:

(a)

{©)

(d)

is or, throngh no fault of 2ny Party, becames part of the public domain;

is knewn to the recipient at the date of disclosure,

is required to be fumished in compliance with any applicable Law, by «
government agency having jurisdicticn over a CONTRACTOR Enlity, by o
court erder or any other legal procecdings; or

is required 10 be disclosed pursuant to the rules or regulations of any govermnment
or recogmised stack exchange having jurisdiction over a CONTRACTOR Entity.

Notwithstanding the foregoing in Article 36.7. i accordance with prudent interhational
petrolcum industry prectice, such data and information raay be disclosed to:

(a)
(b)

(<)

)

(e}

()

(g

Affiliates of cach CONTRACTOR Enrily;

cmployees, officers and directors of cach CONTRACTOR Entty and their
respective Affiliated Companics for the purpose of the Petroleum Operations,
gubject 1o each such entity taking customary precautions W ensure such
information 18 kept confidential;

consultants or agente retained by any CONTRACTOR Entity o 1is Afbliates for
the purpose of amalysing or evalvating information or dutig

barks or financial institations retained by any CONTRACTOR Entity or its
Affiliales with a vicew to financing Petroleun Operations, including =any
professional consultants retained by such bank or finuncial msttution;

bona fide praspective assigness of a participating intorest under this Contract
(including ony entity with whom a CONTRACTOR Entity andfor ils Affilistes
are conducting bona fide ncgotiaticns directed towards a merger, consolidation or
the saie of a malterial portion of its or an Affiliates shares);

prospective or actnal Subcontractors and suppliers engaged by a Party where
disclosure of such information is csscatial to such Subcontractor’s or sapplier’s
waork for such Party; and

any other Person or catity, upon the prior writtsn approval of the non-disclosing
Parties,

provided that disclosure shall not be made pursuant to paragraphs (e}, (d), (&) and (1),
unless such third party has cotered into a confidentiality undertaking.
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36.9

37.1

37.2

37.3

374

37.5

Any data and information relating to relinquished or susrendered argas under this
Contract shall become the exclusive property of the GOYERNMENT, who shall have
the right to nse same for any purpose, in particnlar for the purposa of promoting said
freas. Each CONTRACTOR Enatity shall be entifled to keep copies of such data and
information and to use such data and information for any purpose,

Subject to the provisions of this Article 36, the CONTRACTOR :ay neot scll nor
exchange any data related to the Petroleurn Operetions without the approval of the
GOVERNMENT, which approval shall not te unreasorably withheld or delayed where,
in the CONTRACTOR's rcasonable opinion, such szle or exchange would bencfit the
Petroleumn Operations.

ARTICLE 37 - ENVIRONMENTAL PROVISIONS

During the performance of the Petrolenm Operations, the CONTRACTOR shall take
reasonable measures to cnswee that it, the Operator, its Subcontractors and agents attend
to the protecction of the cnvironment and prevention of poliution, i accerdance with
prudent intemational pefroleum mdustry practice in similar physical and ccological
environments and any then applicable Kurdistart Region Law,

Priot to surrendering a portion of the Contract Arca, the CONTRACTOR shall take
ressonable measure: to sbandon the area o be surrendersd in accordance with prodent
ieternational petroleum incustry practice in similar physical and ccological envirenments.
Such measurcs shall include removal or closure in place of facilitics, material and
cquipment together with reasonzble measures necessary for the preservation of faung,
flora and ecosystems, ail in accordance with prudent international pefroleum industry
practice in similar physical and ccological envitonments. The CONTRACTOR shall
only be responsible for sitc restoration or environmental damage 1o the extent the same
pertaing solaly and directly to Petroleum Operations conducted pursuant to this Contract.

The CONTRACTOR shall take reascnable precautions and measures in sceondance with
ptudent iaternational petroleum industry practice i similar physiczl and ccologival
eavironmonis to prcvent any pollution which may arse directly as 2 result of the
Petroleum Operations and io orotest the environment (fauma and flora), waler sources and
any other namral resources when carrying out Petrolent Operations.

The CONTRACTOR shall, in accordance with prudent intemational petroleum industry
pracrice in similar physical and ecological environments, respect the peeservation of
property, agricultural arsas, and fishenss, when carrving out Petroleum Operatiens.

The CONTRACTOR shall conduet and submit an cavironmiental impact asscssvaent to
the GOVERNMENT within six {6) months after the Effective Dale,



Nationsl Parks and Nature Reserve Argax

376

37.7

The CONTRACTOR shall take rcasenable measures t0 minimise any adverse material
imgact on national parks and natyure reserves which may arise directly as a result of the
Petroleum Operations, in sccordance with prudenr international peroleum industry
practice in similar physical and ecological environments,

The GOVERNMENT: (i) represents and wanants that, on the Eftective Datc, there arc
7o nationsl paris, nature reserves or other protected avess localed in whole or in part
within thc Contract Arcs where the CONTRACTOR shall not be ennitled to canry out
Petroleum Operations and (1) covenants thut duning the term of this Conwact will not
designate or create or permit the creation of uny national parks, naturc reserves or other
protected areas, loczted in whole or in part within the Contract Area.

Expenditures

378

Any rcasonable cxpenditure incurred by the CONTRACTOR in relatien with this
Articke 37 shali be deemcd Pctroleum Costs and shall be recoversd by the
CONTRACTOR in accordancs with the provisions of Article 25,

Pre-exlsting Conglitions

379

351

The CONTRACTOR is not respensible for any pre-existing environmental conditions or
any acts of unrelated third parties.

ARTICLE 38 - DECOMMISSIONING

To enadlc the CONTRACTOR to recover the costs associated with tuture Conract Arca
Decommussioning Operations under this Contract, the CONTRACTOR shall have the
right to cstablish a reserve fund for fawre decommissioning and site restoratian {a
“Decommissioning Reserve Fund™). The Decommussioning Reserve Fund may be
eatablished at any time during the final ten (10) Culendar Years of the term of the
Produgtion Operations of a Preduction Arca but, upon the reasomable request by the
CONTRACTOR, thc GOVERNMENT shall allow the CONTRACTOR 1w establish
such fund over # longer pariod. Once catablished, the CONTRACTOR shall muke
regular contributions te the Decommissioning Reserve Fund based upon estimated
Petreleum Field decommissioning and site restoration costs in accordance with prudent
international petroleum industry practice, and taking into account interest received and
futare intercst cxpecied to be camed on the Decommissioning Reserve Fund. Any
contributions by the CONTRACTOR to the Decommissioning Rescrve Fund shall be
muda in Dollars and shall be deemed Petrolzum Costs when paid into the reserve fund,
and gkhall be recovered by the CONTRACTOR in accordance with the provisions of
Article 25. Contributions to the Dacommiasioming Reserve Fund shiall be placed with 4
first vatc bank approved by the Maragement Committee in accordance with Article R.5.

80



38.3

iz4

385

i8.6

87

I, at the end of the torm of the Production Operations of the Production Area, the
GOVERNMENT decides to take over production operations in the Preduction Ares:

() the GOVERNMENT shall become liable for s future Decommissioning
Operations,

(b)  the contributions and any intcrest accumulated! in the Decommissioning Reserve
Fund, to the extent that such contributions have been rccovered as Petroleum
Costs, shall be prid to the GOV ERNMENT, and

(¢) the GOVERNMENT shall release the CONTRACTOR and the
CONTRACTOR Entitics from any obligations relating to Dacommissioning
Operetions and shall indemnify the CONTRACTOR and the CONTRACTOR
Entities for any costs, habilities, cxpenscs, claims or obligations asseciated
therewith,

1f the CONTRACTOR undertakes the Production Area Decommissioning Opsrations,
the contributions and any interest accumuiated in the Decommissioning Reserve Fund
shall be paid tc the CONTRACTOR and shall be used for the Decommissioning
QOperations,.  The CONTRACTOR shall undertzke any such Decommissioning
Operations in accordance with prudent international petrelewm industry practice in
similar physical and ecologicat environments.

If the Decommissiomng Reserve Fund is peid to the CONTRACTOR and the
Decommissioning Reserve Fund is not sufficient to cover all Decommissiomng Costs tor
the Contract Arca, the balance shall be paid by the CONTRACTOR and may be
recovered, if applicable, by the CONTRACTOR Entities or any of their Affilates from
any other arca which is the subject of another Petroleum Contract (as defined hy the
Kurdistan Region Oil and Gas Law) anywhers in the Kurdistan Region and, to the oxtent
the halanice 18 not recoverable as aforesaid, such remaining bulance shall be paid hy the
GOVERNMENT to the CONTRACTOR.

If the Decommissioning Reserve Fund is paid to the CONTRACTOR and the
Decommissioning Reserve Fund exceeds all Decommissioning Costs fer the Contract
Arca, the balance shall be transferced to the GOVERNMENT.

Any expenditure mcurred by the CONTRACTOR in relation with this Article 38,
including any contributions to the Decommissioming Reserve Fund, shall be deemed
Petroleum Costs and shall be recovered by the CONTRACTOR in accordance with the
provisions of Article 25.

The CONTRACTOR shall submit to the Management Commitice for approval in
accordance with Article 3.5 a detailed glan for decommissioning the Contract Arca
faciities and site restoration (the “Decommissioning Plan™), such Decotnmissioning
Plan to he submiteed no later than twenty four {24) Months prioe to the dss estimated by
the CONTRACTOR for the cod of Commercial Troduction from fhe Contract Arca.



The Management Committec shall provide comments, if any, on the Decommissioning
Plan within nincty (9G) days after receipt. The CONTRACTOR’s completion of the
Decommissioning  Operations in accordance, ir all material respects, with the
Decommissioning Plan for a Production Arca approved by the Managcment Committce
shall satisfy all of the CONTRACTOR's obligations with respect fo the performancs of
Decommissioning  Operations  for such  Preduction Area. In  the event (he
GOVERNMENT docs not agree that Diccommissionitg Operations for a Production
Arca were carried out in accordance with the approved Decommissionimg Plan, it must
advise the CONTRACTOR within gix (6) months of CONTRACTOR's completion of

such operations.

ARTICLE 39 — ASSIGNMENT AND CHANGE OF CONTROL

Assignment to Affilintes

39.1  Each CONTRACTOR Entity shall be free to sell, assign, transfer or otherwise dispose
of all or part of irs rights, obligations and intarasts under this Contrict to an Affilinted
Company or 0 another CONTRACTOR Entity with the prior consent of the
GOVERNMENT, which consent shall not be unreascnably delayed or withheld,

Assignment to Third Partics

39.2  Fach CONTRACTOR Entity shall have the cight to sell, assign, transfer or otherwise

dispose of all or part of 118 nghts and interasts under this Contract to any third party (not
being an Atfiliated Company or another CONTRACTOR Entity) with the prior consent
of GOVERNMENT, and gach other CONTRACTOR Entity (of any) which copsent
shall not be unreasonably delayed or withheld. Any CONTRACTOR Entity proposing
to scll, assign, transfer or otherwise dispose of all or part of its rights and interests under
this Contract to any such third party shall requost such consant in writing, which request
shall be acuompanted by reasonably evidence of the techmics| und finuncisl capubility of
the proposed third party assignes. In the ¢vent that the Third Parsy Participant with a
Third Party Interest subject to Article 4.8 proposes to sell, assign, transfer or otherwise
dispose of all or part of such Third Party [nterest to a Person that is not an Affiliate, such
Third Party Participant shall first offer to scll the Third Party lotcrest on terms chat arc at
least as fayvourable as the terms upon which the Thirgd Party Interest (or part thereof) has
been cffered to the interested Person (“Third Party Terms”) to both the other
CONTRACTOR Entity (or, if applicablc, CONTRACTOR Entities) and to the
GOVERNMENT, in the propottions in which their respective nercentage interests bear
to the sggregate of their respective percentage interests under this Contract ar in such
other proportions as such CONTRACTOR Entitics und the GOVERNMENT, as
applicabls, shall agree berween them. [n the cvent that the relevan: CONTRACTOR
Entities and the GOVERNMENT clect to puichase less than all of the Third Party
[ntorest under this Article 39.2, the Thard Party Participant may sell, assign, transfer or
otherwise dispose of all ar part of such Third Party Intercst to a Person thal is not an
Affiliatc on terms no mor: favourabls to its countsiparty than the Third Party T'erms and,
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39%.6

39.7

Chan

39.7

in such case, the aforesaid rights of pre-emption shall thereupon cease to apply in relation
to the Third Party Interest.

In order for any deed of sale, assignment, transfer or other disposal as provided under
Articles 39.1 or 39.2 to be ¢ffective, the Parties and the relevant third party, if any, shail
enter o a binding and enforceable instrament of assignment and novation, which shall
melude an undertuking by the transferee or assignee to fulfil the obligations under this
Contract which correspond to she interest transferred or assigned.

By way of clarification, and not io limitation of the forogoing provisions of this Arficle
39, the GOVERNMENT shall not be considersd @ be acting upreasonably in
withholding conscnt o any such assignment if the assignment to such proposed assignee
is deemed centrary (0 the GOVERNMENT's interests, &s evidenced in writing to that
cffect signed by the duly authorised representative of the GOVERNMENT helow.

1n the cvent 2 CONTRACTOR Entity assigns or in any other wuy trangfers its rights and
intercsts under this Contract, ineluding throngh the exercise of the Option of Third Party
Participation, whether in whole ot in part, such assignment or transfer shall not give rise
to any Tax, including on the censideration paid or received or on the income or gain
therefrom.

The GOVERNMENT may not at uny time transfer any or ail its rights and obligations
under this Contract to any Person, including to a Public Company or any other company
or entily, except in accordance with Article 4.

Notwithstanding anything to the contrary n Article 3%, io no event shall a transfer be
made pursuant to Article 39 which would result n the trensferor or transferee holding
Icss than a five per cent (5%) participating interest under this Contract.

f Control

“Change of ControF’ for the purpose of thas Article 39.7 meaps any direct or indirect
change of the identity to the Person who Controls a CONTRACTOR Entity (whether
through merger, sale of shares or of other equity tnterests, or otherwise) through 2 single
rangaction or geries of trangachiony, from one or more transferors to one or more
transferees, in which the market value of such entity’s participating intcrest (which
participating interest shall be as specified in the Joint Operating Agreement rolating 10
this Contract, or whers there 15 only one CONTRACTOR Entity, one hundred percent
(100%) in this Conftract rcprescuts more than seventy five per cent (75%) of the
aggregate market value of the assets of such entity und 1ts Affiliates that are subject to the
Change in Control. Por the purpose of this definition: “Control™ means the direct or
indirect ownership or control of the majority of the voting rights of the applicable cntity
at its shareholders’ meetings or their equivalent; and “market valuc' shall be determined
based upon the amount in cash & willing buyer would pay a2 willing seller in an Armm’s
Length transaction.
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Each CONTRACTOR Entity which is or anticipstes with a reasonable degres of
certainty that it wil! be subject to a Change in Conrol, other than to wm Affiliated
Company or a CONTRACTOR Entity, shall notity the GOVERNMENT as soon as
precticable after it becomes awave of the Change in Control or anticipated Change in
Centrol and request the consent of GOYERNMENT, which consent shall not be
unreasonably delayed or withheld.

A Change in Control shall not give rise to any Tax including or the consideration paid or
received or on the income or gain therefrom.

ARTICLE 40 - FORCE MAJEURE

No delay, deiault, brcach or omission of the CONTRACTOR in the exscution of any of
i18 obligaiions under this Contract shall be considered a failure to perform this Ceneract or
be the subjece of 2 dispute if such delay, default, breach or omission is due o a case of
Force Majeure. [n such eveni the CONTRACTOR shall promptly notify the
COVERNMENT in writing and take all reasenably appropriate measures to perforn its
obligations under this Contract to the extent possible. The time resulting from acy such
delay or curtailment in the execution of such obligations, increased Dy the UM necessary
te repair any Jamage resulting from or occurred during such delay or curtailment, shall
ba added to any time period provided under this Contract (including the Exploration
Penicd and eny extension thereto, any Sub-Pernicd and any extension thereto and any
Development Period and any extension thercto). The Parties shall meet as soom as
possiblc sftcr the notitication of Force Majeure with 4 view to using reasonable
endeavours to mitigate the effects thergof,

For the purpose of (s Contract, “Force NMajeure” means aay event that is
unforeseeable, msurmountable and irresistible, not due to any errer or om:ssion by the
CONTRACTOR but duc to circumstances beyond its control, which prevents or
impedes execution of all or gart of its obligations under this Contract. Such ovents shall
include the following:

(a) war, whether declared or not, civil war, insurrection, riots, civil commotion,
terrorism, any other hostile acts, whether intemal or external;

(by  strikes or othet labour contliets;
(c) accidents or blowouts:;
(d)y quarzntine restrictions or epidemies;

i€) any act, event, happening or accurrence duc to namral causes, in particular, but
without limitation, floeds, storms, cyclones, fires, lightning, or earthquakes;

(f) envitonimental restrictions, which the GOYERNMENT has not notified to the
CONTRACTOR;

34



403

{g}  except in rospeet of the GOVERNMENT andlor any Public Company which
may bc 3 CONTRACTOR LEntity, any auts or orders of the GOVERNMENT,
any ouinister, ministry, dopartment, sub-division, agency. authority, council,
commuttes, or other constituent clement thereof, any corporation owned andlor
controllec by the aay of the foregoing; and

(h)  amy acts ov orders of any other guvernment claiming or &sserting jurisdiction over
the subject mefter of this Centract, any minister, ministry, department, sub-
division, agency, authority, council, committce, or other comstituent element
thereof, or any corporation owned and/or controlled by any of the foregoing.

The intection of the Partics is that Force Majeure shall receive the interpretation that
complies most with prudent international patroleum industry practice. Force Majeure
affecting & CONTRACTOR Emity or an Aftiliate¢ Company of & CONTRACTOR
Entity shall be deetied Force Majewre affceting the CONTRACTOR if the consequence
of such Force Majeurs prevents the performance of any of the CONTRACTOR’s
obligattons under this Contract.

ARTICLE 41 - WAIVER OF SOYEREIGN IMMUNITY

The GOVERNMENT and any Publi¢ Compary which may be a CONTRACTOR Entity at any
time hereby fully and irrevocably waives uny claim te immumily for itself or any of its assets.

This waiver includes any claim to immunity from:

(a)  any expert determination, mediation, or arbitration proceedings commenced pursuant to
Axticle 42;

(b)  any judicial, administative or other procesdings to aid the expert derermination,
mediation, or arbitration proceedings commenced pursuant to Article 42; and

{c) zny cffort to confirm, conforce or execule aty decision, settlement, award, judgment,
service of process, execution order or attachment (including pre-judgment attachment)
that resnlis from an expert determination, mediation, arhirratdon or any juwlicial,
administrative or other proceedings commenced pursuant to this Contrast,

ARTICLE 42 - ARBITRATION AND EXPERT DETERMINATION
Nepotiation, Mediation and Arbitration
42,1  For the purposs of this Articlc 42.1, “Dispute’’ shall mesn sny dispute, controversy or

claim (of any and every kind or fype, whether based on coniract, tort, statule, regulation
or ofherwise) ansing out of, relating to, or connected with this Contract or the operations
carried out under this Contrace, including anv dispute as the construction, extstence,
validity, interpretation, cnforceability, bteach or termination of this Contract, which
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arises hetween the Partics (or between any one ot more entities constituting the
CONTRACTOR znd the GOVERNMENT),

In the event of a Disputc, the parties to the Dispute shall use thair raasonable endeavours
1o negotiate promptly in good faith 2 mutuaily acceptable resolution of such Dispute,

Subject to the provisions of Article 422, & Party who desires to submit a Dispute for
resclution which has not been prompely resolved as aforesaid shall commence the dispute
resolution process by providing the other parties o the Dispute written notice of the
Dispute ("Notice of Dispute”). The Notice of Dispute shall identify the parties to the
Dispute, shall contain a briel statement ot the nature of the Disputc and the relief
requested and shall request negotiations among Senior Representatives,

(a)

(k)

()

In the cvent that any Notice of Dispute is given in accordance with this Article
42.1, the parties to the Dispute shall tirst seek seftlement of the dispute by
negatiation botween Senior Representatives. “Senjor Representative”™ means any
individual who has authority to negotiate the scttlement of the Disputc for a party
to the Dispute, which for the GOVERNMENT shal! mean the Mwmster of
Natural Resources. Within thirty (30) days afier the dare of delivery of the Notice
of Disputc, the Scnior Representatives representing the partics to the Dispute shzll
mect at a mutually acceptable date, time und place to exchange relevant
mftemation in un wtempt to resolve the Dispute. if & Senior Representative
intends 0 be accompanied at the meeting by a lcgal adviser, each other party shall
be given written notice of such intention and s Senior Reprasantative may also
be accompsinied at the meeting by a legal adviser.

If the Digpute cannot ba resolved by negotiation in accordance with Article 42.1
(a} within sixty {€0) days after the date of the receipt by cach party to the Dispute
of the Notice of Dispute or such Further period as the parties to the Dispute may
agres i wiiting, any party te the Dispute may scek seitiement of the dispute by
mediation io accordsnce with the Loadon Cowrt of Tnternational Arbitration
(“LCIA™) Mediatwon Procedurs, which Procedure shall be deemed to be
incorporatet by reference into this Article, and the parries to such Dispute shall
submit to such mgdiation procedure.

If the Dispute iz not setted within the earlier of (A) sixty (60) dsys of the
appointment of the mediator, or such further period as the partics to the Dispute
may othetwise agree in wiiting under the mediation procedure under Article 42.1
{b), and (B) one hundred and twenty (120) days after the delivery of the Dispute
Notice, aay party to the Dispute may refer the Dispute to, apd seck final
resolution by, arbitration under the LCIA Rules, which Rules shall be deemed to
bo incorporated by refarence into this Article.

{1} Any arbutrazion shall be conducted hy three (3) arbitrators,



(ii)

{iii)

(vi)

)

i)

If the partics w the Disputc are the GOVERNMENT and all the
CONTRACTOR  Entities, the GOVERNMENT and the
CONTRACTOR shall cach appoint one {1} arbitrator, If the parties to the
Dispute are the GOVERNMENT und more than one, but por all the
CONTRACTOR Entitics, the GOVERNMENT shall apgoint oe (1)
arbizator and such CONTRACTOR Entitics shall appons one (1)
arbitrator. TF the partics to the Dispute are the GOVERNMENT and onc
CONTRACTOR  Entity, the GOVERNMENT and such
CONTRACTOR Entity shall each appaint one (1) acbitrator.

In any event, the two arbitrators so appointed shall, in good faith, use all
reasomable endeavours to agree on the appointment of the third arbitvator,
who will chair the arbitral wibupel. In case of fuilure o appeint an
arbitrator er to agree on the appointmant of the third asbitrator, Rules of
the LCIA shall apply.

Arbitration shall take place in London, England. The jangwage to be used
in any prior negotiation, mediation and in the arbittation shall be English.
Duting the arbitration procedure and until the arbitral decision, the Partiss
shall continue to perform their obligations and take no actions that would
impair the Contract, The arbitral award may be entorced by uny court of
competent jurisdiction, including in the Kurdistan Region. Ary award
shall be expressed in Dollars.

The Partics agree that the arbitral sward shall be final and not subject to
any appeol, mcluding to the Courts of England on issues of Layr,

With tespect to any matter referred to acbitration under Article 43.4, the
arbitral tribunal shall have the autherity to amend this Conracr 1o restore
the ceconomic pesition referred to in Article 43 3.

Expert Determination

422

Any disagreement between the Parties relating to Articles 159, 27.2 and 27.7, as well as
any disagroement the Parties agree to refer to an experr, shall be submitted to an cxpert.
The Manegement Committee shall prepare and agrec appropriate temms of reference
relating to a disagreement to be submitted to the cxpert, m accordance with Article 8.5
(“Terms of Reference™), as soon as possible after the Effective Date.

(@)

The disagraement shall be submitted to an expert appointed by mutual agreement
of the Parties within thirty (30) days following the date of preparation and
agreement of the Terms of Refercnce by the Management Committes. If the
Parties cannot agree on the choice of the expert within such thicty {30} day peried,
at the request of either Party, the expert shall be appointed by the President of the
Encrgy Institute in London, England. Any cxpert appointed must have ths

&7
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(b}

(e}

Geperal

necessary gualifications for reviewing and deciding on the subject matter of the
disagrcement.

The duties of the expert shall be stated in the Terms of Referency prepared and
agreed by the Mansgement Committee. The Management Committee shall
promptly provide the expert wath the agreed Tewes of Reference relating to the
disagreement. Each Party shall have the right to give to the cxpert in writing any
information which it considers useful, provided it does so within forty-five (45}
days after the expert's appeiniment.  Suck information shall be provided to the
other Puity at the same time and such other Party shall be entitled to provide
comtitents on such infermation to the first Party and the expert within thirty (39)
days after receiving such information. The expert shalt have the right to review
and verify any information he deems useful to assist him in his review of the

disagreement.

The cxpert shall render his decision within forty-five (45) days of his reccipt of
the Terms of Reference and the information referred fo in Article 42.2. Subject to
the provisions of Axticle 15.9, any decision of the expert shall be final and shall
not be subject to any appeal, cxcept in the case of tanifest error, fraud or
malpractice. Any costs and expenses associated with the expert determination
chall be shared equally between the Partics.

42.3  No negotiation, modiation, arbitration or expert determination procedure under this
Article 42 shall exempt the Pardes from fulfilling their respective legal and/or contracrual
obligations.

ARTICLE 43 = GOVERNING LAW, FISCAL STABILITY, AMENDMENTS, AND

VALIDITY

Coverping Law

43.1 This Contract, including any disputc arising therefrom, thereunder or in relation thereto
and the agreement to arbifrate in Articlc 42, shall be governed by English law (except any
rulc of English law which would refer the matter to another jurisdiction), together with
any relevant rules, custers and practices of internaticnal law, as well as by principlos znd
pracuce genarally accepted in petreleun producing countrics and in the intermational
petrolenm industry.

!E. ’al ﬁ! Ia! .I.

432  The obligations of the CONTRACTOR in rospect of this Contract shall not be changed
by the GOVERNMENT and the goneral and overall eguilibnum between the Parties
under this Contract shall not be affected in a substantial and lasting manner.
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43.6

The GOVERNMENT guarantees to the CONTRACTOR, for the entite daration of this
Contract, that it will maintain the stability of the legal, fiscal and cconomic conditiens ot
this Comtract, us they result from this Contreet and as they resnlt from the laws and
reguladions in foree on the date of signature of this Contract. The CONTRACTOR has
entered into this Contract on the busis of the legal, fiscal and cconomic framework
prevailing at the Effective Date. If, ut any time afier the Effective Date, thore is any
change in the legal, fiscal andfor economic framework under the Kurdistan Region Luw
or other Law applicable in or te the Kurdistan Region which detrimentally affects the
CONTRACTOR, the CONTRACTOR Enlities of any othet Person entitled to bencfits
urder this Contract, the 1oerms and conditions of the Contract shall be altered so as to
restore the CONTRACTOR., fhe CONTRACTOR Entitics and any othor Person
entitled to benefits under this Contract to the same overall economic position (taking into
account home country taxes} as thut which such Person would have heen in, had no suck
change in the legal, fiscal and/or ¢conomic framework occurred.

['the CONTRACTOR belicves that its ccomomic position, er the cconomic position of 2
CONTRACTOR Entity or eny other Person entitled to benefits under this Contract, has
been detrimentally affected as provided in Article 43.3) ypon the CONTRACTOR's
written request, the Parties shall meet to agree on any hecessary measures or makicg any
appropriate amendments to the terms of this Contruct te re-establishing the equilibrum
between the Partics and restoring the CONTRACTOR, the CONTRACTOR Entities or
any other Person entitled 1o benefits ynder this Contract to the position (taking into
account home country taxes) it was m prios to the occurrence of the change having such
detrimental effect. Should the Parties be unable to agree on tha merit of amanding this
Contract and’or on any amendments to be made to this Contract within ninety (90) days
of the CONTRACTOR's request (or such other period as may be agreed by the Parties},
the CONTRACTOR may refer the matter in dispute to arbntration as provided im Article
42.1, without the necessity of firsr referring the matter to negotiation and mediation.

Without prejudice to the generality of the foregoing, the CONTRACTOR shall ke
entitled to the benefit of acy future changes to the petroleum legislation or any other
legislation complementing, amending or replacing it.

The Parties agree te cooperate in all possible ways with a view to felly achicving the
objectives of this Contruct, The GOVERNMENT shall facilitate the performance of the
Petroleum Operations by promptly granting to the CONTRACTOR any necessary
authorisation, permit, licence or access right and making available any cxisting facilities
and services with o view to the Parties oblaining meximum mutusl bBengfit from the
Contract.

Amendments

43.7

Any amendment to this Contract shall be the subject of a formal amendment, duly
approved in writing by the Parties and subject te the same conditions of validity as this
Contract. Notwithstanding the forcgoing, the GOVERNMENT has the right and



authority to waive the application of the provisions of this Contract on a case-by-case
basis without having te fulfil the conditions of validity of this Contract.

43,83 This Contruct constitutes the entire agreement of the Parties and supcirsedes any and all
priotr understandings or agreements in respect of the subjeet matter of this Contract.

439  Unless otherwise expressly stated elsewhere in this Contract, no failure or delay of any
Party o excreise any right, power or reraedy under this Contract shall operate &s a waiver
thereof, nor shall any single or partiai exercise of any such right, powor or remedy
preclude dny other o future axercise thereof or the exercise of any other right, power or
remedy.

Validity

43.10 As signatories to thiz Contract for and on behalf of the GOVERNMENT, the Ministry of

44.1

Natural Resources in the Kurdistan Region and the Regionzl Counil for the Qil and Gas
Affairs of the Kurdistan Region - Traq hereby represent thut they agree and approve this

Contract for the purposes of the Kurdistan Region (Ol and Gas Luw.

ARTICLE 44 - NOTICES
All notices, demands, instructions, waivers, consents or other communications to be
provided pursusnt te this Contract shall be in writing in English, shall be effective upon
receipt, and shall be sent by receipted hand delivery or by email ifollowed by delivery by

reputable intcrnationel air couricr company with an cstablishment in Erbil in the
Kurthistan Region) to the following addresses:

To the GOVERNMENT:

Altentiom:

His Excelloncy the Minister of Natural Resourcas
Address:

Ministry of Natural Resources

Kwndistan Regional Governmient
Frbil, Kurdistan Region

Email: mnr@krgoil.com



45.1

To the CONTRACTOR:

TALISMAN {BLOCK K9) B.V.
Attention:  Nigel Webhb

Address: Atoum Building, Strawinskylaan 3159, 1077 ZX Amsterdam, The
Netharlands

Email: nwebbiditelisman-cnergy .com
COLWYN INVESTMENTS LIMITED
Attention: Al JafTar

Addvess: o KHCS Consultants Limited
[nit 2 Capiial Business Park
Manor Way
Borchamwood
Hertfordshire WD6 | GW
England

Email: ali@jaffargroup.com

A notice delivered by cmail (followed by air courier) shall, save for manifest siror, be
deemed to have been delivered upon its transmission by email,

The zbove addross and/or designated reprosentative of any of the Partizs may be changed
on giving ten {10) days prior notics fo the other Party delivered pursuant to Article 44.1.

ARTICLE 45 .- TERMINATION

Subject to the provisions of Article 45.5, the GOVERNMENT shall have tae right to
terminate this Contract in the event the CONTRACTOR:

(a) fails to meet 2 material finsncial obligation oxpressly stated in this Contract; or

) during the Tirst Sub~Period does not carry out drilling and seismic acguisiticn, as
detailed in Article 10.2 or, during the Second Sub-Period (or earher), does not
corry out drilling and seismic acquisition, as detailed in Article 10.3; or

) interrupts Production for a period of mora than ninety {90) congecutive days with
no cause or justification acceptable in accordance with this Confract or under
prudent intgrrational petroleum industty practice, it being recogniscd that Force
Majeure is an acceptable justification for such intcrrupéions; or
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(d)  intentionally extracts or procduces ary mineral which is not covered by the object
of this Contract, uniess such extretion or production is cxpressly authorised or
upavoidable as a result of operations carried out in accordance with prudent
inicroational petroleum industey practice;

(ej  if the CONTRACTOR comprises solely one entity, is declarcd bankmpt in
accordance with applicable Lew; or

(M wilfully refuses to abide by negotiation, madiation, arbimation or expert decision
under Article 42.

The GOVERNMENT may also terminate the Confract only m respect of one
CONTRACTOR Entity if such entity is subject o a Change of Control for which the
GOVERNMENT has ol given its suthorisation in accordance with Article 39.7,

At 2y time prior to the Development Period, the CONTRACTOR shall have the right
te terminate this Contract by surrendering the entire Contract Area in accordance with the
provisions of Article 7.

During the Development Period, the CONTRACTOR shall have the right to terminate
this Contract at any time by sunrendering all Preduction Areas, provided its then current
obligations have been satistiod n accordance with this Contract.

If the GOYERNMENT intends to exercise its right to terminate this Contrast pursuant fo
Article 45.1, it shali first comply with ihe following provisions:

(a) Tha GOVERNMENT shall notify the CONTRACTOR of its intention 1o
rermainate this Contract stating the reasons for such termination and requesting the
latter:

(1} to remedy the defanlt; or
{11)  tu propuse acceptable compensation,

(by  If. within three {3) Months after the notice referred te in Article 45.5(a), the
CONTRACTOR has not romedied the situation complamed of by ths
GOVERNMENT to its satsfaction or offered compensation accepreble to the
GOVERNMENT in cach casc acting reasonably, the GOVERNMENT shall
notity the CONTACTOR in wnting that the Contraet shall be termirated from
the tarmination date detulad m such notice, This Contract shall terminate on such
termination date wnless the CONTRACTOR issucs a notice of dispwie as
provided under Article 42, in which casc this Contract shall remain in force until a
final setilemwent of the dispute has been reached in accerdance with the dispuic
resolution provisions of Article 42,

The foregoing provisions of this Article 43,5 are subject to the proviso that, in case of 2
dispute where there has been breach of thig Contract which has been submitted to dispata



45.6

457

458

resolution pursuant to Article 42, the COVERNMENT shall not be entitled to exercise
its right to termrinate this Contract prior to  final determination under Article 42 in
favour of the GOYERNMENT.

If the GOVERNMENT (enninates this Contract pursuant to the provisions of Articles
45.1 and 45.5, the CONTRACTOR shall Tose all its rights and interests uader this
Ceriract.  Notwithstanding the foregoing, the provisions of Articles £4,10, the second
paragraph of 16.7, 30, 31, 35,1, 35.3, 35.4, 35.7, 36, 3%.2(c), 41, 42, 43.1 tc 43.6 and 46.6
shall survive the termination or expiry of this Contract.

If a CONI'RACTOR Entity breaches Arlicls 46.4 or 458.5 the GOVERNMENT or
another CONTRACTOR Entity may terminate this Contract in respect of the first
CONTRACTOR Ehniity.

If the Contrect is termirated under Atticle 43,2 or 45.7, the intercse of the relevant
CONTRACTOR Entity shall be transferred to the other CONTRACTOR Entities in the
proportions in which their respective percentage ateresis bear to the aggregate of their
respective percemiage interests under the relevant Joint Operating Agreement or in such
other properticns as such CONTRACTOR Entities shall agree between them for the
market value thereof (as such term 18 defimed in Article 39.7). Such oansfer shall not
giva rise to ary Tax including on the consideration paid or received or on the income or
gain thersfrom.

ARTICLE 46 - CORPORATE AND SOCIAL RESPONSIBILITY AND APPLICATION

46.1

46.2

46,3

46.4

OF CORRUPTION LAWS

With respect to this Contract and the operations conducted under and pursuant to this
Contract, the Partics confirm thoir mumal commitment to the goal of promoting respect
for and compliznce with human nghts principles, including those set forth in the
Universal Declaraticn of Human Rights, the Tinited Nations Basic Principles on the Usc
of Force and Fircarms by Law Entorcement Otficials, United Nations Code of Conduct
for Law Enforcement Officials, and in a manner consistent with the laws of the Kurdistan
Region ard Iraq and the Voluntary Principles on Security and Human Rights, being those
principles for ¢il and mining companics developed by the United States and the United
Kingdem governments as 4 result of discussicns with companies and non-governmental
orgenizations as published December 20, 2000.

With respect to this Contract and the operations to ke conducred nnder and pursuant to
this Contrect, the Partics confinm their mutual respect for the goals of the Extractive
Industrics Tramsparency Initiative and in particular the geal of creating a standard for
revenus transparency in the oil, gas and mineral sectors,

If this Contract is rczsonably proven to have besn obtaimed in violation of Kurdistan
Region Law concermning cormuption, this Contract is voud ab initio.

Each CONTRACTOR Entity agrees that if it s, at any time, reasonably proven to be in
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breach of Kurdistan Region Law concering comuption the provisions of Article 45.7
anply.

465  Each CONTRACTOR Entity and the GOVERNMENT agrees fo comply with the
United States Foreign Corrupt Practices Act, 25 amended from time to tinse.

46.6  Any Party in breach of Article 46.5 agrees that it shall be liable to the other Pasties for
any losses, expenses and damage it may cause to them as a result of breach Article 46,5,
and shall defend, indemmify and bold harmless such Parties with respect te all claims for
such loss, expense or damaige.

ARTICLE 47 - EFFECTIVE DATE
This Contract shall become effective and be binding un the Partics upen the signature of the

Contract by the duly authorised representatives of the GOVERNMENT and the
CONTRACTOR, as provided below.



Entered into in four (4) originals in Erbil, the Kurdistan Region on June |44k 2009.
For the KURDISTAN REGIONAL GOYERNMENT

—
By : w By : e
Nechirvan Barzani Ashti Hawrami
Prime Minister Minister of Natural Resources
Kurdistan Regional Govermment Kurdistan Regional Government
On behalf of the Regional Council On behalf of the Ministry of Natural
for the Qil and Gas Affairs of Resources in the Kurdistan Region

the Kurdistan Region - Iraq

For each CONTRACTOR Entity
TALISMAN (BLOCK K9) B.V.

By: Q&,LW

Name: 2. 7. Mucs
Position: Avaee~— w/— Fher

COLWYN INVESTMENTS LIMITED

By: M

Name: v\ JACESAn
Positien: S) LR oA

- Signature Page for Production Sharing Contract
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ANNEX B
ACCOUNTING PROCEDURE

PARAGRAPH | - GENERAL PROVISIONS
Purpose

To classify cxpendirures, define further Petroleum Costs (in addition o those defined as
such in the Articles of the Cortract), and prescribe the mauner in which the
CONTRACTORs Accounts shall be prepared and approved.

Definitions

Words and phreses to which o mezaning has been assigned in Article 1 or other Articles of
the Contract shail have the same meaning when usexd in this Annex.

Inconsistency

In the event of any inconsistency or conflict between the provisions of this Annex and the
other provisions of the Contract, then the other provisions of the Contrset shall prevail.

Accounting Records and Reports

The CONTRACTOR shall maintain the Accounts in uccordance with Article 15,1 and in
accordance with this Accouating Procedurs, inciuding in accordanee with the charts of
Aceounts agreed under Paragraph 1.4.2.

Within sixty {60) days of the Effective Date, the CONTRACTOR shall submil to and
discuss with the GOVERNMENT a proposed outline of charts of Accounts, which
cutling shzll be in accordance with generally accepted standards and recognized
gecounting  systems and consistent with normal petroleum  industry  practice and
precedures.  Within nincty (90) days of receiving the above submission, the
GOVERNMENT shall either previde written notification of its spproval of the proposal
or requast i writing revisions to the proposel. Within one hundred and cighty { 180) days
after the Effecrive Date, the CONTRACTOR and the GOVERNMENT shall agree an
the cutline of charts of Accounts which shall describe the besis of the acecunting system
and procedures o be developed and used under this Contract. Follawing such agreement,
the CONTRACTOR shall expediticusly prepare and provide the GOYERNMENT with
tormal copics of the comprehensive charts of Accounts and manuals related w the
accounting, recording and reporting functions, and procedures which are, and shall be,
observed under the Contract,

AnnexB- | -
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1.3

1.6

Lol

1.6.2

163

Notwithstanding the generality of the foregeing, the CONTRACTOR shall make regular
Statcments relating to the Petrokeum Operations, These Staccments arc as shown:

(a) Production Staternent (as indicated in Paragraph ©).

(b)  Value of Production and Pricing Statement (as indicated in Paragraph 7).
(c) Cost Recovery and Share Account Statement (as indicated in Paragraph 8).
(d)  Statement of Expenditures and Receipts (as indicated in Paragraph 9).

(¢}  Final End-of-Year Statement (as indicated in Parageaph 10,

48] Budgct Statement {as indicated in Paragyaph 12).

All reperts vnd staterments shall be prepired it secordance with the Contrnct, Kurdistan
Region Law, and where there are no relevant provisions of either of these, m accordance
with prudent international petroleuin industry practice.

Language and Units of Account

All Accounts shall be maintained and prepared in the English language and shall be
recordad in Dollars,  Where neocssary For clanfication, the CONTRACTOR mey aiso
maintain Accounts in other currencies.

Audit and Inspection Rights of the GOVERNMENT

In addition to the provisions of Articles 15.3 to 15.7 and 15.9, the following provisions
shall apply to any audit carried cut in accordance with Articles 15.3 to 15.7:

For purposes of auditing, the GOYERNMENT, acting reasonzbly and in accordance
with prudent. miernationgl petroleum industry practice, may examine and venfy, at
reasongble times upen reasonable prior writtcn notice to the CONTRACTOR, all
charges and credits cclating to the Petrolenm Operations, such as books of account,
accounting entrias, material records and inventorics, vouchers, payrolls, invoices and any
other doeuments, correspondence and records including electronic records reasonably
considered necessary by the GOVERNMENT to audit and verify the charges and
credits, values and treatments.

Furthetmore, the auditors shall have the right in conncction with suck audit, to visit and
inspect at reasonable times, all sites, plams, facilities, warehouses and offices of the
CONTRACTOR diractly or indirectly serving the Petroleumy Operations and to quastion
personnel associated with thosc Petreleum Operations.

Where the GOVERNMENT requires verification of charges made by an AfTiliated
Company of the CONTRACTOR, the GOVERNMENT shal! have the right t» obtain
an audit ceniificate for such changes from an intemationally recognized firn of public

Annex B -2
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1.7

1.7.1

1.8.1

1.9

110

|

aceountants acceptedle to both the GOYERNMENT and the CONTRACTOR, which
may te the CONTRACTOR s stattory aaditor.

All ageeed adjustments resulting from an audit shall be promptly made in the
CONTRACTOR’s Accounts and any consequential adjustments to payments due to the
CONTRACTOR cr to the GOVERNMENT, as the case may be, shall be made

promptly,

When issucs arc ousstanding with respect to an audit, the CONTRACTOR shall
maintain the relevant documents and permit inspecticn thereof until the issue is resolved.

Payments
Uzless as otherwise provided in Article 24, Article 29 or other Articles of the Contract;

All payments between the Partics shall, unless otherwise agreed, be in Dollars and be
made throwgh a bank designated in writing by each receiving party; and all sums duc
under the Contract shall be paid within thirty (30) days follewing the end of the Month in
which the ebligadcn to make such payment occurred,

All sums due by one party to the other uader the Contract shali, for eack day such sums
arc overdue, bear lnterest compounded monthly at LIBOR plus two per cent (2%).

Currency Exchange Rates

In addition to the provisions of Article 29, the following provisions shall apply to any
exchanges of currency carried out in accordance with Article 29:

Amounts received and Petrolcum Costs incurred, shall be converted from other
cuzrencies nto Dollars in accordance with the CONTRACTOR's ysual accounting
procedures which shall reflect generally accapred accounting practices in the intermetional
peroleum industry, and with reference to exchange rates obtined in accordance witly
Article 29.

Accrual Basis and Reports

All books and Accounts shall b prepared on an accrual basis in accordance with
generally accepted accounting principles used in the mternatiopal petroleum industey.

Values and Treatments

Values and treatments proposed by the CONTRACTOR relating to all Petrolcum Costs
shall be subject te chalienge dy the GOVERNMENT in the course of wudit to ensure that
they are in accordance with the provisions of this Accounling Procedura,

Annex 8-3
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PARAGRAPII 2 - CLASSIFICATION, DEFINITION AND ALLOCATION OF COSTS

A

2

23

nr
i

AND EXPENSES
Segregation of Costs and Expenses

Perrolevm Costs shall be scgregated in accordance with the purposes for which such
Petroleum Costs are made, The purposas which shull gualify are:

(2)  those which Kave been included in the approved Work Program and Budget for
the year in which the Cests and Expenditares arc made;

(b) expenditures incurred in cases of emergency as set out in Articles 11.7, 13.5, 13.0
35.5, 25.6 and any cther Atticles of the Contract;

(c)  any other purposes agreed in the Articles of the Contract; and
{a) other items which have heen agreed by the Parties from time to time,

All Patroleum Cosis recovercble under Puragraph 3 relating o Petroleum Operations
shall be classifed, defined and allocated as st out below.

Exploration Costs

Exploration Cests are all dircer and allocated indiract costs and ¢xpenditures incvmred in
carrying out the Exploration Opetaticns, including ali direct and allocated indirsct costs
and expenditures incurred in the search for Petraleum in an arca which i, or was at the
time when such costs und expenses were incurred, part of the Contract Arca including:

Acnial, geophysical, geochemical, palconrological, geological, topograghical and seismic
surveys and studies and their interpretation and purchesed geological and geophysical
information,

Stratigraphic test hole drilling and water well drilling.

Labour, materizls, supplies, and services used in drilling and formation tesiing of wells
with the object of finding Petreleum or Appraisal Wells excluding any costs of the
subsequent comnpletion of such wells as producing welis.

Facilities to the extent used ia support of the purposes described in Paragraphs 2.2.1,
2.2.2and 2.2.3, including access roads.

That portion of all service cxpenditures and that portion of 21! gencral and administrative
expenditures directly atwibytable to Exploration Costs or allocated thereto on a consistent
and cquitable basis.

Any other sxpenditures incurred in the scarck for and appraisal of Petroleum after the
Effective Date and not otherwise covered under this Paragraph 2.2.
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2.3

24

24.1

242

244

Gas Marketing Costs

Gas Marketing Costs are a]l direct and allovated indirect costs and expenditures incurred
In vanying out Gas Marketing Operations and include that portion of all service
cxpenditures and thal portion of all general and admivistrative expenditures directly
attributable te Gas Marketing Costs or ailocated thereto on a consistent and cquitable
basis,

Development Costs

Development Costs are all direct and allocated indirect cosrs and expenditurss incurred in

carrying out Development Operations including all dicect and allocated indircet cosis and
expenditures incurred in;

Dnilling wells whieh are completed as producing wells and drilling walls for purposes of
producing from a Petrulewn reservoir, whether these wells are dry or producig and
drilling wells tor the injection of water or gas to cnhance recavery of Petrolaum.

Completing wells by way of installatien of vasing or equipment or otherwise afler a well
has been drilled for the purpose of bringing the well into use as a producing well or as 2
wall for the injection of water or gas to enhance recovery of Petrolcumn.

The costs of Petroleum production, transport and storage facilitics such as pipelines, flow
lincs. production and freatment units, wellhcad equipment, subsurface equipment,
enhanced recovery systems, Perrolenn storage facilities, and access roads for preduction
activities.

Engineering and design studics for the wells and facilitics referred to in Paragraphs 2.4 1,
242and2.43.

And including that portion of all service oxpenditures and that portien of sl general and
adminstrative expenditures directly aftributable to Development Cests or allecated
thereto on a gonsistent and cquitable basis; and any other expenditure incurred in the
Development Operaticns and not otherwise covered under Paragraph 2.3

Production Costs

Production Costs arc all direct and 2llocated indirect costs and expenditares incurred in
carrying out Production Operations, including all direct and atlecated indirect costs and
expenses incorred in Petroleum Operations after First Production which are other than
Exploraticn Costs, Gas Marketing Costs, Development Costs and Docommissioning
Costs. Production Costs include that pottiom of ali service cxpenchiures and that portion
of all general and admintstrative cxpanditures directly attridutable to Production Costs or
allocated thereto on & consistent and equitable basis.



2.6

2.7

2.8

.81

Decommissioning Costs

Decommissioning Costs are all direct and allocated indirect costs and expenditurcs
mcuried in carrying out Decommissioning Operations and include that portion of sll
service expenditures and that portion of all geoers]l and administrative expenditures
dircctly attributable to Decommissioning Costs or allocated therete on a consistent and
equitable basis, and the Decormmnissioning Reserve Fund shall be determined on such
basis, in advance of incuming such costs, as provided in Article 38 and, fur the purposes
of cost rccovery, the contributions to the Decermmissioning Reserve Fund shull be
recovercd in accordance with Article 38.

Setviee Expendifures

Service expenditures are expenditures in support of Petroleum Operations including
warchouses, velicles, motorized relling cquipment, airerafi, fire and sceurity stadons,
workshops, water and seweorage plants, power plants, housing, commumity and
re¢reational fucilitics and furniture, tools and equipment used in thesc activities. Service
sxpenditures in any Calendar Year shall include the costs inewrred in such year to
purchase and/or construct the said facilitics as well as the annual costs of maintaining and
operating the same. All service oxpenditures shall be regularly allocated as apecitied
Paragraphs 225, 23, 24, 25 and 2.6 to Exploration Costs, Gas Marketing Costs,
Development Costs. Production Costs and Decommissioning Costs respectively and shall
be separately shown under each of these categories. Where sorvice expenditures are
made n respect of shared facilities, the bagis of allocation of costs 1o Petroleum
Opcerations shall be consistent and cquitable and shall be specitied.

General and Administrative Expendifures
Ceneral and administrative expenditures are:

All main office, figld office and general adminiswrative expenditures in the Kurdistan
Region including supervisory, accouwntmng, procurement and employee rolations services.

Whers the CONTRACTOR is an Affiliate of a group of companies whose headquarters
15 Abroad (2 “Foreign CONTRACTOR™), an annnel overhead charge shall be made for
services rendered (excluding the direct expeadit:res as referred in Paragraph 2.1.2.(b)) by
ay Affiliate of the Forcign CONTRACTOR outside the Kurdistan Region to support
and manage Petrolenm Operations under the Coatract, or where the CONTRACTOR,
not being a Foreign CONTRACTOR draws upoa (he sarvices of an Affiliste within the
Kurdistan Rcgion, an annwal overhead charge shall be made for services rendercd
(excluding the direct expenditures as referred in Paragraphs 3.1.2.(3) and (b)) by such
Affiliate to support and manage Petroleum Operations under the Contract (“Parent
Company Ovyerhead™).

Parent Company Overhead will be deemexd to cover the actual cost (being salarics, wages
and labour burden, employee benefits, travel, botal and other nomally reimbursable
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expenscs paid by the Affiliste of a CONTRACTOR in accordance with its standard
personael pelicy in forcs in the relevaot period, provision of effice accommodation and
provision of services reasonably necessary for operation and muintaining such staft
ofticcs) incurred for services rendored by those functions of CONTRACTOR's
Affiliale, such as, but not limited to, international production headquarters, international
exploration headquarters, treasury, payroll, taxaticn, msurance, legal, commmunications,
computer services, controllers, personngl, executive adminisirative management, research
and developrment, certral engineering and process engineering which:

(2) canmot, without unreasonable effort and/er expenditure or without the refeasc of
confidential data proprietary to any of the CONTRACITOR's Affiliates, he
charged under any other section ¢f this Annex; and

(b) arc properly allocable to Pewrclenm Operatiens under the Contract. It is
understood, however, that services performed by the departments listed above and
other corporate departrments which dirsctly benefit Petroleum Operations under
the Contraet sha!l be churged as direct costs in eccordance with Paragraph 3,

Tn respeet of the casts of the CONTRACTOR's Parent Company Overhead, as described
above. the CONTRACTOR shall charge monthly to Petroleum Operatioms an amount
equal o the total of the following:

2.8.2.1 Expleration Overbead

The CONTRACTOR shall be entitled to an annval charge based on a sliding seale
percentage and charged monthly te Petroleum Oporations. The basis for applying this
pereentage shall be the total of Exploration Costs and Gas Marketing Costs during cach
Calendar Year {exclusive of this Exploration Ovecrhend) or fraction thercol less
expenditures which have been subjected to the two (2) per cent fee, referred to in
Paragraph 3.1.8(b). The sliding scale poreentage shall be the following:

For the first four millicn Dellars (LUS$4,000,000) Four per cant (4%)
Faor the next four million Dollars (US34,000,000) thice per cent (37%)
Over cight million Dollars (USHR,000,000} two per cent (2%)

The feregoing percentages may be reviewed but not more often than annually, 2od any
approved approprizte adjustment shall be made, if neeessary, prospectively.

2.8.2.2 Development, Production and Decommissioning Operations Ovarbead
The overhead rates applicable to Development, Production and Decommissioning

Operations shall be agreed betwsan the Partics in duc course and shall incorporate the
following guidclines:
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{a)

(b)

(¢)

(d)
(e)

(h

The CONTRACTOR's charges must be charged as direct charges whenever
possible. Overhcad charges exist only o compensate the CONTRACTOR’s
Affiliates fer costs which are properly allocable o Potroleum Cpetations under
the Contract but which cannot, without ynreascnable cffort andior release of
confidential data proprietaty to the CONTRACTOR's Affiliates, be charged
vader any other section. Overhicad costs are bilted monthly. Overhead must be
commensurate with services rendered and hased on actual cost studies but may
net exceed an amount calculated as a peresntage of certain annusl expenditures
excluding HExploration Costs and

hat percentage as well as the types of expenditures, which affect overhead and
those, which do not, shall be agreed emong the Parties.

The maximum perventage ratos may be revisod by mutual apreement not more
oftent than annually. The initial maximyrm percentage rates znd the types of
expenditures to which they apply shall be agreed as soon as the Parties possess
rcasonably reliabie cost estimates tor the relevant Production Area.

Overhead charges are not subject to audit by COVERNMENT.

The CONTRACTOR shall upon request fumish at the end of each relevant
Celendar Year to the GOVERNMENT a confinustion by itz statutory auditor
that the overhead costs actually charged do not duplicate any other charges and
that the method used in allocating overhead 1o Petroleum Operations hereunder as
opposed to other pctivities 1s reasonable and in accordance with generally
accepted aceounting practices,

The CONTRACTOR must budget for cverhead charges,

All general and admmistrutive expenditurcs shall be regularly allocated as gpecified in
Paragraphs 2.2.5, 2.3, 24, 2.5 and 2.6 1o Exploration Costs, Gas Marketing Costs,
Development Costs, Production Costs and Decommissioning Costs respectively and shall
ha sepanately shown under each of these categorics.

PARAGRAPH 3 ~ COSTS, EXPENSES, EXPENDITURES AND CREDITS OF THE

31

CONTRACTOR

Costs Recoverable Withaut Further Approval of the GOYERNMENT

Pewoleum Costs incurred by the CONTRACTOR pursuant to the Contract as classified
under the headings referred 0 in Paragraph 2 ghall be recoverable for the pnrposc of
Article 25 of the Contract (except to the extent provided in Paragraph 4 or clscwhore in
this Annex), subject to audit as provided for in Articic 15 and in Paragraph 1.6,
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3.4.2

Surface Righis

All direst costs necessary for the acquisition, rencwal or relmyuishment of surface rights
acquired and maimtained in forca for the purposes of the Contract.

Labour and Associated Labour Cests

(a)

(b)

{©

()

(e)

()

The CONTRACTOR's iocaily recruiied employees based in the Kurdistan
Region: Costs of all CONTRACYOR’s locally recruited cmployecs who are
direct]y engaged in the conduct of Petroleum Operations under the Contract in the
Kurdistan Region. Such costs shall include the costs of salasies, wages. benusas,
overtime, ernployee henefits and COVERNMEN'T bepefits for employces and
levics imposed on the CONTRACTOR as an employer, transportation and
relocation costs within the Kurdistan Region of the employee and such memhbers
of the employee's family (limited t¢ spouse and dependent children) as recuircd
by law or customery practice in the Knrdiszan Region. If such employees are
engaged in other activities in the Knrdistan Reyiom, in addition 1o Petroleun
Opemationa, the cost of such employees shall be apportionsd o a time sheet basis
accerding to sound and acceptable accounting princemples.

Assigned Personnel:  Costs of salaries and wages including bonuses of the
CONTRACTOR’s caaployecs directly engaged in the conduct of the Petrolcum
Operatiens under the Contract, whether temporarily of permancatly assigned,
irrespective of the location of such emplovees, it being understood that in the case
of those personne] oply & portion of whose time is wholly dedicatad to Petrolewm
Operations under the Contract, only that pro-rata portion of applicable salaries,
wages, and other costs as delineated in Paragraphs 3.1.2(c), (&), (e), (D) and (g),
shall be charged and she basis of such pro-rata allecation shall be specified.

The CONTRACTOR s costs regarding holiday, vacation, sickness and disability
benefits and living znd housing and other customary allowances applicable te the
salaries and wages chargeable under Paragraph 3.1.2(b).

Expenses ot contributions made pursuant to assessments or obligations imposed
under Law which are applicable to the CONTRACTOR's cost of salaries and
wages chargeable under Paragraph 3.1.2(b),

The CONTRACTOR's cost of established plans for cmployees' group life
insurance, hospitalization, pension, stock purchescs, savings, benus, and otacr
benefit plans of a like puture customarily grented io the CONTRACTOR's
employees, provided however that such costs are in aceordance with generally
accepted standards i the intemational petroleum industry, applicabla to salures
and wages chargeable to Petroleum Operations woder Paragraph 3.1.2¢b).

Actug] transportation and travel expenses of employees of CONTRACTOR,
including thosc made for travel and rclocation of the cxpetriate employees,
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including their familics and personal effects, assigned 10 the Kurdistan Region
whose salaries and wages are chargeable to Petroleum Operations under
Paragreph 3.1.2(h).

Actual transporiation expenses of expatdate persorne! transferred to Petroloum
Operations from their country of origin shali be charged to the Petroleum Operations.
Transportution expenses of personnel transferred from Petroleum Operations to a country
other thun the country of their origin shall not be charged to the Petroloum Operations.
‘Transportation cest as used in this section shall mean the cost of freight and pissengex
service, meals, hotels, insurance and other expendituras related to vacation and trapsfot
travel and authorized under the CONTRACTOR's standard personnsl policies. The
CONTRACTOR shall ensyre that all expenditures related fo transportation costs are
equitably allocated to the activities, which bave benefized from the personnel concerned.

{g)  Reasoneble peorsonal expenses of persomnel whose salarics and Wages ate
chargeable o Pctroleum Operations under Paragraph 2.1.2(b) and for which
expenses such personnel are reimbwrsed under the CONTRACTOR s standard
personnel policies. Tn the event such expsnses ure not whelly atributsble to
Potroleum Operations, the Petroleum Opeations shall be charged with only the
applicable portien thereof, which shall be determined on an oquitable basis.

Trensportation snd Ernplovee Relecation Costs

The cost of transportation of employees, cquipment, materials and supplics other than as
provided in Paragragh 3.1.2(f) necessary for (he conduct of the Petroleum Operations
under the Contract along with other related coats such as, but not limited to, import
duties, ¢customs fees, unloading charges, dock feeys, and inland and ocean freight charges.

Charpes for Services
() Third Parties

The actual coste of contract sorvices, services of professional consultants, utilitics,
and otker scrviees necessary for the conduct of the Petroleum Operations under
the Contract performed by third parties other than an Affiliate of the
CONTRACTOR,

(b)  Affitiates of the CONTRACTOR

() Professional and Administrative Services Expenses: cost of
professional snd administrative services provided by any Affiliates of the
CONTRACTOR for the direct benefit of Petrolowm Operations,
in¢luding scrvices provided by the production, explorstion, Icgal,
provurement, financial, insurance, accounting and computer scrvices
divisions other than those covered by paragraphs 3,1.4 (b} (il), 2.1.6 acd
3.1.8 (b) which CONTRACTOR may use in lieu of having its own
cmployces. Such charges shall reflect the cost of praviding their services,
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(i)

(111}

Such charges shall not include any eloment of profit and shall be no more
or less favourable than similar charges for other operahons carmed on by
the CONTRACTOR and its Affiliatcs. The chargeout rate shall includs
all costs incurred by Affiliztes incidental to the employmemt of such
parsormel including all Labour and Assceiated Labour Costs and the cost
of maintaining and operating offices and providing all support services for
such persunnel. Costs of travel of such personnel in respect of Petroleum
Operations will be dircetly charged. The charges for such services shall
not cxceed those prevailing if performed by non-Afliliated thied purties,
taking inta account the quality and availability of such services, Where the
work i3 performed outside the home office base ef such personncl, tae
daily rasc shall be charged from the date suck personnel leave the home
office base where they usually work up to their return thereto, including
days which are net working days in the location where the work is
performed, cxcluding any boliday entitlements derived by such personnel
from their employment at their home office base.

Scientific or Tcchnical Personmel: cost of scientific or techaical
personnel cervices provided by any Affiliate of the CONTRACTOR for
the direct henefit of Petroleum Operations, which cost shall be chargad on
a cost of service basis and shall not include any element of profit. The
chargeout maic shall inchude all costs icurred by Affiliates incidental to
the employment of such personmel meluding all Labour and Associated
Laubour Costs and thc cost of maintaining and operating offices and
providing all suppert services for such personnct costs of fravel of such
personnel in respeer of Petroleumn Operations will be directly charged.
The chatges for such scrvices shall not exceed those prevailing if
performed ty non-affiliated third partics, taking into account the quality
and availability of such services. Unless the work 1o be done by such
persontiel s covered by ao approved Work Trogram and Budgst, the
CONTRACTOR shall not authorize wotk by such personncl without
approval of the GOVERNMEN'T.

Equipment and faciities: use ol equipmeni and facilitics owned and
furnished by thc CONTRACTOR's Afliliales, at ratcs commensurate
with the cost of ownership and operation; provided, however, that such
rates shall not exceed those currently prevailing for the sapply of like
cquipment end facilities on comparable terms in the area whore the
Petroleum Operations are being conducted and shall be on an arm’s length
basis. On the reguest of the GOYERNMENT, the CONTRACTOR shall
provide the GOVERNMENT with svidonce of such rates being on an
amm’s leagth basis. (I the GOVERNMENT considers that any such rate
is not ot an arm's length basis then the GOVERNMENT has (e right to
refcr the matier fo an expert pursuant o Article 42.2 of the Clontract). The
equipment and facilities referred to herein skall exclude major investment
itemy such ag (but not limited to) drilling nigs, producing platforms, ol
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rraating facilities, oil and gas loading and transportation systems, storage
and terminal Facilities and other major facilities, rates for which shall be
subject to soparate agreement with the GOVERNMENT,

3.1.5 Communications

316

317

Cost of acquiring, leasing, installing, operadng, repairing and wmaintaining
communication systems including radio and microwave facilities within and betwapn the
Contract Area amd the CONTRACTOR's pearest base facility.

Office and Miscellaneous Kacilitica

Net cost to the CONTRACTOR of establishing, maintaining and operating any office,
sub-office, warehouse, housing or other facility direetly serving the Petreloum
Operations. If any such facility scrviccs more than pne contract azea the net costs thereof
shall be allocated an an cquitablc bagis m ascordance with prudent intemational
petrolenm industry practice.

Ecolopical and Environment

{a)

)

(e}
G

(e)

(f)

&)

Costs incurred in the Contract Area as a result of legislation for archacological
and gcophysical swveys relating to identification and pretestion of celtural sites
OF [ESOUrces;

Costs meurred o eovironmental or ceclogical surveys required by regulatory
authorities, including @n cnvironmental impact sssessment commissioncd
pursiant to Article 37.5 of the Contract 2nd any other costs incurred in complying
with the requirements of Article 37;

Costs to provide or have available pollution containment and removal equipment;
Costs of actual control and clezaup of oil spills, and of suwh further
responsibilities resulting therefrum as may be requircd by applicable laws and

regulations;

Costs of resteration of the operating environment incumed pursuant to an
approved scheme prepared in accordance with Article 38 of the Contract;

Any costs meurred for the decommissioning of facilities and site restoration,
including any related activity roquired by the CGOVERNMENT ar other
compelent authority or by the Contract; and

Aty contribubions made by the CONTRACTOR to the Decommissioning
Reserve Fund in accordance with Article 38, when such contributions are mada.
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Materiul and Equipment Cosis

Cosie of materials and supplies, equipment, machines, 1ools and any other goods of a
similar nature used or consumed in Petroleum Operations subjeet o the following:

(a) Acqnisition - the CONTRACTOR shall only supply or purchuse materials for
uge in Pemroleum Operations that may be used in the foresecablc future. The
accumulation of surplis stocks and inventory shall be avoided so far as is
reesonably proctical and coasistent with efficient and economacal oporations.
Tnventory levels shall, however, take imte account the time lag for replecement,
emergency necds, weather conditions uffecting operations and  similar
considerations.

(b)  Components of costs, arm's leagth transactions - except as otherwise provided
in pazagraph 3.1.8(d), material purchasad by the CONTRACTOR in arm's length
transactions in the open market for use in the Petroleum Operstions under the
Contract shall be vahied to include invoice price less trade and cash discounts (if
any), licence ftes, purchase and procurement fees plus freight and forwarding
charges between point of supply and point of shipment, freight 1o pert of
destination, insurance, taxes, customs duties, consular fees, excise taxes, other
items chargeable against imported materials and, where applicable, handling and
transportation expenses frem point of importation to warshouse or operating site,
where an Affibatc of the CONTRACTOR has arrapged the purchase,
coordinated the torwarding imd expeditmg effort, 5 coas sheuld not exceed
those currently prevailing in normal arm’s length transactions on the apen market
and in any case shall not exceed a fee cqual to twe per cent (2%} of the value of
the materials added to the cost of the matenzls purchased.

(c) Accounting - such material costs shall be charged to the accounting records and
books in accordance with the “First In, Fiest Qut™ (FIFO) method;

(dy Material purchascd from cor sold to Affiliates of the CONTRACTOR or
transferred from other activities of the CONTRACTOR to or from Pctrolcum
Operations under this Contract shall be valued and charged or credited at the
prices specified in Paragraphs 3. 1.8(d)(i), 3.1.8(a)(ii) and 2 1.8(d)(iii):

(i) New material, including used new mmterial moved from inventory
{Condition “A™), shall be valued at the cutrent international nct price
which shall not exceed the price prevailing m normal amm's Icngth
transictions in the open market,

(il) Ub'ed mleﬁal (Condj Iions "B". “C” and - i);

{A) Marcrial which is in sound and serviceable condition and is
suitable for re-nse without reconditioning shall be classified as
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(i)

(v}

)

(vi}

Conlition “B"™ and priced at scventy five per cent (75%) of the
cutrent price of new material defined in Paragraph 3.1.8(d)(i);

(B)  Material which carnct be classificd as Condition "B" but which
after reconditioning will be further scrviceable for it original
function shall be classificd as Condition “C™ and priced at not
more than fifty per oot (50%) of the current price of new malerial
as defined in Paragraph 2. 1.8{d)(1}. Tha cost of reconditioning shall
be charged to the reconditioned material provided thet the value of
Condition “C” matcrial plus the cost of reconditioning do not
exceed the value of Condition *B™ material;

(C)  Maiecal which cannot be classified as Condition *B” or Condition
“C” shall be classitied a8 Condiion D™ and priced at a valne
commiensurate with its use by the CONTRACTOR. If material is
not fit tor use by the CONTRACTOR it shall be disposed of as
junk.

Material involving crection costs shall be churged ut the applicable
comdition patcentage of thy current knocked-down price of new material
as defined in Patagraph 3.1.8(d)(7) .

When the use of malterial s temporary and its servics to the Petroloum
Operstions under the Centract does not justify the reduction in price as
provided for in paragraph 3.1.8.(d)(ii)(b}, such matcrial shall te priced on
a basis that will result in @ net charge to the accounts under the Contract
consistent with the value of the service rendered.

Premium prices -~ whenever material is not readily obtainable at published
or listed prices because of national emergensiag, striked or other unusual
causes over which the CONTRACTOR has no  conttol, the
CONTRACTOR may charge Petroleum Operations for the required
matenal at the CONTRACTOR’s actual cost incurred in providing such
material, in making it suitable for use, and in moving it to the Contract
Area; provided notice in writing is furnished to the GOYERNMENT of
the prepossd charge prior ta charging Petroleim Operations for such
materigl and the GOVERNMENT shell have the right to challenge the
transaction on audit.

Warmanty of material tumished by the CONTRACTOR - the
CONTRACTOR docs not warrape the material furnisbed. In case of
defective material, credit shall net be passed to Petreleum Operations until
adjustment has been received by the CONTRACTOR from the
manufacturers of the maicrial or their agents,
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{vii)  Adjustments atising from material inventories conducted in accordance
with Paragraph §.2.

{c)  Equipmen: of the CONTRACTOR charged at rales not to exceed the average
commercial rates of non-affiliarcd third partics for equipment, facilities,
installations and utilities for use in the arca where the same are used. On request,
the CONTRACTOR shall Furnish a list of rates and the basis of application.
Such rates shall be revised when tound to be either excessive or insufticient, but
not more thap opce every six (6) Months.

Drilling tools and other equipment lost in the hole or damaged beyond repair may
be charged at replacement cost less depreciation plus transportation costs to
deliver like equipment to the location where used.

()  Use of loased er hired machinery and/or cquipment in the Petroleum Operations
shall be charged at full cost to the CONTRACTOR. Thiz may nclude
mobilisation and de-mobilisation charges, Icase and hire fees, ag weil as other
contractual costs.

Rentals ani Taxes

All rentals of every Kind and nature levied by any GOVERNMENT 2and 2il Taxcs
imposed in connection with the CONTRACTOR 's assets, inocme or activities under the
Contract and paid direstly by the CONTRACTOR cor any CONTRACTOR Entity (suve
where the contrary is exprossly provided io the Contract) with the cxception of Taxes
described in Article 31.2) and bonus payments made under Article 32,

1f the CONTRACTOR, any CONTRACTOR Entity or any of its Affiliated Companies
is subjcet to income or withholding tax as a result of services performed at cost for the
Petroleum Operations under the Contrace, its charges for such services may be increased
by the amount required to cover such faxes (grossed up) including taxes on such yross up.

1.1.10 Ipsurance and Losses

Thsurance premiums and costs ineurred for insurance cartied for the benefit of the
Petrolewn Operations provided that such insuramce is customary, affords prudent
profeetion against risk and is at 3 premivm no higher than that charged on a competitive
basis by insursnce companies which are not  Affilisicd Cowmpapics of the
CONTRACTOR. Except in cases of failure to insure where insurance coverage is
requirsd pursuant to the Contract, actual costs and Tosses incurred shall be recoverable fo
the extent not made geod by insurance unless such losscs result solely from am wct of
wilful misconduct by the CONTRACTOR. Such costs may include rcpair and
replaccment of property in the Contract Area resulting from damages or josses incusred
by fire, flood, stotm, theft, accident or such other cause.
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3.1.11

3112

3113

3.1.14

3115

3.1.16

32

Leyal Expenses

All rcasonable costs and expenses resulting trom the handling, investigating, asserting,
dotending, or settling of any claim or legal action ncccssary or expedient for the
precuring, perfecting, retention and protection of the Contract Arca, and in defending or
prosecuting lawsuits involving the Contract Area or any third party claim arising cut of
the Petroleum Operations under the Contrget, or sums paid in respect of legal services
necessary for the protection of the joint interest of the GOVERNMENT and the
CONTRACTOR shall be recoverable. Such exponditures shall inchude attomey's fees,
court costs, arbiiration costs, costs of investigation, and procurement of evidence and
amownts paid in settlement or sacisfaction of any such litigation and claims provided such
costs ure not covered clsewhera i the Annex. Where legal services are rendered in such
matters by selaried or regularly retained lavwyers of the CONTRACTOR or an Affiliated
Company of the CONTRACTOR, such compensation shali be included instead under
Puragraph 3.1.2 or 2.1.4(k) as applicable,

Clai

Expendirares made in the scitfemcent or satisfaction of any loss, claim, damage,
Judgement or other expense arising out of or relating to Petroleum Opérations, cxcept as
may otherwise be covered clsewhere in the Annex.

Training Costs

All costs and expenses weurred by the CONTRACTOR in the training of its employees
engaged in Petroleum Operarions ynder the Contract,

Generl and Administrative Costs

The costs described in Paragraph 2.8.1 and the charge described in Paragraph 2.8.2.

Banking Charges and Currency Exchange Losses

Charges and fees by (he banks for money transfers, payments and toreign exchange
transactions, as well as currency exchange losses incurred by the CONTRACTOR in
connectien with the Patroleum Operations.

Other Expenditures

Other reasonable expenditures not covered or dealt with in the foregoing provisions of
Paragraph 3 which are neccsserily ineurrad by the CONTRACTOR for the propet,
economical and affieient condust of Petroleum Operations.

Credit Under the Cantract

The proceeds, other than the proceeds from the sale of Pefroleum received from
Petroleum Opcrations under the Contract, including the items listed below shall be
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32,6

327

328

129

33

credited to the Accounts under the Contract for the purposes of Article 25 of the
Contract:

The proceeds of any insurance or ¢laim or judicial awards in conncction with Petroleum
Operations under the Conirast or any assels charged to the Accounts under the Contrect
where such operations or asscts have been msured and the prormium charged to the
Accounts under the Contract,

Legal costs charged to the accounts under Paragraph 3.1.11 and subsequently recovered
by the CONTRACTOR.

Revenue received from third parties for the use of property or assets the cost of which has
beon charged te the Accounts under the Contract.

Any adjustment received by the CONTRACTOR [rom the suppliers/manutzcturers or
their agents in connection with a defective material the cost of which was previously
charged by the CONTRACTOR to the Accounts under the Contract.

Rentals, refunds, including refunds of taxes paid, or other credits received by the
CONTRACTOR which apply to any charge which has been made 1@ the Accounts under
the Contract, but excluding any award granted to the CONTRACTOR under arbitration
or expert proceedings.

Costs originally charged to the Accounts under the Contract for materials subsequently
exported from the Kurdistan Rogion or transferred to another Contract Area within the
Kurdistan Region.

Proceeds from the sale or exchange by the CONTRACTOR of plant or facilities used in
Petrolewm Operations the acquisition costs of which have been charged to the Accounts
under the Contract.

Proceads derived from the sale or license of 2oy intellectual property the deveiopment
costs of which ware incurred pursuant to and are recoverable under the Contract.

Proceeds derived from the saie, exchange, lease, hire, transfer or disposal in any manner
whatsocver of any other item the costs of which have been charged 10 Petroleum

Operations.
Duplication of Charges and Credits

Notwithsianding any provision to the contrary in this Accounting Procedure, there shall
he no duplication of charges or credits to the Accounts under the Contract.
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PARAGRAPH 4 - COSTS AND EXPENSES NOT TO BE TREATED AS
RECOVERABLE

The follewing costs and expenditures shall not be included in the Petroleum Costs recoverable
under Article 25

4.1

43
44

4.5

46

47

48

49
4.10

51

52

Taxes en income or pwofit paid 0 any GOVERNMENT authority except taxes and
duties that may be inclwlad m the costs of material and equipment purchased for the
Petrolenm Operations,

Any pavment made to the GOVERNMENT by reason of the failure of the
CONTRACTOR t; fulfil its Minimum Exploration Obligations in respect of the relevant
Sub-Period under the Contract,

The cast of any letter ot guaramtae, 1§ any, required under the Contract,

The bonuses set outin Article 32 of the Contract;

Caosts of marketing or transportation of Petrolsum beyond the Dalivery Point (excluding
Gas Marketing Costs);

Attorney’s faes and other ecsts of procecdings in connection with arbitration under
Article 42 of the Contract or internationally recognised independent expert detenmination
as provided io the Contract or this Acconnting Procedure;

Any interests, fees, costs and expenscs paid by the CONTRACTOR for loans and any
other form of financing or advances for the financing of the Petrolenm Cosis entered into
by the CONTRACTOR with third partics or Affiliated Companies;

Any accounting provision for depreciation and/or amortisaton, excluding any
adjustments in value pursuant to Paragruph 3.1.8;

Dividends, tepayment of cquity or repayment of intercompany loans;

Fines and penaltics imposed under Law,

PARAGRAPH £ - RECORDS AND VALUATION OF ASSETS
Records
The CONTRACTOR shall maintain detailed records of property m use for Petroleum
Operaticns under the Contract in accordance with prudent sotemational petroleun
industry practice for exploration and production activities.

Inventories

Amex-B-1R



6.1

6.1.2
6.13
6.14
6.1.5

6.1.6
6.1.7
6.1.8

A9

Inventorics of proporty in wse in Petroleum Ogperations shall be taken at rcasonable
intervals but at least onee a year with respect 1 mevable assets and ence every threc (3)
years with tespect to immovable assets. The CONTRACTOR shall give the
GOVERNMENT at least thirty (3C) days written notice of its intention fo take such
myventory end the GOVERNMENT shall have the right to be represeated when such
inventory is taken.

Failure of the GOVERNMENT to be represented at an inventory shall bind the
GOVERNMENT to acecpt the inventory taken by the CONTRACTOR.

The CONTRACTOR shall clearly inform GOVERNMENT about the principles upon

which valuation of the inventory has becn based. The CONTRACTOR shall make

cvery cffort te provide 1o the GOVERNMENT a full report on such inventary within

thirty (30) days of the taking of the imventory. When an assigoment of rights uader the

Contract takes place the CONTRACTOR mey, at the request of the assignee, take a

spectal inventory provided that the costs of such inventory arc bome by the essignee.
PARAGRAPH 6 - PRODUCTION STATEMENT

Produetion Information

Without prejudice to the rights and obligations of the Partics under Article (6 of the
Contract, from the date of First Production from the Contract Arca the CONTRACTOR
shall submit a menthly producticn statement ta the GOVERNMENT showing the

following information separately for each producing Development Arga and in aggregate
for the Contract Arca:

The guantity of Crude Qil procuced and saved.

The quality characteristics of suck Crade Oil produced and saved.
The quantity of Natral Gas producaed and saved.

The qualiry characteristics of such Natural Gas producsd and saved,

The quanttics of Crude Qil and Natural Gas vsed for the purposes of carrving on drillieg
and preduction operations and pumping to field storage.

The quantities of Crude Oil and Natural Gas uwnavoidably lost.
The quantities of Namral CGas flared and venced.
1he size ¢f Petroleum stocke held &k the beginning of the colendar Month m question.

The size of Petrolewn stocks held ut the end of the calendar Month in question.

6.1.10 The quantites of Natural Gas reinjected into the Reservoir.
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6.1.11 In respect of the Contract Area as 8 whole, the quantities of Pctroleum transfeered at the
Mezsurement Point. All guantities shown in this Sratement shall be expressed  both
volumetric terms (Barrels of oil and cubic meters of gas) and in weight {metric tonnes).

6.2  Submission of Production Statement
The Production Statemsnt for cach calendar Menth shall be submitted to the
GOVERNMENT ne later than ten {10) days after the cnd of such calendar Month.

PARAGRAPH 7 - VALUE OF PRODUCTION AND PRICING STATEMENT

7.1 Value of Preduction and Pricing Statement Information
Tho CONTRACTOR shall, for the purposes of Article 25 of the Centract, prepare a
statement providing caiculations of the valuc of Crude Oil produccd and saved during
cach Quarter.

This “Valuie of Prostuction and Pricing Statemcnt” shall comtwin the follewing
information:

711 The quantitics and prices realized therefor by the CONTRACTOR in respect of sales of
Natural Gas and Crude Oil delivered to thivd parties made during the Quarter in question.

7.1.2  The quantitics and prices realized thercfor by the CONTRACTOR in respect of sales of
Natural Gas and Crude Oil detivered during the Quarier in question, other than to Third
Parties.

7.2  Submission of Yalue of Production and Pricing Statement
The Value of Production end Pricing Staterment for each Quarter shall be submitted to the
GOVERNMENT not later than twenty-one (21} days after the end of such Quarter.

PARAGRAPH 8 - COST RECOYERY AND SHARE ACCOUNT STATEMENT

8.1  Cost Recovery Statement

The CONTRACITOR shall prepare with respect to cach Quarer a Cost Recovery
Statemnent containing the following information:-

8.1.1 Recoverable Petroleurn Costs carned forward from the previous Quarter, if any.
%.1.2 Recaverable Petroleum Costs for the Quarter in question.

8.1.3  Cradits undar the Contract for the Quarter in question.

Amnex B-20 -

K-



$.14

8.1.5

3.2.

821

822
824
8§25

816

83

8.3.1

Total Recoverble Petroleum Costs for the Quarter in guestion (Paragraph B.1.1 plus
Paragraph 8.1.2, net of Paragraph 8.1.3 ).

Quantity and valuc of Petroleum zpplied to cost recovery pursuant to Article 25 taken by
the CONTRACTOR for the Quariar in quastion.

Amount of recovarable Petroleum Costs to be carried torward into the next Quarter
{Parag=aph 8.1.4 net of Paragraph 8.1.5).

Cumulative Production Statement

The CONTRACTOR shall prepare with respoct to each Quaricr a Cumulative
Production Statament containing the following information:

The cumulative production position at the end of the Quarter preceding the Quarter in
question,

Production of Export Petroleumn for the Quarter in question.
The cumulative preduction position at the end of the Quarter in quastion.

The amount of Petroleum applied to Royalty pursuant to Article 24, cost recovery
pursuant to Atticle 25 and Profit Petroleum pursuant to Arhcle 26 taken by the
GOVERNMENT :nd by the CONTRACTOR, respeetively, during the Quarter in
question,

The forccast of production and the share of Petroleum applicd to Royalty pursuant to
Article 24, cost recovery pursuant to Article 25 and Profit O] pursuant to Arhele 26 dus
to the GOVERNMENT snd to the CONTRACTOR, respecrively, for the mext
succeeding QJuartcr.

Preparation and Submission of Coust Recovery and Cumulative Production
Statements

Provisional Cost Recovery and Cummiative Production Statements, containing estimated
nformation where neecssary, shall be submitted by the CONTRACTOR on the las: day
of each Quarter for the purposcs of Article 25 of the Contract.

Final quarterly Cost Recovery and Cumunlative Production Staternents shall be submitted
witimn thity (30) days of the cnd of the Quarter in question.

Annual Statement
For the purposes of Article 23 of the Contract, an Annual Cost recavery and Cumulative
Production Statement shall be submirted within ninety (50) days of the end of cach Year.

The Annual Staterent shall contain the categorics of information listed in Paragraphs &.1
and 8.2 for the Year in question, separated into the Quarters of the Year in question and
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showing the cumulative positions at the end of the Year in question with respect to
cumulative wnrecovered Petrolcum Costs and Cumulative Production.

PARAGRAPH 9 - STATEMENT OF EXPENDITURE AND RECEIPTS

9.1  The CONTRACTOR shail prepare with respect to cach Quarter a Statcment of
Expenditure and Receipts under the Contract.  The Statement will distinguish between
Exploration Costs, Gas Marketing Costs, Development Costs, Production Costs and
Decommissioning Costs and will identify major items of expenditures within these
categotivs, The Statement will show the following:

9.0.1 Acmal expenditures and receipts for the Quarter in question.
9.1.2 Cumulative cxpenditure and reccipts for thc budger Calendar Year in guestion,
2.1.3  Latest forecast cumulative cxpeaditurces at the Calendar Year end.
9.1.4 Vamnations belween budget forscast and latest forccast and explanacions thereot:
52  The Statercent of Expenditure and Reccipts of each Quarter shall be submitted to the
GOVERNMENT no later than thirty (30) davs after the end of such Quarter.
PARAGRAPH 10 - FINAL END-OF-YEAR STATEMENT

The CONTRACTOR will prepare a Final End-of-Year Statement.  The Stateraent will contain
information as provided in the Preduction Statement, Value of Production and Pricing S:atement,
Cost Recovery and Cumulative Production Staternents and Statement of Expenditurcs and
Racelpts but will be based on actual yuantities of Petroleurn produced and cxpenses incurred,
This Statement will he used to make sny adjustmenrs that arc necessary to the payments made by
the CONTRACTOR uider the Contract.  The Final End-of-Year Statement of each Calendar
Year shall be submitted to the GOVERNMENT within nincty (90} days of tha end of such
Calendar Year,

PARAGRAPH 11 - AUDITS
Each such report and starement provided for in Paragraph 6 through 10 shall ke considercd mue

and correct, unless the GOVERNMENT ruiseys an exception thereto within the timeframe and
undet the process set out in Article 15 of the Contract.

PARAGRAPH 12 - ANNUAL WORK PROGRAM AND BUDGET

11.l  Each anrual Work Program and Budge: to b prepared in accordance with Articles 11, 12
and 14 of the Contract, in respect of Exploration Costs, Gas Matketing Costs,
Development Costs and Production Costs respectuively will show the following:
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11.1.1 Forecast expenditures for the budget Calendar Year in question including a quarterly

classification of such expenditurcs.

11.1.2 Cumulative expenditares to the end of said budget Calendar Year.

11.1.3 A schedule showing the most important individual items of Devclopment Costs (if

appticable} for said budget Year,

PARAGRAPH 13 - CONTRACTOR ENTITY INCOME TAX COMPUTATION

13.1

13.2

133

1331

For the purposs of Article 31.3(b) of the Contract, the net taxable profits of e=ch
CONTRACTOR FErntity from all the Petroleum Operations carvied out under this
Contract, shall be calculated in accordance with this Paragraph.

Each CONTRACTOR Entity shall maintain for cach Calcndar Ycar scparate Accounts
with respeet to the Petroleurn Operations which shall be used, inter alia, to estoblish a
profit and loss acconnt and a balance sheet which will show the resules of the Petroleum
Operations carried out in such Calendar Year as well as the assets and liabilities assigoed
or directly related thercto. The profit and loss account will be maintained under the
acerual methed of aceounting.

For purposcs of determining the net taxable profits of each CONTRACTOR Entity for
coTporate INCOMe [ax purposcs:

the profit and loss account of such CONTRACTOR Entity shall be credited with the
following:

(a) if the Royalty is poid in cash pursuant to Article 24, revenues arising (rom the
disposal of Royalty volumes as recorded in such emtity’s Acecunte and
determined in accordance with the provisions of Article 24;

{b)  revenues arising from the disposal of any Available Petrelenm to which such
entity 1s entitled for recovery of its Peroleum Costs &s recorded in its Accounts
and determined in accerdance wath the provisions of Article 25;

{c) revenues from the disposal of any Profit Petrolcum to which such entity iz entitled
under Article 26 as is recorded in its Accounts and determined in accordance with
the provisions of Articlc 26;

{d) any other revepucs or procecds direstly connected to the Tetroltwn Operations
icluding thosc arising from the disposal of related Petroleum substances, or from
ihe treatment, storage and transportation of preducts for third parties;

(e}  uny exchange gains realised or other financial income camed by such entity m
conncction with the Petroleum Operations;
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13.3.2 the profit and loss account for such CONTRACTOR Entity shall be debited with «ll
charges incurred for the purposes of the Petrolzum Opexations whether incurred inside or
outside the Kurdistan Region, which charges shall include the following;

(3)  in addition to the charges specifically sct forth below in this Paragraph, atl other
Potrelenm Coats, meluding the costs of suppliey, persornel and manpower
expenses, and the cost of services provided to the CONTRACTOR in connechion
with the Petroleum Costs;

{b)  ifthe Royalty s paid in cesh pursuant 10 Article 24, Royalty payments made and
as recorded i such entity’s Accounts and determined in accordance with the
provisions of Article 24;

{c) General and administrative expenditures related to the Pewolcum Opcrations
performed under this Contract;

(d)  depreciation of capital expenditure in aceordance with the following provisions:

(1) camuil expenditures imeurrad by the CONTRACTOR for the purposes of
the Petroleum Operations shell be depreciated on a reducing balance basis;

(i}  the depreciation rates, which shall be applicable from the Calendur Year
during which such capite] expenditures are incurred, or frem the Calendar
Yedr during which the asseis corresponding to szid capital expenditures
arc put into normal scrvice, whichever is later, for the first Calendar Year
in question and for each subsequent Calendar Year, are as follows:

Nature of the capital asset to be depreciated  Annual depreciation Rate

Permanent buildings 10.0%
Temporary buildings 20.0%
Office and home furniture and fixtures 20.0%
Productive wells 20.0%
Precuction and delivery cquipment 20.0%
Drilling equipment 20.0%
Pipelinss 20.0%
Ancomotive cquipment 20.0%
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(e)

()

(g)

(h)

®

Maripe and aviation equipment 20.0%
All other capital assets 20.0%

Exploration Costs {whick for the avoidapce of doubt nclude appraisal
expenditures) shall be deductible on a reducing balanse besis ui the rate of 20%
per snnuim.

mterest and fees paid te creditors of the CONTRACTOR, for their actual
atmount;

losscs of Asscts resulting from desteuction or damage, assets which are renounced
or abandoned during the year, assets which are ransferced under Articie 20.2, bad
debis, indemnities paid o third partics as compensation for damage:

any other costs, expenses, losses or charges dircetly related w the Petroleum
Operations, including cxchaage losses rezlised in connection with the Petralsum
Operations as well as the bonuses provided in Article 32, the Bxploration Rental
provided in Article $.3, the Production Rental provided in Article 13.10, the
allocation to training, provided in Article 23.7 and the allocation 1o the
Envitonment Fund provided in Article 23.9, the costs specified m Articles 2311,
38.1 and 38.6 and transportation and marketing costs beyond the Delivery Point;

the amount of non-offset lossas telating to the previous Calendar Years, which
shall be carried forward tor an indefinite pericd emti] full sctilement of said losses
or termination of this Contract;

13.3.3. the net profit of such CONTRACTOR Entity shall be equal to the ditference between all
the amounts credited and all the amounts debited in the prefit and loss account; and

()
(b)

of this amount 1s negative, it shall copstitute a loss,

F the amount 18 positive, it shall be grossed up to ke account of the fact that
such entity’'s corporate income tax 18 being seliled out of the GOVERNMENT s
share of the Profit Petroleum in accordance with Article 31.2, by applying the
folloviing {ormula in erder to provide such entity’s nct taxable profits for
corporate income fax purpnses:

Net Taxable Nzt Profits/ {100 - Applicable Rate of Corporate Inceme Tax )
Profits=

100

124 For purposes of determining cach CONTRACTOR Entity's liability to corporats income
tax for a tax ycar in respect of the Petrolcum Opcrations carried out under this Contract,

W -
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the ret taxable profits {if any) for such tax year shall be multiplied by the applicable rate
of corporatc income tax, as provided in Article 21.5(a).
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